
 

 

 

THE EFFECT OF CORPORATE GOVERNANCE ON DIVIDEND POLICY OF FIRM:  

A STUDY ON MALAYSIAN TRADING/SERVICE/FOOD COMPANIES 

 

 

 

 

NOOR SAZIERAH BINTI TAHIR 

2017656708 

 

 

 

 

BACHELOR OF BUSINESS ADMINISTRATION WITH HONOURS (FINANCE) 

FACULTY OF BUSINESS ADMINISTRATION 

UNIVERSITI TEKNOLOGI MARA KOTA KINABALU 

SABAH 

 

 

 

DECEMBER 2019 

 



iv 
 

ACKNOWLEDGEMENT 

It took a lot of encouragement and help to complete this task as I was faced with a lot of difficulty 

in knowing all the terminology and procedures on how to get the final outcome and it definitely 

isn't unassisted. 

First of all, I would like to express my deepest gratitude to Allah S.W.T Almighty for the successful 

completion of this project with the blessing and for giving me the strength and patience to complete 

this task. Syukur Alhamdulillah. 

My sincere gratitude goes to Madam Betsy Jomitin, who has given me the opportunity to perform 

this research throughout the entire semester. This work would not have happened without her 

support, experience, and consistent help. I would also not forget to mention the examiner Sir 

Amirrul Muhminin B. Darussamin for giving me feedback on this study. 

I would also like to thank all the staff at Sabah Credit Corporation who are always allowing me to 

seek advice from my advisor once a week without penalizing me and always understanding my 

efforts to complete both my internship and my research paper. 

Last but not least, without the willingness of my family and friends to share their knowledge with 

me, I'm unlikely to reach the conclusion of this project. Through their support, love and 

encouragement, I am grateful to be able to fulfill this task. 

 

 

 

 

 



v 
 

TABLE OF CONTENTS 

TITLE PAGE              i 

DECLARATION OF ORIGINAL WORK                    ii 

LETTER OF SUBMISSION           iii 

ACKNOWLEDGEMENT           iv 

TABLE OF CONTENTS           v 

LIST OF APPENDICES           ix 

LIST OF FIGURES            x 

LIST OF TABLES            xi 

ABBREVIATIONS            xii 

ABSTRACT             xiii 

 

CHAPTER 1:  INTRODUCTION       

1.1 Introduction                        1 

1.2 Research Background             2 

1.3 Problem Statement               8 

1.4 Research Objective           10 

1.5 Research Question            10 

1.6 Significance of the study           11 

1.7 Scope and Limitations of Study          12 

1.8 Organization of Study           13 

 

 



vi 
 

CHAPTER 2:  LITERATURE REVIEW 

2.1 Introduction          14 

2.2 Theory           14 

2.3 Literature Review          16 

2.4 Conceptual Framework         19 

2.5 Hypothesis Development         19 

2.6 Conclusion          21 

 

CHAPTER 3:  DATA AND METHODOLOGY 

3.1 Introduction          22 

3.2 Data Description          22 

3.3 Data Collection Method         23 

3.4 Empirical Models           26 

3.5 Research Design          28 

3.6 Sampling Design          28 

3.7 Data Software          29 

3.8 Procedure of Panel Data         29 

3.9 Flow of Research          32 

3.10 Conclusion          33 

 

 

 

 



xiii 
 

ABSTRACT 

This study is to investigate the effect of corporate governance on dividend policy of trading, service 

and food companies in Malaysia. It is to examine the relationship between board size, board 

independence and CEO duality with dividend yield of the company. 

This study consists 7 years from 2012 to 2018 with 480 observations and data collected from 

annual report and data stream. Secondary data have been used in this study and using Stata 

software to analyze the relationship between variables. 

By Stata software, board independence and CEO duality are positively significantly relationship 

with dividend policy of the company. However, board size is insignificantly positive relationship 

with dividend policy. 

More than that, this study can contribute to the future researcher, policy maker and others to 

understand how board size, board independence and CEO duality influences the dividend yield of 

the company.   
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