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ABSTRACT 

The declining financial performance is often associated with the weak function of the board’s role in the companies. The 

number of publicly listed companies categorised as Practice Note (PN17) by Bursa Malaysia has increased due to financial 

distress. This study examines the effectiveness of board diversity in financially distressed companies categorised as PN17 

by Bursa Malaysia using content analysis of annual reports for five years as secondary data. The characteristics of board 

diversity include board professionalism and a politically connected board. In contrast, the proxy for financial distress will be 

measured using the Altman Z-Score for multiple regressions in evaluating financial performance ratios. Implementing the 

Malaysian Code of Corporate Governance (MCCG) in 2021 also assessed the effectiveness of board diversity and its 

interaction with financial distress. The findings from this study are expected to provide evidence that board diversity may 

have a significant relationship with financially distressed companies. Overall, this study may assist investors, practitioners, 

and external regulators in monitoring the company by assessing the effectiveness of board diversity from being classified as 

a financially distressed company. 
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1 INTRODUCTION 

1.1 Background 

Nowadays, many researchers found that financial distress analysis has become a study field of growing interest resulting 

from the economic crisis driven by the COVID-19 pandemic. According to Nugroho et al. (2021), investors found it difficult 

to invest during the pandemic due to the challenging situation in the second quarter of 2020 created by global economic 

uncertainty. In early 2020, significant economies were gravely influenced worldwide due to the primary cause of lockdown 

orders throughout many countries. The Malaysian economic crisis also hurt significant corporations, mainly publicly traded 

companies, increasing the number of financially challenged companies listed under Bursa Malaysia Practice Note 17. 

Financial distress is described as a situation in which a company’s financial obligations are either not met or are met only 

with difficulty (Wu et al., 2008). While Chan & Chen (1991) defined financially distressed corporations as organisations with 

poor performance, inefficient production, and significant financial debt and cash flow concerns, the firms’ market value has 

declined. They are marginal because their prices are more vulnerable to economic fluctuations and less likely to resist adverse 

economic conditions. According to Edward I. Altman and Hotchkiss (2006), four generic terms commonly used which can 

be attributed to financial distress research are failure, insolvency, bankruptcy and default. 

Bursa Malaysia, formerly known as the Stock Exchange of Malaysia, is the stock market regulator in Malaysia, and it deals 

with firms in financial crisis. On 15 February 2001, Bursa Malaysia issued Practice Note No. 4/2001 (PN4), which was later 

changed to Practice Note No. 17/2005 (PN17) on 3 January 2005 (Ashrofie Hanafi & Ahmed Shahimi, 2020). PN17 was 

further amended on 5 May 2006 concerning financial conditions and level of operation to enhance Bursa Malaysia’s handling 

of listed financial distress firms. Financial distress has become a global concern that needs close monitoring and particular 

ways to prevent it from harming various stakeholders such as shareholders and creditors. 

On 28 April 2021, the Malaysian Code on Corporate Governance (MCCG 2021) was released by the Securities Commission 

(SC), which requires the board and directors to be effective stewards and guardians of the company. Even though compliance 

with the MCCG 2021 is voluntary, all publicly listed companies are compulsory under the Listing Requirements of Bursa 

Malaysia Securities Berhad to report in the annual reports as recommended by MCCG 2021. Studies by Ng et al. (2021) state 

that more board diversity will result in better depth and breadth that the board can give compared to non-diverse boards with 

reference to previous MCCG 2017. Distressed firms’ governance characteristics significantly affect the bankruptcy 

probability (Fich & Slezak, 2008). 

On the other hand, the board of directors has a vital role as a more excellent supervisory function in monitoring the company’s 

activities. The supervisory function is one technique of warning managers about management wrongdoing and improving 

organisational sustainability (Medina-Borja & Triantis, 2011). Few studies from Hsu & Wu (2014) and Salloum et al. (2013) 

on financial distress to systemic issues via the role of the board of directors. The function of independent or outside directors 

has received much attention in recent years since panels are thought to improve the company’s financial performance and 

lower the danger of bankruptcy due to external upheaval. It is the board’s roles and functions to be effective in line with the 

ultimate organisational objective of the company. 

