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ABSTRACT 
 

Risk reporting is essential in notifying investors on how companies manage the risks they engage 
in. Even though companies nowadays release information through press releases, corporate 
websites, and other forms of communications, they still have to disclose more information in their 
annual reports. The objective of this study is to examine the determinants of voluntary risk 
disclosures of Shariah compliant companies (ShCCs) in Malaysia, focusing on the religiosity 
factor and the ownership structure. A quantitative analysis using secondary data was employed as 
a method to assess the annual reports of 116 Shariah compliant companies in Malaysia for the 
financial years of 2012 and 2013. The findings of this study reveal that the voluntary risk 
disclosures in ShCCs on average are not more than sixty per cent. This study indicates no 
relationship between the religiosity of board members and directors’ ownership to the level of 

voluntary risk disclosure. More importantly, this study finds the relationship between the existence 
of government ownership and voluntary risk disclosure in ShCCs. The study adds value to the 
current body of knowledge in voluntary risk disclosures and suggests the importance of risk 
management information in the annual reports of ShCCs as Malaysia grows as a leading country 
in the Islamic economy. 
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INTRODUCTION 

 
The absence of risk management information in companies’ annual reports have steered regulators 
as well as researchers (Ismail, 2013; Bursa Malaysia, 2012a; Cabedo & Tirado, 2004) to demand 
for information on risks from these companies.  The ever increasing corporate scandals have 
stunned the confidence among investors and creditors in companies’ financial reporting (Ismail & 
Rahman, 2013). Therefore, risk disclosure has become an important element in corporate 
communication (Beretta & Bozzolan, 2004), where companies are encouraged to provide more 
voluntary information regarding their risk management (Securities Commission, 2012). Indeed, 
risk reporting and disclosures have become a main concern of many international accounting 
standard-setters and regulators (Atan et al., 2010). Companies that provide comprehensive 
reporting of their risk management will enhance their investor’s confidence, as voluntary 
disclosure is viewed as credible information (Healy & Palepu, 2001). In this case, voluntary 
disclosure may act as a mechanism to differentiate superior and significant information in 
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explaining mandatory information (Healy & Palepu, 2001). Further, lack of comprehensive 
voluntary risk information will give impact on the business’ future as well as investor’s confidence 

(Cabedo & Tirado, 2004; Ismail, Arshad, & Othman, 2012). These disclosure practices regarding 
risks are expected more in Shariah Compliant Companies (ShCCs) as the principle of being 
transparent is in adherence to the Islamic value.  

According to prior studies, a good governance practice enhances monitoring, thus provides an 
excellent economic communication, thereby enhancing voluntary disclosure in annual reports 
(Chen & Janggi, 2000; Cheng & Courtenay, 2006; Cheung, Connelly, Limpaphayom, & Zhou, 
2006; Eng & Mak, 2003; Ho & Wong, 2001). Corporate governance mechanism in terms of board 
of directors, holds the responsibility in realising the excellence of corporate governance practices,
in which boards should establish clear roles and responsibilities in discharging its fiduciary and 
leadership functions (Securities Commission, 2012). Corporate governance mechanism as a 
monitoring tool ensures that financial statements prepared can deliver information that could help 
investors make decisions, for example, by disclosing important information on risks. A review of 
prior literature on corporate governance in Malaysia suggests that corporate governance factors 
such as directors’ ownership, government ownership and ethnicity, are worthy to be investigated 
further in relation to the disclosure of financial statements.  

Voluntary corporate disclosure has been comprehensively explored in recent years due to the 
growing importance of voluntary risk disclosures in the non-financial information of the annual 
reports (Ahmed H & Mohd Ghazali, 2013; Amalina Wan Abdullah, Percy, & Stewart, 2013; 
Ousama & Fatima, 2010;). Nevertheless, the lack of studies on voluntary risk disclosure focusing 
on Shariah Compliant Companies in Malaysia is evident as most previous literatures focused more 
on Public Listed Companies and Islamic Financial Institutions (Ismail, 2013; Atan et al., 2010; R. 
F. Ismail et al., 2012; R. Ismail & Rahman, 2011; Rahman, Kighir, Oyefeso, & Salam, 2013).
Hence, this study seeks to explore the impacts of social values of the companies’ accomplishments,
focusing on the determinants of voluntary risk disclosures in Shariah compliant companies. 
Therefore, the main objective of this study is to examine the determinants of voluntary risk 
disclosures of ShCCs in Malaysia. The sub-objectives of this study are; to examine the association 
of ethnicity of board with voluntary risk disclosure; to examine the association of boards’

