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ABSTRACT

This study explores the relationship between corporate governance practices, ownership structure,
and the level of sustainability reporting among public-listed companies (PLCs) in Malaysia’s food
and beverage (F&B) sector. As sustainability reporting gains prominence among stakeholders,
including regulators, investors, and consumers, it is understood that the internal corporate factors
can influence such disclosure and become increasingly critical. Grounded in Agency Theory and
supported by Legitimacy Theory, this study focuses on key governance attributes such as board
independence and the presence of a sustainability committee, along with two dominant ownership
structures: government-linked ownership and family ownership. A total of 40 F&B PLCs listed on
Bursa Malaysia were selected for the period 2022 to 2024. Secondary data were collected from
annual reports and sustainability reports and analyzed using multiple linear regression to test the
hypothesized relationships. The findings reveal that board size, board independence, and the
existence of a sustainability committee have a significant positive relationship with the level of
sustainability disclosure. Firms with government-linked ownership also demonstrate a stronger
commitment to sustainability reporting, likely due to public accountability and institutional
pressure. Conversely, family ownership presents a negative relationship, as such firms may
balance transparency with concerns over control and confidentiality. This study helps on
understanding corporate sustainability in emerging markets by showing how governance and
ownership shape sustainability practices. The insights guide policymakers, regulators, and
corporate leaders in promoting greater transparency and accountability, particularly in Malaysia’s
F&B sector.

Keywords: corporate governance, ownership structure, sustainability reporting, agency theory



ABSTRAK

Kajian ini meneroka hubungan antara amalan tadbir urus korporat, struktur pemilikan, dan tahap
pelaporan kemampanan dalam kalangan syarikat tersenarai awam (PLC) dalam sektor makanan
dan minuman (F&B) Malaysia. Memandangkan pelaporan kemampanan semakin menonjol dalam
kalangan pihak berkepentingan, termasuk pengawal selia, pelabur dan pengguna, difahamkan
bahawa faktor korporat dalaman boleh mempengaruhi pendedahan tersebut dan menjadi semakin
kritikal. Berdasarkan Teori Agensi dan disokong oleh Teori Legitimasi, kajian ini memfokuskan
pada atribut tadbir urus utama seperti kebebasan lembaga dan kehadiran jawatankuasa
kemampanan, bersama-sama dengan dua struktur pemilikan dominan: pemilikan berkaitan
kerajaan dan pemilikan keluarga. Sebanyak 40 PLC makanan dan minuman yang disenaraikan di
Bursa Malaysia telah dipilih untuk tempoh 2022 hingga 2024. Data sekunder dikumpul daripada
laporan tahunan dan laporan kemampanan dan dianalisis menggunakan regresi linear berganda
untuk menguji hubungan hipotesis. Penemuan mendedahkan bahawa saiz lembaga pengarah,
kebebasan lembaga pengarah dan kewujudan jawatankuasa kemampanan mempunyai hubungan
positif yang signifikan dengan tahap pendedahan kemampanan. Firma dengan pemilikan berkaitan
kerajaan juga menunjukkan komitmen yang lebih kukuh terhadap pelaporan kemampanan,
mungkin disebabkan oleh akauntabiliti awam dan tekanan institusi. Sebaliknya, pemilikan
keluarga memberikan hubungan yang negatif, kerana firma sedemikian mungkin mengimbangi
ketelusan dengan kebimbangan terhadap kawalan dan kerahsiaan. Kajian ini membantu
memahami kemampanan korporat dalam pasaran baru muncul dengan menunjukkan cara tadbir
urus dan pemilikan membentuk amalan kemampanan. Wawasan tersebut membimbing pembuat
dasar, pengawal selia dan pemimpin korporat dalam mempromosikan ketelusan dan akauntabiliti
yang lebih tinggi, terutamanya dalam sektor makanan dan minuman Malaysia.

Kata Kunci: tadbir urus korporat, struktur pemilikan, pelaporan kemampanan, teori agensi
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CHAPTER 1: INTRODUCTION

1.1  Background of study

Early environmental conservation efforts laid the foundation for the concept of sustainability,
which gained prominence after the 1972 United Nations Stockholm Conference on the Human
Environment highlighted the importance of balancing environmental preservation with economic
growth (Brundtland report, 1987). The muse for upcoming talks on sustainable improvement
changed into laid by this convention, which emphasized the relationship between human activity
and the environment. The World Commission on Environment and Development's (WCED) 1987
release of the Brundtland report, officially called "Our Common Future,” marked a turning point.
According to the Brundtland report (1987), which Gro Harlem Brundtland chaired, "development
that meets the wishes of the existing without compromising the capability of destiny generations
to meet their very own wishes" is the often-used definition of sustainable development. This
definition laid the muse for later sustainability measures by using emphasizing the need to combine

environmental conservation, social equality, and economic growth.