 

The main objective of this study is to examine the relationship between board diversity and financial performance among 

financially distressed companies under PN17 companies. Two specific goals on board diversity regarding board 

professionalism and politically connected board are examined towards PN17 companies’ performance. The study will focus 

on board diversity attributes such as board professionalism in terms of qualification and board that may be active in politicalt 

that may impact financially distressed companies’ performance. 
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1.2 Problem Statement 

Most of the companies in Malaysia have experienced a downturn which negatively impacted their financial position during 

the COVID-19 pandemic. The best indicators of financial distress are leverage indicators because they evaluate the external 

and internal financing mix and, most all, the foundation of the economic pyramid, or how many asset units are funded by 

one capital unit. Profitability and company performance are crucial indicators of a financial crisis. Khurshid (2013) found 

that current data ratio, profitability, solvency and leverage negatively correlate with financially distressed companies in 

Pakistan. However, the studies were only taken in Pakistan and may not indicate the same indicators in other countries. 

Besides various corporate finance and governance challenges, dividend policy is gaining much attention, especially from 

regulators and investors. 

The high-profile firms facing a downturn need to strengthen governance to recover from the crisis of Covid-19. According 

to Lo Pucki and Whitford (1993), although many scholars acknowledged the importance of corporate governance in 

safeguarding shareholders’ wealth, it is still questionable whether corporate governance may affect the likelihood of 

bankruptcy. Many previous works of literature examined the relation between governance and firm value without 

conditioning on distress (Eliezer M Fich & Shivdasani, 2006 (Morck et al., 1988; Yermack, 1996). Although to the extent 

that distress measurements reflect market values, governance features are not explicitly integrated into the financial distress 

model. They may also represent predictions about the influence of governance in the future, making corporate governance 

indirectly reflect the financial distress level. 

On the other hand, the emergence of board governance studies such as board effectiveness and board member diversity 

encourages the concept of empirically investigating the relationship between board governance and the risk of financial 

fragility. In reality, there is limited research on the most recent implementation of the MCCG 2021. Previous research 

described excellent board governance as the ability of the board to turn the organisation’s purpose into desired goals while 

successfully monitoring resource allocation to ensure that it is under the organisation’s objectives (Miller-Millesen, 2003). 

If the boards practise and adhere to good governance, the organisation’s performance will improve, lowering the risk of 

financial vulnerability. As a result, this study aims to link the features of board member diversity to the success of PN17 

companies and contributes to the literature on board governance. 

 

1.3 Relevance and Importance of Research 

This study presents various key outcomes concerning financially challenged enterprises classified as Bursa Malaysia 

Practice Note (PN17). First, this research provides a brief overview of the newest Malaysian Code on Corporate Governance 

(MCCG) implementation in 2021 to assist practitioners and other stakeholders in understanding the operations of 

Malaysian publicly traded firms. Second, this study examines the characteristics of board diversity and the performance of 

financially distressed firms listed under PN17 by Bursa Malaysia. 

In general, the effectiveness of corporate governance standards positions board members as a key body in gaining public 

trust, particularly among investors in publicly traded firms. Understanding the influence of board members on the 

performance of PN17 companies can therefore be a method of assessing board effectiveness. This study enables academics 

to gain a thorough understanding of the characteristics of financially susceptible PN17 companies due to poor corporate 

governance standards. 

Besides, information on financial ratios is useful in enlightening practitioners, investors, and other stakeholders about the 

risk of financial vulnerability among companies that become PN17. Investors and creditors, for example, rely on a 

company’s economic conditions to ensure the safety and profitability of their investments. This study may provide important 

financial information to future investors, enabling them to assess whether the company has a healthy financial position. 

The identification of financial indicators using financial ratios, combined with Altman Z score analysis, reflects the firm 

characteristics that significantly influence the magnitude of corporate governance practices and may help financial statement 
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users identify and mitigate future financial vulnerability. In conclusion, this study aims to contribute to the body of 

knowledge on corporate governance in financially distressed companies, drawing on the latest implementation of MCCG 

2021 and the current list of PN17 companies. 

2 LITERATURE REVIEW 

 

2.1 Financial Distress 

Financial distress is “a firm’s inability to meet its financial commitments as they mature” (Beaver, 2010). He stated that 

financial distress could manifest in various ways, including bankruptcy, bond default, an overdrawn bank account, and 

failure to pay preferred stock dividends. Financial hardship is a critical event that distinguishes the era of good financial health 

from the period of bad financial health and necessitates corrective efforts to resolve the issue (Andrade & Kaplan, 1998; 

Brown et al., 1993). 

Financial distress is a firm that suffered negative net worth and default payment of the loan and operates continuously under 

court protection according to Section 176 of the Companies Act 1965. According to Altman and Hotchkiss (2006), corporate 

financial distress can be explained in four terms, failure, insolvency, default and bankruptcy. Insolvency means a firm cannot 

meet its short-term obligation due to a liquidity problem. Default shows that a business’s performance is failing, whereas 

bankruptcy indicates the firm is in a financial crisis, and most jurisdictions require a formal declaration. 

