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Abstract

This study aims to examine the effects of corporate risk and
organizational resilience on the level of Shariah acceptance among
Iranian industrial and manufacturing firms. This applied,
descriptive-analytical research collected data through structured
questionnaires and secondary sources. The statistical population
includes 66 public and private companies listed on the Tehran Stock
Exchange from 2001 to 2023. Risk was assessed through total and
idiosyncratic risk indices, resilience via sales, cost structure,
operating expenses, and stock price volatility, and Shariah
acceptance through Dow Jones Islamic Market Index (DJIMI)
screening criteria. Data analysis was conducted using SPSS,
Minitab, and Excel. Multiple regression analysis revealed a
significant positive relationship between corporate resilience and
Shariah acceptance, and a significant negative relationship between
corporate risk and Shariah acceptance. The model's R-squared was
0.784, and the regression correlation coefficient was 0.885.
Moreover, Shariah-compliant companies demonstrated higher
resilience and lower risk compared to their non-compliant
counterparts, especially during economic crises. Shariah acceptance
serves as a strategic factor in enhancing corporate resilience and
reducing exposure to risk. The findings suggest that adherence to
Islamic principles contributes to better organizational performance
and greater stability in the face of economic shocks.

Keywords: Risk, Resilience, Shariah Acceptance, Islamic
Compliance, Organizational Flexibility, Islamic Companies
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EXTENDED ABSTRACT
Introduction

In recent years, the interaction between corporate
risk management, organizational resilience, and
Islamic ethical governance has become a central
focus of research, especially within emerging
markets and Islamic financial systems. As global
uncertainty increases, firms are challenged to
develop strategies that enhance resilience and
reduce exposure to risk, all while maintaining
compliance with socio-religious expectations such
as Shariah adherence {Cheong, 2021 #218856;
Aven, 2016 #218854}. Risk, as an inherent aspect
of economic activities, affects investor confidence,
operational stability, and long-term firm survival
{Faraji, 2018 #218862; Fox, 1999 #218863}.
Conversely, resilience — defined as a firm’s ability
to anticipate, adapt to, and recover from external
shocks — is increasingly regarded as a determinant
of sustainable competitive advantage {Mechler,
2016 #218873; Hartmann, 2017 #218866}.

In Islamic contexts, Shariah compliance not only
serves as a religious imperative but also functions
as a governance mechanism that potentially
influences both risk exposure and resilience
capacity {Grira, 2021 #218865; Khordyar, 2022
#218869}. Shariah principles prohibit engagement
in industries such as alcohol, gambling, and
conventional interest-based finance, which are
traditionally considered high-risk sectors {Cheong,
2021 #218856}. Companies adhering to Shariah
often operate within ethical and legal boundaries
that reduce the likelihood of reputational and
financial shocks {Mohammadi Pour, 2021
#218874}. Moreover, Islamic finance literature
suggests that ethical and religious principles can
reinforce managerial discipline, stakeholder trust,
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and long-term sustainability {Afshar
Mohammadian, 2010 #218852; Saeidi, 2019
#218885}.

There is also empirical evidence that Islamic-
compliant firms exhibit higher stability in periods
of financial turbulence. For example, Cheong et al.
found that firms adhering to Islamic guidelines
tended to demonstrate more  consistent
performance across volatile periods compared to
their non-compliant peers {Cheong, 2020
#218857}. Furthermore, scholars argue that
Shariah governance can act as a moderating force
that encourages firms to avoid excessive leverage
and engage in more prudent investment behaviors
{Rahmani, 2021 #218882; Rezaei, 2013 #218883}.
The literature also identifies a gap in examining the
dynamic interaction between risk, resilience, and
Shariah acceptance at the organizational level,
particularly in non-banking sectors within Islamic
economies. Although research exists on Islamic
banking resilience {Doumpos, 2017 #218859},
fewer studies have systematically measured how
adherence to Shariah standards affects corporate
risk profiles and flexibility in industrial companies.
This study seeks to fill this gap by empirically
analyzing how corporate risk and resilience predict
the level of Shariah acceptance among a sample of
Iranian industrial and manufacturing firms.

