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ABSTRACT

Corporate social responsibility (CSR) is one of the new corporate governance mantras
that give some credence to stakeholder theory of corporations. Studies have examined
the interest in, levels and effects of CSR investments on employees, customers,
investors etc. However, CSR is an intermediate outcome. Corporate legitimacy is what
corporations seek to achieve through CSR although this is not always explicit. This
study examines the relationship between corporate responsibility and corporate
legitimacy. Secondly, corporate responsibility intensity and types of corporate
responsibility activities have been examined from the standpoint of shareholders,
customers, employees and other groups closely linked to the businesses. These are
undoubtedly sections of society but they are role restricted groups. This study
examines the less role restricted special interest groups (SIGs) that represent and/or
speak on behalf of the various components of the society. The study focused on 17
publicly listed Government Linked Corporations (GLCs) which are pressured by their
owner — the government, to be socially sensitive and responsible in their business
activities. The three main aims of the study are: (i) to determine the level of corporate
legitimacy perceptions of GLCs in the eyes of SIGs as proxies for society (special
interest groups); (i1) to examine whether and which type of corporate responsibility
activities of GLCs influence their corporate legitimacy perceptions; and (iii) to find
out the extent to which the SIGs characteristics moderate the relationship between
corporate responsibility activities and corporate legitimacy of GLCs. 17 research
hypotheses were developed and tested to examine the relationship between three
dimensions of corporate responsibility activities — philanthropy related, business
related and product related and corporate legitimacy with three SIG characteristics
(size, age and access factor) as moderators. The study employed a cross-sectional
sample survey designed to collect data from a pre-selected list of SIGs obtained from
the Registrar of Societies, Malaysia. From a list of about 22,119 societies, 377 were
shortlisted covering six categories of societies. Partial Least Square-Structural
Equation modelling (PLS-SEM) was used to analyse the data collected from a sample
of 266 SIGs in Malaysia. The empirical results indicate that corporate responsibility
activities significantly influence the corporate legitimacy perceptions of GLCs by the
SIGs. This study also found that there is a positive relationship between two of the
three components of corporate responsibility activities of GLCs: philanthropy and
business practices-related and corporate legitimacy. However, there was no support
for the hypothesis that SIG’s characteristics moderate the relationship between
corporate responsibility activities and corporate legitimacy. The study expands the
remit of traditional CSR studies to truly venture into the societal components which
are not directly dependent on the businesses in questions. Customer, employees and
investors are important direct stakeholders in the businesses. Studying the SIG’s
perceptions expands the boundaries of the CSR investigations. Secondly, returning to
the latent but the eventual outcomes of corporate responsibility, links corporate
responsibility to its precursor or predecessor construct — corporate legitimacy. The
relationship of corporate responsibility to corporate legitimacy is in focus in this
study. These two lines of investigations make important contribution to the theory and
practice of CSR.

iv



TABLE OF CONTENTS

Page
CONFIRMATION BY PANEL OF EXAMINERS ii
AUTHOR’S DECLARATION iii
ABSTRACT iv
ACKNOWLEDGEMENT \4
TABLE OF CONTENTS vi
LIST OF TABLES xi
LIST OF FIGURES XV
LIST OF ABBREVIATIONS XViii
CHAPTER ONE: INTRODUCTION 1
1.1  Introduction 1
1.2 Background of the Study 3
1.3  Statement of Problem 5
1.4  Research Questions 8
1.5 Research Objective 9
1.6  Expected Contributions 9
1.6.1  Theoretical Contributions 9
1.6.2  Practical Contributions 10
1.7 Scope of the Study 12
1.8  Definition of Terms and Concepts 12
1.9  Thesis Structure 13
10.0 Summary 15
CHAPTER TWO: A BRIEF HISTORY AND ACHIEVEMENTS OF 16
GOVERNMENT-LINKED COMPANIES
2.1  Introduction 16
2.2 A Brief History of Government-Linked Companies 16
2.3 The Role of Government-Linked Companies in Malaysian Political- 19
Economy
2.4  The GLC Transformation Programme (GLCT) 21
2.4.1 GLCT Continues Steady Progress in its 9th year 27
242 GLCs’ Strong Commitment to the Bumiputera Economic 28
Empowerment Programme
2.43 10 Initiatives under GLCs Transformation Manual 30
2.5 GLCs playing the key role in National Key Results Areas (NKRAs 31

