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Abstract  

Corruption has hindered the effectiveness of customs administrations in many developing countries. In the 21st 

century, a new problem has arisen which is the rise of international terrorism. Usually, these criminal corruption 

activities will happen at the border points of a country. This is where the criminal operators offer bribes to the 

customs officials to allow them to smuggle illegal items into the country. This has posed a huge risk to both the 

internal and international securities of many countries. This paper seeks to investigate the factors that may influence 

corruption in organizational procedures that occur in Malaysia. Given the importance of government agency and its 

accountability, internal control and discretionary power, this paper focuses on these factors in the effort to combat 

corruption, increase moral awareness and narrow the opportunities for corrupt practices. Specifically, this study 

found that there are significant relationships between the level of accountability, internal control, discretionary power 

and the perception on corruption. The result also indicated that corruption flourishes in a situation where the 

accountability of agents to the principal is weak, when agents have low internal control and when the agents have 

great discretion.  
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1. Introduction 

Corruption is a serious problem that relates to an unfair practice that damages the reputation of the state and weakens 

the economy. Malaysia‟s government has established Malaysian Anti-Corruption Commission (MACC) in order to 

investigate and prosecute corruption cases in public and private sectors. Despite that, corruption cases are still 

prevalent and most of them involve public officials as these individuals generally have greater authority in the public 

sector.  

The Royal Malaysian Customs Department is a government agency responsible for administrating Malaysia‟s 

indirect tax policy. In other words, the Royal Malaysian Customs Department is formed to collect revenue efficiently 

and help with the expansion of trade and industry through a continuous facilitation, while enhancing legal 

compliance to safeguard Malaysia‟s economic, social and security interest (Customs Annual Report, 2015).  

According to the Customs Annual Report 2015, the report contains the list of disciplinary offenses committed by the 

Royal Malaysian Customs officials. Some of the disciplinary offenses include absent from duty, corruption, abuse of 

power, drug abuse, political activity, ignoring customs procedures, and ignoring code of conduct. Figure 1 shows the 

summary of disciplinary offenses that occur from 2013 until 2015.  
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2013 2014 2015

Absent from Duty 52 27 39

Corruption 72 75 77

Abuse of Power 20 30 29

Drug Abuse 2 3 3

Political Activity 0 2 0

Ignore Customs Procedure 1 8 3

Ignore Code of Conduct 17 30 33
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Figure 1. Summary of customs disciplinary offenses 

 

Based on Figure 1, it clearly shows that the greatest disciplinary offense committed by the customs officials 

throughout the year 2013 until 2015 is corruption. These offenses show that even though the Code of Ethic and Code 

of Conduct have been implemented in the Royal Malaysian Customs Department by the Director General of 

Customs, Dato‟ Sri Khazali Bin Haji Ahmad, yet customs officials still ignore these policies and override them at 

will. Thus, it is crucial to investigate this matter because it raises the question: Do the Royal Malaysian Customs 

Department officials follow their Code of Ethic and Code of Conduct or are these codes merely acting as a form of 

window dressing? 

This study assesses the possible factors that might lead to corruption in Royal Malaysian Customs Department 

through level of accountability, internal control and discretionary power within the organization. It also examines the 

relationship between the level of accountability, internal control, and discretionary power with the perception on 

corruption by the Royal Malaysian Customs Department. The outcomes of this study may help in creating awareness 

towards fighting corruption amongst government officers. 

In the next section, this article begins with a discussion of the background literature, underpinning theory and 

development of the hypothesis. This is followed by an overview of the methodology used. The findings are then 

discussed before the summary and conclusions are drawn. 

2. Theoretical Background 

Corruption is simply defined as the misuse or abuse of power by a public officer for private gains (World Bank, 

1997). A public officer is said to have misused his power for a private gain when he accepts, solicits, or extorts a 

bribe. Lambsdorff (2007) stated that corruption is misuse of public power for private benefit. The common definition 

of corruption includes the „outright diversion and conversion of public funds for private use by public officials‟ 

(Nwabuzor, 2005, pp.122), „the illegal use of power for personal gain‟ (Zimring and Johnson, 2005, pp.793) and „the 

abuse of public trust for private gain‟ (Tadaro and Smith, 2003, pp.711). Certainly, these definitions involve all 

activities in which public officials use their power not for the public benefit, but for their own gain. Thus, to 

precisely define corruption in one term is rather difficult because many organizations give different definitions with 

regards to corruption. However, this study accepts all the above definitions. In essence, the definitions carry the idea 

of a public officer contravening governing rules for his own private benefit through acts of bribery, extortion and 

theft of public assets. Within the context of customs, corruption would involve the misuse of power by customs 

officials for their own personal gain.  