ownership with voluntary risk disclosure; and to examine the association of government ownership 
with voluntary risk disclosure. The following section provides the literature review and hypotheses 
development. Section 3 discusses the research design and methodology. Section 4 explains the 
findings, while section 5 concludes the study.

LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT

The post 1997 Asian financial crisis has solved the liquidity problem resulting from surplus funds 
from the Islamic finance industries, which has led to the emergence of the Islamic Capital Market 
(ICM) (Bursa Malaysia, 2012b). The aim of setting up the ICM is to globalise Malaysia as a centre 
for ICM in the Islamic economy. The ICM represents an assertion of religious law in capital market 
transactions where the “market is free from prohibited activities and elements such as riba (usury), 

maisir (gambling) and gharar (ambiguity)” (Bursa Malaysia, 2012b). The pace of development in 
the Islamic capital market has created the formation of various international Islamic organisations 
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to study and promote this alternative market and has brought up Malaysia as an international 
Islamic finance hub (Nazri et al., 2014). Today, the Islamic capital market runs parallel to the 
conventional capital market and provide investors an alternative investment philosophy that is 
rapidly gaining acceptance and entrance by Muslims and non-Muslims (Ousama & Fatima, 
2010b). 

Malaysia has put on a continuous effort in promoting the country as a regional Islamic capital 
market. There are needs for continuous changes and improvements in meeting the complex and 
different demands of various sectors of the economy (Nazri et al., 2014). One of the efforts is the 
classification of companies as Shariah Compliant Companies (ShCCs), aiming to help investors 
who are concerned about the halal status of their investments to make their decisions. Shariah
compliant companies are companies that are regulated and monitored by the Shariah Advisory 
Council (SAC). These companies refrain from being involved in activities such as gambling and 
alcoholic business matters in order to comply with the Islamic Shariah principles. They are also
more likely to adhere to Islamic values such as accountability and transparency, as Islam requires 
a total commitment of Shariah in all aspects of life. Thus, in order to support the government’s
efforts, ShCCs must provide an excellent form of communication through their mandatory reports
and voluntary reports of financial results regarding risks and other vital information. Consequently,
this study hopes to contribute towards the understanding of risk management in the annual reports 
of ShCCs, hence assisting in strengthening the Islamic economy of this country. The Financial 
Accounting Standard Board describes “voluntary disclosures” as “information primarily outside 

of the financial statements that are not explicitly required by accounting rules or standards” 

(MASB, 2009). As such, voluntary disclosures involve disclosures in excess of the requirements 
and include accounting and other information that managers of a company deem relevant to the 
needs of various stakeholder groups (Jensen, 1993). Furthermore, risk disclosure is an example of
voluntary disclosure and has become an essential part of corporate disclosure where it will enhance
the transparency level of the company as well as the investor’s confidence towards them (Linsley 
& Shrives, 2005, 2006b). Similarly, Yazid and Muda (2006) found that companies with risk 
disclosure provided better assessments concerning the risks they faced. By disclosing the 
information, they are more likely to take the necessary actions to reduce their exposure to losses. 

