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ABSTRACT 

Related party transactions (RPTs) have been identified as the most common tool used 

by corporate insiders to expropriate firm’s resources, particularly in companies with 

weak governance mechanisms. In order to mitigate the problem, theorist argued that 

independent directors (INEDs), who are not beholden to the management, are better 

suited in protecting minority shareholders’ interests. Therefore, this study aims to 

examine the effect of RPTs on firm performance and to determine whether this effect 

is moderated by the proportion of INEDs and their human capital (HC) and social 

capital (SC). Firm performance is measured by return on assets (ROA), while RPTs 

are measured based on total RPTs and types of related parties. INEDs’ HC are captured 

by INEDs’ functional knowledge in accounting and finance and INEDs’ firm-specific 

knowledge, while INEDs’ SC is proxied by INEDs’ external networking. Using 

proportionate stratified random sampling, 300 non-financial firms listed on Bursa 

Malaysia in the year 2013 are randomly selected. The results reveal that in general, 

RPTs have a positive effect on firm performance and this effect varies according to the 

types of parties involved in RPTs. The findings support the efficient transactions 

hypothesis that RPTs can be used for sound business reasons. The proportion of INEDs 

and all constructs for INEDs’ HC and SC are revealed to not have any moderating 

effect on the relationship between RPTs and firm performance. Therefore, the results 

are not in line with the predictions from the agency, resource dependence, human 

capital, and social capital theories. The unexpected findings raise questions of whether 

INEDs in Malaysia are truly independent or just fulfilling the Malaysian Code on 

Corporate Governance and Bursa Malaysia Listing Requirements. Hence, any efforts 

undertaken by the Malaysian regulators to strengthen the roles of INEDs should focus 

on the substance rather than the form.   

 

Keywords: human capital, independent directors, related party transactions, resource 

dependence, social capital 
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ABSTRAK 

Urusniaga pihak berkaitan (UPB) telah dikenalpasti sebagai alat yang paling biasa 

digunakan oleh pihak dalaman korporat untuk menguasai sumber firma, terutamanya 

bagi syarikat yang mempunyai mekanisme tadbir urus yang lemah. Bagi menangani 

masalah tersebut, ahli teori berpendapat bahawa pengarah bebas (PB), yang tidak 

mempunyai hubungan dengan pihak pengurusan, lebih sesuai untuk melindungi 

kepentingan pemegang saham minoriti. Oleh itu, kajian ini bertujuan untuk mengkaji 

kesan UPB ke atas prestasi firma dan untuk menentukan sama ada kesan tersebut 

disederhanakan oleh perkadaran PB serta modal insan (MI) dan modal sosial (MS) 

mereka.  Prestasi firma diukur melalui Pulangan atas Aset (ROA), dan UPB pula 

diukur berdasarkan jumlah UPB dan jenis-jenis pihak berkaitan. MI PB diwakili oleh 

pengetahuan fungsian dalam perakaunan dan kewangan serta pengetahuan khusus 

berkaitan firma, manakala MS PB pula diwakili oleh hubungan luar PB. Dengan 

menggunakan persampelan rawak strata berkadaran, sejumlah 300 buah syarikat 

bukan kewangan yang tersenarai di Bursa Malaysia dalam tahun 2013 telah dipilih 

secara rawak. Hasil kajian mendedahkan bahawa secara umumnya, UPB mempunyai 

kesan positif terhadap prestasi firma dan kesan ini berbeza bergantung kepada jenis-

jenis pihak yang terlibat dalam UPB. Penemuan kajian ini menyokong hipotesis 

urusniaga efisien bahawa UPB boleh digunakan untuk alasan perniagaan yang baik. 

Perkadaran PB serta semua konstruk MI dan MS PB didapati tidak mempunyai kesan 

penyederhanaan ke atas hubungan di antara UPB dan prestasi firma. Oleh yang 

demikian, keputusan kajian ini tidak selari dengan jangkaan teori agensi, pergantungan 

sumber, modal insan dan modal sosial. Penemuan yang tidak dijangka ini 

menimbulkan persoalan sama ada PB di Malaysia benar-benar bebas atau hanya 

memenuhi Kod Tadbir Urus Korporat Malaysia dan Keperluan Penyenaraian Bursa 

Malaysia. Justeru, sebarang usaha yang dilakukan oleh badan kawal selia di Malaysia 

untuk mengukuhkan peranan PB perlulah memberi tumpuan kepada isi pokok dan 

bukannya bentuk. 

 

 

Keywords: modal insan, pengarah bebas, urusniaga pihak berkaitan, pergantungan 

sumber, modal sosial 
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CHAPTER ONE 

INTRODUCTION 

 

1.1 Background of the Study 

Related party transactions1 (RPTs) refer to the transfer of resources, services, or 

obligations between related parties, regardless of whether a price is charged, while a 

related party is a person or entity that is related to the entity that is preparing its 

financial statements (Malaysian Financial Reporting Standards [MFRS] 124, 2011). 

These transactions are a common business feature as firms frequently carry out their 

operations through subsidiaries, associates, and joint ventures. Thus, it is the 

companies’ responsibility to ensure that RPTs are conflict-free and are conducted at 

arm’s length.  

 

However, many abusive cases of RPTs in Asia, including Transmile Group Berhad 

(Malaysia), Satyam Computers Ltd (India), CNOOC Ltd (Hong Kong), Shinsegae 

Group (the Philippines), Asia Pulp and Paper (Indonesia), and others, demonstrate how 

RPTs ultimately benefited the company insiders (i.e. top management or controlling 

shareholders). Abusive RPTs refer to the situation where a controlling party2 of a firm 

enters into a transaction that is detrimental to non-controlling shareholders3 

(Organization for Economic Co-operation and Development [OECD], 2009). 

                                                             
1 Some jurisdictions use different terms to refer to RPT. For instance, Australia uses the term 

“transaction with persons in position of influence”, Hong Kong uses the term “connected transaction”, 

and Singapore uses the term “interested person transaction”. 

2 The term “controlling party” is used interchangeably with “controlling owner” and “controlling 

shareholder”. 

3 The term “non-controlling shareholders” is used interchangeably with “minority shareholders”. 



The contents of 

the thesis is for 

internal user 

only 



 

219 
 

REFERENCES 

 

Aaker, D. A., & George, S. D. (1986). Marketing Research (3rd ed). New York: John 

Willey and Sons. 

Abbott, L. J., Parker, S., & Peters, G. F. (2004). Audit committee characteristics and 

restatements. Auditing, 23(1), 69-87. 

Abdul Hamid, F. Z., Shafie, R., Othman, Z., Wan Hussin, W. N., & Fadzil, F. H. 

(2013). Cooking the books: The case of Malaysian listed companies. 

International Journal of Business and Social Science, 4(13), 479-186. 

Abdul Wahab, E. A., Haron, H., Lok, C. L., & Yahya, S. (2011). Does corporate 

governance matter? Evidence from related party transactions in Malaysia. In 

International Corporate Governance: Advances in Financial Economics 14 

(pp. 131-164), edited by K. John & A.K. Makhija, Emerald Group Publishing 

Limited. 

Abdul Wahab, E. A., How, J., & Verhoeven, P. (2007). The impact of the Malaysian 

code on corporate governance: Compliance, institutional investors and stock 

performance. Journal of Contemporary Accounting & Economics, 3(2), 106–

129. doi:10.1016/s1815-5669(10)70025-4 

Abdullah, S. N. (2006). Board structure and ownership in Malaysia: The case of 

distressed listed companies. Corporate Governance, 6(5), 582-594. 

Abdullah, S. N., Ku Ismail, K. N. I., & Nachum, L. (2015). Does having women on 

boards create value? The impact of societal perceptions and corporate 

governance in Emerging Markets. Strategic Management Journal, 37(3), 

466–476. 



 

220 
 

Abdullah, S. N., Zainal Abidin, H., Abu Bakar, I., & Rahman, A. U. (2016). The 

appointment process for independent directors in Malaysian listed 

companies. Corporate Ownership and Control, 14, 519-531. 

Adams, R., & Ferreira, D. (2007). A theory of friendly boards. Journal of Finance, 62, 

217-250. 

Adler, P. S., & Kwon, S.-W. (2002). Social capital: Prospects for a new concept. 

Academy of Management Review, 27, 17-40. 

Afza, T., & Nazir, M. S. (2014). Audit quality and firm value. Research Journal of 

Apllied Science, Engineering and Technology, 7(9), 1803-1810. 

Agrawal, A., & Chadha, S. (2005). Corporate governance and accounting scandals. 

Journal of Law and Economics, 48(2), 371-406. 

Agrawal, A., & Knoeber, C. R. (1996). Firm performance and mechanism to control 

agency problems between managers and shareholders. Journal of Financial 

and Quantitative Analysis, 31(3), 377-397. 

Aharony, J., Wang, J., & Yuan, H. (2010). Tunneling as an incentive for earnings 

management during the IPO process in China. Journal of Accounting and 

Public Policy, 29(1), 1-26. 

Aiken, L. S., & West, S. G. (1991). Multiple regression: Testing and interpreting 

interactions. Newbury Park: Sage. 

Al-Dhamari, R. A., Al-Gamrh, B., Ku Ismail, K. N. I., & Haji Ismail, S. S. (2017). 

Related party transactions and audit fees: The role of the internal audit 

function. Journal of Management & Governance, 1-26.  

doi:10.1007/s10997-017-9376-6. 