According to Husted (1994), there are two cases of corruption, namely: “against the rule” corruption and “according 

to rule” corruption. The “against the rule” corruption occurs when the bribe is paid to obtain services which the 

official is prohibited from providing. This includes practice such as a customs officer granting entry of illegal items 

once he is paid a large sum of money by customers. Meanwhile, “according to rule” corruption occurs when an 

official receives private gains illegally for doing something which he or she is already required to do by law. Cases 
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whereby a customs officer asks the customer to pay a huge sum of money in order to expedite the customer‟s tariff 

payment is an example of “according to rule” corruption. 

2.1 Level of Accountability 

Accountability is an obligation of an individual or organization to accept responsibility, to account for its actions and 

activities, and to disclose any private matter in a transparent manner. It also includes the responsibility for money 

and other entrusted properties. Palmer (2000) states that accountability is crucial for good governance and that it 

holds government officials to be responsible for their actions in public management. Accountability is an essential 

factor in reducing corruption. This is because the concept of accountability relates to the main purpose of why rules 

and regulations are put in place to begin with. Thus, people who administer the rules must be held responsible for 

their actions. Moreover, accountability has a counter effect on corruption in the sense that when more people are 

being held accountable for their actions, the less likely they will engage in corrupt activities (Myint, 2000; Taruvinga, 

et al. 2017).  

According to Ndonga (2013), many cases of customs corruption resulted from ineffective accountability. Ndonga 

(2013) stated that there are two factors in ineffective accountability which are failure to govern the existing rules and 

failure to correctly apply the rules. Firstly, to failure to govern the existing rules is where the rules imposed is 

irrelevant compared to the potential benefits that can be gained when someone engages in corrupt practices. Customs 

corruption has continued to exist as customs officers are given the opportunity to make a fortune before they are 

terminated and usually the recovery of the illegal amount is smaller than the total sum they have originally received. 

Secondly, failure to correctly apply the accountability rule happens when customs officers have a lack of 

accountability to enforce disciplinary actions. For example, the rules to charge corrupt customs officers are clearly 

stated but these are not being enforced correctly. Therefore, the perpetrators of customs corruption will go on 

unpunished.  

2.2 Internal Control 

Internal control is one of the most important mechanisms for organizations to monitor and control their operations. 

According to the Auditing Practices Board (APB, 1995) the internal control system can be defined as a whole set of 

controls and financials which enables management to run an efficient business, safeguard assets and protect 

themselves against errors and fraud. Based on Jones (2008), effective internal control procedures must consist of five 

main components, which include control environment, risk assessment, information and communication, monitoring 

and control activities. Thus, internal control is important and every organization must implement a good internal 

control procedure in their organization. The public sector is also not excluded from implementing a good internal 

control system, more so as they are responsible in handling public funds and trusts. According to Holtfreter (2004), a 

good system of internal controls will help to deter and prevent corruption from occurring within the organization. 

In relation to customs corruption, poor internal control occurs when the customs management fail to implement a set 

of controls to monitor and manage their whole operation. Customs often deal with imports and exports of goods, thus, 

these activities will give the customs officials the opportunity to seize these goods illegally and use them for their 

own private benefit. Due to an inefficient internal control system such as lack of segregation of duties, physical 

safeguards, independent checks, proper authorization and proper document and records, the customs officers can 

easily disobey the rules and regulations that have already been set in the internal controls. Furthermore, with regards 

to procedures such as charges and penalties imposed by customs, the customs officers are free to manipulate the way 

they exercise their controlling rights. This usually occurs due to lack of proper implementation of internal controls 

(McLinden, 2005; Wonyra, 2018). 

