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Introduction

This paper examines the impact of corporate governance on corporate performance in
Malaysia. It is based on the expectation that the issuance of the Malaysian Code on
Corporate Governance (MCCG, 1999) might increase corporate awareness on good
governance. Consequently, as the ultimate objective of corporate governance is to realize
long-term shareholder value, it may be expected that companies which adopt best
practices in corporate governance will perform better than others. In Malaysia, the focus
on corporate governance heightened after the economic turmoil in 1997. In 1998, the
Minister of Finance announced the establishment of a high level finance committee to look
into establishing a framework for corporate governance and setting best practices for the
industry. The Malaysian Government believed that improving and enhancing corporate
governance would greatly assist in restoring confidence in the Malaysian market. In 2000,

the MCCG was issued to the public. Part 1 of the Code sets out broad principles of good
corporate governance in Malaysia while Part 2 sets out guidelines intended to assist
companies in designing their approach to corporate governance. Among the
recommendations in Part 2 are clear separation between the roles of chairman and chief
executive officer (CEQ), and that board membership should comprise at least two or

-

one-third (whichever is higher) independent non-executive directors. Aadia
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