Drawing upon conceptual models in both Islamic
finance and strategic risk management, this
research aims to answer two key questions: (1)
Does organizational resilience positively influence
Shariah acceptance? (2) Does higher risk exposure
reduce the likelihood of Shariah compliance? By
addressing these questions, the study offers both
theoretical and practical insights into how ethical
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governance frameworks can align with strategic
performance objectives in Islamic environments.
This research is applied in purpose and adopts a
descriptive-analytical methodology. Data were
collected from 66 industrial and manufacturing
firms listed on the Tehran Stock Exchange from
2001 to 2023. The sample includes both private and
public firms selected based on data accessibility
and completeness. Data collection was conducted
through structured questionnaires administered to
financial experts within each firm and secondary
data extracted from official financial statements.
Three main variables were operationalized: (1)
corporate risk (both total and idiosyncratic), (2)
organizational resilience (measured via quarterly
percentage deviations in revenue, cost of goods
sold, operational expenses, and stock prices), and
(3) Shariah acceptance (evaluated using Dow Jones
Islamic Market Index screening criteria). Data
analysis was performed using SPSS version 23,
Excel, and Minitab version 17. Both parametric and
non-parametric tests were used based on
Kolmogorov-Smirnov normality tests. Multiple
regression models and correlation analyses were
used to assess relationships among variables, with
subgroup comparisons during pre- and post-crisis
periods to examine temporal dynamics.

Findings

Descriptive statistics revealed that the average
Shariah acceptance score was higher among firms
with lower levels of risk and higher resilience
indicators. Kolmogorov-Smirnov tests indicated
non-normal distributions for all three main
variables, necessitating the use of non-parametric
correlation tests. Cronbach’s alpha for the
questionnaire was 0.868, confirming acceptable
internal consistency.

The multiple regression model demonstrated a
statistically ~ significant  positive relationship
between resilience and Shariah acceptance, and a
significant negative relationship between corporate
risk and Shariah acceptance. The model yielded an
R-squared value of 0.784 and a regression
coefficient of 0.885, suggesting a high explanatory
power. Specifically, the standardized beta

/\n

coefficient for resilience was +0.53 (p <0.001), and
for risk was —0.41 (p < 0.001).

Further analysis revealed that during crisis periods
(2007-2010), Shariah-compliant firms exhibited
lower risk and greater resilience compared to non-
compliant firms. Additionally, Shariah adherence
was found to moderate the effects of risk in
Muslim-majority countries. Interaction terms in the
model suggested that firms in Islamic environments
benefited more from resilience in achieving
Shariah compliance, and the negative effect of risk
was less pronounced.

Discussion and Conclusion

The findings of this study offer compelling
evidence that organizational resilience
significantly enhances a firm’s likelihood of
maintaining Shariah compliance, while higher risk
exposure detracts from it. These outcomes support
the hypothesis that Shariah acceptance is not
merely a religious obligation but a strategic asset
that aligns with principles of modern risk
management. In Islamic environments, where
ethical expectations are embedded in societal
norms, aligning corporate strategies with Shariah
can yield both reputational and operational
advantages.

The negative relationship between corporate risk
and Shariah acceptance aligns with previous
literature that suggests religious governance
frameworks reduce engagement in high-risk
sectors and speculative behaviors. By avoiding
prohibited industries and leveraging transparency,
Shariah-compliant firms mitigate litigation risk,
regulatory sanctions, and social backlash.
Moreover, they benefit from stronger stakeholder
trust and reduced agency problems, which can
stabilize operations during crises.

The positive association between resilience and
Shariah acceptance underscores the
complementary nature of ethical governance and
dynamic capabilities. Firms that build resilient
operations — through flexible cost structures,
efficient supply chains, and proactive customer
engagement — are better positioned to navigate
uncertainty. When such resilience is grounded in
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ethical principles, it reinforces stakeholder
confidence and social legitimacy.

The study also highlights the contextual importance
of Muslim-majority environments. In such settings,
adherence to Shariah is more than a legal or
financial criterion; it is a socio-cultural imperative.
The mitigating effect of cultural congruence may
explain why resilience has a stronger impact and
risk a weaker impact in these environments. This
insight emphasizes the need for locally tailored
corporate governance models that integrate both
institutional and normative dimensions.

In conclusion, this research contributes to the
literature by empirically demonstrating that
Shariah acceptance is interrelated with both
corporate risk exposure and organizational
resilience. Rather than being mutually exclusive,
Islamic ethical frameworks and strategic risk
management approaches can reinforce one another.
Companies that operate within these dual logics —
ethical commitment and operational flexibility —
are more likely to achieve sustainable performance
and stability, particularly during periods of
volatility.

These findings offer important implications for
managers, investors, and policymakers in Islamic
economies. Encouraging firms to integrate
resilience planning with  Shariah-compliant
structures may not only fulfill religious obligations
but also serve as a mechanism for enhancing
organizational agility and reducing systemic
vulnerabilities. By promoting responsible risk
behavior  within an ethical  framework,
organizations can align with broader societal
expectations while securing long-term success.
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