 

221 
 

Amran, N. A., & Che Ahmad, A. (2013). Effects of ownership structure on Malaysian 

companies performance. Asian Journal of Accounting and Governance, 

60(4), 51–60. 

Anderson, R. C., & Reeb, D. M. (2004). Board composition: Balancing family 

influence in S & P 500 firms. Administrative Science Quarterly, 49(2), 209-

237. 

Annuar, H. A. (2012). Are there barriers to independent non-executive directors' 

effectiveness in performing their roles? International Journal of 

Commerce and Management, 22(4), 258-271.  

doi.org/10.1108/10569211211284476 

Annuar, H. A., & Abdul Rashid, H. M. (2015). An investigation of the control role and 

effectiveness of independent non-executive directors in Malaysian public 

listed companies. Managerial Auditing Journal, 30(6/7), 582-609. 

Antonios, S., Ioannis, S., & Panagiotis, A. (2011). The effect of IAS on related party 

transactions disclosure. American Journal of Applied Sciences, 8,156-163. 

Ararat, M., Orbay, H., & Yurtoglu, B. B.  (2010). The effects of board independence 

in controlled firms: Evidence from Turkey. SSRN Electronic Journal. 

doi:10.2139/ssrn.1663403 

Ariff, A. M., & Hashim, H. A.  (2014). Accounting irregularities in related party 

transactions. International Journal of Trade, Economics and Finance, 5(2), 

180-183. 

Arshad, R., Darus, F., & Othman, S. (2009). Institutional pressure, corporate 

governance structure and related party disclosure: Evidence from enhanced 

disclosure regimes. The Business Review, 13(2), 186-193. 

https://doi.org/10.1108/10569211211284476


 

222 
 

Bae, K., Kang, J., & Kim, J. (2002). Tunneling or value added? Evidence from mergers 

by Korean business groups. Journal of Finance, 57, 2695–2740. 

Baltagi, B. H. (2015). Econometric analysis of panel data. Chichester: Wiley. 

Barroso-Castro, C., Villegas-Periñan, M. D. M., & Casillas-Bueno, J. C. (2016). How 

boards’ internal and external social capital interact to affect firm 

performance. Strategic Organization, 14(1), 6-31. 

Bebchuk, L. A., & Hamdani, A. (2017). Independent directors and controlling 

shareholders. University of Pennsylvania Law Review, 165(6), 1271-1315. 

Bebchuk, L. A., Reiner, K., & Triantia, G. (2000). Stock pyramids and dual class 

equity: Mechanism of agency cost of separating control and ownership. 

Working Paper No. 12-17, Harvard Law School, USA 

Becker, G. (1962). Investment in human capital: A theoretical analysis. Journal of 

Political Economy, LXX, 9-49. 

Bennouri, M., Nekhili, M., & Touron, P. (2015). Does auditor reputation “discourage” 

related-party transactions? The French case. Auditing: A Journal of Practice 

& Theory, 34(4), 1-32.  

Berkman, H., Cole, R. A., & Fu, L. J. (2009). Expropriation through loan guarantees 

to related parties: Evidence from China. Journal of Banking & Finance, 

33(1), 141-156.  

Berle, A. A., & Means, G. C. (1932). The modern corporation and private property. 

New York: The Macmillan Company.  

Bertrand, M., Mehta, P., & Mullainathan, S. (2002). Ferreting out tunneling: An 

application to Indian business groups. Quarterly Journal of Economics, 117, 

121-148. 



 

223 
 

Bhagat, S., & Black, B. (2002). The non-correlation between board independence and 

long-term firm performance. Journal of Corporation Law, 27, 231-273.  

Bhuiyan, M. B. U., & Roudaki, J. (2018). Related party transactions and finance 

company failure: New Zealand evidence. Pacific Accounting Review, 30(2), 

199-221. doi:10.1108/par-11-2016-0098 

Bourdieu, P. (1986). The forms of capital. In: Richardson J.G. (Eds), The Handbook 

of theory: Research for the sociology of education (pp. 241-258). New York: 

Greenwood Press. 

Brown, J. A., Anderson, A., Salas, J. M., & Ward, A. J. (2017). Do investors care about 

director tenure? Insights from executive cognition and social capital theories. 

Organization Science, 28(3), 471-494. 

Bursa Malaysia Listing Requirements. (2012). Retrieved from http://www.bursa 

malaysia.com/market/regulation/rules/listing-requirements/main-market 

/listingrequirements  

Cai, J., Garner, J., & Walkling, R. (2009). Electing directors. Journal of Finance, 64, 

2389-2421. 

Carcello, J. V., Hollingsworth, C. W., & Neal, T. L. (2006). Audit committee financial 

experts: A closer examination using firm designations. Accounting Horizons, 

351-373.  

Carcello, J. V., & Neal, T. L. (2003). Audit committee characteristics and auditor 

dismissals following ‘‘new’’ going-concern reports. The Accounting Review, 

78 (January), 95–117. 

Carmeli, A. (2006). The relative importance of the top management team’s managerial 

skill. International Journal of Manpower, 27(1), 9-36. 



 

224 
 

Carpenter, M. A., & Westphal, J. D. (2001). The strategic context of external network 

ties: Examining the impact of director appointments on board involvement 

in strategic decision making. Academy of Management Journal, 44(4), 639–

660. 

Cascino, S., Clatworthy, M., Garcia Osma, B. G., Gassen, J., Imam, S., & Jeanjean, T. 

(2014). Who uses financial reports and for what purpose? Evidence from 

capital providers. Accounting in Europe, 11, 185–209. 

Cavana, R. Y., & Delahaye, B. L. (2001). Applied Business Research: Qualitative and 

Quantitative Methods. Milton: Wiley & Sons Australia. 

CFA Institute Centre for Financial Market Integrity. (2009). Related party 

transactions: Cautionary tales for investors in Asia. Retrieved from 

http://www.cfapubs.org/doi/abs/ 10.2469/ccb.v2009.n1.1 

Chen, H. L., Chang, C. Y., & Hsu, W. T. (2017). Does board co-working experience 

influence directors’ decisions toward internationalization? Management 

International Review, 57, 65-92. 

Chen, Y., Chen, C.-H., & Chen, W. (2009). The impact of related party transactions 

on the operational performance of listed companies in China. Journal of 

Economic Policy Reform, 12(4), 285 - 297. 

Chen. Y., Wang, Y., & Lin, L. (2014). Independent director’s board network and 

controlling shareholders’ tunneling behavior. China Journal of Accounting 

Research, 7, 101-118. 

Cheung, Y.-L., Rau, P. R., & Stouraitis, A. (2006). Tunneling, propping, and 

expropriation: Evidence from connected party transactions in Hong Kong. 

Journal of Financial Economics, 82(2), 343-386. 



 

225 
 

Cheung, Y.-L., Jing, L., Lu, T., Rau, P. R., & Stouraitis, A. (2009). Tunneling and 

propping up: An analysis of related party transactions by Chinese listed 

companies. Pacific-Basin Finance Journal, 17(3), 372-393.  

Chien, C.-Y., & Hsu, J.C. (2010). The role of corporate governance in related party 

transactions. Retrieved from http://papers.ssrn. com/sol3 /papers 

.cfm?abstract_id=1539808 

Cho, S., & Lim, K.-M. (2018). Tunneling by related-party transactions: Evidence from 

Korean conglomerates. Asian Economic Journal, 32(2), 147-164. 

doi:10.1111/asej.12146 

Claessens, S., Djankov, S., & Lang, L. H. P. (2000). The separation of ownership and 

control in East Asian Corporations. Journal of Financial Economics, 58 (1-

2), 81-112. 

Claessens, S., Djankov, S., Fan, J., & Lang, L. (2002). Disentangling the incentive and 

entrenchment effects of large shareholdings. Journal of Finance, 57, 2741-

2771. 

Coase, R. H. (1937). The nature of the firm. Economica 4(16), 386-405. 

Coleman, J. (1988). Social capital in the creation of human capital. American Journal 

of Sociology, 94(1)(Supplement), 95–120. 

Coleman, J. S. (1990). The foundations of social theory. Cambridge, Mass: Harvard 

University Press. 

Companies Act 2016 (Act 777).  Retrieved from https://www.ssm.com.my/en 

/companies _act_2016 

Core, J., Holthausen, R., & Larcker, D. (1999). Corporate governance, chief executive 

officer compensation, and firm performance.  Journal of Financial 

Economics, 51, 371–406. 

https://www.ssm.com.my/en%20/companies%20_act_2016
https://www.ssm.com.my/en%20/companies%20_act_2016


 

226 
 

Cornett, M. M., McNutt, J. J., & Tehranian, H. (2009), Corporate governance and 

earnings management at large U.S bank holding companies. Journal of 

Corporate Finance, 15, 412-430. 

Corporate Governance Blueprint. (2011). Kuala Lumpur: Securities Commissions.  

Corporate Governance Guide. (2009). Retrieved from http://www. bursamalaysia.com 

/misc/ system/assets/7257/CG_Guide2.pdf 

Cullinan, C., Du, H., & Wright, G. (2006). A test of the loan prohibition of the 

Sarbanes-Oxley Act: Are firms that grant loans to executives more likely to 

misstate their financial results? Journal of Accounting and Public Policy, 25, 

485-497. 

Dahya, J., & McConnell, J. J. (2009). Does board independence matter in companies 

with a controlling shareholder?  Journal of Applied of Corporate Finance, 

21(1), 67-78.  

