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A Comparative Study on Personnel Recruitment and Selection in
Chinese Telecom Sector: The Case of Huawei in Senegal and China
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School of Management, Wuhan University of Technology, Wuhan, P.R. China, 430070
(E-mail: abdoulayebal25@yahoo.fr, szh-63@163.com, Qinghuang99@163.com)

Abstract: Nowadays personnel recruitment and selection comes with challenges that human resource
department must grapple with. Thus, better recruitment and selection strategies result in improved
organizational performance. To this end, this paper puts a light on Huawei’s recruitment and selection
processes in Senegal and China. The main objective is to identify general practices that Huawei uses to
recruit and select employees in Senegal and China; therefore, spot out the main problems and challenges
that it faces during the process of recruitment and selection, and finally analyze the efficiency of
recruitment and selection practices at Huawei. The methodology applied is both quantitative and
qualitative. Out of a sample of 100 questionnaires, 80 responses were collected from the different Human
resource personnel at Huawei in China and Senegal. The nature of data is both primary and secondary. The
findings have shown that, first of all, Huawei uses different recruitment channels in Senegal and China.
Also, they indicate that both in Senegal and China, in order to get the required talent, Huawei adopts
different processes in recruitment and selection. In addition, Huawei Company uses internal and external
sources in its recruitment processes in both countries. Finally, the results regard the lack of qualified and
appropriate employees for positions, long recruitment process and working conditions as a big barrier to
an effective recruitment.

Key words: Recruitment; Selection; Challenges; Human resource; Effectiveness

1 Introduction

Within today’s challenging business environment, Human resource management, also known as
human capital management plays a vital role in organizations irrespective of their origin, size, structure
and sector. In fact, recruitment and selection is becoming top of the agenda for numerous companies
throughout the world. The organization leaders and human resource managers spend considerable time
and energy to recruit talent who fit well into their organizational culture. Nonetheless, many enterprises
have not come to recognize the importance of recruitment and selection until now. Recruitment is very
crucial and important for any organization because it’s very necessary for an organization to select a
right person for right job. The employees of the organizations directly affect on the performance of the
organization and its important decision like to select right person for right job on right time. Nowadays,
very few researches have been made on the issue of Personnel Recruitment and Selection practices at
Huawei Technologies with the focus on the Senegalese and Chinese context. This topic has raised the
researcher’s interest because, as stated above, the emphasis is laid on the Chinese multinational telecom
manufacturer, Huawei Technologies, which also operates in Senegal. Therefore, there exists
unavoidable problems in the framework of personnel recruitment and selection practices both in China
and Senegal. Yet, different issues and problem of recruitment are identified like; environmental
influence like; technology, social, economic demand, political, recruitment timing, delays in recruitment,
methods or sources of recruitment, lack of independencies, increasing pressure from the applicant,
sources of recruitment...etc. Finally, this research will give insights on the effectiveness and eventually
the shortcoming of the of Huawei’s recruitment and selection practices with all its challenges both in
Senegal and China.

2 Literature Review

As James A. Breaugh and Mary Starke (2000) put forward: “Over the last thirty years, the amount
of research on recruitment topics has increased dramatically.... etc. In order for future studies to result
in a better understanding of the recruitment process, such studies need to be designed with an
appreciation of the complexity of the recruitment process (i.e., the number of variables involved and the
nature of their relationships). In this regard, we offer an organizing framework of the recruitment
process”.
2.1 Recruitment: definitions, strategies and processes

Recruitment is described as “those practices and activities carried on by the organization with the
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primary purpose of identifying and attracting potential employees” (Barber, 1998). In other words, the
recruitment process provides the organization with a pool of potentially qualified job candidates from
which judicious selection can be made to fill vacancies. Successful recruitment begins with proper
employment planning and forecasting.

Bratton and Gold (2007) differentiate the two terms while establishing a clear link between them in
the following way: ‘Recruitment is the process of generating a pool of capable people to apply for
employment to an organization. Selection is the process by which managers and others use specific
instruments to choose from a pool of applicants a person or persons more likely to succeed in the job(s),
given management goals and legal requirements.” In addition to that, Companies are now using a good
selectivity in the hiring process to ensure getting the right skilled and qualified people for the right job
(Pfeffer, 1994; Huselid, 1995). According to Koch and McGrath (1996), there exists a positive
relationship between HR recruitment and selection and labor productivity.

In this recruitment process, Barber (1998) described three phases (i.e., generating applicants,
maintaining applicant status, and influencing job choice decisions). That is, (a) certain recruitment
activities (e.g., advertising) may influence the number and type of individuals who apply for a position,
(b) certain activities (e.g., professional treatment during a site visit) may affect whether job applicants
withdraw during the recruitment process, and (c) certain recruitment actions (e.g., the timeliness of a job
offer) may influence whether a job offer is accepted.

In the past, it appears that many organizations have had the simple recruitment goal of attracting a
large number of job applicants for a variety of reasons. For instance: the cost of processing applications
(Wanous, 1992). Although recruitment activities have been linked to some of these post-hire outcomes,
some researchers like (Williams, Labig, & Stone, 1993) have argued that in recruiting many employers
are not overly concerned with post-hire outcomes. Rather, they are interested in pre-hire outcomes such
as the number of individuals who apply for a position, the quality of these applicants, their
diversity...etc. To sum up, we believe that the first stage of the recruitment process should be the
establishment of objectives. If clear objectives have not been established, it is difficult to develop a
sound recruitment strategy (Rynes & Barber, 1990).

2.2 Sources of recruitment

Generally, organizations choose the candidates for its recruitment purposes from two kinds of
sources: internal (like transfer of employees from one department to other, promotions, internal
advertisements...etc.) and external sources (like outsourcing, public advertisement, virtual job fairs
(Elizabeth Agnvall, 2007), on-campus recruitment (Fisher, Schoenfeldt and Shaw, 2006) E- recruitment
(De Avila. J.2009) ...Etc.)

2.3 Trends and challenges in recruitment and selection

Nowadays the trend in recruitment and selection is that the new technology tools such as social
medial and internet-based recruitment have paved the way to reduce recruitment costs.

1) Social networking sites, such as Facebook and Twitter, allow individuals to post and share
personal information, which has led many US employers to use social networking sites to screen job
applicants (Shea and Wesley, 2006). A reason for using social networking sites to screen employees is
that employers might want to verify information provided by applicants.

2) Reducing Recruitment Costs: Challenging economic times are prompting employers to rethink
they go about recruiting, with an emphasis on cost cutting (Dessler, 2012).

3) Advertising: while Web-based recruiting is rapidly replacing help wanted ads, a glance at almost
any paper or business or professional magazine will confirm that print ads are still popular. To use help
wanted ads successfully, employers have to address two issues: the advertising medium and the ad’s
construction.

3 Data Collection and Research Methods
3.1 Research approach

The researcher, in order to well approach this topic has adopted an inductive quantitative and
qualitative case study, which is based on questionnaires. And that is due to the fact that this research
aims to generate an in-depth understanding of strategic recruitment and selection practices at Huawei in
the Senegalese and Chinese context. In fact, we hear by inductive approach or research, the fact of
moving from particular situations to make or infer broad general ideas/theories. Therefore, the purpose
of the research is theory building not theory testing.
3.2 Research strategy
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A survey technique has been used in this work. Thus, this research strategy has been adopted in this
study because it helped the researcher to collect information from a sample of employees at Huawei
Company in Senegal and China through questionnaires.

3.3 Sample selectionFor this research, a total sample of 100 different human resources personnel was
surveyed at Huawei in China and Senegal. During the data collection stage, all the 100 questionnaires
(50 in Senegal and 50 in China) were distributed in different managerial level like top level, middle
level, lower level managers, and some other employees of human resource department who are directly
to the recruitment process of the company but only 80 (38 from Senegal and 42 from China) were
returned in the end.

That is, to help enable the researcher get a more representative sample in the framework of
personnel recruitment and selection at Huawei in Senegal and China.

In order to get more appropriate and accurate results, the Statistical Package for Social Sciences
(SPSS) was used in order to analyze the data obtained from the questionnaires.

4 Analyses and Findings

4.1 Frequency analysis
Table 1 Recruitment and Selection Sources that Apply to Huawei (Senegal)

Frequency Percent Valid Percent Cl;,tlrucl::lltve
internal sources 4 10.5 10.5 10.5
Valid external sources 9 23.7 23.7 342
both internal and external sources 25 65.8 65.8 100.0
Total 38 100.0 100.0
Table 2 Recruitment and Selection Sources that Apply to Huawei (China)
Frequency Percent Valid Percent Cl;r:ruclélltlltve
internal sources 1 2.4 2.4 2.4
Valid | both internal and external sources 41 97.6 97.6 100.0
Total 42 100.0 100.0

The two tables above and graphs below have shown that most of the respondents to question
concerning the recruitment and selection sources that apply to Huawei Company in the Senegalese and
Chinese context have chosen “both internal and external sources” with respective percentages of 65.8%
and 97.6%. As for the lowest percentage, it is 10.5% for “internal sources” in Senegal, compared to 0%

for “external sources” in China.
Table 3 Huawei’s Main Recruitment Channels (Senegal)

Frequency Percent Valid Percent Cumulative
Percent
Online recruitment 1 2.6 2.6 2.6
Newspaper Ads 3 7.9 7.9 10.5
Direct recruitment 10 26.3 26.3 36.8
Valid Campus recruitment 2 5.3 5.3 42.1
Others (any combination of 2 579 579 100.0
the responses above)
Total 38 100.0 100.0
Table 4 Huawei’s Main Recruitment Channels (China)
Frequency Percent Valid Percent Cumulative
Percent
Online recruitment 1 2.4 2.4 2.4
Direct recruitment 1 2.4 2.4 4.8
Valid Campus recruitment 13 31.0 31.0 35.7
Others (any combination of 27 64.3 64.3 100.0
the responses above)
Total 42 100.0 100.0
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Concerning Huawei’s main recruitment channels, the answer “Others” in the tables above and
graphs below appeared to be the most dominant in Senegal and China with 57.9% and 64.3%,
respectively. In the Senegalese context, online recruitment has the lowest percentage (2.6%) compared
to China where online recruitment and direct recruitment have the lowest and equal percentage of 2.4%.

Table 5 Analysis about the Way in which Huawei Conducts its Tests during the Selection Process

Frequency Percent Valid Percent Cumulative Percent
Screening Cvs 2 5.3 5.3 53
. Interviews 15 39.5 39.5 44.7
Valid
Others 21 55.3 553 100.0
Total 38 100.0 100.0
Table 6 Analysis about the Way in which Huawei Conducts its Tests during the Selection Process (China)
Frequency Percent Valid Percent Cumulative Percent
Screening Cvs 1 24 24 24
Aptitude test 7 16.7 16.7 19.0
Personality test 2 4.8 4.8 23.8
Valid Interviews 8 19.0 19.0 429
Ot 24|
Total 42 100.0 100.0

As indicated in the tables above and graphs below, both in Senegal and China the highest
percentage (55.3% and 57.1%, respectively) of the respondents concerning the manner in which Huawei
conducts its tests during the selection process appeared at “Others”.

