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Managing the risks and uncertainties of businesses that operate in a
volatile and complex market environment has attracted considerable
attention among market participants. Such concerns are particularly
related to how businesses deal with the occurrence of increased risks
in their business operations. However, the concept of corporate risk
reporting has never been the main focus of the Malaysian Code of
Corporate Governance (MCCG) when the Code was first introduced in
2000. Even though, there were several effects of economic crisis in
2007 on to the public listed companies (PLC), risk reporting remains a
voluntary exercise. One of the prominent characteristics of Malaysian
PLCs relates to the highly concentrated ownership structure where
companies are mostly owned either by family members and the
government. It is expected that these PLCs may face some forms of
governance conflicts from the perspectives of agency and signalling
theories. Thus, this study aims to review and to examine risk reporting
while there is also a tendency of “agency-signalling” conflict when
reporting the risk and how it would influence the firm value creation.
Specifically, this study adopts a quantitative investigation to capture
the voluntary risk information in the annual reports of 233 PLCs,
where the final sample involved a total of 656 firm-year observations
over a four-year period. This study finds that the most fitting theory
that could explain the variation in the choice of voluntary disclosure
would be the Agency Theory. The voluntary risk disclosure indicates
improvement during the post-financial crisis period (i.e. 20082009) due to the efforts of the regulators in promoting corporate
transparency and governance. The study also finds that outsider
ownership (i.e. government and foreign), board independence (i.e.
INED) and board competency (i.e. leaders’ commitment and support)
indicate significant influences on management decisions pertaining to
voluntary risk disclosure. This study confirms that insider ownership
(i.e. family and management) has an insignificant influence on the
voluntary risk disclosure, which indicates they are not willing to
change for the betterment of the firms in achieving the highest level of
transparent corporate reporting. However, their resistance to insider
ownership could be weakened when there is an influential dominant
decision by the CEO or top management in the firms. In addition,
voluntary risk disclosure, specifically the information regarding the
Operations Risk and Integrity Risk, has been shown to influence the
creation of firm valuation. With further mediation tests, the study also
corroborates that the voluntary risk disclosure can be used to persuade
firms to engage in decisions to maximise the value of shareholders,
which becomes a signal for better value creation through the eyes
of other stakeholders. Overall, the results affirm that comprehensive
as well as quality of voluntary risk disclosure is useful as a medium
to support corporate transparency and enhance firm valuation. This
study makes a contribution to the extant literature by incorporating
the theory of signalling into the model to provide new insights whether
it could exert pressure on management decisions despite the effective
exertion of governance mechanisms among Malaysian PLCs. Finally, it
is hoped that the findings of this study provide valuable insights to
regulators, practitioners, investors as well as other stakeholders for
the betterment of corporate transparency initiatives. The results are
also expected to address concerns regarding new aspects of firm
valuation assessment that could offer a competitive valuation on
business decisions.
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For the past century, the human has been suffered by
“Poverty”. Several attempts have been made to fight
this particular moral challenge. Since last four decades
providing small loans for the vulnerable entrepreneurs,
which is called as “Microfinance”, has been known as
one of the most efficient tools for poverty alleviation.
But conventional microfinance or “Microcredit Program”
that is based on pre-determined interest may cause more
issues for the borrowers, in terms of repaying back the
loans. In addition, all contracts based on predetermined
interest is strongly prohibited in Islamic rules, which is
called “Shariah”. Therefore, for meeting Muslim clients of
microfinance products who were not interested in using
microcredit, based on avoiding getting predetermined
interest, “Islamic Microfinance” was born in South East
Asia. But, after three decades and despite of having great
market, Islamic microfinance institutions (Islamic MFIs)
still face un-sustainability (unsustainable performance)
which can result in high poverty rate in this region. The
main purpose of this study is to determine influences of
three dimensions of market orientation, namely customer
orientation, competitor orientation and inter-function
coordination on two aspects of sustainability of Islamic
microfinance institutions (management sustainability and
financial sustainability), in Malaysia that is considered as
one of the pioneers in Islamic microfinance business. The
“stakeholder theory” and also some of Islamic behavioral
values like “Brotherhood” and “Al-Adl” have been used for
supporting theoretical framework of the current research.
The current study is conducted based on top two Islamic
microfinance institutions in Malaysia, as the samples,
namely Amanah Ikhtiar Malaysia (AIM) and The Economic
Fund for National Entrepreneurs Group (TEKUN). The used
data was gathered from three categorizes; management
level inclusive 60 top managers of AIM and TEKUN (out of
90), employee level consists of 300 respondents and finally,
customer level inclusive 400 customers from the both
Islamic MFIs, chosen randomly. Using the variance based
structural equation modeling (SEM), partial least squares
(PLS) analyses, the results of this investigation have revealed
that financial sustainability and management sustainability
of Islamic MFIs in Malaysia are found to be influenced
positively by their level of being customer oriented. Further,
management sustainability of Islamic MFIs is demonstrated
to be influenced positively by inter-function coordination.
In contrast, the results also demonstrated that financial
sustainability of Islamic MFIs is not influenced positively
by competitor orientation and inter-function coordination.
Finally, from the analysis, the positive relationships
between competitor orientation and utility management
sustainability of Islamic MFIs did not receive statistical
support.
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