Dahya, J., Dimitrov, O., & McConnell, J. J. (2008). Dominant shareholders, corporate 

boards, and corporate value: A cross-country analysis. Journal of Financial 

Economics, 87(1), 73-100. 

Daily, C. M., Dalton, D. R., & Cannella, A. A. (2003). Corporate governance: Decades 

of dialogue and data. Academy of Management Review, 28, 371-382. 

Dalton, D., Daily, C., Johnson, J., & Ellstrand, A. (1999) Number of directors and 

financial performance: A meta-analysis. Academy of Management Journal, 

42, 674- 686. 

Dalziel, T., Gentry, R. J., & Bowerman, M. (2011). An integrated agency-resource 

dependence view of the influence of directors’ human and relational capital 

on firms’ R&D spending. Journal of Management Studies, 48(6), 1217-1242. 



 

227 
 

De Villiers, C., Naiker, V., & Van Staden, C. J. (2011). The effect of board 

characteristics on firm environmental performance. Journal of Management, 

37(6), 1636–1663. 

DeAngelo, L. E. (1981). Auditor size and audit quality. Journal of Accounting and 

Economics, 3(3), 183-199. 

DeFond, M. L., Hann, R. N., & Hu, X. (2005). Does the market value financial 

expertise on audit committees of boards of directors? Journal of Accounting 

Research, 43(2), 153-193. 

DeFond, M. L., & Jiambalvo, J. (1993). Factors related to auditor-client disaggrements 

over income-increasing accounting methods. Contemporary Accounting 

Research, 9(2), 415-431. 

Devos, E., Prevost, A., & Puthenpurackal, J. (2009). Are interlocked directors effective 

monitors? Financial Management, Winter, 861-887. doi: 10.1111/j.1755-

053X.2009.01059.x 

Dharwadkar, R., George, G., & Brandes, P. (2000). Privatization in emerging 

economies: An agency theory perspective. Academy of Management Review, 

25, 650-669.  

DiMaggio, P. J., & Powell, W. W. (1983). The iron cage revisited: Institutional 

isomorphism and collective rationality in organizational field. American 

Sociological Review, 48, 147-160. 

Djankov, S., La Porta, R., Lopez-De-Silanes, F., & Shleifer, A.  (2008). The law and 

economics of self-dealing. Journal of Financial Economics, 88(3), 430–65. 

Dost, M., Badir, Y. F., Ali, Z., & Tariq, A. (2016). The impact of intellectual capital 

on innovation generation and adoption.  Journal of Intellectual Capital, 

17(4), 675 – 695. 

http://dx.doi.org/10.1111


 

228 
 

Dou, Y., Sahgal, S., Zhang, E. J. (2015). Should outside directors have term limits? 

The role of experience in corporate governance. Financial Management, 

44(3), 583-621. 

Downs, D., Ooi, J., Wong, W., & Ong, S.E. (2016). Related party transactions and 

firm value: Evidence from property markets in Hong Kong, Malaysia and 

Singapore. Journal of Real Estate Finance and Economics, 52, 408-427. 

El-Helaly, M. (2016). Related party transactions and accounting quality in 

Greece. International Journal of Accounting & Information Management, 

24(4), 375-390. doi:10.1108/IJAIM-04-2016-0044 

Elkelish, W. W.  (2017). IFRS related party transactions disclosure and firm valuation 

in the United Arab Emirates emerging market. Journal of Accounting in 

Emerging Economies, 7(2), 173-189. 

Faccio, M., Lang, L. H. P., & Young, L. (2001). Dividends and expropriation. The 

American Economic Review, 91, 54–78. 

Fama, E. F. (1980). Agency problems and the theory of the firm. Journal of Political 

Economics, 88, 288-307. 

Fama, E. F., & Jensen, M. C. (1983). Agency problems and residual claims. Journal 

of Law and Economics, 26(2), 327-349. 

Fan, J., & Wong, J. (2002). Corporate ownership structure and the informativeness of 

accounting earnings in East Asia. Journal of Accounting and Economics, 33, 

401-425. 

Farouk, M. A., & Hassan, S. U. (2014). Impact of audit quality and financial 

performance of quoted cement firms in Nigeria. International Journal of 

Accounting and Taxation, 2(2), 1-22. 

https://www.emeraldinsight.com/author/El-Helaly%2C+Moataz
https://doi.org/10.1108/IJAIM-04-2016-0044


 

229 
 

Farrar & Glauber. (1967). Multicollinearity in regression analysis. Review of 

Economics and Statistics, 49, 92-107. 

Felo, A. J., Krishnamurthy, S., & Solieri, S. A. (2003). Audit committee characteristics 

and the perceived quality of financial reporting: an empirical analysis. 

Retrieved from http://ssrn. com/abstract=401240 

Ferris, S., Jagannathan, M., & Pritchard, A. (2003). Too busy to mind the business? 

Monitoring by directors with multiple board appointments.  Journal of 

Finance, 58, 1087-1111. 

Fich, E. M., & Shivdasani, A. (2006). Are busy boards effective monitors? The Journal 

of Finance, 61(2), 689-724. 

Field, L. C., & Mkrtchyan, A. (2017). The effect of director experience on acquisition 

performance. Journal of Financial Economics, 123(3), 488-511. 

doi:10.1016/j.jfineco.2016.12.001 

Fischer, H. M., & Pollock, T. G. (2004). Effects of social capital and power on 

surviving transformational change: The case of initial public offerings. 

Academy of Management Journal, 47(4), 463-481. 

Florin, J., Lubatkin, M., & Schulze, W. (2003). A social capital model of high growth 

ventures. Academy of Management Journal 46(3), 374-384. 

Forbes, D. P., & Milliken, F. J. (1999). Cognition and corporate governance: 

Understanding boards of directors as strategic decision-making groups. 

Academy of Management Review, 24, 489-505. 

Friedman, E., Johnson, S., & Mitton, T. (2003). Propping and tunneling. Journal of 

Comparative Economics, 31(4), 732-750. 



 

230 
 

Gallery, G., Gallery, N., & Supranowicz, M. (2008). Cash-based related party 

transactions in new economy firms. Accounting Research Journal, 21(2), 

147-166. 

Gao, L., & G. Kling. (2008). Corporate governance and tunneling: empirical evidence 

from China. Pacific-Basin Finance Journal, 16(5), 591-605.  

Gayle, G.-L., Golan, L., & Miller, R. A. (2015). Interlocked executives and insider 

board members: An empirical analysis. Working Paper, Carnegie Mellon 

University. 

Ge, W., Drury, D. H., Fortin, S., Liu, F., & Tsang, D. (2010). Value relevance of 

disclosed related party transactions. Advances in Accounting, 26(1), 134-141. 

Gentry, R. J., & Shen, W. (2010). The relationship between accounting and market 

measures of firm financial performance: How strong is it? Journal of 

Managerial Issues, 22(4), 514-530. 

Gordon, E. A., & Henry, E. (2005). Related party transactions and earnings 

management. Working Paper, Rutgers University. Retrieved from 

http://papers.ssrn.com/sol3/papers.cfm?abstract_id=612234 

Gordon, E. A., Henry, E., & Palia, D. (2004). Related party transactions and corporate 

governance. In Corporate Governance, Advances in Financial Economics 9 

(pp. 1-27), edited by M. Hirschey, K. John, & A.K. Makhija, Emerald Group 

Publishing Limited. 

Gordon, E. A., Henry, E., Louwers, T. J., & Reed, B. J. (2007). Auditing related party 

transactions: A literature overview and research synthesis. Accounting 

Horizons, 21(1), 81-102. 

Gujarati, D. N. (2003). Basic Econometrics. New York: McGraw Hill Book Co. 

http://papers.ssrn.com/sol3/papers


 

231 
 

Guldiken, O., & Darendeli, I.S. (2016). Too much of a good thing: Board monitoring 

and R&D investments. Journal of Business Research, 69(8), 2931-2938. 

Guner, A. B., Malmendier, U., & Tate, G. (2008). Financial expertise of directors. 

Journal of Financial Economics, 88, 323-354. 

Habib, A., Jiang, H., & Zhou, D.  (2015). Related party transactions and audit fees: 

Evidence from China. Journal of International Accounting Research, 14(1), 

59-83. 

Hair, J., Black, W., Babin, B., Anderson, R., & Tatham, R. (2006). Multivariate data 

analysis (6th ed.). Uppersaddle River, N.J.: Pearson Prentice Hall. 

Haji-Abdullah, N. M., & Wan Hussin, W. N. (2015). Related party transactions, audit 

committees and real earnings management: The moderating impact of family 

ownership. Advanced Science Letters, 21(6), 2033-2037. 

Hambrick, D. C., & Manson, P. A. (1984). Upper echelons: The organization as a 

reflection of its top managers. Academy of Management Review, 9(2), 193-

206. 

Hamid, F. Z. A., Shafie, R., Othman, Z., Wan Hussin, W. N., & Fadzil, F. H. (2013). 

Cooking the books: The case of Malaysian listed companies. International 

Journal of Business and Social Science, 4(13), 179-186. 

Haniffa, R., & Hudaib, M. (2006). Governance structure and performance of 

Malaysian Listed Companies. Journal of Business Finance and Accounting, 

33(6/7), 1034-1062. 

Hasnan, S., Abdul Rahman, R., & Mahenthiran, S. (2014). Determinants of fraudulent 

financial reporting: Evidence from Malaysia. Jurnal Pengurusan, 42, 103-

117. 



