gy

THE EFFECT OF CORPORATE GOVERNANCE ON FIRM FINANCIAL
PERFORMANCE: A STUDY ON MALAYSIAN FOOD AND BEVERAGES
COMPANIES

JESSEY DOHIA
2016578127

BACHELOR OF BUSINESS ADMINISTRATION
WITH HONOURS (FINANCE)
FACULTY OF BUSINESS MANAGEMENT
UNIVERSITI TEKNOLOGI MARA
KOTA KINABALU, SABAH

JUN 2019



AKNOWLEDGEMENT

This research project becomes the reality with the kind support of many individuals. | would to
extend my sincere thanks to all of them. First of all, | want to be grateful to God Almighty for the
wisdom He granted upon me, the strength, peace of my mind and good health that’s I would never
give up in completing this research project. | admired the help and | would like to express my
special gratitude of Doctor Jasmine David, who acts as my advisor and supervisor for this research
project. Thank you for all the lesson, guidance, advice that she have been given me in term of ideas
and constructive comments in order to complete this research project. Thank you very much. |
would also like to extend my gratitude towards my beloved family for all the encouragement which
help in completion of this research project. My thanks also goes to all my supportive friends and
people who willingly helped me out with their abilities and helped in term of morale and give me

motivation support that has enable me to finally complete this research project.

iv

TABLE OF CONTENTS



TITLE PAGE. ... e i

DECLARATION OF ORIGINAL WORK ..ot I
LETTER OF TRANSMITTAL. ... ii
ACKNOWLEDGEMENT ... e \Y%
TABLE OF CONTENT ... V-iX
LIST OF FIGURES . . ..o e X
LIST OF TABLES. ... Xi
LIST OF ABREVIATIONS. ..ottt Xii
DEFINITIONS OF TERM. ... oottt Xiii
ABTRACT S bbbt bRt R Rt R b r e Xiv

CHAPTER 1: INTRODUCTION

1.0 INEFOTUCTION. ...ttt b ettt b bbb ne e 1
1.1 BacKground OF STUY.......cceiiiiiiiiiiitisiseee ettt 1-2
1.2 ProbIem STAtEMENT. ..ot 2-4
1.3 RESEAICH ODJECLIVE. ... .ccuiiiiiiiie ettt bbbttt bbb 4-5
1.4 RESEAICN QUESTION. .....viiiieeitii ittt ettt ettt e e ate e ebe e st e e ebe e sraeebeesbeeebeesreessreeenns 5
1.5 Significances Of STUAY..........coveiieiiie e 5
1.6 SCOPE OF STUAY.....eoutiitiiiieieeie ettt e b bbbt bt e e et neeneas 5-6
1.7 Limitations OF STUAY........cciiiiiieii et re s 6
1.8 CONCIUSION. ...t bbbttt ettt e e 6
v

CHAPTER 2: LITERATURE REVIEW



2.0 INEEOUUCTION. ..o sms s mnnsmnmnnsnsnnnnnennnnnnnnnn 7

2.1 COrPOrate GOVEIMANCE. ......veieiuriieitiieesiieeestteessiteesstre e s sbresabbe e s st e e ssb e e e ssb e e e ssbeeesbbeeabreessreennnes 7
0 N = T o I =T (o USSP PSRRI 8
2.1.2 Board INAEPENGENT........cuiiiiieieiee e 8
2.1.3 AUAIT COMMITEEE. .. ettt ettt 8-9
2.2 The Relationship between Corporate Governance and Firms’ Performance................... 9-12

2.3 Corporate Governance and Firms’ Performance Relationship from the Agency Theory

ST £ 01T () PSSP 12-13
2.4 CoNCEPLUAl FrAMEWOIK........couiiiiiiieiei ettt 13-14
2.5 Hypothesis DeVEIOPMENT..........ccviiiiieie ettt nne e 15
2.6 CONCIUSION. ...ttt bbbttt ettt b ettt 15

CHAPTER 3: RESEARCH METHODOLOGY

3.0 INEFOUUCTION. ...ttt bbbttt b bbb 16
3.1 RESEAICH DESIGN.....ecivieieetieite ettt ettt s b e et e s be e te e e e sraesaeaseesraesreeneenraenreas 16-17
3.2 UNIt OF ANAIYSIS. ...ttt e re e reeee e rs 17
3.3 Data Source and Data Collection Method............cccocoveiiiiiiiiicee e 17-18
3.3.1 CONENt ANAIYSIS.....uiiiieiieeie ettt et e e nbe e ereesre e 18
3.4 Measurement OF Variable....... ... 18
3.4.1 Dependent Variable and Independent Variable...........c.cccooeiiiiiiiiniice 18-19
3.5 Data AnalysisS TEChNIQUE.........ccviiieiie et s 19
3.5.1 DESCIIPLIVE STALISTIC. ......eiveiiieiieieiteite sttt 19-20
3.5.2 Correlational ANAIYSIS..........coveieiieiee et 20
3.8 CONCIUSION. ...ttt bbbttt b e bbbt 20
viii

CHAPTER 4: DISCUSSION ON FINDINGS AND ANALYSIS



This study explores the effect of Corporate Governance towards the firms’ financial performance.
This study attempts to determine the effect of Corporate Governance by using recent available data
on the past 5 years (2013-2017) on 37 Malaysian Food and Beverages Companies that listed on
the main board of Kuala Lumpur Stock Exchange (KLSE). The independent variables of this study
is the Corporate Governance that included the Board Size, Board Independent and Audit
Committee while the dependent variable is the firms’ financial performance which is the Return
of Asset of the companies. The results derived from this study suggests that board size was
positively and significantly associated to firms’ financial performance while other components of

Corporate Governance was found to be insignificant in this study.
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