2.6  Corporate Responsibility Activities of GLCs 32

vi



	ABSTRACT
	TABLE OF CONTENTS
	CHAPTER ONE: INTRODUCTION
	1.1 INTRODUCTION
	1.2 BACKGROUND OF THE STUDY
	1.3 STATEMENT OF PROBLEM
	1.4 RESEARCH QUESTIONS
	1.5 RESEARCH OBJECTIVE
	1.6 EXPECTED CONTRIBUTIONS
	1.6.1 Theoretical Contributions
	1.6.2 Practical Contributions

	1.7 SCOPE OF THE STUDY
	1.8 DEFINITION OF TERMS AND CONCEPTS
	1.9 THESIS STRUCTURE
	10.0 SUMMARY

	CHAPTER TWO: A BRIEF HISTORY AND ACHIEVEMENTS OF GOVERNMENT-LINKED COMPANIES
	2.1 INTRODUCTION
	2.2 A BRIEF HISTORY OF GOVERNMENT-LINKED COMPANIES
	2.3 THE ROLE OF GOVERNMENT-LINKED COMPANIES IN MALAYSIAN POLITICAL-ECONOMY
	2.4 THE GLC TRANSFORMATION PROGRAMME (GLCT)
	2.4.1 GLCT Continues Steady Progress in its 9th year
	2.4.2 GLCs' Strong Commitment to the Bumiputera Economic Empowerment Programme
	2.4.3 10 Initiatives under GLCs Transformation Manual

	2.5 GLCS PLAYING THE KEY ROLE IN NATIONAL KEY RESULTS AREAS (NKRAS)
	2.6 CORPORATE RESPONSIBILITY ACTIVITIES OF GLCS

	CHAPTER THREE: THEORIES AND LITERATURE REVIEW
	3.1 INTRODUCTION
	3.2 THEORIES UNDERPINNING
	3.2.1 Legitimacy Theory
	3.2.2 Institutional Theory
	3.2.3 Why Legitimacy and Institutional Theories are Relevant to This Study

	3.3 CORPORATE LEGITIMACY
	3.3.1 Definition of Corporate Legitimacy
	3.3.2 Understanding Corporate Legitimacy
	3.3.3 Types of Legitimacy: Normative (Moral), Cognitive and Pragmatic Legitimacy
	3.3.3.1 Regulative Legitimacy
	3.3.3.2 Normative (moral) Legitimacy
	3.3.3.3 Cognitive Legitimacy
	3.3.3.4 Pragmatic Legitimacy

	3.3.4 Corporate Legitimacy Approach: Institutional vs. Strategic
	3.3.4.1 Institutional Approach
	3.3.4.2 Strategic Approach

	3.3.5 Empirical Studies on Corporate Legitimacy
	3.3.5.1 Conclusion of Empirical Studies on Corporate Legitimacy

	3.3.6 Sources of Corporate Legitimacy
	3.3.7 Factors Influencing Corporate Legitimacy
	3.3.8 Managing and Strategy of Legitimacy

	3.4 CORPORATE RESPONSIBILITY
	3.4.1 Brief History of Corporate Responsibility
	3.4.2 Definitions of Corporate Responsibility
	3.4.3 Types of Corporate Responsibility Activities
	3.4.3.1 Corporate Responsibility Activities: Carrol Model
	3.4.3.2 Corporate Responsibility Activities: Bursa Malaysia
	3.4.3.3 Corporate Responsibility Activities: Peloza and Shang

	3.4.4 Empirical Studies on Corporate Responsibility
	3.4.4.1 Conclusion of Empirical Studies on Corporate Responsibility

	3.4.5 Corporate Responsibility as Antecedent to Corporate Legitimacy

	3.5 SOCIETY AND SPECIAL INTEREST GROUPS
	3.5.1 Special Interest Groups
	3.5.2 The Importance of Interest Group Influence
	3.5.3 Reputation of the Group
	3.5.4 Measuring the Interest Group's Influence
	3.5.5 Empirical Studies on Special Interest Groups as Stakeholders
	3.5.5.1 Conclusion of Empirical Studies on Special Interest Groups as Stakeho