Financial distress may have a significant influence on businesses as well as many stakeholders, especially during a financial 

crisis. Financial hardship occurs when a corporation cannot pay or complete its financial obligations to creditors, and its 

revenues are overly sensitive to economic downturns. Investors will see that company as incompetent in generating good 

profit. The company’s market value will drop, and this will distract the potential and current investors from buying the 

company’s shares. And the worst-case scenario, if there is no action taken, they will call out any potential buyers to buy and 

replace their names on the company. 

According to Edward I. Altman (1968), financial statement analysis is used to determine a company's financial position, 

assess its creditworthiness, and identify potential bankruptcy risks. The economic analysis becomes more critical because it 

can help users make their decision about a company. Sori and Hasbullah (2009) stated that financial analysis is a tool used 

in decision-making processes for planning and control. It has been used to determine the factors and reasons why the firm 

is unable to fulfil its obligations. 

 

2.2 Board Diversity 

Board diversity is intended to enhance decision-making and improve company performance (Van Der Walt et al., 2006). 

Milliken & Martins (1996) discussed the various types of board diversity, including age, gender, culture, religion, ethnicity, 

knowledge, technical skills and expertise, constituency representation, independence, career and life experience, 

professional background, and commercial and industry experience. According to Yousaf et al. (2021), board diversity 

features such as relational diversity (including age and gender), task-oriented diversity (including expertise and education), 

and structural diversity (independence) may reliably predict a firm’s financial issues. 

2.2.1 Board Professionalism 

The research identified board professionalism because of professional experience or education. According to Carpenter & 

Westphal (2001), an effective board with diverse competencies and capabilities brings value to the board governance 

function. Furthermore, panels with professional profile contribute to new ideas, are more creative in problem-solving, and 

widen knowledge in specialised areas, as mentioned by Hwang & Powell (2004) and Westphal & Milton (2000) and have a 

favourable influence on inventive performance (Wincent et al., 2010). It was also revealed that the proportion of board 
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members with professional credentials and outsider representation significantly impacted corporate strategy revisions 

(Goodstein et al., 1994). 

Much research on board professionalism has been undertaken in the business sector regarding organisational performance. 

For example, Kim & Lim (2010) observed that board diversity in terms of educational background positively impacted 

business value. However, Rose & Rose (2007) failed to relate board academics to firm performance. Chen, Fan, and Wong 

(2004) found that the number of directors with professional backgrounds, such as those in accounting, law, finance, and 

academia, is positively correlated with the firm’s market-to-book equity value. They went on to say that high-growth 

companies tend to prefer directors with professional, financial, and intellectual backgrounds over those with political 

connections. 

From the above discussion, it can be concluded that, according to the study, having a larger number of professional 

board members will help financially distressed companies perform better. Thus, the hypothesis can be drawn as: 

H1: There is a positive relationship between board professionalism and the performance of financially distressed 

companies. 

2.2.2 Politically Connected Board 

One of the director’s social interactions is a politically connected board, which occasionally comes under scrutiny in social 

capital studies. Social capital generally is characterised as a director’s links to other businesses, personal contacts with firm 

management, or social position (S. G. Johnson et al., 2013). Boards of directors with high social standing and prestige 

are more likely to retain their reputation by actively participating in decision-making (Oh et al., 2006). 

On the other hand, the politically connected board is responsible for acting as a boundary spanner (Miller- Millesen, 2003). 

At times, a politically connected firm will have significant financial difficulties because political institutions (including 

political parties and politicians) expect it to be able to give financial assistance in achieving political aims (Kamaludin, 

2010). 

Several scholars found mixed results when exploring the link between a politically connected board and corporate success. 

Goldman et al. (2009) discovered a considerable effect of political connections among US corporations and the stock market, 

indicating that favourable anomalous stock prices rose quickly after the announcement of a politically connected board 

member's nomination. Niessen & Ruenzi (2010) found a similar outcome: the politically connected business outperformed 

the stock market considerably. This implies that politically connected boards have an impact on the firm’s performance. 

(Raymond Fisman, 2001). 

In contrast, Chen et al. (2004) found an undesirable result, where stock returns lagged behind the market by three years after 

the IPO, due to the selection of politically connected CEOs. Furthermore, Chen et al. (2004) found that business leverage is 

positively associated with a board of directors that is politically connected. This suggests that CEOs with political connections 

are unsuccessful at increasing corporate efficiency. Gul (2006) and S. Johnson & Mitton (2003) found that firms with 

political connections performed poorly and deteriorated corporate performance during the financial crisis era. 

