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ABSTRACT  
 
The purpose of this study is to examine the influence of intellectual capital (IC) towards corporate governance (CG) practices in 
top 100 ASEAN companies. IC consists of human capital (HC), structural capital (SC) and relational capital (RC). Meanwhile, 
CG practices were comprised of four aspects that are disclosure, board composition and functioning, ownership and control 
structure shareholder’s rights. The IC and IC components were computed using the Pulic’s Value Added Intellectual Capital 
(VAIC) approach while the CG practices of a company was measured based on CG index. 86 out of Top 100 ASEAN companies 
were used as samples. This study used the secondary data approach in gathering the data. The financial and non-financial data 
were extracted from the companies’ annual reports for the financial year 2014. Pearson correlation was employed to examine 
the relationship between IC and IC components with CG practices. Findings indicate that only IC in total and HC component 
were found to be positively associated to the CG practices in Top 100 ASEAN companies. However, there was no significant 
relationship between SC and RC with CG practices. Meanwhile, country-by-country analyses show that only HC component has 
significant relationship with CG practices in Philippine companies. The findings from this study would be useful for companies 
to relook at their practices and consider the influence of IC in their CG practices. Moreover, the relevant authorities such as the 
Malaysian Institute of Corporate Governance (MICG), the Securities Commission (SC) and Bursa Malaysia may use the findings 
to come up with relevant policies in enhancing CG practices and cultures in Malaysia. As for the companies in ASEAN region, 
they may also taking IC influence seriously in enhancing their CG practices.   
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1.0 INTRODUCTION 
 
The 1997 financial crisis that hit the East Asian countries had sparked the greater concern on the corporate governance (CG). As 
indicated by the World Bank (1998), the main indicator for the Asian financial crisis was due to poor CG. International 
institutional investors also regarded weak CG provides inadequate financial disclosure and lack of corporate transparency as a 
cause of the Asian financial crisis (Tripathi, 1998). Malaysian business environment was also not spared with the development. 
The increasing number of crisis and business failures of the public listed companies in Malaysia had caused the government to 
realize that enhancing CG should be an essential agenda to bring back the economy on the right track (Abdul Rahman, 2006). 
 
The Minority Shareholder Watchdog Group (MSWG) has highlighted again the result of CG performance of 2013 in six ASEAN 
countries which are Malaysia (71.69%), Singapore (71.68%), Thailand (75.39%), Philippines (57.99%), Indonesia (54.55%) and 
Vietnam (33.87%) (MSWG, 2015). This indicate that the imbalance of CG performance level among the ASEAN countries. 
There is a big gap of 37.82% between the highest score country which is 71.69% (Malaysia) and the lowest country which is 
33.87% (Vietnam). According to Divya Padmanabhan (2011), the reason for such differences might be due to culture or social 
and constructing legal and financial institutional structural between ASEAN countries. Thus, improving CG practices still a need 
for some ASEAN countries such as Philippines, Indonesia, and Vietnam. 
 
2.0 RESEARCH BACKGROUND 
 
The Enron debacles that took place in the year 2000 have changed the business landscape tremendously. In addition, the 
globalization of the markets, heighten competition, technological advancement and increase in unexpected business failures have 
been the predominant reasons for the growing interests in CG (Abdul Rahman, 2006). CG has long been a hot issue for 
management, investors and scholars; especially after the corporate scandals of the Enron, World com and Halliburton to mention 
a few. It has now been established that CG is a very important issue for companies, investors, and even governments and has 
aroused interest and awareness globally (Man and Kong, 2011). 
 
CG has succeeded in attracting a good deal of public interest because of its apparent importance for the economic health of 
companies and society in general (Abdul Rahman, 2006). Effective CG systems are crucial for the stability and market-oriented 
economies. But what are the components that make up good, effective CG of a company? According to the Institute of Internal 
Auditors (IIA), there are four cornerstones of CG, namely the internal auditors, external auditors, board of directors, and the 
executive management (IIA, 2012). 
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Furthermore, according to Barry (2008), “Good governance cannot be imposed; it must emerge from a changed social culture, 
taken down to the level of the company by capable and committed directors and executives. Therefore, for a governance to win 
through there should be an effective and collaborative working relationship between board of director and shareholders (Neculai 
and Mihaela, 2012). The objective of CG is to ensure a balance between the various actors and to implement power control 
instruments, as it will have major impacts on the performance.  
 
A study by McKinsey and Company (2002) revealed that majority of investors are prepared to pay a premium for companies 
with higher CG standards; consequently, the CG rankings of companies are also one of the considerations of investors when 
evaluating stock prices (Berthelot, Morris and Morrill, 2010). In the context of CG, board of directors is the shareholder’s first 
line of defense. Board members are the individuals that shareholders rely on to ensure that their investment is protected and well 
managed (Brennan, 2010). This makes the board of directors as one of the most critical internal CG mechanisms.  
 
The players of CG discussed above such as investors, directors, and management are conspicuously related to the IC component 
based on definition IC by Stewart (1997). However, there are only a few researchers conducted studies to investigate the 
relationship between IC and CG. Therefore, this study aim to examine the influence or contributions of IC towards CG practices 
in the top ASEAN companies. 
 
3.0 LITERATURE REVIEW 
 
This section presents a brief analysis of related literature reviews. These reviews provide a clear and concise explanation in order 
to deliver a better understanding on the purpose of undertaking this study. 
 