Organisational legitimacy is the congruence between the social values associated with or implied 
by their activities and the norms of acceptable behaviour in the larger social system in which they 
are a part of (Tilling, 2004). Voluntarily disclosing information is one way to reduce the legitimacy 
gap (R. M. Haniffa & Cooke, 2005; Tilling, 2004). The legitimacy theory is defined as ‘‘a 

generalised perception or assumption that the actions of any entity are desirable, proper, or 
appropriate within some socially constructed system of norms, values, beliefs and definitions’’ 

(Suchman, 1995). There are four broad legitimation strategies identified by prior studies that firms 
may use to secure organisational legitimacy, which are: informing stakeholders about intended 
improvements in performance; seeking to change stakeholder’s perceptions of an event; distracting 

attention away from an issue; and changing external expectations about its performance 
(Lindblom, C.K., 1994). As a result, this study is expected to assist the literature in exploring the 
behaviour of voluntary risk disclosure through these companies’ responses to the organisational 
legitimacy gap. ShCCs are expected to provide more information on voluntary risks in order to 
respond to the society on their responsiveness towards the changing environments of the economy. 
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This study investigates the variation of Muslim directors on board and examines whether directors’

and government ownership in the companies affect their percentage of voluntary risk disclosure. 
Market to book ratio for each Shariah compliant company is used to control the effect of size 
differences. Figure 1.1 illustrates the framework of this research. This section provides the linkage 
between theoretical as well as empirical and research questions proposed in this study, from which 
the research hypotheses are then constructed

Figure 1.1: Research framework

Figure 1.1: The framework of the research 

The following hypotheses are built up based on the findings and arguments from prior studies. 
Shariah compliant companies are expected to be in line with Shariah rules and regulations set by 
the SAC. Thus, it is expected that these companies are operated by people who are knowledgeable 
about the Islamic values. However, in this multi-racial country, not all ShCCs are operated by 
Muslims. In the context of Malaysia, which is a multicultural country, it is very important to 
distinguish the attitudes and behaviours of the different races in society that influence the extent 
of voluntary disclosure (Haniffa & Cooke, 2000). The presence of religiosity as proxy for culture 
of decision makers within an organisation is important in some countries because the traditions of 
a nation are instilled in its people and might help explain why things are as they are (R. M. Haniffa 
& Cooke, 2005). The existence of clearly identifiable ethnic domination gives rise to differential 
monitoring in a company (Yatim, Kent, & Clarkson, 2006). Muslims are obliged to be transparent 
in showing their business matters, which is stated in the Holy Quran, Chapter Al- Baqarah, verse 
282;

“O ye who believe! When ye deal with each other, in transactions involving future 

obligations in a fixed period of time, reduce them to writing. Let a scribe write down 

faithfully as between the parties….”

Corporations are responsible for a wide spectrum of stakeholders and their aims should not strictly 
be on monetary values, but also on social responsibilities to the Ummah. Corporations should 
disclose information regarding its policies, especially on the risks they are facing. Haniffa & Cooke 
(2000) indicated cultural and corporate governance as determinants in voluntary disclosures. 
According to Yatim, Kent and Clarkson (2006), Bumiputera-dominated companies appear to have 
a better risk management system than non-Bumiputera dominated companies. Consequently, the 
presence of Islamic Malay directors is expected to give influence to the company’s disclosure 
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culture and practices due to their devotion to the Islamic values. In Malaysia, quite a number of 
public companies are family owned and managed, and it is more common among the Chinese 
(Ibrahim & Abdul Samad, 2011; Marimuthu, 2010). When family members own and manage the 
companies, they are less likely to accept their obligations to society (Haniffa & Cooke, 2000). 
They would prefer to have managers and directors from their own group, and this would limit the 
reporting practices to meet the bare minimum legal requirements. Thus, it may be expected that 
Chinese-managed companies would be less transparent or more secretive in their disclosure 
practices.  

H1: Ceteris paribus, there is a positive relationship between voluntary risk disclosures and the 
existence of Muslim directors in boards of the company.