Table 7 Analysis of Problems and Challen

es Huawei Faces during the Personnel Recruitment (Senegal)

Frequency Percent Valid Percent Cumulative
Percent
Salary issues and competition 7.9 13.0 13.0
Communication issues 4 10.5 17.4 304
Lack of qualified and appropriate 6 158 26.1 56.5
employees for the positions
Valid 'Long.recrulmeent process
(interviews, timing...et) and 6 15.8 26.1 2.6
working conditions (Overtime ’ ’ '
works, culture...etc.)
Others 4 10.5 17.4 100.0
Total 23 60.5 100.0
Missing 333.00 15 39.5
Total 38 100.0

Table 8 Analysis of Problems and Challenges Huawei Faces during the Personnel Recruitment (China)

Frequency Percent Valid Percent Cumulative
Percent
Salary issues and competition 3 7.1 11.1 11.1
Lack of qualified and appropriate 10 238 370 481
employees for the positions
Long recruitment process
Valid (1nterv1e\ys: ..etc.) and .WOI‘kll‘lg 7 16.7 259 741
conditions (Overtime
works, ...etc.)
Others 7 16.7 259 100.0
Total 27 64.3 100.0
Missing 333.00 15 35.7
Total 42 100.0
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Both in Senegal and China, only 60.5% and 64.4% respectively responded to the question related to
the problems and challenges that Huawei company faces in its personnel recruitment process. All the
remaining ones have avoided the question as it is shown by “Missing” in the tables above and graphs
below. Most of the respondents in Senegal (15.8% and 15.8%) and China (23.8% and 16.7%) mentioned
“the lack of qualified and appropriate employees for the positions” and “long recruitment process and
working conditions” as the major problems generally faced by Huawei. Another specific and recurrent
problem for Huawei in Senegal lies on communication (linguistic barrier) amounting 10.5%.

4.2 Cross tabulations
Table 9 Level of Education * Position in the Telecommunication Industry Cross Tabulation (Senegal)

Position in the telecommunication industry
; ; Total
.HR HR Manager HR Assistant HR Personnel HR Assls?ant/
Director Manager Specialist
Master Degree 0 1 0 11 7 19
Bachelor Degree 0 0 0 11 0 11
Level of Baccalaureate 0 0 0 5 0 5
Education | Others (Above
Master Degree
and other 1 1 1 0 0 3
Professional
Certifications)
Total 1 2 1 27 7 38

Table 10 Level of Education Position in the Telecommunication Industry Cross Tabulation (China)

Position in the telecommunication industry
i i Total
HR Director| HR Manager HR Assistant HR Personnel HR Asglst'ant/
Manager Specialist
Master Degree 2 1 10 18 2 33
Level of

Education Bachelor Degree 0 1 1 5 0 7
Baccalaureate 0 0 0 0 2 2

Total 2 2 11 23 4 42

As shown in the results of the cross tabulations in the tables above, the level of education tends to
determine the position of employees at Huawei both in China and Senegal. In Senegal, the HR Director
specially has the first ranking in “Others” (Above Master Degree and professional Certifications...etc.),
then comes the HR manager holding a Master Degree, after that, the HR Assistant manager follows
within the category of “Others”, besides HR Assistant/ Specialist comes, all holding Master Degrees.
Finally, we have the HR personnel. As for China, the HR Director also remains in the categories of
highest degree holder “Master Degree”, and then follows the HR managers with “Master and Bachelor
Degrees”. Afterwards, the HR Assistant managers most of whom hold Master Degree, HR Assistant/
Specialist follow and finally, HR personnel of which the majority hold a Master Degree as well.

Table 11 Experience in the Telecommunication Industry Position in the Telecommunication Industry Cross
tabulation (Senegal)

Position in the telecommunication industry
HR HR HR HR HR Total
. Assistant Assistant/
Director | Manager Personnel ..

Manager Specialist
Experience in the 0-5 years 0 0 ! 16 0 17
telecommunication 5-10years 1 1 0 11 7 20

industry >15years 0 1 0 0 0 1

Total 1 2 1 27 7 38
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Table 12 Experience in the Telecommunication Industry Position in the Telecommunication Industry Cross

Tabulation (China)
Position in the telecommunication industry
HR HR  |HR Assistant|  HR HR Total
. Assistant/
Director | Manager | Manager Personnel ..
Specialist
0-5 years 0 0 11 16 1 28
Experience in the 5-10years 0 1 5 2 3
telecommunication
industry 10-15es 1 1 2 1 5
>]15years 1 0 0 1
Total 2 2 11 23 4 42

As indicated in the tables above, in Senegal the HR Director and one of the two HR Managers are
the most experienced employees (more than 15 years). The other HR Manager, all the HR
Assistant/Specialist, and, out of the twenty-seven HR Personnel, eleven appeared to be the second
highest experienced employees (10-15years). Finally, the HR Assistant Manager and remaining sixteen
HR Personnel have the lowest experience level (0-5 years) in Huawei Company. As in the case of China,
the most experienced employee is one of the two HR Directors with more than 15 years; the other HR
Director, one of the two HR Managers, two of the twenty-three HR Personnels and one of the four HR
Assistant/Specialist fall in the second highest range of experienced employees (10-15years). The
remaining HR Manager, five HR Personnel and two HR Assistant/Specialist have 5-10 years of
experience; and at last all the rest of respondents are 0-5 years experienced employees. These results
have shown a tendency that “years of experience” is a determinant of position at Huawei Company both
in Senegal and China.

5 Discussion

The analyses above were carried out in order to answer our research questions. Therefore, based on
the findings, in Senegal and China, the main difference about the recruitment channels adopted by
Huawei Technologies is highly observed on direct recruitment and campus recruitment. In Senegal,
direct recruitment amounts for 26.3% after “Others”, which represents any combination of the responses
(Online recruitment, Newspaper Ads, Direct recruitment, Campus recruitment, Others) under the
question related to the main recruitment channels in the questionnaire. As for China, campus recruitment
is the most used channel in the process of recruitment with a percentage of 31.0% also ranking after
“Others”. The results from our questionnaire indicated that both in Senegal and China, Huawei
Company used mostly both internal and external sources in its recruitment and selection process. The
choice of both internal and external sources is not fortuitous since by internally appointing an employee
to higher position will not only reduce the cost of recruitment and selection process but also constitute a
means of motivation and employee retention through performance appraisals.

The external source of recruitment on its side, will allow the company to get new talents that can
give a new orientation to the company. Concerning the main problems and challenges faced by Huawei
in its personnel recruitment process, it appeared that they are almost the same namely the lack of
qualified and appropriate employees for the positions, long recruitment process (interviews, timing) and
working conditions (Overtime works, culture...etc.) in both countries although in Senegal,
communication is a big barrier to the recruitment process. Moreover, both in Senegal and China, there
are higher percentages of respondents who did not answer the question about the main problems and
challenges faced by Huawei in its recruitment process indicated as “missing” in the tables. Finally, the
cross tabulations’ output pointed out that Huawei tends to pay much more attention to the level of
education and professional experience in the attribution of different positions.

6 Conclusions

In a nutshell it is clear that recruitment and selection plays paramount important role in every
organization. The study reveals that Recruitment is the first stage in the process which continues with
selection and ends with the placement of candidate.

After completing this study, we have learnt that research on recruitment and selection practices in
Senegal and China are vital for Huawei. The main objective of this research paper was to investigate on
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the personnel recruitment and selection process at Huawei Technologies in the Senegalese and Chinese
context, and then, spot out the main problems and challenges it faces in the process.

The results of the research have shown that in order to recruit in a more effective and strategic
manner and make wiser selection decisions, the top management team needs to create short-and
long-term strategic plans (demands of staff), particularly by taking into account the cultural values, the
timing, and the communication issues that somehow hinder Huawei’s recruitment and selection process
in Senegal. Likewise, in China Huawei has to consider the salary issues by increasing the employee
wages, improving the working conditions, and reducing the recruitment process timing.

Furthermore, direct recruitment and campus recruitment are the main channels used by Huawei in
Senegal and China, respectively. Accordingly, the level of education and professional experience of
candidates appeared to be factors which influence the attribution of positions at Huawei in both
countries. In sum, the study revealed that there do exist some similarities and differences in the process
of recruitment and selection at Huawei in Senegal and China.
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Abstract: In the era of global competition, innovation has become a central object to obtain a
sustainable future by an organization outrunning their counterparts. Based on the questionnaires survey
on Ready-made Garment (RMGs) and small and medium enterprises (SMEs) in Bangladesh, this
empirical study aims at finding the impact of transformational leadership (TL), knowledge management
(KM), citizenship behavior or positive deviance (PD), and intrinsic motivation (IM) on organizational
innovation (OI). Stratified random sampling has been used for collecting the responses of the SMEs in
Bangladesh. Data analysis shows that TL, KM, IM, and PD can predict OI significantly. Limitations,
implication and further research directions have also been discussed in this article.

Key words: Transformational leadership; Knowledge management; Positive deviance; Intrinsic
motivation; Organizational innovation

1 Introduction

In the era of global competition, innovation has become a central object to have a sustainable future
for an organization outrunning their counterparts. The past century has seen the rapid advances in
innovation. OI has been defined as the successful implementation of noble and useful creative ideas
within an organization (Radzi, Hui, Jenatabadi et al., 2013). Amabile (1988) advocated that creative
ideas can be ‘anything from ideas for new products, processes, or services within the organization’s line
of business to ideas for new procedures or policies within organization itself.” Recently, researchers have
paid interests in this field because of its critical role in the competitive business world for having
sustainable performance. Empirical studies mirrored that the antecedents predicting OI are TL, KM,
citizenship or PD, organizational climate, and IM which are virtually mentioned in several studies.
Besides, organization needs employees’ dedication, cooperation, and a little extra effort for achieving
competitive edge. This little extra effort by the voluntary works of employees is really a matter for the
organizations to improve it further (Yilmaz and Tasdan, 2009). Employees’ creative and innovative
behavior is the key resource for sustainability. If an individual gets bored, it is irrelevant to expect any
creative contribution from him. Amabile (1988) posits that individual’s propensity to work and degree of
enthusiasm for the activity is the primary condition of IM. Research showed that IM is one of the
precursors to the employees’ creativity which leads the firm into the OI. It is imperative for an
organization to pile tangible and tacit resources to accomplish OI. A company’s excellence is linked
with the utilization of its knowledge resources, i.e. the knowledge of the organization and its employees
(Chait, 1999; Ericsson and Avdic, 2003). Hence, dynamic organization requires handful leadership to
turn all those antecedents for arousing individual intrinsic motivation for leading to OI.