3.1 Overview of Corporate Governance Practices 
 
The term ‘Corporate Governance’ (CG) emerged in the 1970s at United States and rapidly become the issue in company within 
25 years (Cheffins, 2013). The increasing corporate scandal cases had promoted the development and refinement of CG practices 
(Kirkpatrick, 2009). CG is the study of distributions of rights, duties and responsibilities among different level of participants in 
the corporation. Generally, it was believed that a good CG performance in the company can mitigate the wastages, corruption, 
risks and mismanagement, maintains the confidence of investors to raise capital and also provides accountability to the 
shareholders that safeguard their interest (Shahid, 2009). 
 
According to Goergen and Renneboog (2006), CG code works as the mechanisms that enable the agent, which is management of 
the company, to fulfill the benefits of the principals such as shareholders. This aligns with the agency theory where CG was 
originally developed based on the perspective of relationship between principals and agents. Jensen and Meckling (1976) stated 
that this agency relationship is a contract under which another party to perform some services on their behalf. The agents refer to 
employees while the principals refer to shareholders (Eisenhardt, 1989). The employees are closely related with the company’s 
intellectual capital (IC) since one of the IC components, human capital (HC) is defined as knowledge, skill, talent and experience 
owned by the employees (Steward, 1997).  
 
Stewart (1997) stated that a success of company is fundamentally based on the skills and knowledge of the workforce, their 
abilities in solving business problem which can turn company’s performance as well as strong internal control. IC is a company’s 
intangible assets, it can be either knowledge, information, experience owned by human resources and company’s structure and 
system (Stewart, 1997). Besides, the relation with shareholders and stakeholders can also effectively improve the company’s 
competitiveness (Bharadwaj, 2000; Nold III, 2012).  
 
Past researchers discovered that IC is a dominating resource in the contemporary knowledge-based economy, and it is far more 
important compared to other production factors (Quinn, James, Anderson and Finkelstein, 1996). It was supported by the finding 
of Abidin (2000) that the inclusion of IC concept generate value to the corporation. Tseng and Lin (2011) have proven that CG 
has a positive influence to the IC development. They suggest company to employ the CG system adequately in order to use the 
IC for creating value.  
 
Organisation for Economic Co-operation and Development (OECD) (2004) defines CG as “a set of relationships between a 
company’s management, its board, its shareholders and other stakeholders. CG also provides the structure through which the 
objectives of the company are set and the means of attaining those objectives and monitoring performance are determined that 
should be promoted. Good CG drives the Board and management to company goal and shareholders interest as well as facilitate 
effective monitoring. CG also is the mechanism to balance the control and the ownership in the company and facilitate the 
maximization of company value (Cuervo, 2002). Based on these conventional CG definitions, CG is acknowledged as one or the 
essential matter that harmonize the relationship of the shareholders, stakeholders and management to lead the sustainability of 
company. 
 
The OECD Principles has divided the CG into five elements, which are rights of shareholders, equitable treatment of 
shareholders, roles of stakeholders in CG, disclosure and transparency, and responsibility of Broad (OECD, 1999). These five 
elements are the guidelines to facilitate the company to increase their CG performance and achieve a better internal management 
system. Besides that, this principle also intended to facilitate improvement of CG practices and evaluation of CG performance of 
the company. The CG scorecard had been established based on these five elements in order to measure the CG performance.  
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From the current CG system that developed by OECD and other CG authorities, this study aims to explore the influence or 
contributions of IC towards improving CG practices in the top companies in ASEAN countries. 
 
3.2 Overview of Intellectual Capital (IC) 
 
IC is a combination of intangible assets that enable the company to operate (Brookings, 1997). Meanwhile, Roos, Edvinsson and 
Dragonetti (1997) claimed that IC is the hidden assets include of what is in the heads of the employees and what is left for the 
company they when they resign, that unable to be fully captured on the balance sheet of the company. IC is intangible assets that 
consist of skills and knowledge that developed by the company to create competitive advantages (Galbraith 1969). Stewart 
(1997) defined IC as knowledge, experience, information and intellectual property that enable the company to generate wealth. 
IC was further described by Dzinkowski (2000) as knowledge-based resources of a company.  
 
According to Stewart (1997), most of the time, IC can be categorized into three components, which are human capital (HC), 
structural capital (SC) and relational capital (RC). Sveiby (1997) reclassified the SC as internal structure, RC as external 
structure and HC as personal competencies. The HC includes employees’ knowledge, skills, experience, commitment, 
capabilities and talents (Bontis, 1996; Yang, Li and Yang, 2007). SC refers to system, culture, structure and operation process, 
database, strategy and trademark that related to organizational knowledge (Stewart, 1997). RC is the relationship of the company 
and the stakeholders that are customers, suppliers, lenders and government (Bontis, 1998). 
 
There are a lot of research have been done to prove that IC has some positive impacts to the performance of the company in 
terms of financial results. Chen, Cheng and Hwang (2005) found that IC has a positive impact on market value and financial 
performance. These findings have been supported by recent study of Nuhuyana, Irianto and Purnomosidhi (2016) with a positive 
significant result between IC and company performance. Those studies not only contribute to the literature but also encourage 
the company to invest in the development and management of IC. Unlike many other previous studies, this study will continually 
focus on the exploration of the benefits of IC from the CG practices; rather than directly to the company financial performance 
but more towards the internal management of the company. 
 
3.3 Development of Corporate Government in ASEAN Countries 
 
Asian Financial Crisis in 1997 was a wake-up call for Asian policy makers that include ASEAN companies. This incident has 
revealed the weaknesses of institutional and policies subsequently spurred multiple reforms. There were many improvements 
done on CG rules and practices in Asian by OECD and other authorities such as establishment of the OECD-Asian Roundtable 
on Corporate Governance in 1999 due to this crisis. All of these foster the CG practices in ASEAN countries and strengthen 
company governance system. 
 