 

232 
 

Hasnan, S,  Daie, M. S., & Hussain, A. R. M.  (2016). Related party transactions and 

earnings quality: Does corporate governance matter? International Journal 

of Economics & Management, 10(2), 189-219. 

Hawawini, G., Subramanian, V., & Verdin, P. (2003). Is performance driven by 

industry- or firm-specific factors? A new look at the evidence. Strategic 

Management Journal, 24(1), 1-16. 

Hillman, A. J., Withers, M. C., & Collins, B. J. (2009). Resource dependence theory: 

A review. Journal of Management, 35(6), 1404-1427. 

Hillman, A. J., & Dalziel, T. (2003). Boards of directors and firm performance: 

Integrating agency and resource dependence perspectives. Academy of 

Management Review, 28(3), 383–396. 

Hillman, A. J., Cannella, A. A., & Paetzold, R. L. (2000). The resource dependence 

role of corporate directors: Strategic adaptation of board composition in 

response to environmental change. Journal of Management Studies, 37(2), 

235-255. 

Hitt, M. A., Bierman, L., Shimizu, K., & Kochhar, R. (2001). Direct and moderating 

effects of human capital on strategy and performance in professional service 

firms: A resource-based perspective. Academy of Management Journal, 

44(1), 13-28. 

Hoitash, U., Hoitash, R., & Bedard, J. (2009). Corporate governance and internal 

control over financial reporting: a comparison of regulatory regimes. The 

Accounting Review, 84(3), 839–867. 

Holderness, C. G.  (2009). The myth of diffuse ownership in the United States.  Review 

of Financial Studies, 22, 1377-1408. 

https://scholar.google.com/scholar?oi=bibs&cluster=10316107105307256771&btnI=1&hl=en
https://scholar.google.com/scholar?oi=bibs&cluster=10316107105307256771&btnI=1&hl=en


 

233 
 

Hope, O.-K. (2013). Large shareholders and accounting research. China Journal of 

Accounting Research, 6, 3-20. 

Huang, S. (2013). Zombie boards: board tenure and firm performance. Research 

Collection School of Accountancy, 7, 1-67. 

Hwang, B.-H., & Kim, S. (2009). It pays to have friends. Journal of Financial 

Economics, 93, 138-158. 

IHH Healthcare Berhad. (2015). Annual Report. 

Ishak, Z., & Napier, C. (2006).  Expropriation of minority interests and corporate 

diversification in Malaysia.  Asian Academy of Management Journal of 

Accounting and Finance, 2(1), 85-113. 

Jensen, M. C. (1986). Agency costs of free cash flow, corporate finance, and takeovers. 

American Economic Review, 76, 323-329. 

Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: Managerial behavior, 

agency costs and ownership structure. Journal of Financial Economics, 3(4), 

305-360. 

Jian, M., & Wong, T. (2003). Earnings management and tunneling through related 

party transactions: Evidence from Chinese corporate groups (EFA 2003 

Annual Conference Paper No. 549). Retrieved from http://papers. ssrn.com 

/sol3/ papers.cfm? abstract_ id=424888 

Jian, M., & Wong, T. (2010). Propping through related party transactions. Review of 

Accounting Studies, 15(1), 70-105. 

Jiang, G., Lee, C., & Yue, H. (2010). Tunneling through intercorporate loans: The 

China experience. Journal of Financial Economics, 98(1), 1-20. 

Jiang, Y., & Peng, M. (2011).  Principal-principal conflicts during crisis. Asia Pacific 

Journal of Management, 28(4), 683-695. 

http://pure.rhul.ac.uk/portal/en/persons/christopher-napier(cd705813-e45e-41fa-9f26-44414c29b720).html
http://pure.rhul.ac.uk/portal/en/publications/expropriation-of-minority-interests-and-corporate-diversification-in-malaysia(9c779149-98c2-4905-94c4-13b5d3a25cd4).html
http://pure.rhul.ac.uk/portal/en/publications/expropriation-of-minority-interests-and-corporate-diversification-in-malaysia(9c779149-98c2-4905-94c4-13b5d3a25cd4).html


 

234 
 

Johnson S. G., Schnatterly, K., & Hill, A. D. (2013). Board composition beyond 

independence: Social capital, human capital, and demographics. Journal of 

Management, 39(1): 232–262. 

Johnson, S., La Porta, R., Lopez-de-Silanez, F., & Shleifer, A. (2000). Tunneling. The 

American Economic Review, 90(2), 22-27. 

Kahle, K., & Shastri, K. (2004). Executive loans. Journal of Financial and 

Quantitative Analysis, 39(4), 791–811. 

Kamardin, H., Abdul Latif, R., Taufil Mohd, K. N., & Che Adam, N. (2015). Multiple 

directorships and the monitoring role of the board of directors: Evidence from 

Malaysia. Jurnal Pengurusan, 42, 51-62. 

Kamardin, H., & Haron, H. (2011). Internal corporate governance and board 

performance in monitoring roles: Evidence from Malaysia. Journal of 

Financial Reporting and Accounting, 9(2), 119-140. 

Kang, S., Kim, E. H., & Lu, Y. (2017). Does independent directors’ CEO experience 

matter? Review of Finance, 22(3), 905-949. doi:10.1093/rof/rfx023 

Kang, M., Lee, H. Y., Lee, M. G., & Park, J. C.  (2014). The association between 

related-party transactions and control ownership wedge: Evidence from 

Korea. Pacific-Basin Finance Journal, 29, 272-296. 

Khanna, P., Jones, C. D., & Boivie, S. (2014). Director human capital, information 

processing demands, and board effectiveness. Journal of Management, 

40(2), 557–585. 

Khanna, T., & Palepu, P. (2000). Emerging market business groups, foreign 

intermediaries, and corporate governance. In Concentrated Corporate 

Ownership, edited by R. Morck, Chicago, Illinois, USA: University of 

Chicago Press. 

https://www.emeraldinsight.com/author/Kamardin%2C+Hasnah
https://www.emeraldinsight.com/author/Haron%2C+Hasnah


 

235 
 

Khanna, T., & Yafeh, Y. (2007). Business groups in emerging markets: Paragons or 

parasites? Journal of Economic Literature, 45(2), 331-372. 

Khatab, H., Masood, M., Zaman, K., Saleem, S., & Saeed, B. (2011). Corporate 

governance and firm performance: A case study of Karachi Stock Market. 

International Journal of Trade, Economics and Finance, 2(1), 39-43. 

Khosa, A. (2017). Independent directors and firm value of group-affiliated firms. 

International Journal of Accounting and Information Management, 25(2), 

217-236. 

Kiel, G. C., & Nicholson, G. J. (2006).  Multiple directorships and corporate 

performance in Australian listed companies. Corporate Governance: An 

International Review, 14(6), 530-546. 

Kim, H., & Lim, C. (2010). Diversity, outsider directors’ and firm valuation: Korean 

evidence. Journal of Business Research, 63, 284-291. 

Kim, K. A., Kitsabunnarat-Chatjuthamard, P., & Nofsinger, J. R. (2007). Large 

shareholders board independence, and minority shareholder right: Evidence 

from Europe. Journal of Corporate Finance, 13, 859-880. 

Kim, S. J. (2004). Bailout and conglomeration. Journal of Financial Economics, 71(2), 

315-347. 

Kim, Y., & Cannella, A. A. Jr. (2008). Toward a social capital theory of director 

selection. Corporate Governance: An International Review, 16, 282-93. 

Kim, Y. (2005). Board network characteristics and firm performance in Korea. 

Corporate Governance: An International Review, 13(6), 800-808. 

Kim, Y. (2007). The proportion and social capital of outside directors and their impacts 

on firm value: Evidence from Korea. Corporate Governance: An 

International Review, 15, 1168-1176. 



 

236 
 

Klapper, L.F., & Love, I. (2004). Corporate governance, investor protection, and 

performance in emerging markets. Journal of Corporate Finance, 10(5), 

703-728. 

Klein, A. (1998). Firm performance and board committee structure. Journal of Law 

and Economics, 41, 275–303. 

Kohlbeck, M., & Mayhew, B. W. (2010). Valuation of firms that disclose related party 

transactions. Journal of Accounting and Public Policy, 29(2), 115-137. 

Kohlbeck, M., & Mayhew. (2017). Are related party transaction red flags? 

Contemporary Accounting Research, 34(2), 900-928. 

Kor, Y. Y. (2006). Direct and interaction effects of top management team and board 

compositions on R&D investment strategy. Strategic Management Journal, 

27, 1081–99. 

Kor, Y. Y., & Sundaramurthy, C. (2009). Experience-based human capital and social 

capital of outside directors. Journal of Management, 35(4), 981-1004. 

KPMG. (2013). Study on non-executive directors 2013 – Profile and pay. Retrieved 

from https://assets.kpmg.com/content/dam/kpmg/pdf/2016/.../20140701_ 

aci-ned-2013.pdf 

Krejcie, R. V., & Morgan, D.W. (1970). Determining sample size for research 

activities. Educational & Psychological Measurement, 30, 607-610. 

Krishnan, J. (2005). Audit committee quality and internal control: An empirical 

analysis. The Accounting Review, 80(2), 649–675. 