2 Theoretical Background and Hypothesis Development

The theory of reasoned action (TRA) suggests that immediate antecedent of any behavior is the
intention to perform that behavior approved by his social pressure. In the words of Ajzen and Madden
(1986, p.454), “the stronger a person’s intention, the more the person is expected to try, and hence the
greater the likelihood that the behavior will actually be performed.” Ajzen (1991) theorized in ‘the
theory of planned behavior (TPB)’ that individual’s behavioral intention leading to behavior is
contingent upon individual’s perceived control of his/her behavior, attitude, and subjective norms. It
exhibits, in addition to the previous theory; that those employees who are certain of their positive
outcome by their controlled behavior tend to behave positively. Self-determination theory (SDT) opined
on the degree to which an individual decision is self-motivated and determined without external
interference. Ryan and Deci (2000) noticed that three needs-competence, relatedness, and autonomy-that
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affect the inherent growth tendencies towards the subjects. Social exchange theory (SET), proposed by
Blau (1964), and the norms of reciprocity (NR) posited by Gouldner (1960) forwards these same tenets
a step further from a different perspective that employees feel obliged to reciprocate more if their
employer value their contributions and efforts they give in. First three theories revealed that individuals
have inherent needs to create and grow and, moreover, that behavior has been regulated by their
intention, behavior control, and social approval or disapproval. Social approval or disapproval and
perceived behavioral control by them have been affected by the organizational retreat and recognition.
SET and NR theories go further that when organization treats employees well, it makes them morally,
personally, and socially responsible to bounce it back to organization’s wellbeing. In views with the
perceived organizational supports (POSs), creative individuals and innovative teams tend to get
demoralized when employees see the absent of POSs and equity among themselves.

Previous theoretical explanation strengthens the understanding that employees have inherent
tendency to grow, relate, compete (SDT theory) with their firm control of their behaviors in a social
interaction (TRA and TPB theories). SET and NR theories show how employees react to the
organizational response to them. IN model, and CMC narrated that how an organization can better
accomplish their sustainable competitive advantage. Empirical studies state that TL significantly predict
IN (Chang, 2016; Tajasom, Hung, Nikbin et al., 2015) and KM (Birasnav, 2014; Han, Seo, Yoon et al.,
2016) because TL, like POS theory, foster supportive climate for individual initiative, on the other hand,
it helps employees create, transfer, and utilize of knowledge among stakeholders. The supportive climate
prepared by TL also instigates the employees to helping each other. This cooperation from TL
supportive attitude drives employees’ intrinsic motivation and citizenship behavior to the innovative
organization (Humphrey, 2012; Jaiswal and Dhar, 2015, Teigland and Wasko, 2009).

H;: Transformational leadership significantly predicts organizational innovation;

Besides, KM is found correlated with the upgrading of organizational creativity and sustainable
innovation. Shieh (2011) mentioned that KM created new knowledge and shared it to other employees.
Other literatures also found that KM significantly predicts OI (Darroch, 2005). Therefore, the prevailing
studies elucidate that organization needs TL and fair climate to mould KM, the employees’ IM and PD
for fostering organizational innovation. The following hypotheses have been proposed for further
studies:

H,: Knowledge management significantly effects organizational innovation;

H;: Citizenship behavior significantly predicts organizational innovation;

Hj: Intrinsic motivation significantly predicts organizational innovation;

3 Research Methods
3.1 Data characteristics

Self-administered questionnaires were sent to RMGs and the other SMEs using stratified random
sampling in the greater commercial City-Chittagong of Bangladesh. Analyses of demographic
characteristics showed that of the 204 responses, 73.5 per cent represents men and the rest 26.5 per cent
represents women. Their age’s group consists of 6.4, 51.0, 35.8, and 6.8 per cent belonging to above 18,
e 25, 35, and 45 years respectively. Educational profile shows that 15.7 per cent, 57.8 per cent, and 26.5
per cent have completed their bachelor, master, and others, i.e. doctorate or diploma certificate. The
analysis of the respondents’ job position reports that 37.3 per cent, 51.0 per cent, and 11.7 have been
serving lower, mid and top levels respectively.
3.2 Survey instruments

A total of 300 questionnaires were delivered through off line and online survey, but 230 responses
were received. In screening tests, 26 responses were dropped out to address the issue of common
method bias, missing data, outliers, and data normality. Survey instruments of transformational
leadership (Podsakoff, MacKenzie, and Bommer, 1996), intrinsic motivation (Tierney, Farmer, and
Graen, 1999), citizenship behavior (Ritz, Giauque, Varone et al., 2014), knowledge management (Gold,
Malhotra, and Segars, 2001) and organizational innovation (Miller and Friesen, 1983) were used in this
analysis. SmartPLS 2, and IBM SPSS 20 software packages were used for producing the results.

4 Analysis and Findings

In order to estimate the validity of the model and instruments, several statistical test has been tried.
Indicators’ validity can be measured by performing bootstrapping test through Smart PLS 2. All
indicators scored above the cut off value of 0.70 and found significant at p<0.000 that demonstrate the
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sufficient level of validity (Urback and Ahlemann, 2010). Besides, internal consistency, like Cronbachs
Alpha, of all instruments score above 0.77 (see table 1) which is also above the threshold limit. For
convergent validity testing, average variance extracted (AVE) has been recommended. It’s been found
that that AVE of each construct in this study exceeds 0.69 whereas the minimum rule of the thumb is
advised to be at least 0.50. Table 1 also shows the correlation matrix for discriminant validity which
reveals that the square root of AVE of each construct is higher than the construct’s highest correlation
with any other construct in this study (Hair Jr, Hult, Christian et al., 2014).
Table 1 Assessment of the Data and Model Quality

Convergent validity of the items Discriminant validity among the instruments
Le}tent Mean Star}dqrd AVE Compo.s'ite »  Cronbachs Le}tent 1 2 3 4 5
Variables Value Deviation Reliability Alpha Variables
1.IM 1.91 0.64 0.690 0.918 0.447 0.888 1.IM  0.831
2. KM 2.11 0.72 0.725 0.913 0.638 0.873 2.KM  0.667 0.851
3.01 1.93 0.66 0.681 0.865 0.727 0.765 3.0 0.781 0.703 0.825
4.PD 1.95 0.71 0.697 0.920 0.690 0.891 4.PD  0.807 0.694 0.806 0.835
5. TL 2.05 0.73 0.714 0.926 0 0.900 5.TL  0.669 0.799 0.702 0.686 0.845

Before going to find the effects of subject variables, researchers control the demographic variables
(Table 2) to find the magnitude of their effects on OI. It’s been noticed in model 1 (table 2) that
demographic variables altogether explain OI by 6.40 per cent, however, age (f = -0.175; p<0.016) and
gender ($=0.189, p<0.088) of demographic factors are only found significant. Model 2 shows that TL
has a significant (=0.635; p<0.000) effect on OI with a R* value of 0.444. Observation of model 3,
model 4, and model 5 reveal that KM (=0.348; p<0.000), IM (=0.543; p<0.000), PD ($=0.338;,
p<0.000) have a very significant effect of OI with R” value of 0.05, 0.141, and 0.04 respectively.

Table 2 Hierarchical Regression Analysis on OI

Model 1 Model 2 Model 3 Model 4 Model 5

Variables Std . Std . Std . Std . Std .

B error Sig. B error Sig. B error Sig. B error Sig. b error Sig.
Constant 2.036 .266 .000 | .631 2.868 .005|.557 .210 .009 |.285 .176 .106 | .276 .165 .095
Age -175  .072  .016 |-.113 -2.151 .033 |-.100 .050 .048 |-.129 .041 .002 |-.113 .039 .004
Education 016 .074 829 | .074 1.375 .171|.060 .051 247 |.076 .042 .074|.073 .040 .068
Job Position 029 .078 710 | .083 1.466 .144|.033 .055 .553 |.053 .046 .250 | .041 .043 .337
Gender 189 .110 .088 [-.020 -.242 809 |-.017 .078 .832 |-.031 .064 .630|-.054 .060 .369
TL .635 13.353 .000 | .353 .075 .000 |.182 .065 .005|.136 .061 .027
KM 348 074 .000 |.162 .064 .012 |.103 .061 .094
™M 543 .057 .000 | .326 .067 .000
PD 338 .063 .000
R’ 0.064 0.507 0.557 0.698 0.737
Adjusted R* 0.045 0.495 0.544 0.688 0.726
AR? 0.444 .050 0.141 0.04
F 3.376 40.769 41.315 64.830 68.260
Sig. 0.010 0.000 0.000 0.000 0.000

5 Discussion

This empirical study goes for finding the predictor variables of organizational innovation. In this
connection, four antecedents have been picked up from previous literatures which are found
theoretically and empirically connected to OI. The prime objective of this study is to figure out the
relative importance of each predictor variable to OI. Hierarchical regression analysis shows that all
hypotheses are significantly influencing subject variables at p<0.000. Of the predictor variables, TL is
the most dominating antecedent explaining OI. Empirical research and theories of leadership, POSs,
TPB, and TRA supported these findings that TL drives organizational innovation by engaging the
followers’ attention for the fullfilment of the organizational vision (Ajzen, 1991; Ajzen and Madden,
1986; Tajasom et al., 2015; Teigland and Wasko, 2009; Tierney et al., 1999). KM is found to effect OI
significantly. Theoretically, RBVs signifies the impact of knowledge along with other resources to
enhance the capability of the organization (Warnerfelt, 1984). Knowledge creation, transfer, and storing
of it help the users to generate new ideas. KM has a significant effect on OI which is found consistent
with other empirical findings (Birasnav, 2014; Radzi et al., 2013). Hypothesis 3 assumes the effect of
IM on OI. Result shows that it has significant effect on OI which is found consistent with previous
theoretical and empirical studies (Ajzen, 1991; Ajzen and Madden, 1986; Amabile, 1988; Coelho,
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Augusto, and Lages, 2011; Dewett, 2007; Eisenberger and Shanock, 2003; Ryan and Deci, 2000;
Wernerfelt, 1984). Last hypothesis intends to find the effect of PD (citizenship behavior) on OI. It’s
been noticed that it is also a significant predictor of OI. SET, NR, POSs, TRA, TPB and SDT explain
that employees have control on what they behave to their surroundings (TRA, TPB, and SDT) and
sometimes they are controlled by the way their surroundings (SET, NR, and POSs) treat them (Ajzen,
1991; Ajzen and Madden, 1986; Blau, 1964; Gouldner, 1960; Ryan and Deci, 2000). This study is also
found consistant with empirical findngs (Raja and Johns, 2010; Zhang and Begley, 2011).