In conclusion, positive findings on politically connected boards and firm performance in Malaysia assert the importance of 

investigating this study in the context of financial distress. From above can be drawn the hypothesis that: 

H2: There is a positive relationship between politically connected boards and the performance of financially distressed 

companies. 

 

2.3 Financial Ratios in Financial Distress Companies 

Financial ratios are essential for evaluating the company’s performance and determining the company’s financial situation 

when studying financial statements. Financial ratios are useful indicators for assessing a company’s performance and 
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financial position (Kim-Soon et al., 2013). Profitability, liquidity, solvency, and management efficiency are critical in 

evaluating a company’s financial distress and developing and implementing finance and investment programmes 

(Mohammed, 1997). This is also supported by the researcher’s view that in addition to institutional and corporate governance 

factors, financial ratios assessing the size, liquidity, profitability, and leverage are likely to be major predictors of financial 

distress (Bhattacharjee & Han, 2014). 

 

Figure 1 Conceptual Framework 

 

3 RESEARCH METHODOLOGY 

This research uses a quantitative approach to find the relationship between board diversity and PN17 companies’ performance 

using panel data associated with 19 companies listed on the main board categorised as PN17 by Bursa Malaysia. This study 

collected data from 2016 to 2020 annual reports from Bursa Malaysia. All the data samples will be analysed using Statistical 

Package for the Social Science Version 22.0 software. It will present regression analysis, a technique used to measure linear 

relationships between more than two variables between dependent and independent variables. One of the regression analyses 

is Multiple regression analysis which allows several independent variables to be included in the same type of regression 

equation and thus can predict a single dependent variable. 

To analyse the performance and to assess the results, the five years annual reports of the PN17 companies from 2016 to 

2020 are reviewed. The reports provide financial information such as accounting ratios from the Statement of Profit or Loss 

and Statement of Financial Position, whilst non-financial information details on board from the Statement of Corporate 

Governance could strengthen this study’s findings. Most research on financial ratios analysis employed data from annual 

reports, such as the statement of financial position and income statement (Greenlee et al., 2007; Ryan & Irvine, 2012). The 

dependent variable in this study, financial distress, is quantified using financial measures divided into three categories: 

liquidity, profitability, and leverage. These ratios are computed using a self-constructed ratio spreadsheet. 

Non-financial information, on the other hand, is utilised to measure independent factors, such as board professionalism and 

political connections. The variables are calculated based on the percentage of board members that are professionally and 

politically connected (Bradshaw et al., 1992). 

 

3.1 Board Professionalism 

This study adopted the measurement of board professionalism from Bradshaw et al. (1992) and Hwang & Powell (2004). The 

investigation began by looking for a person with professional education and expertise from the list of office–bearers. Among 

the board members, the person with a professional background will be recognised for their relevant professionalism. 
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The index ranking will be used to measure the board’s expertise and education. According to the Reeb and Zhao 

(2013) study, each education level was represented by a number ranging from 1 to 7. The higher the education level, the 

higher the index number. The categorical variables method was used to describe the level of education as follows: 1. Below 

a bachelor’s degree; 2. bachelor’s degree; 3. MBA degree; 4. master’s degree; 5. Doctoral degree; 7. Top 200 bachelor's 

degrees according to QS University ranking. 

Board expertise will be measured based on the area in which the board has finance-related knowledge. The study by Guner et 

al. (2008) is preferred for measuring financial expertise, as it focuses on the number of directors who possess knowledge 

and experience in finance-related areas. 

 

3.2 Politically Connected Board 

The existence of a politically connected board among board members will be used to assess the politically connected board. 

This technique is comparable to research by Callen et al. (2003), in which the board members’ backgrounds were classified 

into numerous groups, including well-known individuals. 

This study defined a member as having a political connection if they have previously held roles such as Senator, Member of 

Parliament, or Director of an organisation. Aside from that, anybody with a title such as Tun, Dato’ Seri, Puan Seri, Datuk, 

or Datin falls under this group. 

 

3.3 Financial Distress 

Altman Z-Score is the most often used measure for assessing a company’s financial situation. Altman invented the Altman 

Z-Score Method in 1968. Many studies have utilised it to assess financial distress (Kim-Soon et al., 2013). According to 

Edward (1968), the Altman model employs five financial analysis ratios: earnings before interest and taxes (EBIT) / total 

assets, sales / total assets, the market value of equity / total liabilities, the working capital / total assets ratio, and retained 

earnings / total assets. This is also supported by Brahmana et al. (2019) and Demirkan and Platt (2009). In the study, the 

firm’s financial status, measured using the Z-score, was categorised into three groups, as shown in the table below. 