Krishnan, J., & Schauer, P. C. (2000). The differentiation of quality among auditors: 

Evidence from the not-for-profit sector. Auditing: A Journal of Practice and 

Theory, 19(2), 9-26. 

https://home.kpmg.com/content/dam/kpmg/my/pdf/ACI%20NED2013%20Publication%20Final.pdf
https://assets.kpmg.com/content/dam/kpmg/pdf/2016/.../20140701_%20aci-ned-2013.pdf
https://assets.kpmg.com/content/dam/kpmg/pdf/2016/.../20140701_%20aci-ned-2013.pdf


 

237 
 

Kroll, M., Walters, B.A., & Wright, P. (2008). Board vigilance, director experience, 

and corporate outcomes. Strategic Management Journal, 29(4), 363-382. 

La Porta, R., Lopez-de-Silanes, F., Shleifer, A., & Vishny, R. W.  (2000). Investor 

protection and corporate governance.  Journal of Financial Economics, 58, 

3-27. 

La Porta, R., Lopez-de-Silanes, F., Shleifer, A., & Vishny, R.W. (1997). Legal 

determinants of external finance. Journal of Finance, 52(3), 1131-1150.  

La Porta, R., Lopez-de-Silanes, F., Shleifer, A., & Vishny, R.W. (2002). Investor 

protection and corporate valuation. Journal of Finance, 57, 1147-1170. 

Lee, M.-G., Kang, M., Lee, H.-Y., & Park, J. C. (2014). Related-party transactions and 

financial statement comparability: Evidence from South Korea. Asia-Pacific 

Journal of Accounting & Economics, 23(2), 224–252.  

Lemmon, M. L., & Lins, K. V. (2003). Ownership structure, corporate governance, 

and firm value: Evidence from the East Asian financial crisis. Journal of 

Finance, 58(4), 1445-1468. 

Leone A., Minutti-Meza, M., & Wasley, C. (2015). Influential observations and 

inference in accounting research. Working Paper, University of Miami. 

Lester, R. H., Hillman, A., Zardkoohi, A., & Cannella, A. A. (2008). Former 

government officials as outside directors: The role of human and social 

capital. Academy of Management Journal, 51, 999-1013. 

Li, J. (1994). Ownership structure and board composition: A multi-country test of 

agency theory prediction. Managerial and Decision Economics, 15 (4), 359-

368. 

Li, N. (2018). Do greater shareholder voting rights reduce expropriation? Evidence 

from related party transactions. Working paper, Columbia Business School. 



 

238 
 

Retrieved from https://papers.ssrn.com/sol3/papers.cfm?abstract_id 

=3128408 

Lin, N., Vaughn, J. C., & Ensel, W. M. (1981). Social resources and occupational 

status attainment. Social Forces, 59, 1163-81. 

Lin, Y-H. (2013). Do social ties matter in corporate governance? The missing factor 

in Chinese corporate governance reform. George Mason Journal of 

International Commercial Law, 5(1), 39-73. 

Liu, Q., & Lu, J. (2007).  Corporate governance and earnings management in the 

Chinese listed companies: A tunneling perspective.  Journal of Corporate 

Finance, 13(5), 881-906.  

Lo, A. W. Y., Wong, R. M. K., & Firth, M. (2010). Can corporate governance deter 

management from manipulating earnings? Evidence from related-party sales 

transactions in China. Journal of Corporate Finance, 16(2), 225-235. 

Lopez-Valeiras, E., Gomez-Conde, J., & Fernandez-Rodriguez, T. (2016). Firm size 

and financial performance: Intermediate effects of indebtedness. 

Agribusiness, 32 (4), 454-465. 

Mace, M. L. (1986). Directors: Myth and reality. Boston, MA: Harvard University 

Press.  

Mahoney, J. T., & Kor, Y. Y. (2015). Advancing the human capital on value by joining 

capabilities and governance perspectives. Academy of Management 

Perspectives, 29(3), 296-308. 

Maja, P., & Josipa, V. (2012). Influence of firm size on business success. Croatian 

Operational Research Review (CRORR), 3, 213-224. 

Malaysian Code on Corporate Governance. (2000). Kuala Lumpur: Securities 

Commission.  

https://papers.ssrn.com/sol3/papers.cfm?abstract_id
javascript:void(0)
javascript:void(0)


 

239 
 

Malaysian Code on Corporate Governance. (2007). Kuala Lumpur: Securities 

Commission.  

Malaysian Code on Corporate Governance. (2012). Kuala Lumpur: Securities 

Commission. 

Malaysian Code on Corporate Governance. (2017). Kuala Lumpur: Securities 

Commission. 

Malaysian Financial Reporting Standard 124 Related Party Disclosures (online). 

Retrieved from http://www.masb.org.my/ images/MFRS2011/MFRS_124. 

pdf  

Masulis, R. W., Wang, C., & Xie, F. (2012). Globalizing the boardroom - The effects 

of foreign directors on corporate governance and firm performance. Journal 

of Accounting and Economics, 53(3), 527-554. 

Masulis, R., Ruzzierb, C., Xiao, S., & Zhao, S. (2012). Do independent expert directors 

matter? Working paper. University of New South Wales. 

Mat Nor, F. & Sulong, Z. (2007). The interaction effect of ownership structure and 

board governance on dividends: Evidence from Malaysian listed firms. 

Capital market Review, 15(1/2), 73-101. 

McMullen, D., Raghunandan, K., & Rama, D. V. (1996).  Internal control reports and 

financial reporting problems. Accounting Horizons, 10(4), 67–75. 

McNulty, T., & Pettigrew, A. (1999). Strategists on the Board. Organization Studies, 

20, 47–74. 

Melkumov, D., & Khoreva, V. (2015).  The effect of board capital and conflict on the 

tasks of the board of directors.  International Studies of Management & 

Organization, 45(1), 60-79. 

http://www.masb.org.my/%20images/MFRS2011/MFRS_124.pdf
http://www.masb.org.my/%20images/MFRS2011/MFRS_124.pdf
http://www.masb.org.my/%20images/MFRS2011/MFRS_124.pdf


 

240 
 

Mire, S. L. (2016). Independent directors: Partnering expertise with independence. 

Journal of Corporate Law Studies, 16(1), 1-37. 

Mitton, T. (2002). A cross-firm analysis of the impact of corporate governance on the 

East Asian financial crisis. Journal of Financial Economics, 64(2), 215-241. 

Mizruchi, M. S. (1996). What do interlocks do? An analysis, critique, and assessment 

of research on interlocking directorates. Annual Review of Sociology, 22, 

271-298. 

Morck, R., & Yeung, B. (2004). Family control and the rentseeking society. 

Entrepreneurship Theory and Practice, 28(4), 391-409. 

Morck, R., Stangeland, D. A., & Yeung, B. (2000). Inherited wealth, corporate control, 

and economic growth: The Canadian disease, in R. Morck (Ed.), 

Concentrated Corporate Ownership, Chicago: University of Chicago Press. 

MSWG.  (2013).  Malaysia-Asean corporate governance report. Retrieced from 

https://www.mswg.org.my/file/76/download?token=UKJZHapy 

MSWG. (2016). Malaysia-Asean corporate governance report. Retrieved from 

https://www.mswg.org.my/file/6552/download?token=vk6ICM-a. 

Munir, S., & Gul, R. J. (2010). Related party transactions, family firms and firm 

performance: Some Malaysian evidence. Social Science Research Network 

(ID=1705846). 

Munir, S., Mohd Salleh, N., Jaafar, R., & Yatim, P. (2013). Family ownership, related 

party transactions and earnings quality.  Asian Academy of Management 

Journal of Accouting and Finance, 9(1), 129-153. 

Muttakin, M. B., Khan, A., & Mihret, D. G. (2016). The effect of board capital and 

CEO power on corporate social responsibility disclosures. Journal of 

Business Ethics, 150(1), 41-56. doi:10.1007/s10551-016-3105-y  

https://www.mswg.org.my/file/76/download?token=UKJZHapy
https://www.mswg.org.my/file/76/download?token=UKJZHapy
https://www.mswg.org.my/file/6552/download?token=vk6ICM-a


 

241 
 

Myers, S. C. (1977). Determinants of corporate borrowing. Journal of Financial 

Economics, 5, 147-75. 

Nahapiet, J., & Ghoshal, S. (1998). Social capital, intellectual capital, and the 

organizational advantage. Academy Management Review, 23 (2), 242-266. 

Neely, A., Gregory, M., & Platts, K. (1995). Performance measurement system design: 

A literature review and research agenda. International Journal of Operations 

& Production Management, 15(4), 80-116. 

Nekhili, M., & Cherif, M. (2011). Related parties transactions and firm’s market value: 

The French case. Review of Accounting and Finance, 10(3), 291-315. 

OECD.  (2001). The well-being of nations: The role of human and social capital. Paris: 

OECD Publishing. 

OECD. (2004). OECD principles of corporate governance.  Retrieved from 

http://www.oecd.org/dataoecd/32/18/31557724.pdf  

OECD. (2009). Guide on fighting abusive related party transactions in Asia.  

Retrieved from http://www.oecd.org/daf/ca/corporategovernance 

principles/43626507 .pdf   

OECD. (2012). Related Party Transactions and Minority Shareholder Rights.  

Retrieved from http://dx.doi.org/10.1787/9789264168008-en 

Oehmichen, J., Braun, D., Wolff, M., & Yoshikawa, T. (2017). When elites forget their 

duties: The doubleedged sword of prestigious directors on boards. Journal of 

Management Studies, 54(7), 1050-1078.  

Oh, H., Labianca, G., & Chung, M. (2006). A multilevel model of group social capital. 

Academy of Management Journal, 31(3), 569-582. 