6 Conclusions

This study, Firstly, aims at finding the potential impact of TL, KM, IM, and PD (citizenship
behavior) on OI of the SMEs in Bangladesh. It’s been proved that all of them have a significantly
influence on OI. Secondly, it is purported to measure the extent of each predictor variable on OI and
result shows that TL has larger influence than other variables on OI. Therefore, it is highly
recommended that enterprises require to emphasize more on the effective leadership to mould the
employees’ attitude to OL. It also holds true that KM, IM, and PD are contributing a lot to the OL. It
contains several implications both for professionals and academics. The least they might do is to ensure
enough resource commitment from the top level management. Two of the few limitations of this study
are the scope and size of the research and sample respectively, i.e. 204 samples from RMGs and the
other RMGs, and time span used in this research. Further research might be suggested with relatively
large size accompaning multiple cross-sectional data. In addition, moderating and mediating effects of
other variables might have been used in this study to trace out any latent variable existences.
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Abstract: This paper is based on Stakeholder Theory and Technological Innovation Theory, classifying
207 A-share listed companies to conduct a comparative study, using the Person correlation analysis and
linear regression to explore the relationship between employees involved in corporate governance and
R&D output. The results show that, in the capital and technology intensive enterprises, there is a
significantly positive relationship between staff governance and R&D output, and for the labor-intensive
enterprises, no significant correlation is found between the two. This paper’s contribution lies in the
research perspective, scope and measurement method: Firstly, it breaks the past research limitation that
only see the staff as employees who are hired by firms, this paper explores its impact on innovation
performance from a new perspective that regard them as stakeholders; Secondly, in view of the different
types of industry enterprise, this paper further excavates the different influence of staff governance on
corporate R&D; Finally, thanks to patent database updates, the measure indicators of R&D output is
more diverse and more reasonable in this paper, so the results have strong persuasion.

Key words: Staff governance; Innovation performance; Stakeholders; Capital technology intensive
enterprise; Labor- intensive enterprise

1 Introduction

In recent years, with the slowdown in China's economic growth, China began to enter the industrial
transformation and upgrading period, enterprises "innovation" has been received the unprecedented
attention. Government Work Report 2016, the "innovation" has been mentioned 59 times. Building an
innovative country should have the following four characteristics:1)high innovation input, R&D
(research and development) expenditure percentage of GDP is generally more than 2%;2) scientific and
technological progress contribution rate more than 70%; 3)the independent innovation capability is
strong, the country’s foreign technology dependence index is usually below 30%;4)high innovation
output, the number of invention patents around the 20 innovative countries accounted for 99% of the
global total. Visible, the driving role of R&D inputs and outputs for the innovation performance is
crucial. R&D activities is the most intuitive and critical reflection of enterprise technology innovation,
so exploring the key factors that affect the company's R&D activities has important significance.

Many previous studies have shown that a country's population size, level of economic development,
legal system, fiscal policy, the degree of competition in the industry and so on will affect the company's
innovation activities. As Teitel.S (1994) by comparing the level of innovation in different countries,
noting that the population size of the country, units of capital gains have an important impact on the
patent and R&D investment. Aghion (2005) pointed out that the country’s financial system to support
innovation activities for the high cost research activities is very necessary. Chen, Puttitanun (2005)
found that the higher the degree of competition in the national market, the better the situation of
intellectual property protection, as well as the national innovation level. Sharma studies have shown that
a country's financial markets are more developed, the enthusiasm of small business research and
innovation is stronger. Widening Chinese scholars, Xiang Yu found that, due to the differences of bank
credit for r&d investment project, so our corporate R&D activities are also negatively affected to some
extent. Li Danmeng (2009) found that for private enterprises, the higher the degree of industry
competition in the market, the greater the intensity of enterprise R&D investment. Weimin and Tang
Qingquan (2009) also confirmed that technological innovation subsidies provided by the government for
business R&D activities have a significant incentive. Lin (2010) by conducting field research and
interviews in more than 10 cities, also found that enterprise R&D activities is significantly positively
related to property rights protection policy. Cable, Fitzory (1980) and other empirical study shows that,
regardless of the nature of business, industry marketization level and R&D investment has a significant
positive correlation.

Clarkson introduced the concept of exclusiveness investment into the “stakeholder theory”, put
forward that stakeholders invest the physical, human and financial capital or some other valuable things
into the enterprise, so as to share a part of the risk of the enterprise. Blair (1995) argue that residual
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income is matched with the rest of the risk, for employees, unemployed as a direct result of the
enterprise bankruptcy, so employees are more involved in corporate governance requirements. Through
the study, Rajan and Zingales (2000) pointed out that with the arrival of knowledge economy,
convenience financing resulting decrease in the importance of physical capital, which have led to human
capital has more and more important role in the enterprise. Chen Zhongxiang (2007) found that in
market economy developed countries, the employees involved in the governance is common, and
mainly through the participation of the decision-making, ownership, and benefit sharing of these three
ways to participate in corporate governance. Margaret (1995) analyzed the rationality of employee
participation in management; employees are given certain rights by institutions to participate in
governance, so that their own interests are effectively safeguarded. Blaine (2001) argues that employee
participation can improve the efficiency of company management, affect the management
decision-making, so as to realize corporate governance. Hiroshi Osano and Mami Kobayashi (2005)
starting from the trend of population aging, discusses the labor shortages would happen in the future,
and put forward the status of the employees would increase as the trend and, therefore, the enterprise
will reform its governance mechanism, give employees more administrative power to adapt to the trend
of development.

2 Theoretical Backgrounds and Hypothesis

First, the R&D investment includes not only capital investment, but also involves the investment of
talent. Some employees held their knowledge and skills are formed through education, training and
other aspects of the investment over time, and these are value-added. Especially in the high-tech
enterprises, the employees hold the company’s core technology, and the creative work of the staff is the
fundamental survival and development of enterprise. Employee participation in corporate governance
can not only improve their reward but also provide an opportunity to display their talent. Employees for
their own interests on the one hand, on the other hand in order to realize their own value, it will make
every effort to put his core technologies and other key human capital, which for R&D investment and
innovation performance improvement has an important influence.

Secondly, the staff through participating in corporate governance, that is, to share the control of the
company. In the past, most employees don't have control of the enterprise, leading to staff for business
situation indifferent, and even secretly against non-cooperative attitude with the management. Sharing
control of the enterprise not only let employees shift their identity into a part of the company’s managers,
mentally for their own interests, will be more active in focusing on the long-term development of the
enterprise. Therefore, long-term interest in the company to increase R&D investment and other
decisions, employees will choose to take a supportive attitude. This is to some extent; help to improve
the company's R&D output.

Thirdly, employee participation in corporate governance is based on the principle of voluntary, and
employees with respect to external investors easy access to information, they have a comprehensive
understanding of the company's management capabilities and quality. Therefore, the advantage of the
information can let the staff to make more scientific decision and improve the efficiency of R&D
investment.

Finally, as Li Bingyan put forward the concept of “benefit-sharing” in “Sharing Public Economic
Theory", employees to participate in dividends and management is a practice of “benefit-sharing”. Due
to the success of the research and innovation can bring unlimited excess returns for the company, profit
driven directly motivate employees to be more support and increased investment in research, and
constantly improve the company's R&D output performance.

According to the theory of enterprise innovation, the lack of funds investment is often the
bottleneck of restricting the developing of the enterprise's R&D activity. Zhao, Li Xiaohua through the
empirical study show that enterprise's R&D investment has significant positive impact on the enterprise
patent applications. Bai Yanzhuang, also found that corporate R&D investment can promote the patent
output level. Therefore, employees of the enterprise R&D investment positive impact will transfer to the
corporate R&D output. Based on the above reasoning, this paper put forward hypothesis:

Employees participation in corporate governance is positively related to the corporate R&D output.

3 Methods
3.1 Sample
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This paper chooses a total of 207 A-share listed companies in Shanghai and Shenzhen from 2007 to
2014, since China from 2007 officially adopted the new accounting standards, the accounting treatment
of research and development has made significant changes, this article selected R&D and staff
governance situation after 2007 as samples.

In this paper, all data on the condition of employees’ shareholding are from WIND database, the
total number of patent applications and inventions are derived from Chinese Listed Companies patent
research database (CSMAR). In addition, the basic information, financial data and other information of
listed companies are from CSMAR database.

3.2 Measures
3.2.1 R&D output

Due to the lack of Chinese listed companies patent statistical databases, Previous studies on
innovative output often use ROE and other comprehensive index to measure the results of research and
development. This indicator covers too many influencing factors to test enterprise real R&D output. The
more accurate and intuitive indicators of R&D output should be the enterprise authorized patent number
and the application situation. In the light of the business licensing conditions under the influence of
external factors such as the patent policy and audit, enterprise's patent application number is more
reasonable. Therefore, we selected the latest data CSMAR patent application database as a measure of
corporate R&D output.

ESOP is a measure based on a long-term incentive and its stake in a certain period with the stability,
and therefore we choose the average annual number of patent applications after the formal
implementation of the ESOP as the measure.

3.2.2 Staff governance

The main way of employee participation in corporate governance is by holding shares in the
enterprise; this paper selected its proportion of shareholding to measure the effectiveness of employee
participation in governance.

Proportion of employee shareholding=number of internal worker shares / total equity
3.2.3 Control variables

Due to differences in the scale of business, large and small companies invest in R&D efforts will be
quite different, large companies usually get more specific assets, including personnel, finance,
technology, it implies the need and the ability to have more R&D output. This paper selects total
revenue to represent the firm size.

Companies usually longer listed in capital market have richer experience, it also affects the
corporate R&D output. Therefore, this article will also choose listed years as a control variable.

4 Results
4.1 The descriptive statistics of main variables

As it can be seen from the Table 1, the maximum and minimum ratio of 207 listed companies in the
studies were 9.996% and 0.175%, respectively, for the number of patent applications 1 and 265.4,
employee's governance and R&D output gaps between different companies, further proved the necessity
of classification comparative study of different industries. The proportion of employee stock ownership
and the average number of patent applications were 2.95% and 19.52, it shows that employee
shareholding of listed companies in our country is low and less company R&D output in general.

Table 1 Descriptive Statistics

Variable minimum maximum Mean SD N
Proportion of employee 0.175 9.996 2.954303 1.8234506 207
shareholding
Patent application 1 265.4 19.5206 23.85693 207
number
Listed Years 2 24 7.95 4.482 207
Firm size 1.90356672E+08 |  1.089E+11 | 3.13505293E+09 | 9.35071345E+09 | 207

4.2 The correlation analysis of different types of enterprises

Given the different nature of the industry have different demand for R&D, according to the
"Industry Classification of Listed Companies Guidelines", this article will divide the 207 listed
companies into capital and technology-intensive (144) and labor-intensive (63): capital and technology
intensive industries that are dependent on complex and sophisticated use of advanced scientific
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knowledge and technology, including the electronics industry, aircraft and aerospace industries etc.;
labor-intensive industries rely on large-scale use of labor, it mainly refers to agriculture, forestry and
textiles, clothing, toys, leather, furniture and other manufacturing industries.
4.2.1 Capital and technology intensive enterprises

Through the Table 2 results, for capital technology intensive enterprise, employee shareholding and
corporate patent application number has significant positive correlation, employees’ participation in
corporate governance has a positive role in promoting corporate R&D output, it consistent with the

hypothesis of this article.