 

 
Table 1: Description of Z-score 

 

No. Range of Z score Interpretation 

1. Above 2.99 The financial institution is in good position and safe from 

financial problem 

2. Between 2.99 and 1.81 It is considered as gray area as the financial institution have chances 

to faces bankruptcy problem 

3. Less than 1.81 The financial institution is most likely to be heading towards 

bankruptcy problem. Necessary actions are needed to avoid 

from the worst situation. 
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4 RESULTS 

At the stage of the conceptual paper, the study will be expected to provide result analysis as follows: 

 

H1: There is a significantly positive result in board professionalism towards the performance of PN17 companies. 

The board’s professionalism should influence the performance of the companies by having good directions for each other. 

However, lower professionalism among the board may lead to the company’s performance falling. 

 

H2: There is a positive but insignificant relationship between politically connected boards and the performance of PN17 

companies. 

A board member with strong connections, particularly as a politician, is expected to drive the company forward more 

effectively. However, only a minority of political members may hold board positions in the companies, resulting in 

insignificant findings for Hypothesis 2. 

For practical considerations, this study has only included data from the past five years and does not accurately represent 

the overall view of financial distress among Malaysian publicly listed companies. The extended period may provide a better 

idea of the financial distress in Malaysia. As the study focused on small populations, each industry at bigger populations 

may offer better results because different industries may have different financial distress levels. This would provide more 

detail and conclusive findings that might be useful to the users. 

5 DISCUSSION 

This study examines the relationship with the board diversity in terms of board professionalism, focusing on the board’s 

education and expertise. Whilst another component of board professionalism is a politically connected board, these two 

variables may impact the performance of companies categorised under PN17 by Bursa Malaysia. 

Board professionalism covers the education and expertise of the board of directors. A solid connection between the company 

and other corporations and non-profit organisations would aid in support of a company in times of crisis. The association 

between board professionalism and financial distress was statistically significant with a positive relationship that aligned 

with research from Brahmana et al. (2019) that study on board capital encompassed network, education, and expertise. 

Similarly, a board of directors with an established track record and a strong educational background would guide a firm to 

greater heights. Competency in corporate governance and extensive expertise guarantee that an organisation’s costs are 

minimal. As a result, board capital helps to alleviate financial difficulty in every manner. 

A politically connected board may have influenced the corruption of the company. The more corruption there is, the more 

likely it is that a company may have financial difficulties caused to stifling economic progress. If political boards can 

be corrupt; the public will feel the consequences of their actions. Corruption will result in the repeal of legislation, resulting 

in more extraordinary operational expenses. Such a situation decreases the company’s capacity to produce a profit and 

eventually leads to its demise. According to Kristanti et al. (2017), corruption control has a considerable negative influence 

on the financial distress of Indonesian companies because increased corruption raises the cost of capital, causing it to go 

bankrupt. Ayaydin and Hayaloglu (2014) discover evidence that the rate of corruption has a positive association with the 

company’s growth, implying that as corruption grows, so does the company’s growth. The likelihood of financial distress 

reduces as the company grows. 

This variable suggests that businesses with low performance are more likely to face financial difficulties. According to the 

regression analysis from the previous chapter, there is a substantial relationship between the company’s performance 

(Tobin’s Q) and the Altman Z score. It demonstrates that the poorer the company’s performance, the greater the likelihood 

that the firm would enter financial hardship, which is consistent with research by (Delen et al., 2013 and Zeli, 2014). They 



The Asian Journal of Professional and Business Studies. Vol 3, Issue 2 (2022) 

e-ISSN: 2716-666X 

9 

 

 

discovered that poor company performance may raise the likelihood of insolvency and bankruptcy among US and Italian 

enterprises. This research may assist users in ensuring that the firms are in good condition by measuring the extent of 

financial distress situations. 

6 CONCLUSION 

This study examines the association between board diversity and the financially distressed companies’ performance. Board 

professionalism focuses on two variables: education and expertise. Another component of board professionalism is politically 

connected board used to measure the impact of the performance of companies categorised under PN17 by Bursa Malaysia. 

Five years of panel data are used with regression analysis for findings as a quantitative approach. 

The impact of board members on financial outcomes is of significant interest to both researchers and the general public, as 

the current study seeks to comprehend the effect of board diversity on financially challenged organisations. Financial ratios 

were found to be a useful tool in evaluating the financial distress condition, and the profile of financially fragile PN17 

enterprises gives a more detailed financial picture of the organisation. 

