THE IMPACT OF CORPORATE GOVERNANCE TOWARDS FIRM PERFORMANCE: EMPIRICAL

EVIDENCE FROM GOVERNANCE COMPLIANCE FIRM IN MALAYSIA

MOHD HIRZI BIN MOHD TAHIR

2015136673

BACHELOR IN BUSINESSADMINISTRATION
WITH HONOURS (FINANCE)
FACULTY OF BUSINESS AND MANAGEMENT
UNIVERSITI TEKNOLOGY MARA

SABAH



TABLE OF CONTENTS

TITLE PAGE
DECLARATION OF WORK
TABLE OF CONTENTS
ACKNOWLEGEMENT
LIST OF TABLE

LIST OF FIGURES

LIST OF ABBREVIATION

ABSTRACT

CHAPTER 1 INTRODUCTION
1.0 Introductions

1.1 Importance of CG towards firm performance

1.2 Summary of indexing procedure, MSWG 2016

1.3 Problem Statement

1.4 Research Question

1.5 Research Objectives

1.6 Significance of Research

1.7 Scope and limitations

CHAPTER 2 LITERATURE REVIEW

2.1 Introduction

PAGE

viii

Xi

Xii

6-7

7-8



2.2 Theoretical framework
2.2.1 Corporate Governance
2.2.2 Agency theory
2.2.3 Stakeholder theory
2.2.4 Shareholders theory
2.3 Empirical evidence

2.3.1 Firm Performance

2.3.2 Relationship of corporate governance towards

firm performance

2.3.3 Other control variables that determines firm

Firm performance

2.3.3(a) Relationship of Dividend payment towards
Firm Performance
2.3.3(b) Relationship of Firm size (MCAP) towards
Firm Performance

2.3.3 (c) The relationship between firm age (AGE)

towards firm performance

2.4 Conceptual Framework

2.5 Summary of chapter

9-10
10-11
11
11-12
12

12

12-13

14

14

14

15

16

16



ACKNOWLEDGEMENT

In the name of Allah, the Beneficent, the Merciful

Bismisllahirahmanirahim, it is my deepest gratitude and honor to my supervisor, En. Jasman
Tuyon for his guidance by providing information and useful materials not to mention with his
knowledge, experience and expertise in the theory as well as the framework, | able to complete
this thesis as scheduled.

I also express my sincere thanks to all the lecturers and my peers for the helping hand in terms of
understanding and advices during my period of studies.

Last but not least, biggest gratitude to my family for supporting me not only financially but
emotionally to keep my motivation and focus to complete massive task of completing this BBA
programmed.

viii



ABSTRACT

This study provides a depth analysis and understanding of the corporate governance issues and
its core characteristics based on the sample of Malaysian governance compliance firms. This
study also intends to provide the insights of effects of CG towards firm performances in the
context of Malaysian CG compliance firms that is indexed by Minority Shareholders Watchdog
Group (MSWG). Corporate governance issues have been the main attraction in global financial
knowledge that provides different types of variables to represent its characteristics of CG
towards firm performance. This study uses three different regression model mainly linear and
non-linear regression models. The independent variables use corporate governance index and
dependent variables roa and stock return. Which represent accounting based performance and
market based performance. According to the findings, the three regression analysis had shown
diverse the relationship of corporate governance with firm performance. The findings suggest
that there is a relationship of corporate governance with firm performance from the interpretation
of the relationship of control variables with dependent variable through three different scenario
mainly overall observations, low CG compliance and high CG compliance. The implication of
this study much more can be used for corporate governance practitioner, policy makers and

contributes to the body of knowledge mainly in the field of finance.
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