According to MCCG (2012), the board of directors is responsible in managing all risks involved 
in the business and ensuring an effective system to monitor and manage the risks. The 
responsibilities held by the board of directors include determining the company’s level of risk 

tolerance and actively identify, assess and monitor key business risks to safeguard shareholders’ 

investments and the company’s assets, and ensure that their risk management system is viable and 
robust (Securities Commission, 2012). The board’s duty is to serve the interest of shareholders as 
well as make the company known to the outside environment through disclosure (M. Akhtaruddin 
& Haron, 2010).  The rationale for the existence of director ownership is to make the directors 
have the perspectives of real owners of the company in which they are expected to provide a
strategic leadership that aligns with the company’s interest (Chatterjee, 2009). The decisions on 
disclosure are in the boards’ hands (M. Akhtaruddin & Haron, 2010), therefore, the existence of 
director ownership in the company will enable them to serve the shareholders better as strategic 
leaders and thus provide more information on voluntary disclosure. However, studies found 
managerial ownership to be negatively associated with the extent of voluntary disclosure in 
Malaysian and Singaporean listed companies (Eng & Mak, 2003; Mohd Ghazali, 2007) and the 
results are significant. There are many reasons to explain this negative relationship. According to 
Darmadi (2013) and Ghazali (2007), voluntary disclosure is the director’s decision and they will 
disclose them voluntarily when the benefits outweigh the associated costs. Similarly, Jiang et al. 
(2009) indicated that directors provide minimum disclosures and less credible disclosures to 
outsiders to control and exploit their private benefits. Additionally, a highly concentrated 
ownership in a company results in less disclosure, especially on risks, as they discuss it in board 
meetings and not via annual reports (Konishi & Ali, 2007; Mokhtar & Mellett, 2013). Due to 
inconsistent arguments and findings, it is expected that director ownership has a relationship with 
voluntary disclosures.

H2: Ceteris paribus, there is a significant relationship between voluntary risk disclosures and 
director’s ownership held in the company.

The government of Malaysia owns a significant portion of corporate ownership (Claessens, 
Djankov, & Lang, 2000; Mohd Ghazali, 2010). The other ownership structure that gives a
significant influence to voluntary disclosure is government ownership. In the sense of risk 
disclosure, government owned companies may disclose less in annual reports in order to avoid bad 
perceptions from the public, as they are strongly politically associated and may want to guard their 
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political connections (Jiang, Habib, & Hu, 2011; Mohd Ghazali, 2007). Conversely, Ghazali 
(2007) argued that government owned companies provide more voluntary disclosure because they 
are accountable to the public. This argument is supported by Mohd Ghazali and Weetman (2006), 
where companies that are held by the government are forced to provide more disclosure in their 
annual reports because the government is accountable to the public at large. Similarly, government 
owned companies’ disclosure quality is higher than other companies because they are monitored 

by the government. Therefore, this study expects that ShCCs, in which the government owns a
portion of their shares, will provide additional disclosure. 

H3: Ceteris paribus, there is a positive relationship between voluntary risk disclosures and 
government ownership held in the company. 

Previous studies found that the volume of voluntary disclosures are related to the size of the 
company (Ahmed Haji & Mohd Ghazali, 2013; Haniffa & Cooke, 2005; Ismail et al., 2012; 
Rahman et al., 2013). Normally, large companies tend to disclose more as they have a wider 
ownership base than smaller companies and they are more sensitive to political costs, giving them 
additional incentives for voluntary disclosures (Al-Janadi, Rahman, & Omar, 2013). Therefore, 
the voluntary risk disclosure is related to the company’s size.

H4: There is a positive relationship between voluntary risk disclosures and the size of the company. 

RESEARCH DESIGN AND METHODOLOGY

Sample and Data Collection

This study focuses on the disclosure made by Shariah Compliant Companies (ShCCs) that are 
listed in Bursa Malaysia which was obtained from it’s website as well as from the Security 
Commission Malaysia’s website. As of 31st June 2014, there are a total of 666 ShCCs that are 
listed under Islamic securities in Bursa Malaysia. Only the top one hundred and fifty Shariah 
Compliant Companies are used as an initial sample based on capitalisation ranking on 31st of 
December 2013. Companies with bigger market capitalisation are usually the top companies. The 
top companies are expected to disclose more information in their annual reports because they are 
more likely to be inspected by the regulators. However, financial industry companies such as 
banking, insurance, trust, closed-end funds and securities are excluded from the sample due to 
their nature of being governed by the additional regulation aside from Malaysian Financial 
Reporting Standards (Ismail & Rahman, 2013).  