OECD Principles of CG has become the benchmark for the all economies to develop their regulations, CG codes, listing rules, 
scorecards, as well as academic work. In 2013, the first ASEAN Corporate Governance Scorecard was published based on the 
guidance of OECD Principles, to unify some of the previously separate national scorecards. The Scorecard is part of a broader 
agenda for ASEAN regional capital market integration under the ASEAN Capital Markets Forum (ACMF). The report evaluated 
the CG performance of the top 100 listed companies in Malaysia, Philippines, Indonesia, Thailand, and Singapore and 39 
companies in Vietnam. 
 
3.4 Relationship of Intellectual Capital and Corporate Governance 
 
Keenan and Aggestam (2001) explained that there are benefits to be derived by company through linkages between CG and IC. 
Furthermore, the IC exists in the company regardless the recognition of IC by the board and CG system. They also concluded 
that both CG and IC are focus on value creation and stakeholders’ interest. Besides, a positive relationship was found between 
gender, race and duality chairman with IC performance (Ho and Williams 2003). This was supported by the study conducted by 
Swartz and Firer (2005) that the racial diversity had a positive relationship to IC performance. The IC and CG were significantly 
related to each other (Tseng and Lin, 2015). 
 
According to above definition, CG can be defined as the key to lead the company to success or failure on the aspect of 
management and it comes from the implementation of the CG codes. Thus, the company must invest, accumulate, establish the 
CG system, which in charge by a knowledge based system. While the knowledge based system refers to the quality of IC that 
exist internally, externally even personally of the company; that is controllable by the company.  
 
These IC and CG relationships elicit the motive of this study to explore the impact of IC to CG practices. Besides that, it also 
aims to discover the power of knowledge influence the achievement of the CG in a company. However, the CG involves various 
areas such as behavior of manager, ownership structure and company performance. Therefore, this study will adapt the CG index 
that developed by Carvalhal da Silva & Pereira Camara Leal (2005) to measure the CG practices. 
 
3.5 CG Index 
 
This study employed CG Index in measuring the CG practices in the top ASEAN companies. The CG Index adapted from prior 
study such as Carvalhal da Silva and Pereira Camara Leal (2005) and Amanuddin et al. (2016). Besides, the study also referred 
to the Guiding Reference provided by the MSWG 2015. The CG Index that used in this study is based on CG index questions 
which consist of four elements of CG. The four elements include disclosure, board composition and functioning, ownership and 
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control structure shareholder’s rights (Carvalhal da Silva and Pereira Camara Leal, 2005). In this study, some of the CG index 
questions are modified due to the limitation of available information, by referring the guiding reference of MSWG (2015). 
 
In the OECD report (2015), it stated that “the CG framework should ensure that timely and accurate disclosure is made on all 
material matters regarding the corporation, including the financial situation, performance, ownership, and governance of the 
company”. There are a few type of disclosures which are mandatory that required by authorities and some voluntary disclosures. 
The level of accuracy and transparency of the information highly affects all the shareholders as well as stakeholders. 
 
Board structures and procedures are charging the functions of governing the company and monitoring management. The Board 
must have objective and independent judgement for monitoring managerial performance and achieving an adequate profit, at the 
same time prevent the conflict of interest with the shareholders. The Board also has a duty to take care the interest of other 
stakeholders such as employees, creditors, customers, suppliers and local communities (OECD, 2015). 
 
The ownership structure is defined as the owners have a right over of property by distribution of equity in the company. 
Ownership structure may determine the incentives of managers and set the economic efficiency of the company. Berle and 
Means (1932) stated that conflicts of interest between controllers and managers and concluded that with increasing ownership 
diffusion, the authority of the shareholders to control management is minimized. There are a lot of past researches studied on the 
impact of ownership structure towards company performance. For example, Mehran (1995) found a positive relationship 
between insider ownership on the company performance. 
 
Prior research such as Nestor and Jesover (2000) stated that the equitable treatment of shareholders is very important in company 
where the Board of Directors need to respect the shareholder’s rights. This is because shareholders give influence to company 
behavior. The shareholders has rights to participate in any decision done by the management of the company and they have right 
to be inform on any changes occurs in the company. The shareholders can influence the company by exercise their voting rights 
in Annual General Meeting conducted by company.  
 
3.6 Relevant Theories 
 
This part will review the theories that support this research. The related theories for this study are agency theory and stakeholder 
theory. 
 
Agency Theory 
Agency problem occurred because there is separation between ownership and principal which both parties had different interests. 
Jensen and Meckling (1976) describe agency theory as a relationship between the principal and agent to perform some services 
on their behalf that involves a decision-making authority to the agent. Based on the past researcher, agency problem can be 
reduce when there is implementation of CG system which companies are directed, controlled and monitored (Hua and Mat Zin 
2007). According to Rahman, Ibrahim and Ahmad (2015), the agency theory posits that management, as an agent of the 
shareholders has to protect shareholders’ interests by maximizing their wealth. However, the management had their own 
opportunistic behavior in accessing companies’ resources to serve their own interests rather than shareholders’. This is why the 
board has a responsibility to monitor the activities of manager. 
 