Omar, N., Said, R., & Johari, Z. A. (2016). Corporate crimes in Malaysia: A profile 

analysis. Journal of Financial Crime, 23(2), 257-277. 

http://www.oecd.org/dataoecd/32/18/31557724.pdf
http://www.oecd.org/daf/ca/%20corporategovernanceprinciples/
http://www.oecd.org/daf/ca/%20corporategovernanceprinciples/
http://www.oecd.org/daf/ca/%20corporategovernanceprinciples/
http://dx.doi.org/10.1787/9789264168008-en


 

242 
 

Omer, T. C., Shelley, M. K., & Tice, F. M. (2014). Do well-connected directors affect 

firm value? Journal of Applied Finance, 24(2), 17-32. 

O'Reilly, C. A. (1980). Individuals and information overload in organizations: is more 

necessarily better? Academy of Management Journal, 23, 684–696. 

Palia, D., &Lichtenberg, F. (1999). Managerial ownership and firm performance: A 

reexamination using productivity measurement. Journal of Corporate 

Finance, 5, 323-339. 

Peng, M. W. (2004). Outside directors and firm performance during institutional 

transitions. Strategic Management Journal, 25(5), 453-471. 

Peng, Q., Wei, K. C. J., & Yang, Z. (2011). Tunneling or propping: Evidence from 

connected transactions in China. Journal of Corporate Finance, 172, 306-

325. 

Persons, O. (2005). Relation between the new corporate governance rules and the 

likelihood of financial statement fraud. Review of Accounting and Finance, 

4(2), 125-148. 

Petra, S. T. (2005). Do outside independent directors strengthen corporate boards?  

Corporate Governance, 5(1), 55-64. 

Pfeffer, J., & Salancik, G. R. (1978). The external control of organizations: A resource 

dependence perspective. Harper & Row, New York. 

Pfeffer, J. (1972). Size and composition of corporate boards of directors: the 

organization and its environment.  Administrative Science Quarterly, 17, 

218-228. 

Pucek, R.M., & Richards, G.E. (2013). What's a little debt between friends? How to 

apply accounting rules for related-party transactions. Journal of Accountancy 

(June), 48-51. 



 

243 
 

Rachagan, S. (2007). Controlling shareholders and corporate governance in Malaysia: 

Would the self-enforcing model protect minority shareholders?. The 

Corporate Governance Law Review, 3(1), 1-55. 

Rachagan, S. (2011). Protecting minority shareholders in Malaysian public listed 

companies against conflicts of interest by related parties: Some important 

developments. Corporate Ownership & Control, 8(4), 123-139.   

Rahmat, M. M., & Ali, S. H. A. (2016).  Do managers reappoint auditor for related 

party transactions? Evidence from selected East Asian Countries.  Jurnal 

Pengurusan, 48, 47-60. 

Razman, S. R., & Mohd Iskandar, T. (2004). The effectiveness of audit committee in 

monitoring the quality of corporate reporting.  Corporate Governance: An 

International Perspective. MICG Publication, 154-175. 

Rickling, M. (2014). Audit committee sharacteristics and repeatedly meeting-beta 

analyst forecasts. International Journal of Business, 19(2), 173-191. 

Riyanto, Y. E., & Toolsema, L. A. (2008). Tunneling and propping: A justification for 

pyramidal ownership. Journal of Banking & Finance, 32(10), 2178-2187. 

Ryngaert M.D., & Thomas, S.  (2012). Not all related party transactions (RPTs) are 

the same: Exante vs. ex-post RPTs. Journal of Accounting Research, 50(3), 

845-882. 

Sekaran, U. (2000). Research methods for business: A skill building approach (3rd ed.). 

USA: John Wiley & Sons. 

Sharpe, N. F. (2011).  The cosmetic independence of corporate boards. Seattle 

University Law Review, 34, 1435-1456. 

Shleifer, A., & Vishny, R. W. (1997). A survey of corporate governance. Journal of 

Finance, 52(2), 737-783. 



 

244 
 

Shleifer, A., & Vishny, R. W. (1986). Large shareholders and corporate control. 

Journal of Political Economy, 94(3), 461-488.  

Stevenson, W. B., & Radin, R. F. (2009). Social capital and social influence on the 

board of directors. Journal of Management Studies, 46, 16-44. 

Sulong, Z., & Mat Nor, F. (2008). Dividends, ownership structure and board 

governance on firm value: Empirical evidence from Malaysian listed firms. 

Malaysian Accounting Review, 7, 55-94.  

Satkunasingam, E., & Shanmugam, B. (2006). The consequences of culture on 

shareholder activism in Malaysia. JAMAR, 4(1), 45-56. 

Tam, O., & Tan, G.  (2007). Ownership, governance and firm performance in 

Malaysia. Corporate Governance: An International Review, 15(2), 208-222. 

Tian, J., Haleblian, J., & Rajagopalan, N. (2011). The effects of board human and 

social capital on investor reactions to new CEO selection. Strategic 

Management Journal, 32(7), 731-747. 

Utama, C. A., & Utama, S. (2014). Corporate governance, size and disclosure of 

related party transactions, and firm value: Indonesia evidence.  International 

Journal of Disclosure and Governance, 1-25. doi: 10.1057/jdg.2013.23 

Utama, C. A., & Utama, S. (2009). Stock price reactions to announcements of related 

party transactions. Asian Journal of Business and Accounting, 2(1&2), 1-24. 

Utama, S., Utama, C.A., & Yuniasih, R. (2010). Related party transaction - Efficient 

or abusive: Indonesian evidence. Asia Pacific Journal of Accounting and 

Finance, 1(1), 77-102. 

Vafeas, N. (1999). Board meeting frequency and firm performance. Journal of 

Financial Economics, 53, 113-142. 



 

245 
 

Vafeas, N. (2003). Length of board tenure & outside director independence. Journal 

of Business Finance & Accounting, 30(7-8), 1043-1064. 

Valenti, A., & Horner, S. H. (2010). Corporate directors’ social capital: How centrality 

and density impact board monitoring. Journal of Applied Business and 

Economics, 11(4), 117-127. 

Varottil, U. (2010). Evolution and effectiveness of independent directors in Indian 

corporate governance. Hastings Business Law Journal, 6(2), 281-376.  

Retrieved from http://ssrn.com/abstract=154878 

Villalonga, B., & Amit, R. (2006). How do family ownership, control and management 

affect firm value? Journal of Financial Economics, 80, 385-417. 

Wang, J., & Yuan, H. (2012). The impact of related party sales by listed Chinese firms 

on earnings informativeness and earnings forecasts. International Journal of 

Business, 17(3), 258-275. 

Westphal, J. D. (1999). Collaboration in the boardroom: Behavioral and performance 

consequences of CEO-board social ties. Academy of Management Journal, 

42, 7-24. 

Westphal, J. D., & Bednar, M. K. (2005). Pluralistic ignorance in corporate boards and 

firms' strategic persistence in response to low firm performance. 

Administrative Science Quarterly, 50, 262-298. 

White, H. (1980). A heteroskedasticity-consistent covariance matrix estimator and a 

direct test for heteroskedasticity. Econometrica, 48, 817-838. 

Williams, M. P., & Taylor, D. W. (2013). Corporate propping through related-party 

transactions: The effect of China and securities regulations. International 

Journal of Law and Management, 55(1), 28-41. 

http://ssrn.com/abstract=154878


 

246 
 

Wiwattanakantang, Y. (2001). Controlling shareholders and corporate value: Evidence 

from Thailand. Pacific-Basin Finance Journal, 9(4), 323-362. 

Wong, R. M., Kim, J. B., & Lo, A. W. (2015). Are related-party sales value-adding or 

value-destroying? Evidence from China. Journal of International Financial 

Management and Accounting, 26(1), 1-38. 

World Bank. (2013). Doing business 2013: Smarter regulations for small and medium 

enterprises. Washington, DC: World Bank Group. doi:10.1596/978-0-8213- 

9615-5 

World Economic Forum. (2013). The Global Competitiveness Report 2012-2013. 

Retrieved from http://www3.weforum.org/docs/WEF_GlobalCompetitiveness  

Report_2012-13.pdf 

Xie, B., Davidson III, W. N., & Dadalt, P. J. (2003). Earnings management and 

corporate governance: The role of the board and audit committee.  Journal of 

Corporate Finance, 9(3), 295-316. 

Yatim, P., Kent, P., & Clarkson, P. (2006). Governance structures, ethnicity, and audit 

fees of Malaysian listed firms. Managerial Auditing Journal, 21(7), 757-782. 

Yeh, Y.-H., Shu, P.-G., & Su, Y.-H. (2012). Related party transactions and corporate 

governance: The evidence from the Taiwan stock market. Pacific-Basin 

Finance Journal, 20(5), 755-776. 

Yermack, D. (1996). Higher market valuation of companies with a small board of 

directors. Journal of Financial Economics, 40, 185-221. 

Ying, Q., & Wang, L. (2013). Propping by controlling shareholders, wealth transfer 

and firm performance: Evidence from Chinese listed companies. China 

Journal of Accounting Research, 6(2), 133-147. 

http://www3.weforum.org/docs/WEF_GlobalCompetitiveness%20%20Report_2012-13.pdf
http://www3.weforum.org/docs/WEF_GlobalCompetitiveness%20%20Report_2012-13.pdf


 

247 
 

Young, M. N., Peng, M. W., Ahlstrom, D., Bruton, G., & Jiang, Y. (2008). Corporate 

governance in emerging economies: A review of the principal-principal 

perspective. Journal of Management Studies, 45(1), 196-220. 