The table below shows the sample selection process. From the initial sample of 150 companies, 
three of them are financial companies, seventeen are delisted companies from the 2012 listing, and 
fourteen of the companies’ data are not available. After excluding these companies, the final 

sample consists of 116 companies.  

No. of Companies
Initial sample 150
Less: companies in the finance industry
Less: delisted companies

3
17
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Less : companies with unavailable data 14
Total usable data 116

Table 3.1: Data sampling process 

The data used in this study were gathered from multiple sources of secondary data which were 
downloaded from the annual reports available on the Bursa Malaysia website. The information 
about the voluntary risk disclosure was extracted and collected from these annual reports, while 
the financial information of the companies, which were used as the control variable, were extracted 
from the Bloomberg database. Specifically, it was used to collect data on the control variable, 
which is size of the companies. All the collected data from the annual reports were hand collected. 
The annual reports for the period of 2012 to 2013 were collected, including the data of dependent 
and independent variables. Thus, this study observed the voluntary risk disclosures for the years 
of 2012 and 2013 because these two years were the latest and had complete annual reports of the 
selected sample company. Prior to these, total observations for this study were 232. This study 
incorporated both corporate governance and personal characteristics of directors into the voluntary 
disclosure model using company-specific characteristics as control variables, which is similar to 
prior studies of Haniffa and Cooke (2000) and Haniffa and Cooke (2005) as the determinants to 
the voluntary risk disclosures of ShCCs in Malaysia. 

Variables

The following model was used primarily to test the hypotheses discussed and the variables are 
defined in Table 3.1: 

VRD = βo + β1MD + β2DO + β3GO + β4SIZE + εit

Types of Variables Variables Acronym Measurement Scale

Dependent variable Voluntary Risk 
Disclosure

VRD Voluntary Risk Disclosure Index

Independent 

variable

Muslim Directors MD Percentage of Muslim directors on
board
(Muslim Directors / Total Directors) x 
100

Independent 

variable

Directors Ownership DO Percentage of total directors’ 

ownerships
(Directors Shares / Total Shares) x 100

Independent 

variable

Government Ownership GO Percentage of government ownership

Control Variable Firm Size SIZE Log (Total Assets)
Table 3.2: List of variables 
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FINDINGS AND DISCUSSION

Descriptive Statistics

N Minimum Maximum Mean Median Std. 
Deviation

VRD 232 20.83 62.5 35.722 33.3333 7.11068

MD 232 0 100 38.1724 30.0000 27.9205
DO 232 0 57.1 10.5664 1.9000 16.04113
GO 232 0 87 9.7819 5.3500 15.87198
SIZE 232 2.18 7.25 3.3221 3.2102 0.67968

Table 4.1 – Descriptive Statistics of all variables 
The findings section begins with a discussion on the descriptive statistics for dependent, 
independent and control variables. Table 4.1 presents the descriptive statistics of the sampled 
companies. On average, the level of voluntary risk disclosure (VRD Score) is 35.72%, which 
implies that companies disclosed less than fifty per cent of the voluntary risk information to the 
users of the annual reports. This percentage is relatively low considering the importance of extra 
risk information for the users’ decision-making. The highest percentage of disclosure for this 
category is 62.50% and the lowest is 20.83%. The range of Muslim directors (MD) are from 100% 
to 0%. The average of Muslim directors is 30% which indicates that not all ShCCs are governed 
by Muslims. The statistics on director ownership (DO) indicate that on average, only 1.9% is 
owned by their board. On the other hand, these companies are 5.35% owned by the government 
(GO). The firm size (SIZE), proxies by logged total assets, indicates that the sample firms were 
widely distributed from 7.25 to 2.18.  

VOLUNTARY RISK DISCLOSURE

The table below outlines the companies that highly disclosed voluntary risk disclosure. Since the 
mean of voluntary risk disclosure is only 35.72% as referred in Table 4.1, these companies actually 
presented far more than the average compared to the other companies. However, these results are 
considered low by Ismail & Rahman (2011), considering the importance of risk management for 
users to make decisions. The highest percentage of VRD is 56.25% by Maxis Berhad whereas the 
lowest is 22.92% by White Horse Berhad.  