Stakeholder Theory 
The manager of the company should fulfill stakeholder management where the manager has to manage the corporation for the 
benefits of its stakeholders in order to ensure their rights and the participation in decision-making and act as stakeholder’s agent 
to ensure the survival of the company (Fontaine, Haarman and Schmid, 2006). Based on the past researcher, stakeholders may 
bring action against the directors for failure to perform the required duty of care (Freeman, 2004). Stakeholder is a person or 
group that can be affected by the action of a business. It comprise with employees, customers, suppliers, creditors and even the 
wider of community and competitors. With regard to CG stakeholder is an approach to the conventional shareholder-wealth 
maximizing companies. There is argument that the theory is narrow because it identifies shareholder as the only interest group of 
the entity, however, the stakeholder theory is better in explaining the role of CG than the agency theory by highlighting different 
electors of a company (Coleman, 2008: 4). 
 
3.7     Theoretical Framework 
 
Based on the literature review and theories discussed above, this study comes up with the following theoretical framework. The 
Theoretical Framework for this study is illustrated in Figure 1. 
 

Figure 1: Theoretical Framework 
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         Independent Variables      Dependent Variable       
 Intellectual Capital     Corporate Governance 
 
 
 

 
4.0 RESEARCH METHODOLOGY 
 
The target population for this research was the Top 100 listed companies by market capitalization published by the Nikkei Asian 
Review magazine in November 2014 for ASEAN countries. However, the available samples were only 86 companies that come 
from six countries - Malaysia, Singapore, Indonesia, Thailand, Vietnam and Philippines. Companies from other ASEAN 
countries such as Brunei, Cambodia, Laos and Myanmar were not part of the samples since they were not included in the Top 
100 ASEAN companies. There are a few reasons why those countries were not part of the sample; for example, countries like 
Myanmar and Laos are still facing the diverse challenges in their countries such as lack of regulatory framework, lack of fiscal 
resources, accessibility and others. Moreover, some of these companies have no data to represent on CG practices in their 
company, the outlined data and the difficulties on accessing the information. Furthermore, Vietnam was excluded in this study, 
as there is only one Vietnam Company on the list of Top 100 ASEAN companies. Thus, it is unable to represent Vietnam and 
provide relevant view. 
 
This study used the secondary source of data from the samples selected. The data were collected via company’s annual reports in 
which most of the information needed for the study are available. The reason for adopting this method of data collection is 
because the listed companies’ annual reports are the audited information that published to the public and hence it is easily 
accessible sources of information. Annual reports of Financial Year 2015 was used to collect the required data for the companies 
under study. By choosing these samples, data collection process was easier because the information attached by these companies 
is complete and organized after excluding the companies that have missing data. This ensured the accuracy of data collected for 
independent and dependent variables 
 
The data from companies’ annual reports was collected based on the information needed in this study. Those data collected was 
used for the measurements of IC and CG practices. According to Rimmel (2011), annual reports are considered as the main tool 
of communication and it provides a general picture of a company. 
 
Measurement of Variables 
 
The main purpose of the study is to determine whether the influence of IC can give impacts towards CG practices for the Top 
100 companies in ASEAN countries. There are mainly two types of variables that would be observed in this study which are 
dependent variable (DV) and independent variables (IV).  
 
CG Index is used as the dependent variable for this study. CG Index are used for measuring the CG practices. The CG Index 
questions are based on four elements, which are the disclosures, board composition and functioning, ownership and control 
structure, and shareholder’s rights. Based on these elements, the CG practices can be determined by the average score of the CG 
Index of the company. As for the independent variables, IC and its components were used in this study. The measurement of IC 
is using Value Added Intellectual Capital (VAIC) method or known as Value Creation Efficiency Analysis developed by Pulic 
(2000). VAIC is based on the real value and performance of a company that predicts the future abilities to more objectively. 
VAIC is using the Value Added (VA) measurement in determining the IC efficiencies in a company. The VA is measured by 
differentiating the sales (OUT) and inputs (IN).The formula of VA is: 
 
VA = OP + EC + D + A 
 
Where, OP=Operating Profit, EC=Employees cost; D=Depreciation, A=Amortization 
 
5.0 FINDINGS AND DISCUSSION 
 
The correlation analysis is used to determine the association and the strength of the association found between two or more 
variables. This study employed the Pearson Correlation to analyse the relationship between the independent variables (IC and IC 

• Human Capital 
• Structural Capital 
• Relational Capital 

 
CG Index 
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components - HC, SC, and RC) and dependent variable (CG) in the Top 100 ASEAN companies and from the individual country 
perspective. Cohen’s rule of thumb is applied to explain the magnitude of the relationship (Cohen, 1998): 
 

Table 1: Magnitude of Correlation Coefficient by Cohen (1998) 
Strength of Relationship Correlation Coefficient 
Large 0.50-0.10 
Medium 0.30-0.49 
Small 0.01-0.29 

 
5.1 Correlation Analysis of Top 100 ASEAN Companies 
 
Table 2 presents the results of the correlation analyses of three components of IC and IC with CG practices for Top 100 ASEAN 
companies  
 

Table 2: Correlation Analysis of Top 100 ASEAN Companies 
 p-value Correlation Coefficient 
Human Capital 0.023 0.244* 
Structural Capital 0.447 0.083 
Relational Capital 0.219 0.134 
Intellectual Capital 0.022 0.247* 

* Correlation is significant at the 0.05 level (2-tailed). 
 
Based on the results displayed in Table 2, the p-value of IC is 0.022 (p-value< 0.05) which indicated a positive significant 
relationship of IC with CG practices in Top 100 ASEAN companies. However, the magnitude of this relationship is small as the 
correlation coefficient value was only 0.244 (Cohen, 1998). It means that as the company employed more IC, the CG practices in 
that company would be higher. This result was in contrast with the finding of Al-Misally and Ismail (2012) that IC performance 
is not significantly associated with CG in listed banks in Gulf Cooperation Council (GCC) countries, which encompass Bahrain, 
Saudi Arabia, Qatar, Kuwait, Oman and the United Arab Emirates. 
 