As the current study tries to appreciate the influence of board diversity on financially challenged organisations, the impact 

of board members on financial results is of considerable interest to scholars and the general public. Financial ratios were 

discovered to be an effective method for assessing financial distress, and the profile of financially vulnerable PN17 firms 

provides a more thorough financial picture of the organisation. 

However, further consideration should be taken on content analysis from the annual reports for five years based of PN17 

companies could lead to several conclusive findings that cannot be generalised to show a clear picture of overall performance 

using financial ratios to measure PN17 financial vulnerability. Aside from trend analysis on financial performance, other 

approaches such as in-depth interviews with the board of directors and surveys, might offer better insights into the 

performance of financially challenged organisations. Other independent factors for improved evaluation include board 

meetings, board independence, and member rotation. 

 

7 ACKNOWLEDGEMENT 
 

The authors would like to express their sincere gratitude to Kolej Universiti Poly-Tech MARA for providing the resources and 

support necessary to complete this study. We would also like to thank all participants who contributed their time and insights 

to this research. Special appreciation is extended to colleagues and peers who offered valuable feedback during the development 

of this manuscript. 

 

 

 

 

 

 

 



The Asian Journal of Professional and Business Studies. Vol 3, Issue 2 (2022) 

e-ISSN: 2716-666X 

10 

 

 

 

REFERENCES 

Altman, E. I. (1968). Financial ratios, discrimination analysis and the prediction of corporate bankruptcy. The Journal of 

Finance, 23(4), 589-609. 

Altman, E. I., & Hotchkiss, E. (2006). Corporate Financial Distress and Bankruptcy. 

Andrade, G., & Kaplan, S. N. (1998). How costly is financial (not economic) distress? Evidence from highly leveraged 

transactions that became distressed. Journal of Finance, 53(5), 1443–1493. https://doi.org/10.1111/0022-

1082.00062 

Ashrofie Hanafi, A. H., & Ahmed Shahimi, W. R. M. (2020). What Drives Financial Distress for Pn4 and Pn17 Listed 

Firms in Malaysia? Advanced International Journal of Banking, Accounting and Finance, 2(4), 01–09. 

https://doi.org/10.35631/aijbaf.24001 

Ayaydın, H., & Hayaloglu, P. (2014). The effect of corruption on firm growth: evidence from firms in Turkey. 

Asian Economic and Financial Review, 4(5), 607-624. 

Beaver, W. H. (2010). of Failure Financial Ratios as Predictors. Journal of Accounting Research, 4(1966), 71– 111. 

Bhattacharjee, A., & Han, J. (2014). Financial distress of Chinese firms: Microeconomic, macroeconomic and 

institutional influences. China Economic Review, 30, 244–262. https://doi.org/10.1016/j.chieco.2014.07.007 

Bradshaw, P., Murray, V., & Wolpin, J. (1992). Do Nonprofit Boards Make a Difference? An Exploration of the 

Relationships Among Board Structure, Process, and Effectiveness. Nonprofit and Voluntary Sector Quarterly, 

21(3), 227–249. https://doi.org/10.1177/089976409202100304 

Brahmana, R., Ung, L. J., & Kiu, J. S. (2019). Does board capital affect the corporate financial distress level? 

A study from Malaysia. Kasetsart Journal of Social Sciences, 40(3), 695–702. 

https://doi.org/10.34044/j.kjss.2019.40.3.04 

Brown, D. T., James, C. M., & Mooradian, R. M. (1993). The information content of distressed restructurings involving 

public and private debt claims. Journal of Financial Economics, 33(1), 93–118. https://doi.org/10.1016/0304-

405X(93)90026-8 

Callen, J. L., Klein, A., & Tinkelman, D. (2003). Board Composition, Committees, and Organisational Efficiency: The 

Case of Nonprofits. Nonprofit and Voluntary Sector Quarterly, 32(4), 493–520. 

https://doi.org/10.1177/0899764003257462 

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. https://doi.org/10.5465/3069408 

Chan, K. C., & Chen, N. ‐F. (1991). Structural and Return Characteristics of Small and Large Firms. The 

Journal of Finance, 46(4), 1467–1484. https://doi.org/10.1111/j.1540-6261.1991.tb04626.x 

 

Chen, D. H., Fan, J. P., & Wong, T. J. (2004, February). Politically-connected CEOs, corporate governance and post-

IPO performance of China’s partially privatised firms. In AFA 2005 Philadelphia Meetings. 

Delen, D., Kuzey, C., & Uyar, A. (2013). Measuring firm performance using financial ratios: A decision tree approach. Expert 

Systems with Applications, 40(10), 3970-3983 



The Asian Journal of Professional and Business Studies. Vol 3, Issue 2 (2022) 

e-ISSN: 2716-666X 

11 

 

 

Fich, E. M., & Shivdasani, A. (2006). Are busy boards effective monitors? The Journal of Finance, 61(2), 689- 724. 