Zahra, S. A., & Pearce, J. A. (1989). Boards of directors and corporate financial 

performance: A review and integrative model. Journal of Management, 15, 

291-334.  

Zald, M. N. (1969). The power and functions of boards of directors: A theoretical 

synthesis. American Journal of Sociology, 5, 97-111. 

Zhang, Y., Zhou, J., & Zhou, N.  (2007). Audit committee quality, auditor 

independence, and internal control weaknesses. Journal of Accounting and 

Public Policy, 26 (3), 300-327. 

Zona, F., Gomez-Mejia, L. R., & Withers, M. C. (2015). Board interlocks and firm 

performance: toward a combined agency–resource dependence perspective. 

Journal of Management, 44(2), 589–618. doi:10.1177/0149206315579512 

 

 

 

 

 

 

 

 

 

 

 



 

248 
 

APPENDIX A 

LIST OF SAMPLE COMPANIES 

1 BINA DARULAMAN  37 JERASIA CAPITAL  

2 DKLS INDUSTRIES  38 JT INTERNATIONAL  

3 FAJARBARU BUILDER GROUP  39 KHIND HOLDINGS  

4 FUTUTECH  40 KOTRA INDUSTRIES  

5 GABUNGAN AQRS  41 LAY HONG  

6 GAMUDA  42 LII HEN INDUSTRIES 

7 HOCK SENG LEE  43 MAXWELL INTERNATIONAL  

8 IJM CORPORATION  44 MULTI SPORTS HOLDINGS LTD 

9 JAKS RESOURCES  45 NEW HOONG FATT HOLDINGS  

10 KIMLUN CORPORATION  46 NI HSIN RESOURCES  

11 PESONA METRO HOLDINGS  47 ORIENTAL HOLDINGS  

12 PRINSIPTEK CORPORATION  48 PADINI HOLDINGS  

13 SYCAL VENTURES  49 PCCS GROUP  

14 TRC SYNERGY  50 POH KONG HOLDINGS  

15 TRIPLC  51 PPB GROUP  

16 TSR CAPITAL  52 REX INDUSTRY  

17 ZECON  53 SINARIA CORPORATION  

18 AMTEK HOLDINGS  54 SPRITZER  

19 APEX HEALTHCARE  55 SYF RESOURCES  

20 APOLLO FOOD HOLDINGS  56 TAFI INDUSTRIES  

21 ASIA BRANDS  57 TAN CHONG MOTOR HOLDINGS  

22 BIOSIS GROUP  58 TEO SENG CAPITAL  

23 BONIA CORPORATION  59 TOMEI CONSOLIDATED  

24 C.I. HOLDINGS  60 TPC PLUS  

25 CCK CONSOLIDATED HOLDINGS  61 UMW HOLDINGS  

26 CHEE WAH CORPORATION  62 UPA CORPORATION  

27 EMICO HOLDINGS  63 WANG-ZHENG  

28 EURO HOLDINGS  64 

XINGQUAN INTERNATIONAL 

SPORTS HOLDINGS LIMITED 

29 EUROSPAN HOLDINGS  65 Y.S.P.SOUTHEAST ASIA HOLDING  

30 FEDERAL FURNITURE HOLDINGS (M)  66 YEE LEE CORPORATION  

31 FORMOSA PROSONIC INDUSTRIES  67 YOONG ONN CORPORATION  

32 FRASER & NEAVE HOLDINGS  68 ZHULIAN CORPORATION  

33 GOLDIS  69 GRAND CENTRAL ENTERPRISES  

34 HONG LEONG INDUSTRIES  70 LANDMARKS  

35 HUAT LAI RESOURCES  71 ABM FUJIYA  

36 HWA TAI INDUSTRIES  72 AE MULTI HOLDINGS  

 

 

 



 

249 
 

Continued 

 

73 AJIYA  109 HIL INDUSTRIES  

74 ANCOM  110 HO WAH GENTING  

75 A-RANK  111 IMASPRO CORPORATION  

76 ASTRAL SUPREME  112 INGRESS CORPORATION  

77 B.I.G. INDUSTRIES  113 JOHORE TIN  

78 BOUSTEAD HEAVY INDUSTRIES  114 KECK SENG (MALAYSIA)  

79 BOX-PAK (MALAYSIA)  115 KIAN JOO CAN FACTORY  

80 BP PLASTICS HOLDING  116 KNM GROUP  

81 BRIGHT PACKAGING INDUSTRY  117 KOMARKCORP  

82 CB INDUSTRIAL PRODUCT HOLDING  118 KOSSAN RUBBER INDUSTRIES  

83 CENTRAL INDUSTRIAL CORPORATION  119 KUMPULAN H & L HIGH-TECH  

84 CHINA AUTOMOBILE PARTS HOLDING 120 KUMPULAN POWERNET  

85 CME GROUP  121 KYM HOLDINGS  

86 CN ASIA CORPORATION  122 LCTH CORPORATION  

87 CONCRETE ENGINEERING PRODUCTS  123 LEADER STEEL HOLDINGS  

88 CSC STEEL HOLDINGS  124 LEWEKO RESOURCES  

89 CYL CORPORATION  125 LION CORPORATION  

90 DELLOYD VENTURES  126 LUSTER INDUSTRIES  

91 DENKO INDUSTRIAL CORPORATION  127 MALAYSIA SMELTING  

92 D'NONCE TECHNOLOGY  128 MALAYSIA STEEL WORKS (KL)  

93 DOLOMITE CORPORATION  129 MAXTRAL INDUSTRY  

94 DRB-HICOM  130 METROD HOLDINGS  

95 DUFU TECHNOLOGY CORP.  131 MIECO CHIPBOARD  

96 EG INDUSTRIES  132 MINETECH RESOURCES  

97 EKSONS CORPORATION  133 NARRA INDUSTRIES  

98 EP MANUFACTURING  134 NWP HOLDINGS  

99 FAVELLE FAVCO  135 PENSONIC HOLDINGS  

100 FIBON  136 PETRONAS GAS  

101 FOCUS LUMBER  137 RAPID SYNERGY  

102 GLOBALTEC FORMATION  138 RUBBEREX CORPORATION (M)  

103 GOH BAN HUAT  139 SAM ENGINEERING & EQUIPMENT  

104 GOLSTA SYNERGY  140 SARAWAK CABLE  

105 GSB GROUP  141 

SARAWAK CONSOLIDATED 

INDUSTRIES 

106 HALEX HOLDINGS  142 SEACERA GROUP  

107 HEVEABOARD  143 SEREMBAN ENGINEERING  

108 HIBISCUS PETROLEUM  144 SINO HUA-AN INTERNATIONAL  
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Continued 

 