From the IC component analyses, the p-value of HC of Top 100 ASEAN companies is 0.023 which is smaller than 0.05 as stated 
in Table 2. This indicated a positive significant relationship between HC and CG practices in Top 100 ASEAN companies. This 
means that HC is an important aspect in order to boost up the company CG practices. According to Cohen (1998), the strength of 
the relationship between HC and CG practices in Top 100 ASEAN companies is small since the correlation coefficient is only 
0.244. Results shown in Table 2 also indicate that there is no significant relationship found between SC and RC with CG 
practices in Top 100 ASEAN companies as the p-value is greater than 0.05. 
 
5.2 Correlation Analysis by Countries 
 
Table 3 illustrates the analysis of correlation between three components of IC and IC with CG practices of companies for all 
countries under study - Indonesia, Malaysia, Philippines, Singapore and Thailand. 
 

Table 3: Correlation Analysis by Countries 
 Indonesia  Malaysia  Philippines  Singapore  Thailand  
 p-value C.C p-value C.C P-value C.C p-value C.C p-value C.C 
HC 0.187 -0.390 0.288 0.226 0.031 0.649* 0.774 -0.071 0.061 0.438 
 SC 0.337 -0.290 0.941 0.016 0.066 0.571 0.803 0.061 0.118 0.371 
RC 0.977 -0.009 0.516 0.139 0.757 0.106 0.853 0.045 0.368 0.219 
IC 0.208 -0.374 0.293 0.224 0.051 0.599 0.902 -0.030 0.060 0.439 
 
Country by country analysis indicated that only HC of Philippines companies has positive significant relationship with CG 
practices as the p-value is 0.031 (p-value < 0.05). According to Cohen (1998), since the correlation coefficient was 0.649, the 
relationship is considered large. This result was supported by the study of Tseng and Lin (2011) for the infrastructure companies 
in Taiwan, where the CG has a positive significant relationship with HC. However, for other ASEAN countries (Indonesia, 
Malaysia, Singapore, and, Thailand), HC is not significantly related with their company CG practices since the p-value > 0.05. 
 
RC and SC do not have any relationship with CG practices for individual countries settings. These were because all the p-value 
is greater than 0.05 as presented in Table 3. The results were inconsistent with parts of the finding of Tseng and Lin (2011) who 
found a positive significant association between SC and RC with CG. The possible factor that caused this different may be due to 
the different CG measurement used in both studies. Tseng and Lin (2011) used the CG characteristics to determine the CG of 
Taiwanese infrastructure companies such as board size, chairman duality, directors’ education level and other characteristics. 
 
Study on impacts of IC components (HC, SC and RC) towards company performance also one of the favorable topic for 
researchers as compared to study on IC components and CG. One of them is Nimtrakoon (2015) who examined the relationship 
of IC components with companies’ market value and financial performance in ASEAN countries consisting of Indonesia, 
Malaysia, Philippines, Singapore and Thailand. In Nimtrakoon’s study, HC was found to be one of the IC components that most 
influential the companies’ market value and financial performance as compared to SC and RC. 
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6.0 SIGNIFICANCE OF THE STUDY 
 
The results of the study is hoped to provide some input and bring about new perspectives on the CG practices to relevant 
authorities such as the Minority Shareholder Watchdog Group (MSWG), Organization of Economic Cooperation and 
Development (OECD), ASEAN Capital Market Forum (ACMF), Malaysian Institute of Corporate Governance (MICG) and 
others. These authorities would be able to relook at the CG Codes and practices of the companies in Malaysia or other ASEAN 
countries. The relevant parties involved should be encouraged to put on more efforts and resources to develop a better quality of 
IC in the company management in endeavors to enhance a better governance practices. It is also envisaged to assist companies 
that are involved in CG development and practices to a greater level.   
 
Furthermore, the findings from this research also may provide an alternative way for the management to improve their current 
CG performance level by investing in right components of IC, either human capital, structural capital or relational capital. 
Besides implementing the CG Code that issued by authorities, findings from this study shall also provide guidance to companies 
to prioritize the right components of IC for achieving a better CG results.  
 
Ultimately, with proper governance, the companies’ performance will improve and hence be able to attract more investors to 
Malaysian capital market. Lastly, it is hoped that this study will also contribute in helping a company to evaluate and improve 
other governance processes via promulgating the intellectual capital management effectively. 
 
 
 
REFERENCES 
 
Abdul Rahman, R. (2006). Effective Corporate Governance. Malaysia. 
Abidin. 2000. Upaya Mengembangkan Ukuran-ukuran Baru. Media Akuntansi, Edisi 7 
Al-Musallia, M. A., Ismail, & Ku, K. N. (2012). Intellectual Capital Performance and Board  Characteristics of GCC. 