Fich, E. M., & Slezak, S. L. (2008). Can corporate governance save distressed firms from bankruptcy? An empirical 

analysis. Review of Quantitative Finance and Accounting, 30(2), 225–251. https://doi.org/10.1007/s11156-007-

0048-5 

Goldman, E., Rocholl, J., & So, J. (2009). Do politically connected boards affect firm value. Review of Financial Studies, 

22(6), 2331–2360. https://doi.org/10.1093/rfs/hhn088 

Goodstein, J., Gautam, K., & Boeker, W. (1994). the Effects of Board Size and Diversity on. Strategic Management Journal, 

15(September 1993), 241–250. http://dx.doi.org/10.1002/smj.4250150305 

Greenlee, J., Fischer, M., Gordon, T., & Keating, E. (2007). An investigation of fraud in nonprofit organisations: 

Occurrences and deterrents. Nonprofit and Voluntary Sector Quarterly, 36(4), 676–694. 

https://doi.org/10.1177/0899764007300407 

Gul, F. A. (2006). Auditors’ response to political connections and cronyism in Malaysia. Journal of Accounting 

Research, 44(5), 931–963. https://doi.org/10.1111/j.1475-679X.2006.00220.x 

Guner, B., Malmendier, U., and Tate G. (2008). Financial Expertise of Directors. Journal of Financial Economics, Vol. 

88, No. 2, 323-354. 

Hsu, H. H., & Wu, C. Y. H. (2014). Board composition, grey directors and corporate failure in the UK. British Accounting 

Review, 46(3), 215–227. https://doi.org/10.1016/j.bar.2013.12.002 

Hwang, H., & Powell, W. W. (2004). Charity: The Infl uences of professionalism in the Nonprofi t Sector. 

Science, 54, 268–298. 

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. https://doi.org/10.1177/0149206312463938 

Johnson, S., & Mitton, T. (2003). Cronyism and capital controls: Evidence from Malaysia. Journal of Financial Economics, 

67(2), 351–382. https://doi.org/10.1016/S0304-405X(02)00255-6 

Kamaludin, K. (2010). Sokongan Politik Dan Leverage: Kasus Indonesiasokongan Politik Dan Leverage: Kasus 

Indonesia. Jurnal Ilmiah Ekonomi Bisnis, 15(2), 5945. 

Khurshid, M. R. (2013). Determinants of Financial Distress Evidence from KSE 100 Index. Business Review, 8(1), 7–19. 

Kim-Soon, N., Mohammmed, A. abusalah el mabrok, & m agob, F. khalifa. (2013). A Study of Financial Distress 

Companies Listed in the Malaysian Stock Exchange using Financial Liquidity Ratios and Altman’s Model. 

European Journal of Scientific Research, 114(4), 513–525. http://www.europeanjournalofscientificresearch.com 

Kim, H., & Lim, C. (2010). Diversity, outside directors and firm valuation: Korean evidence. Journal of Business 

Research, 63(3), 284–291. https://doi.org/10.1016/j.jbusres.2009.01.013 

Kristanti, F. T., & Herwany, A. (2017). Corporate governance, financial ratios, political risk and financial distress: A 

survival analysis. Accounting and Finance Review (AFR) Vol, 2(2). 

LoPucki, L. M., & Whitford, W. C. (1993). Corporate governance in the bankruptcy reorganisation of large, publicly held 

companies. University of Pennsylvania Law Review, 669-800. 

Medina-Borja, A., & Triantis, K. (2011). Modeling social services performance: a fourstage DEA approach to evaluate 

fundraising efficiency, capacity building, service quality, and effectiveness in the nonprofit sector. Annals of 

Operations Research, 1-23. 

http://dx.doi.org/10.1002/smj.4250150305
http://www.europeanjournalofscientificresearch.com/


The Asian Journal of Professional and Business Studies. Vol 3, Issue 2 (2022) 

e-ISSN: 2716-666X 

12 

 

 

Miller-Millesen, J. L. (2003). Understanding the Behavior of Nonprofit Boards of Directors: A Theory-Based Approach. 

Nonprofit and Voluntary Sector Quarterly, 32(4), 521–547. https://doi.org/10.1177/0899764003257463 

Milliken, F. J., & Martins, L. L. (1996). Searching for common threads: Understanding the multiple effects of diversity in 

organisational groups. Academy of Management Review, 21(2), 402–433. 

https://doi.org/10.5465/AMR.1996.9605060217 

Mohammed, M. (1997). Financial analysis, Amman, Jordan, Institute of banking studies. 