Table 2 Person Correlation Analysis in Capital and Technology Intensive Enterprise

Proportion of Patent application
Variable employee pp Listed Years Firm size
. number
shareholding
Proportion of employee 1 858" 045 158
shareholding
Patent application number 858" 1 .068 152
Listed Years 045 068 1 5247
Firm size 158 152 5247 1

4.2.2 Labor-intensive enterprises
By Table 3 we can see that the number of employee shareholding in labor-intensive enterprises has
no significant positive correlation with patent applications, the effect of staff governance in the
enterprise on R&D output is not obvious, and it’s not consistent with assumption.
Table 3 Person Correlation Analysis in Labor- Intensive Enterprise

Proportion of Patent application
Variable employee shar PP Listed Years Firm size
. number
eholding
Proportion of employee | 109 418" 412"
shareholding
Patent application number .109 1 -.067 -.018
Listed Years 418™ -.067 1 316"
Firm size 4127 -018 316" 1

4.3 Linear regression analysis
It can be seen from Table 4 and Figure 1, in capital and technology intensive enterprises, the
number of employees’ ownership and the R&D output showing a linear relationship, R square is 0.736,

indicating a good model fit, Sig 0.00 is below significance level 0.005, indicating a linear relationship
between the two is significant.

Table 4 Model and Parameter

) model estimate of parameter
equation .
R square F df1 df2 Sig. constant bl
liner 0.736 395.056 1 142 0 -7.711 8.919
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5 Conclusions

Based on the Stakeholder Theory and Technological Innovation Theory, 207 A-share listed
companies is divided into two categories according to the data about staff governance and R&D output,
through the empirical comparative analysis, the conclusions are as follows: first of all, for capital
technology intensive enterprises, staff governance is significantly positively related to enterprise R&D
output; second, for labor-intensive enterprises, there is no significant correlations between staff
governance and R&D output; but firm size and the years of listed is related to the enterprises R&D
output. The study's findings suggest that for different industry types, staff governance has different
effect on R&D output. We should improve employees’ governance mode through considering the nature
of the enterprise, strategic objectives, market positioning, business model and so on.

1) The study found that in labor-intensive enterprise, employees did not promote the R&D
performance, which explains the low subjective consciousness of employees to participate in corporate
governance and the staff own cultural and technical level, will greatly influence the effect of the staff
governance. To better use staff governance, the company should improve the awareness and ability of
staff to participate in governance.

2) In the study, we found that most of the companies employees shareholding ratio is low, and many
companies did not implement employee stock ownership plan (ESOP), in addition, while the ESOP is the
main way for employees to participate in corporate governance, but it also includes the board of directors
and board of supervisors, staff congress, etc. By analyzing the annual report data of listed companies,
found that many companies did not set up employee supervisors, only a few listed companies set up staff
director. This shows that staff governance in the listed companies of China attaches no great importance, a
part of the management of listed companies don't realize the important role of employees’ participation in
governance. They view employees just as the employer, rather than the company's stakeholders.

3) Although some companies recognize the importance of employee participation in corporate
governance, but in reality there is no system in place but only stay on the surface. Although many companies
have implemented employee stock ownership plan, but most is by the means of financing under the difficult
circumstances, rather than an incentive policy. And some managers worried about staff governance will
disclosure trade secrets, the employee only share interests but has no right to vote, and they did not really
participate in the company's internal governance process, and therefore cannot play its role.
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Abstract: This paper reviews and synthesizes the literatures on corporate governance in Islamic banks
with the aim of identifying key elements and dimensions of corporate governance from Islamic point of
view. Drawing from proliferation of literatures in the Islamic banks and corporate governance fields, this
study provides the primary elements and attributes of corporate governance from Islamic perspective
that have been largely used in studies of governance to date. A review on fifty-seven (57) journal articles,
conference papers, reports, and theses, have identified twenty-four (24) dimensions of corporate
governance in Islamic banks. From these dimensions, the six most frequently used as corporate
governance dimensions in Islamic banks are: sharia scholars, stakeholders’ role, responsibility,
ownership, transparency, and sharia compliance. The synthesis of governance from Islamic perspective
will make several noteworthy contributions to address the gaps in literatures for corporate governance in
Islamic banks. This study will provide the basis for researchers to empirically examine the dimensions
of corporate governance in Islamic banks and add additional empirical methods in future research.

Key words: Corporate governance; Islamic banks; Islamic finance; Literature review

1 Introduction

The current global financial meltdown has gained interest in corporate and banking sector
world-wide. Amongst the lessons learned has been the importance of corporate governance (CG
hereafter) frameworks to drive accountable, transparent, and efficient business organizations. There have
been several studies in the literature reporting that CG is one of the causes of economic crisis (T. A. R.
Dalwai,et al,2015; H.-A. N. Al-Malkawi, et al,2012). Moreover, CG practice is also equally important in
the Islamic banking and finance. Islamic banks need a prudent CG framework albeit Islamic moral
system protects the right of stakeholders (M. U. Chapra and H. Ahmed, 2002). In addition, some of the
failures of Islamic banks is due to the existence of weak CG system. The failure of Islamic Bank of
South Africa in 1997 and the collapse of Ihsan Finance House of Turkey in 2001 have confirmed that the
importance of CG system for Islamic financial institutions (K. Ginena,2014).

Islamic banking and finance has witnessed as one of fastest growth in the global financial industry,
with the current market sizes in a range of USD1.6 trillion to USD2.1 trillion (ISRA,et al,2016). This
prospective segment is predicted to reach USD3.4 trillion by the end of 2018. Nonetheless, despite with
the industry has matured and gained experience, the legal and governance framework for Islamic banks
remains underdeveloped. ISRA & Thomson Reuters (2015) also confirm that the importance of the
application of CG in Islamic banks. Therefore, even though Islamic banking and finance have done very
well so far, they should have a prudent CG mechanism.

CG is defined as the system by which firms are directed and controlled (Cadburry Code, 1992). It
refers to relationship between corporations and constituents, more specifically, the link between
shareholders and management of the firm (M. K. Lewis,2005). Moreover, Organization for Economic
Co-operation and Development (OECD) defines CG as a set of relationship between a company
management, its board, shareholders and other stakeholders (OECD, 2004)1. The topic of CG in
contemporary business institutions is one of the most active areas in corporate finance research today.
The bulk of research in the form of journal articles, book review, conference papers, and other materials
has increased remarkably. Many researchers have argued that CG of financial industry is different with
the non-financial industry due to highly regulation, excessive risk-taking, and business model (R. La

' OECD in 2004 has issued “Principle of CG” that says: the CG framework should promote transparent and
efficient market, in line with the rule of law and the division of responsibilities among supervisory, regulatory, and
enforcement authorities.
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Porta,2000) -( G. Caprio, et al,2007) In addition, most of the studies on CG have evolved against a
setting of capitalism corporate system and mostly based on developed countries (G. Caprio, et al,2007)
-( E. H. Kim,2013) Table 1 below specifically provides the publication of CG in banking sector from
1980-2015.

Table 1 Publication of Corporate Governance Research from 1980-2015

Database or publisher Total no. of journals No. of bank corporate governance articles
Science Direct 5177 239

Scopus Elsevier 5300 992

Emerald Insight 84 307

Wiley-Blackwell 53 28

Springer 92 35

Taylor & Francis 168 23

* All Journal are categorized under the subject of economics, finance, accounting, business, and management
® Using keyword ‘corporate governance or ‘bank corporate governance
Source: author’s compilation (2016)

Despite the proliferation of the CG concept in conventional literature, however to the best of author
knowledge, there is still sparse research on CG in Islamic banks. Thus, this study attempts to shed light
on that important aspect of CG in Islamic banks by the way of addressing the literature gaps of the
existing studies on the CG in Islamic banks and its mechanisms. Specifically, in order to address the
literature gaps of CG, this study endeavours to identify the key elements and dimensions of corporate
governance from Islamic point of view.

This study is organized as follows. Section 2 provides an overview of CG theories. Section 3
reviews the existing studies of CG in Islamic banks from various aspects. Section 4 provides dimension
of CG from Islamic perspective. Finally, section 5 is the conclusion and suggestions for further
explorations.

2 An Overview of Corporate Governance Theories

The first code on CG can be traced back in 1992 during which Sir Adrian Cadbury (The Chairman
of the UK committee on the financial aspects of CG) was launched the Report and Code of Best Practice
of CG, also well-known as the Cadbury Report (Cadbury, A, 1992). The report was launched to discover
the issues of corruption in UK corporations and to ascertain an accountability frameworks of the BOD.
According to Cadbury Code, CG can be defined as the system by which the company is directed and
supervised by several parties, for instance board of directors (BOD), management, auditors, to ascertain
that the company is moving towards their goals (Cadbury, A, 1992). A later effort arose in 1999 that was
presented by Bank for International Settlements (BIS) to which establishing Basel Committee on
Banking Supervision (BIS-committee). The BIS-committee had issued the guidelines and mechanisms
of CG practices to ensure that there is effective corporate governance at every banking institution.'
These guidelines were then revised accordingly in year 2006, 2010, and 20157 ( Basel Committe on
Banking Supervision,2015). The BIS guideline of CG, accordingly, is regarded as the most widely
accepted framework of CG in conventional finance (Mizushima, 2013). According to the latest version
of BIS guidelines, CG is the division of authorities and responsibilities by which the business affairs of a
bank are directed and controlled by its board and senior management.

Prior to BIS initiative on CG, Organisation for Economic Co-operation and Development (OECD)
has determined the principles of CG which have become a global benchmark for policy makers,
investors, and other stakeholders. According to OECD, CG is a set of relationship between a company
management, board of directors (BOD), shareholders and other stakeholders (OECD,2015) In latter
stage, OECD has issued the revised version of CG principles in 2015°. According to OECD (2015), the

! <http://www.bis.org/BIS/publ/d328.htm>. Retrieved at 24 February 2016

2 The first revision of BIS guidelines of CG, “Enhancing Corporate Governance for Banking Organizations”, was
launched in February, 2006. The second revision, “Principles for enhancing Corporate Governance”, was issued in
October, 2010. Lately, in July 2015, BIS has issued “Guidelines: Corporate Governance principles for Banks”

? The revised version of OECD principles of CG was issued at the G20 Finance Ministers and Central Bank
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CG mechanism should encourage transparent, efficient, and fair market. This mechanism should be in
line with the rule of law and ascertain effective supervision and enforcement.