Procedia Economics and Finance 2, 219-226. 
Al-Shetwi, M., Mohamed Ramadilii, S., Shah Chowdury, T. H., & Muhamad Sori, Z. (2011).  
Impact of Internal Audit Function (IAF) on Financial Reporting Quality (FRQ): Evidence from Saudi Arabia. African Journal of 

Business Management, 5 (27), 11189-11198. 
Berle, A., & Means, G. (1932). The Modern Corporation and Private Property. New York, NY:  
Macmillan. In Al-Matari, E. M., Al-Swidi, A. K., & Fadzil, F. H. (2013). Ownership Structure Characteristics and Firm 

Performance: A Conceptual Study. Journal of Sociological Research, 4(2), 464-493. 
Berthelot, S., Morris, T., & Morrill, C. (2010). Corporate Governance Rating and Financial Performance: a Canadian 

study. Emerald Group Publishing Limited, 10(5), 635-646. 
Bharadwaj, A. S. (2000). A Resource-Based Perspective on Information Technology Capability and Firm Performance: An 

Empirical Investigation. MIS Quarterly, 24(1), 169- 
196. In Gogan, M.-L., Duran, D. C., & Draghici, A. (2014). The Impact of Relational Capital On Competitiveness Of The 

Organization. Network Intelligence Studies, 2(4), 233-240. 
Bontis, N. (1998). Intellectual Capital: An Exploratory Study that Develops Measures and Models.  
 Management Decision, 36(2), 63-76. 
Bontis, N., Crossan, M. M., & Hulland, J. (2002). Managing an Organizational Learning System by Aligning Stocks and Flows. 

Journal of Management Studies, 39(4), 437-469. In Bontis, N., Keow, C. C. W., & Richardson, S. (2000). Intellectual 
Capital and Business Performance in Malaysian Industries. Journal of Intellectual Capital, 1(1), 85-100. 

Brooking, A. (1997). Intellectual capital. International Thomson Business Press, London. In  
Volkov, D., & Garanina, T. (2007). Intangible Assets: Importance in the Knowledge-Based Economy and the Role in Value 

Creation of a Company. Electronic Journal of Knowledge Management, 5 (4), 539 - 550. 
Brooks, J. (2009). Strengthening Corporate Governance to Combat Corruption. Policy Position, 1- 
 8. 
Bueno, E. (1998), “Medicio`n del capital intellectual: modelo intellect”, Innstituto Universitario Euro forum Escorial, 

Madrid. In Sulait, T. (2010). Relational Capital and Firm Pervormance: A Case of Manufacturing Tea Firms in 
Uganda. 1-73. 

Cheffins, B. R. (2012). The History of Corporate Governance. ECGI working paper, 1-38 
Chen, M.-C., Cheng, S.-J., & Hwang, Y. (2005). An Empirical Investigation of the Relationship Between Intellectual 

Capital and Firms' Market Value and Financial Performance. . Journal of intellectual capital, 6(2), 159-176. 
Cohen, J. (1988). Statistical power analysis for the behavioral sciences. Second Edition. Routledge  
 Academic. 
Coleman, P. T., Hacking, A. G., Stove, M. A., Fisher-Yoshida, B., & Nowak, A. (2007). Reconstructing Ripeness I: A Study of 

Constructive Engagement in Protracted Social  
 Conflicts. 26(1), 3-42. 
Cuervo, A. (2002). Corporate Governance Mechanisms: A Plea for Less Code of Good 
Day, G. S. (2000).Comprender, captar y fidelizar a los mejores clientes. Grupo Planeta (GBS). In Sulait, T. (2010). Relational 

Capital and Firm Pervormance: A Case of Manufacturing Tea Firms in Uganda. 1-73. 
Dyer, J. H., & Singh, H. (1998). The relational view: Cooperative Strategy and Sources of  



International Journal of Business, Economics and Law, Vol. 13, Issue 1 (August)                                                                                              
ISSN 2289-1552 2017	

 

 

62 

Interorganizational Competitive Advantage.Academy of Management Review, 23(4), 660-679. In Welbourne, T. M., & Pardo-
del-Val, M. (2009). Relational Capital: Strategic Advantage for Small and Medium-Size Enterprises (SMEs)
 Through Negotiation and Collaboration. Group Decis Negot, 18, 483-497. 

Dzinkowski, R. (2000). The Measurement and Management of Intellectual Capital: An Introduction. Management Accounting: 
Magazine for Chartered Management Accountants, 78(2), 32-35. In Shih, K.-H., Chang, C.-J., & Lin, B. (2010). 
Assessing  

Knowledge Creation and Intellectual Capital in Banking Industry. Journal of Intellectual Capital, 11(1), 74-89. 
Ebrahim, M. A.-M., Abdullah, K. A.-S., & Faudziah, H. B. (2013). Ownership Structure Characteristics and Firm Performance: 

A Conceptual Study. Journal of Sociological  
 Research, 4(2), 464-493. 
Edvinsson, L., & Sullivan, P. (1996). Developing a Model for Managing Intellectual Capital.  
 European Management Journaa, 14(4), 356-364. 
Elliott, A. C., & Woodward, W. A. (2007). Statistical Analysis Quick Reference Guidebook. Sage  
 Publications, Inc. 
Ergun, E., & Yilmaz, O. (2012). The Effects Of The Relation Level Of Relational Capital And Structural Capital on the 

Intellectual Capital Level and Firm’s Financial and Nonfinacial Performance. IIB International Refereed Academic 
Social Sciences Journal, 3(8), 39-58. 