In 2015, the United Nations addressed by announcing the 2030 Agenda for Sustainable
Development, which includes 17 Sustainable Development Goals (SDGs) aimed at addressing a
broader range of global issues such as poverty, inequality, environmental degradation, climate
change, peace, and justice (United Nations, n.d.). The SDGs encompass a comprehensive approach
by integrating the economic, social, and environmental aspects of change. They emphasize how
important it is for businesses and all socioeconomic sectors to collaborate in order to achieve
sustainable results. Given that sustainable business practices are critical for lengthy-time period

achievement and societal well-being, this worldwide agenda has pressured firms everywhere in
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APPENDICES

Appendix 1

SCORES OF FOOD AND BEVERAGES COMPANIES TOWARDS ITS
SUSTAINABILITY REPORTING

Score

012 |3 |4 |5

a) Procurement | Spending on local suppliers at

Themes Definition

Practices significant location of operations.
b) Community Voluntary contributions made by an
Investment organisation to enhance socioeconomic
benefits and create a positive social
impact.
c) Indirect Indirect economic impacts are
Economic additional consequences of the direct
Impact impact of financial transactions and the

flow of money between an organisation
and its stakeholders.

d) Climate Potential positive and negative impacts
Related of climate change on an organisation.
Financial
Risks and

Opportunities

e) Responsible/ | An approach to investing that aims to
Sustainable incorporate environmental, social and
Lending governance (ESG) factors into

investment decisions, to better manage

risk and generate sustainable, long-term

returns.
a) Emissions Emissions refer to the discharge of

environmentally hazardous substances
into the atmosphere.

79



Emissions also encompasses discharge
of greenhouse gas.

b) Waste and Waste is broken down into hazardous

effluent and non-hazardous waste, where
hazardous waste is governed by local
environmental regulations.
Non-hazardous waste includes general
waste such as paper and plastic. Effluent
is defined as any liquid that is disposed
as waste or wastewater

c) Water Considers consumption and efficiency
of water usage for industrial processes
and general purposes.

d) Energy Considers the efficient use and
consumption of electricity as well as
energy generated from renewable
sources.

e) Biodiversity | Relates to the identification and
assessment of risk associated with
biodiversity by reporting on the
potential impact on terrestrial, fresh
water and marine environment that lies
within, contains, or is adjacent to areas
with high biodiversity value.

f) Supply Chain | All significant environmental impacts
(Environment | observed or assessed in the supply chain
al) in relation to products and services

produced and/or offered.

g) Product and The environmental impact of products
Services and services in the course of their
Responsibilit | lifecycle, (including product design,
y development, testing, etc.).
(Environment
al)

h) Materials It discusses the practice and

commitment to responsible sourcing
and management of materials, and how
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these were given consideration in the
fabrication of a product.

i) Compliance It outlines an organisation’s degree of
Environment -

( observance to laws and guidelines

al)
governing its business, as well as efforts
undertaken in assessing the
anticipated environmental impact of
its activities.

j) Land This theme requires disclosure on the
remediation, . :
contamination management of soil quality and
or initiatives assumed in the remediation of
degradation contaminated land.

Social
a) Diversity Diversity, specifically in the workforce,
management and the Board is
characterized by the gender, age, etc.

b) Human In accordance with the United Nations

Rights Universal Declaration on Human
Rights, this is defined as/to include:

e the right to not be discriminated
against;

e not be enslaved;

e be treated with dignity;

e have the right to rest and leisure,
including reasonable limitation
of working hours and periodic
holidays with pay; and

e the right to freedom of opinion
and expression.

c) Occupational | In accordance with the International

Safety and
Health

Labour Organisation, occupational
safety and health refers to the
anticipation, recognition, evaluation and
control of hazards arising in or from the
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workplace that could impair the health
and well-being of workers.

d) Anti- Concerning ethical business practices
competitive without affecting consumer choice,
behavior pricing, and market efficiency.

e) Anti- In accordance with Transparency
corruption International Malaysia, corruption is

defined as the abuse of entrusted power
for private gain. This theme discusses
activities that promote transparency and
guard against various forms of
corruption.

f) Labor The fair treatment of employees in
practices regard to terms and conditions of

employment and developments of
employee’s skills and knowledge.

g) Society Relates to the impacts organisations

have on society and local communities.

h) Product and The impact of products and services on
Services the wellbeing of society, including
Responsibilit | privacy, health and safety.

y (Social)

i) Supply Chain | Relates to significant and potential
(Social) social impacts on society in the supply

chain.

j) Compliance It outlines an organisation’s degree of
(Social) observance to laws and guidelines

governing its business, as well as efforts
undertaken in assessing the anticipated
impact of its activities.
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