These OECD principles are attempted to support economic efficiency, sustainable growth and
financial stability. To do so, the principles suggest that good CG framework should provide the right
incentives to shareholders, BOD, executives, financial intermediaries, and service provides to achieve
objectives that are in the interest of company and shareholders. Moreover, good CG should facilitate
effective checks and balances for the well function of an economy (Mizushima, 2013; OECD, 2015). In
short, table 2 below exhibits the definition of CG from several standard-setting bodies.

Table 2 Definition of CG from Various Standard-setting Bodies

No Standard-setting bodies Definition of CG

the system by which the company is directed and supervised by several

1 Cadbury Report (1992)  parties, for instance board of directors (BOD), management, auditors, to
ascertain that the company is moving towards their aims

organization for A set of relationship between a company management, board of directors

Economic Co-operation ~ (BOD), shareholders and other stakeholders to promote transparent, fair

2 and Development; OECD  markets, and the efficient allocation of resources. It should be harmony with
(2015) the rule of law and support effective supervision and enforcement
Basel Committee on CG involves the division of authority and responsibilities in which the
3 Banking Supervision at ~ business affairs of a bank are governed and controlled by its board and
BIS (2015) senior management.

3 Existing Studies on Corporate Governance in Islamic Banks

Despite the proliferation of publications in the Islamic banking and finance in the form of journal
articles, book chapters, conference papers, and reports has been increased substantially, there is sparse
research of CG practices in Islamic banks. Research on Islamic banks, particularly on CG, are
underdeveloped due to several reasons, among of which the limited quality and quantity of reputable
publication avenues dedicated to the subject of Islamic banking and finance'. In fact, journals in this
discipline is lack of visibility

CG is not a new phenomenon in Islam. The fundamentals of organizing the contractual relationship
between partners with respect to the division of responsibilities has been continuously practiced in
earlier civilizations®. Islam stipulates the concept of writing all forms of transactions and the contract
should be free from any exploitation. From maqasid al-shariah (objectives of shariah) perspective, CG is
the process and structure in managing business and affairs of the company with the goal of
maximization of shareholders wealth within the values and principles of maqasid al-shariah (Lahsasna,
2013). Magasid al-shariah in any muammalat transaction, including in Islamic banks, should be place as
an ultimate objective. Ibn-Ashur (2006) highlights the importance of maqasid al-shariah in determining
the level of maslahah (benefit) and mafasid (evil) that existed in particular case, including in the case of
Islamic banks. Shariah has governed the banking product innovation and services, hence, shariah
compliance is the backbone of Islamic banking business and regulations (Abu, Jasin, Abd Razak, and
Sharif, 2014). To uphold shariah compliance principles and ascertain the stakeholders of what Islamic
bank doing so, shariah governance is necessitated (Ginena, 2014). Concurrently, shariah governance
framework is also used to preserved shariah innovation and promoting stability in the market (Nazri,
2012). One of the importance element in such governance is the existence of shariah supervisory board
(SSB), which is responsible in supervising Islamic banks to be comply with shariah principles (AAOIFI,
2010).

In the context of standard-setting bodies, the Accounting and Auditing Organization for Islamic
Financial Institutions (AAOIFI), Islamic Financial Services Board (IFSB, 2006), and Bank Negara
Malaysia (BNM) had issued the CG frameworks for Islamic bank. The governance standards for IFI are
the tools used to realize the sharia prescriptions and meet the need of the IFI. Table below listed the

Governors meeting in Ankara Turkey on September 2015. This revised CG principles were subsequently
acknowledged at G20 Leaders Summit in Antalya Turkey on 15-16 November 2015. <Source: http://www.oecd.org
/corporate/principles- corporate-governance.htm>. Retrieved at 29 February 2016

' Definition of reputable and quality journal is referred to journal ranking and impact factors, i.e. Thomson Reuters
Journal Citation Reports (JCR) Impact Factor, Institute for Scientific Information (ISI) Web of Science h-index, and
SCOPUS indexed which are the renowned indexing system for journals today.

2 Said Bouheraoua, Shari’ah Fundamentals of Governance. in ISRA — Thomson Reuters [slamic Commercial Law
Report 2016, p.14
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definition of governance with regard to Islamic standard-setting bodies.
Table 3 Definition of CG from Islamic Standard-setting Bodies

No Standard-setting bodies Definition of CG
Accounting and Auditing
1 Organization for Islamic Not provided

Financial Institutions (AAOIFI)
A set of organizational arrangements in which the actions of
A . . management of IFIs are controlled in line with the interests of its
2 Islamic Financial Services shareholders, which provide the proper incentives for the BOD, SSB,
Board (IFSB) and management to pursue objectives and facilitate effective
monitoring, and comply with sharia rules and principles.

The process and structure used to manage and control the business
and affairs of the institutions in attempt to enhance business

3 Bank Negara Malaysia (BNM)  prosperity and accountability with the main objective of achieving
long-term shareholder values, whilst considering the interests of
other stakeholders.

From Islamic point of view, a stakeholder can be defined as the individual or any group whose
property rights are at stake or at risk as the consequences of the companies’ actions (Igbal and Mirakhor,
2003). According to these definitions, the company is expected to protect property rights of not only the
shareholders but also those who have actively engaged in the process of company seeking profit, and
those who adversely affected due to companies’ operation. They also argued that any group or
individuals who have any express and implied contractual obligations to the companies qualifies as a
stakeholder.

Igbal and Mirakhor (2004) raised several concerns about stakeholder’s model and governance in
Islamic economic system. They posited that stakeholder model of CG finds strong foundation in the
Islamic economic. By drawing from Divine Law of sharia, they discovered that Islamic concept of
property rights and Islamic law of contract from both explicit and implicit contracts are the basis for
stakeholder theory of CG. This causes them to further propose that all stakeholders ought to be included
into decision making activities of the firm's. Whereas the objectives of the firm are to preserve the
interests of all stakeholders not only those of just shareholders. A critical review of this paper reveals
that the concepts of stakeholder theory and CG are well articulated with convincing arguments and used
by two prominent scholars by emphasize on the rules of behaviour or Islamic norms. Hence, according
to them, these lead to recognize the role of stakeholders in decision making of a firm. However, far too
little attention has been paid to show how to ensure that property rights are protected in Islamic
economic system. The discussion of stakeholder theory and CG has not been able to explain a
conclusive argument on socio-economic grounds and formal analysis of the economics of stakeholder
model in Islamic economic system.

Critically examines, Chapra (2004) commented the work of Igbal and Mirakhor (2004) on
stakeholder model of governance in Islamic economic system. According to him, the paper has valuable
contribution to ascertain and justify the stakeholder theory which has been rooted from Islamic
principles. Nonetheless, he pointed out the loopholes in that paper especially the lack of evidence to
show how to ascertain that property rights are guaranteed in an Islamic economic system. Chapra
critically viewed that Islamic norms of behavior do not automatically internalized to protect
stakeholders’ rights. The existence of moral values or Islamic norms of behavior on stakeholders’ rights,
albeit its prominent, will not be adequate enough. As a consequence, according to Chapra, it’s necessary
to have an effective socio-economic mechanism based on incentives and deterrents to protect the
stakeholders’ rights.

Dusuki (2012) has proposed that the pyramid of maslahah as a viable tool to devise a
decision-making framework and managing conflicts arising from diverse stakeholder groups in Islamic
financial institutions (IFIs). In addition, the findings are consistent with findings of past studies by Igbal
and Mirakhor (2004), which showed that stakeholder theory in Islamic perspectives provide a strong
basis pertaining who can be deemed as a stakeholders and what are the rights and responsibilities. The
uniqueness of this study exists in the fact that the application of the pyramid of maslahah in stakeholder
management. According to him, the principles of maslahah can be used as a framework for
decision-making processes and general guidelines to resolve conflicts arise among various stakeholder
groups. For instance, managers of the firms ought to protect the basic needs of their employees by a way
of providing sufficient and convenient prayer rooms and guarantying the safety of their employees. This
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example reflects the protection of religion and life which is constituted as essential or fundamental
responsibilities (daruriyyat) to be fulfilled by IFIs.

Bhatti and Bhatti (2012) carried out comprehensive study of CG in Islamic finance. They discuss
the concept, framework, and structure of Islamic CG (ICG) and analyze whether its viable in current
corporate structure. According to them, the ICG frameworks are in harmony with OECD principles of
governance. However, unlike Anglo-model of governance which is based on the spirit of self-interest,
the ICG model is built upon ethics and morals to realize the maqasid al-shari'ah (objectives of shariah).
Moreover, the authors also posit that the ICG model tends to support the stakeholder theory. The critical
review of this paper reveals that although they have been extensively discussing the concept and
framework of ICG, there has been limited efforts to show how this model can be used properly in
Islamic financial system.

Needless to say, there is also a trade-off existed in the context of shariah governance framework.
According to Akhtar (2006), CG from shariah perspective stemming from two core dimensions: (1)
faith-based that govern of the business in harmony with shariah principles, and (2) profit motive that
recognize business activities and wealth maximization. However, the agency structures in Islamic banks
perhaps may raise a conflict between the need to comply with shariah principles and maximization of
shareholders’ wealth (Safieddine, 2009). Agency theory explains the separation of management and
ownership of the company, which raise an agency cost (Jensen and Meckling, 1976).

Hassan, Joseph, and Bashir (2003) reported that the major shareholders for Islamic banks are
government, government agencies, giant financial institutions, and big individual investors. They raised
several concerns on big individual investors form the board of directors (BOD). Accordingly, they
indicated that equity holders can be regarded as insiders to the bank, whilst investment depositors
(mudarabah and musharakah account holders) are considered as outsiders to the bank. Therefore, the
existence of these two groups raise the conflict between insiders (BOD) and outsiders (investment
depositors) due to the occurrence of asymmetric information (Hassan et al, 2003).

In addition to Hassan et al (2003), Safieddine (2009) argued that Islamic banks are facing the
trade-off between shariah compliance and mechanism protecting investors right. The managers of
Islamic banks are required to balance the interests between maximize shareholders value of their
investment, and comply with shariah compliance principles (Akhtar, 2006). Subsequently, based on the
contract stipulated between the banks and investment depositors, the managers are able to share in
profits but not in losses and prohibit depositors to interfere the management. As a consequence, the
depositors are separated from their control right in the management of their funds (Safieddine, 2009).