Morck, R., Shleifer, A., & Vishny, R. W. (1988). Management ownership and market valuation. An empirical analysis. 

Journal of Financial Economics, 20(C), 293–315. https://doi.org/10.1016/0304-405X(88)90048- 7 

Neyman, J., & Pearson, E. S. (1938). Note on Some Points in” Student’s” Paper on” Comparison Between Balanced and 

Random Arrangements of Field Plots”. Biometrika, 29(3/4), 379-388. 

Ng, D. C. Y., Chang, Y. W., & Low, S. C. (2021). Corporate Governance Mechanisms with Firm Performance: A Study 

on Malaysia’s and Hong Kong’s Real Estate Investment Trust (REITs) Public Listed Companies. Journal of 

Governance Risk Management Compliance and Sustainability, 1(1), 62–75. https://doi.org/10.31098/jgrcs.v1i1.511 

Niessen, A., & Ruenzi, S. (2010). Political connectedness and firm performance: Evidence from Germany. 

German Economic Review, 11(4), 441–464. https://doi.org/10.1111/j.1468-0475.2009.00482.x 

Nugroho, M., Arif, D., & Halik, A. (2021). The effect of financial distress on stock returns, through systematic risk and 

profitability as mediator variables. Accounting, 7(7), 1717–1724. https://doi.org/10.5267/j.ac.2021.4.026 

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

Review, 31(3), 569–582. https://doi.org/10.5465/amr.2006.21318918 

Platt, S. D. H. (2009). Financial status, corporate governance quality, and the likelihood of managers using discretionary 

accruals. Accounting Research Journal, Vol. 22 Iss 2 pp. 93 - 117. 

Raymond Fisman. (2001). Estimating the Value of Political Connections. American Economic Review, 91(4), 1095–1102. 

https://pubs.aeaweb.org/doi/pdf/10.1257/aer.91.4.1095 

Rose, C., & Rose, C. (2007). Does female board representation influence firm performance? The Danish evidence. 

Corporate Governance: An International Does female board representation influence firm performance? The Danish 

evidence. Corporate Governance, 15(2), 404–413. 

Ryan, C., & Irvine, H. (2012). Not-For-Profit Ratios for Financial Resilience and Internal Accountability: A Study of 

Australian International Aid Organisations. Australian Accounting Review, 22(2), 177–194. 

https://doi.org/10.1111/j.1835-2561.2012.00163.x 

Salloum, C. C., Azoury, N. M., & Azzi, T. M. (2013). Board of directors’ effects on financial distress evidence of family 

owned businesses in Lebanon. International Entrepreneurship and Management Journal, 9(1), 59–75. 

https://doi.org/10.1007/s11365-011-0209-9 

Sori, M., & Hasbullah, J. (2009). Financial ratios, discriminant analysis and the prediction of corporate distress. 

Van Der Walt, N., Ingley, C., Shergill, G. S., & Townsend, A. (2006). Board configuration: Are diverse boards better boards? 

Corporate Governance, 6(2), 129–147. https://doi.org/10.1108/14720700610655141 

Westphal, J. D., & Milton, L. P. (2000). How experience and network ties affect the influence of demographic minorities on 

corporate boards. Administrative Science Quarterly, 45(2), 366–398. https://doi.org/10.2307/2667075 

Wincent, J., Anokhin, S., & Örtqvist, D. (2010). Does network board capital matter? A study of innovative performance in 



The Asian Journal of Professional and Business Studies. Vol 3, Issue 2 (2022) 

e-ISSN: 2716-666X 

13 

 

 

strategic SME networks. Journal of Business Research, 63(3), 265–275. https://doi.org/10.1016/j.jbusres.2009.03.012 

Wu, D. (D)., Liang, L., & Yang, Z. (2008). Analysing the financial distress of Chinese public companies using probabilistic 

neural networks and multivariate discriminate analysis. Socio-Economic Planning Sciences, 42(3), 206–220. 

https://doi.org/10.1016/j.seps.2006.11.002 

Yermack, D. (1996). Higher Market Valuation for Firms with a Small Board of Directors. Journal of Financial Economics, 

40(40), 185–211. 

Yousaf, U. B., Jebran, K., & Wang, M. (2021). Can board diversity predict the risk of financial distress? 

Corporate Governance: The International Journal of Business in Society. 

Zeli, A. (2014). The financial distress indicators trend in Italy: an analysis of medium-size enterprises. 

Eurasian Economic Review, 4(2), 199-221. 