	3.5.6 Special Interest Groups in Relation to Corporate Responsibility

	3,6 SUMMARY: GAP IN LITERATURE
	3.7 CONCLUSION

	CHAPTER FOUR: CONCEPTUAL FRAMEWORK AND HYPOTHESIS DEVELOPMENT
	4.1 INTRODUCTION
	4.2 CONCEPTUAL FRAMEWORK
	4.3 HYPOTHESIS DEVELOPMENT
	4.3.1 Corporate Responsibility Activities and Corporate Legitimacy
	4.3.2 Corporate Responsibility Activities and Corporate Legitimacy
	4.3.3 Moderating Role of Special Interest Groups on the Relationship between Corporate Responsibility Activities and Corporate Legitimacy
	4.3.3.1 Size of Special Interest Group
	4.3.3.2 Age of Special Interest Group
	4.3.3.3 Access Factor of Special Interest Group


	4.4 CONCLUSION

	CHAPTER FIVE: METHODOLOGY
	5.1 INTRODUCTION
	5.2 RESEARCH PARADIGM
	5.3 RESEARCH DESIGN
	5.4 UNIT OF ANALYSIS
	5.5 POPULATION
	5.6 SAMPLE SIZE AND SAMPLING DESIGN
	5.7 SOURCE OF DATA
	5.7 DATA COLLECTION PROCESS
	5.9 MEASUREMENT OF CONSTRUCTS
	5.9.1 Measurement of Dependent Variable: Corporate Legitimacy
	5.9.2 Measurement of Independent Variables: Corporate Responsibility Activity Measurement
	5.9.3 Measurement of Moderating Variables: SIGs Influence Measurement

	5.10 DATA ANALYSIS
	5.10.1 Data Analysis using Partial Least Squares-Structural Equation Modeling (PLS-SEM)

	5.11 CONCEPTUALIZATION OF RESEARCH QUESTIONS, RESEARCH OBJECTIVE AND HYPOTHESES TESTING
	5.12 PILOT STUDY
	5.12.1 Validity and Reliability of the Measurement
	5.12.2 Questionnaires Distribution during Pilot Study
	5.12.3 Problems Identified during Pilot Study

	5.13 CONCLUSION

	CHAPTER SIX: ANALYSIS AND RESULTS
	6.1 INTRODUCTION
	6.2 DESCRIPTIVE STATISTICS
	6.2.1 Profile of Respondents (SIGs)
	6.2.2 Awareness, Participation and Information to SIGs on Corporate Responsibility Activities of GLCs
	6.2.3 SIGs Participation in GLCs' Corporate Responsibility Activities
	6.2.4 Types of Issues and Source of Information
	6.2.5 Reasons and Types of Information

	6.3 GOODNESS OF THE MEASUREMENT
	6.3.1 Measurement Model
	6.3.2 Factor Analysis
	6.3.3 Construct Validity
	6.3.3.1 Convergent Validity
	6.3.3.2 Discriminant Validity

	6.3.4 Reliability
	6.3.5 Normality
	6.3.6 Response Bias Test
	6.3.7 Bootstrap
	6.3.8 Effect Size and Power Analysis

	6.4 RESEARCH FINDINGS
	6.4.1 Corporate Legitimacy Hypothesis
	6.4.2 Corporate Responsibility Activities Hypotheses
	6.4.3 Moderating Role of SIG Characteristics on the Relationship between Corporate Responsibility and Corporate Legitimacy

	6.5 CONCLUSIONS

	CHAPTER SEVEN: DISCUSSION AND CONCLUSION
	7.1 INTRODUCTION
	7.2 RECAPITULATION OF THE STUDY
	7.3 MAJOR FINDINGS
	7.3.1 The Special Interest Groups Perception of GLCs' Corporate Legitimacy
	7.3.2 The Relationship between Corporate Responsibility Activities and Corporate Legitimacy
	7.3.3 Moderating Role of Special Interest Groups

	7.4 IMPLICATIONS OF THE STUDY
	7.4.1 Implications for Policy and Practices
	7.4.2 Implications for Theory

	7.5 LIMITATIONS
	7.6 SUGGESTIONS FOR FUTURE RESEARCH
	7.7 CONCLUSION

	REFERENCES
	APPENDICES
	AUTHOR'S PROFILE