4 Dimensions of Corporate Governance in Islamic Banks

Despite the proliferation of research on CG in Islamic banks, the majority have strongly
emphasizes in investigating CG practices in particular applications and settings (Al-Beshtawi, Zraqat, &
Al —Hiyasat, 2014; Al-Malkawi et al., 2014; Archer, Karim, & Al-Deehani, 1998; Bhatti & Bhatti, 2009;
Bukhari, Awan, & Ahmed, 2013; Mizushima, 2013; Wilson, 2009). These studies oftentimes have
different interpretations on the CG concept from Islamic point of view. As a matter of fact, there is little
agreement in the use of CG principles or dimensions from Islamic perspective. Accordingly, albeit the
literature is reasonably broad however lacks of consistency and strong underpinning principles.
Therefore, the aims of this paper is to present the synthesis of literature on CG from Islamic perspective
and identifying the broad dimensions that have been employed in the study of CG from Islamic banking
and finance.

In doing so, the keyword “corporate governance”, “Islamic banks”, and “Islamic perspective” were
entered into the major research database such as Science Direct, Emerald Insight, Scopus Elsevier,
Wiley-Blackwell, Springer, and Taylor & Francis. This first process provides considerable articles in the
form of journal articles, conference papers, reports, and thesis. A further step was undertaken to remove
articles from database that use the keywords of corporate governance, Islamic banks, and Islamic
perspective yet did not precisely address the issues of corporate governance per se. In sum, 57 articles
were included in this study. The review employed articles published between 1990 and 2016. The
starting point in 1990 was selected since the seminal paper such as Cadbury Report was released.

To form a deeper understanding of CG from Islamic perspective, the characteristics/dimensions of
each article were reviewed through manual read by author and calculated the frequency using NVivo 11
software. Hence, if a dimension of CG was considered by ten authors, accordingly, this dimension will
then have a frequency of ten. These bulk list of dimensions were listed in a descending order. Figure 1
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below exhibits the frequency with which dimensions of corporate governance in Islamic banking and
finance have been identified in the analysis.

In most cases, the concept of CG from Islamic perspective is defined by these dimensions. For
instance, the report released by ISRA & Thomson Reuters (2016) identified corporate governance
concepts related to Islamic banks, namely:

1) Sharia scholars qualifications

2) Synergies between scholars and practitioners

3) Standardization

4) Accountability

5) Responsibility

6) Transparency

7) Trustworthiness (Amanah)

8) Independence

9) Competency

Dimensions of corporate governance in Islamic
banks

Sharia scholars
Stakeholders role
Responsibility
Ownership
Transparency
Sharia compliance
Performance
Disclosure
Shareholder right
Auditing

Risk management
Independence
Accountability
Rule of law
Effectiveness
Harmonization and supervision
Culture
Innovation
Strategic vision
Competency
Trust (Amanah)
Fatwa

Efficiency
Standardization

o

10 20 30 40 50 60

Figure 1 Identified Dimensions of Corporate Governance in Islamic Banking and Finance

It was not surprising to find that different researchers have different characteristics of corporate
governance because of their differences in the definition of governance per se. Say for example,
Choudhury and Haque (2006) have identified the characteristics of governance in Islamic corporations
are shuratic process, sharia rules, effectiveness, accountability social responsibility. Whereas
Abu-Tapanjeh (2009) states that Islamic principles of corporate governance are identified from
shareholders right, equitable, stakeholders’ role, disclosure, transparency, and responsibility. Conversely,
Zain, Zulkarnain, and Hassan (2015) included accountability, sharia compliance, performance, and
consultation as a proxy for sharia governance in their study.

In sum, there are 24 identified dimensions of corporate governance from the analysis. Most of these
dimensions also recognized in corporate governance from conventional literature. Moreover, the most
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frequently dimensions of governance from Islamic perspective can be named as follows: (1) sharia
scholars, (2) stakeholders role, (3) responsibility, (4) ownership, (5) transparency, and (6) sharia
compliance. Each of these frequent dimensions was mentioned in more than 30 articles respectively. In
addition, two-third of all dimensions investigated in the corporate governance literature pertinent to the
context of Islamic banking and finance being examined by author. Table 4 below shows the citation
references for each identified dimensions of corporate governance in Islamic banking and finance
Table 4 Identified Dimensions of Corporate Governance in Islamic Banking and Finance.

Dimension

Citation References

Sharia scholars

Abdel-Baki & Leone Sciabolazza, 2014; Abdullah, Percy, & Stewart, 2015; Abu, Jasin,
Abdul Razak, & Sharif, 2014; Abu-Tapanjeh, 2009; Ahmad & Omar, 2016; Ahmed,
2014; Akhtar, 2006; Al-Beshtawi et al., 2014; Al-Malkawi et al., 2014; Alnasser &
Muhammed, 2012; Al-Sadah, 2007; Archer et al., 1998; Bakar, 2011; Bhatti & Bhatti,
2009; Bukair & Abdul Rahman, 2015; Bukhari et al., 2013; M. Umer Chapra & Ahmed,
2002; Choudhury & Hoque, 2006; Dalwai et al., 2015; Darmadi, 2013; Ghayad, 2008;
Ginena, 2014; Grassa, 2013, 2016; Hamza, 2013; Haniffa & Hudaib, 2013; Hasan, 2009,
2012; Hashim, Mahadi, & Amran, 2015; N. A. Ismail & Razak, 2014; ISRA & Thomson
Reuters, 2016; Lewis, 2005; Mizushima, 2013; Mollah & Zaman, 2015; Muneeza, 2014;
Nathan & Ribiére, 2007; Rosly, 2010; Safieddine, 2009; Shafii, Ali, & Kasim, 2014;
Shahzad Bukhari, Awan, & Ahmed, 2013; Shaw, 2015; Srairi, 2015; Ullah, 2014;
Wijethunga & Ekanayake, 2015; Wilson, 2009; Zain, Zulkarnain, & Hassan (2015)

Stakeholders role

Abdel-Baki & Leone Sciabolazza, 2014; Abdullah et al., 2015; Abu et al., 2014; Abu-Tapanjeh,
2009; Ahmad & Omar, 2016; Ahmed, 2014; Akhtar, 2006; Al-Beshtawi et al., 2014;
Al-Malkawi et al., 2014; Alnasser & Muhammed, 2012; Al-Sadah, 2007; Archer et al., 1998;
Bakar, 2011; Bhatti & Bhatti, 2009; Bukair & Abdul Rahman, 2015; Bukhari et al., 2013; M.
Umer Chapra & Ahmed, 2002; Muhammad Umer Chapra, 2004; Dalwai et al., 2015; Darmadi,
2013; Dusuki, 2012; Ghayad, 2008; Ginena, 2014; Grassa, 2013, 2016; Hamza, 2013; Haniffa
& Hudaib, 2013; Hasan, 2009, 2012; Hashim et al., 2015; Igbal & Mirakhor, 2004; N. A. Ismail
& Razak, 2014; ISRA & Thomson Reuters, 2016; Kasim, Ibrahim, & Sulaiman, 2009;
Mizushima, 2013; Nathan & Ribiére, 2007; Shafii et al., 2014; Shahzad Bukhari et al., 2013;
Shaw, 2015; Srairi, 2015; Ullah, 2014; Zain et al (2015)

Responsibility

Abdel-Baki & Leone Sciabolazza, 2014; Abdullah et al., 2015; Abu et al., 2014;
Abu-Tapanjeh, 2009; Ahmed, 2014; Akhtar, 2006; Al-Beshtawi et al., 2014; Al-Malkawi et
al., 2014; Alnasser & Muhammed, 2012; Al-Sadah, 2007; Archer et al., 1998; Bakar, 2011;
Bhatti & Bhatti, 2009; Bouzenita, 2012; Bukair & Abdul Rahman, 2015; M. Umer Chapra &
Ahmed, 2002; Choudhury & Hoque, 2006; Darmadi, 2013; Dusuki, 2012; Ghayad, 2008;
Ginena, 2014; Grassa, 2013; Hamza, 2013; Haniffa & Hudaib, 2013; Hasan, 2009, 2012;
ISRA & Thomson Reuters, 2016; Kasim et al., 2009; Lewis, 2005; Mizushima, 2013;
Muneeza, 2014; Nathan & Ribiére, 2007; Rosly, 2010; Safieddine, 2009; Shafii et al., 2014;
Srairi, 2015; Wijethunga & Ekanayake, 2015; Wilson, 2009; Zain et al., (2015)

Ownership

Abdallah, Hassan, & McClelland, 2015; Abdel-Baki & Leone Sciabolazza, 2014;
Abdullah et al., 2015; Abu-Tapanjeh, 2009; Ahmad & Omar, 2016; Ahmed, 2014;
Akhtar, 2006; Al-Beshtawi et al., 2014; Al-Malkawi et al., 2014; Alnasser &
Muhammed, 2012; Al-Sadah, 2007; Archer et al., 1998; Bakar, 2011; Ben Slama Zouari
& Boulila Taktak, 2014; Bukair & Abdul Rahman, 2015; Bukhari et al., 2013; M. Umer
Chapra & Ahmed, 2002; Dalwai et al., 2015; Dusuki, 2012; Ghayad, 2008; Grassa,
2013, 2016; Hamza, 2013; Hasan, 2012; Hashim et al., 2015; Kasim et al., 2009; Lewis,
2005; Mizushima, 2013; Mollah & Zaman, 2015; Nathan & Ribiére, 2007; Shahzad
Bukhari et al., 2013; Shaw, 2015; Srairi, 2015; Ullah, 2014; Wijethunga & Ekanayake,
2015; Zain et al (2015)

Transparency

Abdallah et al., 2015; Abdel-Baki & Leone Sciabolazza, 2014; Abdullah et al., 2015;
Abu et al, 2014; Abu-Tapanjeh, 2009; Ahmad & Omar, 2016; Akhtar, 2006;
Al-Beshtawi et al., 2014; Al-Malkawi et al., 2014; Al-Sadah, 2007; Archer et al., 1998;
Archer & Rifaat, 2013; Bakar, 2011; Ben Slama Zouari & Boulila Taktak, 2014; Bhatti
& Bhatti, 2009; Bukair & Abdul Rahman, 2015; M. Umer Chapra & Ahmed, 2002;
Muhammad Umer Chapra, 2004; Choudhury & Hoque, 2006; Dalwai et al., 2015;
Darmadi, 2013; Dusuki, 2012; Ghayad, 2008; Hashim et al., 2015; N. A. Ismail &
Razak, 2014; Mizushima, 2013; Nathan & Ribiére, 2007; Safieddine, 2009; Shahzad
Bukhari et al., 2013; Shaw, 2015; Srairi (2015)