145 SKP RESOURCES  181 UNITED MALACCA  

146 SLP RESOURCES  182 A & M REALTY  

147 SMIS CORPORATION  183 AMCORP PROPERTIES  

148 SOUTHERN STEEL  184 BERTAM ALLIANCE  

149 STONE MASTER CORPORATION  185 DAMANSARA REALTY  

150 SUCCESS TRANSFO 186 ENCORP  

151 SUPPORTIVE INTERNATIONAL  187 GRAND HOOVER  

152 TAS OFFSHORE  188 I-BERHAD 

153 TECNIC GROUP  189 IJM LAND  

154 TEKALA CORPORATION  190 KELADI MAJU  

155 TIEN WAH PRESS HOLDINGS  191 KSL HOLDINGS  

156 TURIYA  192 LAND & GENERAL  

157 UCHI TECHNOLOGIES  193 LBI CAPITAL  

158 VTI VINTAGE  194 LBS BINA GROUP  

159 WHITE HORSE  195 LIEN HOE CORPORATION  

160 WONG ENGINEERING CORPORATION  196 MAGNA PRIMA  

161 YI-LAI  197 MALAYSIA AICA  

162 YLI HOLDINGS  198 MALAYSIA PACIFIC CORPORATION  

163 YOKOHAMA INDUSTRIES  199 MKH  

164 LINGKARAN TRANS KOTA HOLDINGS  200 MUI PROPERTIES  

165 SILK HOLDINGS  201 NAIM HOLDINGS  

166 DUTALAND  202 ORIENTAL INTEREST  

167 FAR EAST HOLDINGS  203 OSK PROPERTY HOLDINGS  

168 GENTING PLANTATIONS  204 PERDUREN (M) BERHAD 

169 GOPENG BERHAD 205 PETALING TIN BERHAD 

170 INNOPRISE PLANTATIONS  206 PJ DEVELOPMENT HOLDINGS  

171 KLUANG RUBBER COMPANY 207 SELANGOR DREDGING  

172 KRETAM HOLDINGS  208 SHL CONSOLIDATED  

173 KWANTAS CORPORATION  209 SYMPHONY LIFE  

174 MHC PLANTATIONS BHD. 210 TA GLOBAL  

175 RIVERVIEW RUBBER ESTATES  211 TAHPS GROUP  

176 SARAWAK OIL PALMS  212 TIGER SYNERGY  

177 SARAWAK PLANTATION  213 TRINITY CORPORATION  

178 TDM BERHAD 214 TROPICANA CORPORATION  

179 TSH RESOURCES  215 UEM SUNRISE  

180 UNICO-DESA PLANTATIONS  216 Y&G CORPORATION  
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Continued 
 

217 SONA PETROLEUM BERHAD 248 DIALOG GROUP  

218 AMTEL HOLDINGS  249 EASTLAND EQUITY  

219 CBSA BERHAD 250 EDEN INC. BERHAD 

220 D&O GREEN TECHNOLOGIES  251 EFFICIENT E-SOLUTIONS  

221 DIGISTAR CORPORATION  252 EITA RESOURCES  

222 ELSOFT RESEARCH  253 EMAS KIARA INDUSTRIES  

223 EXCEL FORCE MSC  254 FIAMMA HOLDINGS  

224 GLOBETRONICS TECHNOLOGY  255 GEORGE KENT (MALAYSIA)  

225 KESM INDUSTRIES  256 HARBOUR-LINK GROUP  

226 MALAYSIAN PACIFIC INDUSTRIES  257 IHH HEALTHCARE  

227 THETA EDGE  258 INTEGRATED LOGISTICS  

228 VITROX CORPORATION  259 INTEGRAX  

229 WILLOWGLEN MSC  260 KAMDAR GROUP (M) BERHAD 

230 AEON CO. (M) BHD 261 KBES BERHAD 

231 AIRASIA X BERHAD 262 KELINGTON GROUP BERHAD 

232 AMWAY (MALAYSIA) HOLDINGS  263 KNUSFORD BERHAD 

233 ASTRO MALAYSIA HOLDINGS  264 KPJ HEALTHCARE  

234 ATLAN HOLDINGS  265 KPS CONSORTIUM  

235 AYS VENTURES  266 LFE CORPORATION  

236 BERJAYA CORPORATION  267 LUXCHEM CORPORATION  

237 BERJAYA MEDIA  268 MALAYSIAN AIRLINE SYSTEM  

238 BHS INDUSTRIES  269 MALAYSIAN BULK CARRIERS  

239 BORNEO OIL BERHAD 270 MASTERSKILL EDUCATION GROUP  

240 BOUSTEAD HOLDINGS  271 METRONIC GLOBAL  

241 CENTURY LOGISTICS HOLDINGS  272 MY E.G. SERVICES  

242 CHEETAH HOLDINGS  273 

NATIONWIDE EXPRESS COURIER 

SERVICES  

243 COMPLETE LOGISTIC SERVICES  274 NCB HOLDINGS  

244 COMPUGATES HOLDINGS  275 OCB BERHAD 

245 CYCLE & CARRIAGE BINTANG  276 OGAWA WORLD BERHAD 

246 DAYA MATERIALS BERHAD 277 OLDTOWN BERHAD 

247 DESTINI BERHAD 278 OLYMPIA INDUSTRIES  
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Continued 

 

279 PANSAR BERHAD   

280 PANTECH GROUP HOLDINGS BERHAD   

281 PARKSON HOLDINGS BERHAD   

282 PDZ HOLDINGS BHD   

283 PHARMANIAGA BERHAD   

284 PRESTARIANG BERHAD   

285 PROGRESSIVE IMPACT CORPORATION    

286 SALCON BERHAD   

287 SAMCHEM HOLDINGS BERHAD   

288 SAPURAKENCANA PETROLEUM    

289 SCOMI ENERGY SERVICES BHD   

290 SCOMI GROUP BERHAD   

291 SHIN YANG SHIPPING CORPORATION    

292 SIME DARBY BERHAD   

293 STAR PUBLICATIONS    

294 SYMPHONY HOUSE BHD   

295 TANJUNG OFFSHORE BERHAD   

296 TELEKOM MALAYSIA BERHAD   

297 TH HEAVY ENGINEERING BERHAD   

298 THE STORE CORPORATION BERHAD   

299 TURBO-MECH BERHAD   

300 WARISAN TC HOLDINGS BERHAD   
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APPENDIX B 

Types of Related Parties 

Description 

 

 

Related entities include the following: 

 Transaction with subsidiaries 

 Transaction with associates  

 Transaction with joint ventures   

 

Related persons include the following: 

 Transaction with directors 

 Transaction with major shareholders 

 Transaction with persons connected with directors or major shareholders  

 Transactions with director related entities 
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APPENDIX C 

An Example of Related Party Transactions Classifications 

The partial information is extracted from the annual report of ANCOM Berhad for the 

financial year 2013: 

36. RELATED PARTY DISCLOSURES 

 

(a) Identities of related parties 

 

Parties are considered to be related to the Group if the Group has the ability, directly 

or indirectly, to control the party or exercise significant influence over the party in 

making financial and operating decisions, or vice versa, or where the Group and the 

party are subject to common control or common significant influence. Related parties 

could be individuals or other entities. 

 

The Company has controlling related party relationship with its direct and indirect 

subsidiaries as disclosed in Note 41 to the financial statements. 

 

(b) In addition to the transactions detailed elsewhere in the financial statements, the 

Group and the Company had the following transactions with related parties during the 

financial year: 

 

 2013 

RM’000 

2012 

RM’000 

Sales to a company in which a Director of the Company 

has substantial indirect shareholding 

 

4,053 

 

- 

Purchase from a company in which a Director of the 

Company has substantial indirect shareholding 

 

641 

- 

Sales to associates: 

Nufarm Technologies (Malaysia) Sdn. Bhd.  

Magiqads Sdn. Bhd 

 

- 

- 

 

70 

89 

Purchases from associates: 

Magiqads Sdn. Bhd 

 

2,152 

 

1,987 

Services rendered by a company in which certain 

Directors of the Company have substantial indirect 

shareholding 

 

- 

 

2,300 

Professional legal fees paid to a firm of which a Director 

of the Company is a Partner 

 

1,118 

 

1,143 

Insurance premium paid to a company in which a 

Director of the Company has a substantial indirect 

shareholding 

 

28 

56 

 

 

 

 

 

 

 

Transactions with 

Related Entities 

Transactions with 

Related Persons 
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Appendix C Continued 

 

(d) Compensation of key management personnel 

 

Key management personnel are those persons having the authority and responsibility 

for planning, directing and controlling the activities of the entity, directly and 

indirectly, including any Director (whether executive or otherwise) of the Group. 

 

The remuneration of Directors and other key management personnel of the Group and 

of the Company during the financial year was as follows: 

 

 

 2013 

RM’000 

2012 

RM’000 

Short term employee benefits 28,596 30,939 

Contributions to defined contribution plan 1,396 1,917 

Benefits-in-kind 1,651 261 

 31,643 33,117 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Transactions with 

Related Persons 
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APPENDIX D 

VIF Tests 

 

VIF for Table 5.3 

 VIF 

RPTs 1.091 

BIG4 1.264 

BSIZE 1.196 

FSIZE 1.723 

LEV 1.172 

CSOWN 1.090 

CSTYPE 1.503 

MOWN 1.317 

Notes: VIF less than 10 indicates that there is no multicollinearity problem 

(Gujarati, 2003)  

 

 

VIF for Table 5.3a 

 VIF 

RPTRE 1.044 

RPTRP 1.077 

BIG4 1.264 

BSIZE 1.196 

FSIZE 1.729 

LEV 1.172 

CSOWN 1.095 

CSTYPE 1.505 

MOWN 1.318 

Notes: VIF less than 10 indicates that there is no multicollinearity problem 

(Gujarati, 2003)  

 

 

 

 

 

 



 

257 
 

Appendix D Continued 

VIF for Table 5.4 

 VIF 

 

VIF 

RPTs 1.095  

RPTRE  1.078 

RPTRP  1.094 

INEDPROP 1.258 1.283 

BIG4 1.271 1.272 

BSIZE 1.408 1.421 

FSIZE 1.739 1.748 

LEV 1.193 1.199 

CSOWN 1.128 1.136 

CSTYPE 1.504 1.507 

MOWN 1.352 1.356 

Notes: VIF less than 10 indicates that there is no multicollinearity problem (Gujarati, 

2003)  

 

 

VIF for Table 5.5 

 VIF 

 

VIF 

RPTs 1.096  

RPTRE  1.045 

RPTRP  1.089 

INEDFUNK 1.087 1.088 

BIG4 1.264 1.265 

BSIZE 1.219 1.219 

FSIZE 1.726 1.733 

LEV 1.172 1.179 

CSOWN 1.094 1.100 

CSTYPE 1.516 1.523 

MOWN 1.343 1.344 

Notes: VIF less than 10 indicates that there is no multicollinearity problem (Gujarati, 

2003)  

 

 

 

 



 

258 
 

Appendix D Continued 

VIF for Table 5.6 

 VIF 

 

VIF 

RPTs 1.105  

RPTRE  1.049 

RPTRP  1.086 

INEDSPEK 1.088 1.143 

BIG4 1.299 1.299 

BSIZE 1.199 1.202 

FSIZE 1.733 1.739 

LEV 1.180 1.183 

CSOWN 1.090 1.096 

CSTYPE 1.504 1.509 

MOWN 1.319 1.320 

Notes: VIF less than 10 indicates that there is no multicollinearity problem (Gujarati, 

2003)  

 

VIF for Table 5.7 

 VIF 

 

VIF 

RPTs 1.116  

RPTRE  1.077 

RPTRP  1.082 

INEDNET 1.160 1.160 

BIG4 1.297 1.297 

BSIZE 1.206 1.208 

FSIZE 1.767 1.775 

LEV 1.184 1.189 

CSOWN 1.098 1.104 

CSTYPE 1.511 1.522 

MOWN 1.320 1.321 

Notes: VIF less than 10 indicates that there is no multicollinearity problem (Gujarati, 

2003) 
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