Fama, E. F., & Jensen, M. C. (1983). Agency Costs and Residual Claims. Journal of Law and  
Economics, 26, 327-349. In Oba, V. C., & Fodio, M. I. (2013). Boards’ Gender Mix as a Predictor of Financial Performance in 

Nigeria: An Empirical Study. International Journal of Economics and Finance, 5(2), 107-178. 
Fontaine, C., Haarman, A., & Schmid, S. (2006). The Stakeholder Theory. 1-36. 
Freeman, R.E (2004). “A Stakeholder Theory of Modern Corporations”, Ethical Theory and  
Business, 7th edn. In Fontaine, C., Haarman, A., & Schmid, S. (2006). The Stakeholder Theory. 1-36. 
Ghazali, N. A. (2010). Ownership Structure, Corporate Governance and Corporate Performance in Malaysia. International 

Journal of Commerce, 20(2), 109-119. 
Goergen, M., & Renneboog, L. (2006). Corporate Governance and Shareholder Value.Commercial Management of Projects: 

Defining the Discipline, 100-131. InMcRitchie, J. (2016). Corporate Governance Defined: Not So Easily. Retrieved 
July 30, 2016, from Corporate Governance: https://www.corpgov.net/library/corporate-governance-defined/ 

Good Governance Guide Australia (2014). Good Governance Guide. Governance Institute of  
 Australia. 
Hermalin, B., & Weisbach, M. S. (2003). Boards of Directors as an endogenousl determined  
Institution: A Survey of the Economic Literature.  A survey of the economic literature (No. w8161). National Bureau of 

Economic Research. 1-39. In Oba, V. C., & Fodio, M. I. (2013). Boards’ Gender Mix as a Predictor of Financial 
Performance in Nigeria: An Empirical Study. International Journal of Economics and Finance, 5( 2), 107-
178. 

Ho, C. A., & Williams, S. M. (2003). International Comparative Analysis of the Association  
between Board Structure and The Efficiency of Value Added by A Firm from Its Physical Capital and Intellectual Capital 

Resources. The International Journal of Accounting, 38(4), 465-491. 
Hua, L. L., & Mat Zin, R. H. (2007). Corporate Governance: Theory and Some Insights into the  
 Malaysian Practices. Akademika, 71, 31-60. 
Jensen, M. C., & Meckling, W. H. (1976). Theory of the Firm: Managerial Behavior, Agency Costs  
 and Ownership Structure. Journal of Financial Economics 3, 305- 306. 
Keenan, J., & Aggestam, M. (2001). Corporate Governance and Intellectual Capital: Some  
 Conceptualisations. 
Kirkpatrick, G. (2009). The Corporate Governance Lessons from the Financial Crisis. OECD  
 Steering Group. 
Konzelmann, S. J., Conway, N., Trenberth, L., & Wilkinson, F. (2005). Corporat Governance,  
Stake holding and The Nature of Employment Relations within the Firm. Cambridge Centre for Business Research Working 

Paper, (313), 1-40. 
Liew, P. K. (2008). The (Perceived) Roles of Corporate Governance Reforms in Malaysia: The  
 Views of Corporate Practitioners. Working Paper, 1-22. 
Lye, G. (2004). The Changing Landscape of Liability A Director’s Guide to Trends in Corporate Environmental, Social and 

Economic Liability. SustainAbility. 
Man, C. S., & Kong, T. T. (2011). Gender Diversity and Firm Financial Performance: Evidence  
 from Hong Kong. 1-50. 
Marimuthu, M., Arokiasamy, L., & Ismail, M. (2009). Human Capital Development and Its Impact  
on Firm Performance: Evidence from Developmental Economics. . The Journal of International Social Research, 2(8), 265-272. 
Mckinsey, & Company. (2002). Global Investor Opinion Survey: Key Findings. McKinsey Global  
 Investor Opinion Survey on Corporate Governance. 
Mehran, H. (1995). Executive compensation structure, ownership, and firm performance. Journal of  
 Financial Economics 38, 163-184. 
Mordkoff, J. T. (2016). The Assumption(s) of Normality. 
MSWG, M. S. (2015). Malaysia-Asean Corporate Governance Report. Minority ShareholderWatchdog Group 

(MSWG). 
Najibullah, S. (2005). An Empirical Investigation of the Relationship between Intellectual Capital  
and Firms' Market Value and Financial Performance in Context of Commercial Banks of Bangladesh. 1-66. 
Nestor, S., & Jesover, F. (2000). OECD Principles of Corporate Governance on Shareholder Rights  



International Journal of Business, Economics and Law, Vol. 13, Issue 1 (August)                                                                                              
ISSN 2289-1552 2017	

 

 

63 

 and Equitable Treatment: Their Relevance To The Russian Federation. OECD, 1-10. 
Nimtrakoon, S. (2015). "The Relationship between Intellectual Capital, Firms’ Market Value and  
Financial Performance: Empirical evidence from the ASEAN. Journal of Intellectual Capital, 16, 587-618. 
Nold III, H. A. (2012). Linking Knowledge Processes with Firm Performance: Organizational  
Culture. Journal of Intellectual Capital, 13(1), 16-38. In Gogan, M.-L., Duran, D. C., & Draghici, A. (2014). The Impact of 

Relational Capital on Competitiveness of the Organization. Network Intelligence Studies, 2(4), 233-240. 
Oba, V. C., & Fodio, M. I. (2013). Boards’ Gender Mix as a Predictor of Financial Performance in Nigeria: An Empirical 

Study. International Journal of Economics and  
 Finance, 5(2), 107-178. 
OECD, O.E.C.D (2015). G20/OECD Principles of Corporate Governance. OECD. 
OECD, O.E.C.D. (1999). OECD Principles of Corporate Government. OECD. 
Padmanabhan, D. (2011). Relevance of Corporate Governance in Emerging Economies, Relevance  
 of Corporate Governance In Emerging Economies,. 1-11: CRISIL Young Thought Leader. 
Pourkiani, M., Sheikhy, A., & Daroneh, M. S. (2014). Importance and Status of Intellectual Capital  
In Knowledge Economy. Indian Journal of Fundamental and Applied Life Sciences, 4 (S4), 512-518. 
Pulic, A. (2000). VAIC™ – an accounting tool for IC management. International Journal of  
 Technology Management, 20 (5-8), 702-714. 
Rahman, H. U., Ibrahim, M. Y., & Ahmad, A. C. (2015). Corporate Governance, Firm Financial  
Performance and Shareholders’ Confidence: A Proposed Analysis of MCCG 2012. Global Business and Management Research: 