Company Mean Score Of VRD
Maxis Berhad 56.25
Tenaga Nasional Bhd 54.17
YTL Corporation Berhad 54.17
Axiata Group Berhad 47.92
Petronas Gas Berhad 47.92
Digi.Com Berhad 47.92
UMW Holdings Berhad 47.92
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Gamuda Berhad 47.92
Dialog Group Berhad 47.92
Sime Darby Berhad 45.83
Telekom Malaysia Berhad 45.83
Petronas Dagangan Bhd 43.75

Table 4.2: List of Companies with the highest voluntary risk disclosed on average for 2012-2013 

Variables Beta t Sig.
MD 0.059 0.919 0.359
DO 0.045 0.746 0.456

GO 0.119 1.877 0.062

SIZE 0.469 8.058 0.000

R .489

R Squared 0.239

Adjusted R Squared 0.226

F-Statistic 17.87

Significance 0.000

Table 4.3: Regression analysis on Voluntary Risk Disclosure 

The above table tabulates the summary of multiple regression results conducted.  Based on the 
regression analysis, the adjusted R squared value for voluntary risk disclosure is 22.6%. This value 
indicates that 22.6% of variation in the dependent variable is caused by variation in independent 
variables. This regression model is also significant at F (4,227) = 17.87, p < 0.01. Based on the 
regression results, Muslim directors do not give any significant contributions toward voluntary 
risk disclosure at 0.350, where it is higher than 0.05 of significant value. In contrast with Haniffa 
and Cooke (2005), the existence of Muslim directors is not crucial towards practicing voluntary 
risk disclosure. According to Haniffa and Cooke (2005), a policy of positive discrimination exists 
in business opportunities as ethnicity affects corporate behaviour, including its disclosure practice. 
The mean of Muslims’ existence in ShCCs is only 38.2%, which is respectively low considering
that these companies are guided by the Shariah Advisory Council. The low mean score of MD 
indicates that most ShCCs are owned by non-Muslims. In the study of Haniffa and Cooke (2005),
companies dominated by Malay directors will disclose more. This could explain the results of this 
study where most ShCCs dominated by non-Muslims or non-Malays did not provide additional 
disclosure of their risks. The first hypothesis is not supported because the P-value is 0.359. There 
is no significant relationship between voluntary risk disclosures and the existence of Muslim 
directors in Shariah Compliant Companies according to the regression result. According to the
legitimacy theory, the community expects organisations to be responsive to the environment in 
which they operate (Tilling, 2004). In the current environment and economy where everything is 
uncertain, the public expects ShCCs to provide more information as they are known to be guided 
by the Shariah. ShCCs are widely accepted as companies that operate within the Islamic 
boundaries, thus, they are expected to be more transparent than normal type companies. In contrast, 
non-Muslim directors may act like Muslim directors in meeting the expectations of the 
stakeholders to provide supplementary information in their annual reports. Therefore, no 
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difference is seen between Muslim and non-Muslim directors’ domination in terms of providing 

the risk management report.   

In addition, director’s ownership does not provide any significant contribution towards the 
voluntary risk disclosure at 0.456, where it is higher than 0.05 of significant value. This result is 
similar to prior studies (Ahmed Haji & Mohd Ghazali, 2013b; Eng & Mak, 2003). Jensen and 
Meckling (1976) stated that monitoring directors who have ownership interest might not disclose 
more to create pressure on the management. According to prior studies, these directors may not 
disclose more information because they already know the inside information and might be 
interested to maximise their interest, hence conceal some of the material information (Ahmed, 
2013; Chau & Gray, 2002; Eng & Mak, 2003; Leung & Horwitz, 2004). This result also supports 
Akhtaruddin et. al (2009), where it is actually outsider’s ownership that significantly affects 
company’s disclosure. Outside ownership exists to serve as monitors on managers’ actions and 

reduces the likelihood of managers withholding information for their self-interest. Information 
disclosure is likely to be greater in firms where ownership is dispersed widely (Akhtaruddin, 
Hossain, & Yao, 2009). Thus, this study also rejects the hypothesis, as there is no relationship 
between voluntary risk disclosures and the existence of director’s ownership in Shariah Compliant 

Companies. 