Sharia compliance

Abdel-Baki & Leone Sciabolazza (2014); Abdullah et al., 2015; Abu et al., 2014;
Abu-Tapanjeh, 2009; Ahmed, 2014; Akhtar, 2006; Al-Beshtawi et al., 2014; Al-Malkawi
et al., 2014; Alnasser & Muhammed, 2012; Al-Sadah, 2007; Bakar, 2011; Bukhari et al.,
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2013; M. Umer Chapra & Ahmed, 2002; Dalwai et al., 2015; Darmadi, 2013; Ginena,
2014; Grassa, 2013; Hamza, 2013; Hashim et al., 2015; N. A. Ismail & Razak, 2014;
ISRA & Thomson Reuters, 2016; Kasim et al., 2009; Lewis, 2005; Mizushima, 2013;
Nathan & Ribiére, 2007; Safieddine, 2009; Shafii et al., 2014; Shahzad Bukhari et al.,
2013; Shaw, 2015; Srairi, 2015; Ullah, 2014; Wijethunga & Ekanayake, 2015; Wilson,
2009; Zain et al (2015)

Abdallah et al., 2015; Abdel-Baki & Leone Sciabolazza, 2014; Abdullah et al., 2015;
Abu-Tapanjeh, 2009; Ahmad & Omar, 2016; Al-Malkawi et al., 2014; Alnasser &
Muhammed, 2012; Al-Sadah, 2007; Archer et al., 1998; Bakar, 2011; Ben Slama Zouari
& Boulila Taktak, 2014; Bukair & Abdul Rahman, 2015; Bukair & Rahman, 2015;
Performance Bukhari et al., 2013; M. Umer Chapra & Ahmed, 2002; Choudhury & Hoque, 2006;
Dalwai et al., 2015; Darmadi, 2013; Dusuki, 2012; Ghayad, 2008; Grassa & Matoussi,
2013; Grassa, 2016; Hasan, 2012; Igbal & Mirakhor, 2004; ISRA & Thomson Reuters,
2016; Lewis, 2005; Mollah & Zaman, 2015; Rosly, 2010; Safieddine, 2009; Srairi, 2015;
Ullah, (2014)

Abdallah et al (2015); Abdel-Baki & Leone Sciabolazza (2014); Abdullah et al (2015);
Abu et al (2014); Abu-Tapanjeh (2009); Ahmad & Omar (2016); Akhtar (2006);
Al-Beshtawi et al (2014); Al-Malkawi et al (2014); Alnasser & Muhammed (2012);
Al-Sadah (2007); Archer et al (1998); Archer & Rifaat (2013); Bakar (2011); Bhatti &
Bhatti (2009); Bukair & Abdul Rahman (2015); Bukhari et al (2013); M. Umer Chapra
& Ahmed (2002); Dalwai et al (2015); Ginena (2014); Haniffa & Hudaib (2013);
Hashim et al (2015); ISRA & Thomson Reuters (2016); Mizushima (2013); Mollah &
Zaman (2015); Safieddine (2009); Shahzad Bukhari et al (2013); Srairi (2015)

Disclosure

Abu-Tapanjeh (2009); Ahmad & Omar (2016); Ahmed (2014); Akhtar (20006);
Al-Malkawi et al (2014); Alnasser & Muhammed (2012); Al-Sadah (2007); Archer et al
(1998); Archer & Rifaat (2013); Bakar (2011); Ben Slama Zouari & Boulila Taktak
(2014); Bhatti & Bhatti, (2009); Bukhari et al (2013); Muhammad Umer Chapra (2004);
Darmadi (2013); Dusuki (2012); Ghayad (2008); Grassa (2013, 2016); Hasan (2009,
2012); Hashim et al (2015); Igbal & Mirakhor (2004); ISRA & Thomson Reuters
(2016); Lewis (2005); Mollah & Zaman (2015); Nathan & Ribi¢re (2007); Rosly,
(2010); Wijethunga & Ekanayake (2015)

Shareholder right

Abdullah et al (2015); Abu-Tapanjeh (2009); Ahmad & Omar (2016); Al-Beshtawi et al
(2014); Al-Malkawi et al (2014); Al-Sadah (2007); Archer et al (1998); Archer & Rifaat
(2013); Bakar (2011); Bukair & Abdul Rahman (2015); M. Umer Chapra & Ahmed
Auditing (2002); Ginena (2014); Haniffa & Hudaib (2013); N. A. Ismail & Razak (2014); ISRA &
Thomson Reuters (2016); Kasim et al (2009); Lewis (2005); Mizushima (2013);
Muneeza (2014); Nathan & Ribiére (2007); Rosly (2010); Safieddine (2009); Shafii et al
(2014); Srairi (2015); Ullah (2014); Wijethunga & Ekanayake (2015)

Abdallah, Hassan, & McClelland (2015); Abdel-Baki & Leone Sciabolazza (2014);
Abdullah, Percy, & Stewart (2015); Ahmed (2014); Akhtar (2006); Al-Malkawi, Pillai,
& Bhatti (2014); Al-Sadah (2007); Archer, Karim, & Al-Dechani (1998); Archer &
Risk management | Rifaat (2013); Bukair & Rahman (2015); Chapra & Habib (2002); Dalwai, Basiruddin,
& Abdul Rasid (2015); Darmadi (2013); Ginena (2014); Grassa (2013); Hamza (2013);
Ismail & Razak (2014); ISRA & Thomson Reuters (2016); Mizushima (2013); Rosly
(2010); Safieddine (2009); Srairi (2015); Wijethunga & Ekanayake, (2015)

Al-Beshtawi, Zraqat, & Al —Hiyasat (2014); Alnasser & Muhammed (2012); Al-Sadah
(2007); Bakar (2011); Chapra & Habib (2002); Dalwai et al. (2015); Darmadi (2013);
Grassa (2013); Hamza (2013); Hashim, Mahadi, & Amran (2015); ISRA & Thomson
Reuters (2016); Kasim, Ibrahim, & Sulaiman (2009); Mizushima (2013); Mollah &
Zaman (2015); Nathan & Ribiére (2007); Safieddine (2009); Srairi (2015); Wilson
(2009)

Independence

Abu-Tapanjeh (2009); Ahmad & Omar (2016); Alnasser & Muhammed (2012);
Al-Sadah (2007); Bakar (2011); Bhatti & Bhatti (2009); Bukair & Abdul Rahman
(2015); Chapra & Habib (2002); Darmadi (2013); Dusuki (2012); Haniffa & Hudaib
(2013); Hasan (2009); Igbal & Mirakhor (2004); ISRA & Thomson Reuters (2016);
Kasim, Ibrahim, & Sulaiman (2009); Lewis (2005); Mizushima (2013); Mollah &
Zaman, (2015)

Accountability

Alam Choudhury & Ziaul Hoque (2006); Al-Beshtawi, Zraqat, & Al —Hiyasat (2014);
Effectiveness Al-Malkawi, Pillai, & Bhatti (2014); Alnasser & Muhammed (2012); Al-Sadah (2007);
Bukair & Abdul Rahman (2015); Bukhari, Awan, & Ahmed (2013); Chapra & Habib
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(2002); Hamza (2013); Mizushima (2013); Mollah & Zaman (2015); Noor Azian Ismail
& Shaikh Hamzah Abdul Razak (2014); Safieddine (2009); Shahzad Bukhari, Awan, &
Ahmed (2013); Wilson (2009)

Abdullah, Percy, & Stewart (2015); Abu-Tapanjeh (2009); Ahmad & Omar (2016);
Ahmed (2014); Alnasser & Muhammed (2012); Bakar (2011); Bhatti & Bhatti (2009);
Rule of law Darmadi (2013); Ghayad (2008); Grassa (2013); ISRA & Thomson Reuters (2016);
Lewis (2005); Muneeza (2014); Rosly (2010); Wijethunga & Ekanayake (2015); Wilson
(2009)

Abdullah et al (2015); Akhtar (2006); Alnasser & Muhammed (2012); Al-Sadah (2007);
Archer, Karim, & Al-Dechani (1998); Bukair & Abdul Rahman (2015); Chapra & Habib
Harmonization (2002); Ghayad (2008); Ginena (2014); Grassa (2013); Hamza (2013); ISRA &
Thomson Reuters (2016); Lewis (2005); Mollah & Zaman (2015); Safieddine (2009);
Ullah (2014)

Abdallah, Hassan, & McClelland (2015); Ahmed (2014); Bakar (2011); Bukair & Abdul
Rahman (2015); Bukhari, Awan, & Ahmed (2013); Chapra & Habib (2002); Darmadi

Culture (2013); Grassa & Matoussi (2013); Haniffa & Hudaib (2013); Hashim, Mahadi, &
Amran (2015); Mizushima (2013); Nathan & Ribiere (2007); Shahzad Bukhari, Awan, &
Ahmed (2013)
Abu, Jasin, Abdul Razak, & Sharif (2014); Abu-Tapanjeh (2009); Ahmed (2014); Akhtar
Innovation (2006); Ghayad (2008); Hasan (2012); ISRA & Thomson Reuters (2016); Nathan &

Ribiére (2007); Rosly (2010)

Abu-Tapanjeh (2009); Bakar (2011); Grassa (2013); Hasan (2009); Hashim, Mahadi, &
Amran (2015); Mizushima (2013); Nathan & Ribiére (2007)

Alnasser & Muhammed (2012); Bakar (2011); ISRA & Thomson Reuters (2016);

Strategic vision

Competency Mizushima (2013); Mollah & Zaman (2015); Shafii, Ali, & Kasim (2014); Wilson,

Fatwa Sfl(r)l(:lizer & Muhammed (2012); Ginena (2014); Grassa (2013); Hamza, (2013); ISRA &
Thomson Reuters (2016) . '

Trust (Amanah) ﬁg&ﬁ?ﬁ?&ggg&b ;&)rcher & Rifaat (2013); Hasan, (2012); Igbal & Mirakhor (2004);

Efficiency ﬁggilgd(z(ggzl)él); Al-Beshtawi, Zraqat, & Al —Hiyasat (2014); Bakar (2011); Chapra &

Standardization Akhtar (2006); Hamza (2013); ISRA & Thomson Reuters (2016)

5 Conclusions and the Way Forward

This paper has provided the critical analysis and synthesis of the plethora governance literature in
Islamic banks. A review of bulk 57 published articles from the Islamic banking literature identified 24
dimension of CG that has been employed in this study. Out of these dimension, the six most frequently
used as corporate governance dimensions in Islamic banks are: sharia scholars, stakeholders’ role,
responsibility, ownership, transparency, and sharia compliance. More importantly, the evidence of this
review confirm that despite the proliferation of literature in CG there is ambiguous in defining the CG
and its dimensions from Islamic perspective.

The aims of the paper were to investigate and provide the various dimension of CG in Islamic
banking and finance literature. Importantly, the contribution of this study is obvious as this has not
previously been undertaken in the field of Islamic banking and finance. The evidence of this paper
enables us to understand why the CG concept in Islamic banks is so disparate. Accordingly, this paper
provides a basis to other researchers for replicating and testing these identified dimensions in further
research. Due to the scope and limitations of this paper, future research can address the issues more
detail by the way of exploring the theoretical constructs of CG concept in Islamic banks, and investigate
the dimensions that constitute CG for Islamic banks.
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