An International Journal, 7(1), 139-147. 
Rimmel, G., Jonäll, K., & Johansson, I.-L. (2011). The Process of Producing Annual Reports. 1-24. 
Roos, J., Edvinsson, L., & Dragonetti, N. C. (1997). Intellectual Capital: Navigating The New  
Business Landscape. Springer. In Babai, F., Niazy, R., Talebi, M., & Mohamade, J. (2016). Intellectual Capital Measuring and 

Reporting. Bulletin de la Société Royale des Sciences de Liège, 85, 1063 - 1069. 
Rose, C. (2007). Does female board representation influence firm performance? The Danish  
 evidence. Journal compilation, 15(2), 404-413. 
Samad, S. (2013). Assessing the Contribution of Human Capital on Business Performance.  
 International Journal of Trade, Economics and Finance, 4(6), 393-397. 
Schultz, T.W. (1993). The Economic Importance of Human Capital in Modernization. Education  
Economics, 1(1), 13-19. In Marimuthu, M., Arokiasamy, L., & Ismail, M. (2009). Human Capital Development and Its Impact 

on Firm Performance: Evidence from Developmental Economics. . The journal of international social research, 
2(8), 265-272. 

Sekaran, U., & Bougie, R. (2014). Research Methods for Business: A Skill Building Approach. 6th Edition. John Wiley & 
Sons. 

Shamsuddin, A., Zainal, N., Baharudin, N., Bakre, N., & Shuhaimi, S. C. (2016). The Impact of  
Spiritual Capital On Corporate Governance Practices of the Listed Government Linked Companies (GLCs) in Malaysia. Journal 

of Education and Social Sciences, 5(2), 197-204. 
Silva, A. L., & Leal, R. P. (2005). Corporate Governance Index, Firm Valuation and Performance in Brazil. Revista 

Brasileira de Financ¸ 3(1), 1-18. 
Stewart, T. A. (1997). Intellectual Capital: The New Wealth of Nations. 1st Edition. New York:  
 DoubleDay. 
Sulong, Z., & Nor, F. M. (2010). Corporate Governance Mechanisms and Firm Valuation in  
Malaysian Listed Firms: A Panel Data Analysis. Journal of Modern Accounting and Auditing, 6(1), 1-18. 
Sveiby, K. (1997) The New Organizaational Wealth: Managing and Measuring Knowledge based assets, San Francisco, Berrett-

Koehler. In Carrington, D., & Tayles, M. (2011). The Mediating Effects of Sensemaking and Measurement on the 
Intellectual Capital and Performance  

 Linkage. Electronic Journal of Knowledge Management 9(3), 284-295. 
Swartz, N.-P., & Firer, S. (2005). Board structure and intellectual capital performance in South  
 Africa. Meditari Accountancy Research, 13(2), 145-166. 
Tabără, N., & Ungureanu, M. (2012). Internal Audit and Its Role in Improving Corporate  
 Governance Systems. Annales Universitatis Apulensis Series Oeconomica, 14(1), 139-145. 
Thn VIII, 46-47. In Nuhuyanan, F. X., Irianto, G., & Purnomosidhi, B. (2016). Effect of Intellectual Capital of the Company 

with Market Value of Financial Performance as an Intervening Variable. Imperial Journal of Interdisciplinary 
Research, 2(6), 1068-1076. 

Tseng, C. Y., & Goo, Y. J. (2005). Intellectual Capital and Corporate Value in An Emerging  
Economy: Empirical Study of Taiwanese Manufacturers. R&D Management, 35(2), 187-201. 
Tsui, J., & Shieh, T. (2002). Shareholder Rights and the Equitable. OECD (pp. 1-14). Mumbai,  
 India: OECD. 
Wright, P., Dunford, B., & Snell, S. (2001) “Human Resources and The Resource-based View of  
The Firm”. Journal of Management, 6, 701-721. In Gupta, O., Pike, S., Roos, G., & Burgman, R. (2003). Intellectual Capital and 

Improved Corporate Governance. In 6th World Congress on the Management of Intellectual Capital \ and 
Innovation, 1-21. 

Wu, M.-C., Lin, H.-C., Lin, I.-C., & Lai, C.-F. (2009). The Effects of corporate governance on Firm  
 Performance. 
Zulkafli, A. H., Samad, M. A., & Ismail, M. I. (2005). Coporate Governance in Malaysia. 1-18. 
Zyl, C. v. (2005). Structural Capital Management Creates Sustainable Competitiveness and  
 Prolonged First-Mover Advantage. Intellectual Capital Management Series, 84-95. 



International Journal of Business, Economics and Law, Vol. 13, Issue 1 (August)                                                                                              
ISSN 2289-1552 2017	

 

 

64 

 
Amanuddin Shamsuddin 
College of Business Management & Accounting 
Universiti Tenaga Nasional, Sultan Haji Ahmad Shah Campus 
26700 Bandar Muadzam Shah, Pahang, Malaysia 
Email: amanuddin@uniten.edu.my 
 
Chan Yee Mun,  
Nurul Azma Bt Ahmad Danial,  
Nurulain Safwana Bt Yusn,  
Nurfarahnajwa Bt Mohd Adham,  
Noor Aqlina Bt Mat Din 
Final Year Students, Bach. of Accounting (Honours) 
Universiti Tenaga Nasional, Sultan Haji Ahmad Shah Campus 
26700 Bandar Muadzam Shah, Pahang, Malaysia 
 