Conversely, government ownership shows a significant contribution towards voluntary risk 
disclosure at 0.062 where it is lower than 0.10 of significant value. This result contradicts with the 
results of previous studies regarding the impact of government ownership in voluntary disclosure 
(Ahmed Haji & Mohd Ghazali, 2013b; Boesso & Kumar, 2007). Similarly, this study is also in 
contrast with the result of Haniffa and Cooke (2005), whereby Malay dominated firms owned by 
the government implemented a responsive legitimation strategy to change perceptions and divert 
the attention of its various stakeholders from the close relationship enjoyed with the government 
by increasing social responsibility disclosures. Conversely, most ShCCs are dominated by non-
Muslims that are non-Bumiputera. However, they maintain their affiliations with the government 
using disclosures. In this case, regardless of variation in the board’s religions, organisations seek 
to establish congruence between the social values associated with or implied by their activities and 
the norms of acceptable behaviour in the larger social system in which they are a part of (Tilling, 
2004). This argument is also supported by Ahmed and Mohd Ghazali (2013), where companies 
that have governmental bodies owning significant portions of their shares provide more 
information in their annual reports since the government is accountable to the public at large. Thus, 
this study supports the hypothesis that there is a significant relationship between voluntary risk 
disclosures and the existence of government ownership in Shariah Compliant Companies.   

According to the regression results, firm size has a significant contribution towards the voluntary 
risk disclosure at 0.000, where it is lower than 0.05 of significant value. This result is consistent 
with most previous literatures on voluntary disclosures, where it is indeed affected by the firm size 
(Ahmed Haji & Mohd Ghazali, 2013; Al-Janadi et al., 2013; Amran et al., 2009; Ismail & Rahman, 
2013). As companies get bigger, the number of stakeholders also increases. With this increase, the 
burden of disclosure becomes heavier for the company since it has to cater to the needs of a bigger 
group of people. Larger companies are under greater public scrutiny and are more likely to face 
political costs. Consequently, they have the encouragement to give greater devotion to 
legitimisation management through higher disclosure (Liu & Taylor, 2008). 
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CONCLUSION

Islamic teachings have started to be accepted globally. This may be the reason for non-Muslim 
directors to act accordingly and adhere to the Islamic values in managing companies. Moreover, 
there are also managerial implications of the results. Managers who engage in good practices of 
information disclosure are recommended to continue doing so. It could also be a wakeup call to 
other companies that do not provide voluntary disclosure. Accordingly, the existence of 
government policy has encouraged them to voluntarily disclose their information. Several 
contributions of this research are identified. This study adds to the literature regarding voluntary 
risk disclosure in Malaysia, specifically in Shariah compliant companies. Voluntary risk disclosure 
is expected to enhance ShCCs’ transparency towards a more comprehensive risk reporting. This
study has found that companies with a high percentage of government ownership also provide 
more information on risk disclosure in their annual reports. It confirms prior studies that voluntary 
risk disclosure is also used as a reactive legitimation strategy aimed at diverting attention from 
questionable business practices, cronyism, nepotism and close affiliations with the government as 
well as a proactive legitimation strategy to ensure a continued influential voice on both
governmental and institutional levels. This result contributes useful information to the regulatory 
bodies where they are expected to guide their firms toward the best practices of disclosures. 

The findings of this research are subjected to several limitations. Firstly, this study only focused 
on disclosures in corporate annual reports although it is known that managements utilise other 
mass communication mechanisms too. Hence, future research may consider disclosures in other 
forms of media such as newspapers, the Internet, and in-house magazines. Secondly, this study 
only observed Shariah Compliant Companies in Malaysia. Future researchers might want to find 
the influence of these variables on voluntary risk reporting in other countries as well. Additionally, 
given the exceedingly complex nature of the business environment as well as time and 
geographical constraints, there are inherent limits in the ability of positive empirical research to 
capture all dimensions that influence voluntary risk disclosure policies and practices. Hence, 
further studies regarding this matter need to be more detailed in order to understand the issues 
better.  
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