2.3 Discretionary Power 

Discretionary power is a power granted to the officials by statute or delegation. This power does not impose an 

obligation on a decision-maker to exercise it or to exert it in a particular manner. The power must be exercised in 

accordance with legal requirements. It must be used reasonably, impartially and with the aim of avoiding oppression 

or unnecessary injury. Furthermore, Davis (1972, pp.4), defined discretion as follows: “A public officer has 

discretion whenever the effective limits on his power leave him free to make a choice among possible cause of action 

or inaction”. According to Wade and Forsyth (1994), discretionary power can be easily recognized by the permissive 

statutory language that confers them. It is a signal by the use of words in empowering provisions such as “may” or 

“it shall be lawful”. This concept gives the idea of an absence of decisive rules and regulations governing an 

economic activity, which can also be used to manage all types of contingencies that could arise (Myint, 2000). 

Therefore, it gives the relevant officials flexibility in interpreting and implementing the rules. In addition, Apaza 
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(2012) stated that bureaucrats‟ expertise allow them to exercise discretion in the delivery of public services. It is 

intended to increase effectiveness and efficiency. However, discretion may be used as a tool for corruption. 

Nevertheless, a decision on whether or not to reduce bureaucrats‟ discretion depends on the public service being 

delivered. 

In relation to customs corruption, discretionary power gives the idea that management gives customs officers 

extensive discretion in their daily routine operations. Customs officers are the primary enforcers of various customs 

procedures such as differential tariffs, anti-dumping measures, rules of origin, trade embargoes and quantitative 

restrictions (Gill, 2001; Tyagi & Siddiqui 2017). These procedures are complex because different aspects of import 

and export controls are being used. Import of goods is based on the guidelines on the goods that can be easily 

imported and prohibited goods must be subjected to import license requirements. Meanwhile, export of goods is 

based on granting incentives to these goods in specific preconditions. Thus, complications like these give customs 

officers great discretionary power in applying the procedures according to the situations at hand. This can make it 

more difficult for legal authorities to charge the irresponsible officers at any given time, thus, allowing these customs 

officers to have more discretion in their daily routine operations. According to Tarar (2010), customs procedures are 

often outdated and must be amended regularly to keep it up-to-date with changing circumstances. By not doing so, a 

customs officer has a high discretion to disobey the rules and avoid getting caught by legal authorities. In addition, 

some officers did not refer to the quoted prices given by the customs management. This situation will give the 

customs officers wider discretion to value the goods and assess the customs duty and taxes. 

2.4 Underpinning Theoretical Perspectives 

2.4.1 Agency Theory 

According to Jensen and Meckling (1976), agency theory is a contract whereby one or more persons (principal) 

engage another person (agent) to perform some service on the principal‟s behalf. This usually involves delegating 

certain decision-making authority to the agent. The principal will provide some capital to the agent thus, assuming a 

level of risk. The principal also expects the agent to perform a specific job, to run and control the organization, 

protect the principal‟s interest and act responsibly as a steward. Therefore, the agent must act honestly in the 

principal‟s best interest.  

However, the agency theory problem is the principal‟s goals may differ from the agent‟s goals. The self-interest 

factor suggests that the agent is motivated to pursue his personal desires. According to Eisenhardt (1988), agency 

theory is based on assumptions that agents are rational. However, they possess a strong sense of self-interest and are 

risk-averse individuals. Risk aversion implies that agents may shift as much risk as possible to the principal when 

acting on their own behalf. Besides that, the agent can also exploit the situation and give disadvantages to the 

principal. Thus, the agent‟s behavior will work against the interest of the principal. The principal is often not privy to 

what the agent is doing. This situation will create a conflict of interest between the principal and the agent. In fact as 

Moe (1984) noticed, there is no guarantee that the agent will do what is in the best interests of his principal. By the 

same token, there is no guarantee that the agent will not be involved in corruption. The likelihood of corruption 

definitely threatens the principles of the agency theory. 

According to Rothstein and Toerell (2008), the principal-agent relationship is a useful analytical framework to 

explore the factors that influence corruption between principal and agent in the public sector. Their study has found 

that corruption occurs when the agent practices low accountability and high discretionary power against the 

principal‟s instruction. Other studies by Banfield (1975) and Rose-Ackerman (1975) also supported the usage of the 

principal-agent model to determine the factors that influence corruption. Banfield (1975) found that a main factor 

that influences the agent‟s decision to be involved in corrupt activities is when an agent does not follow the internal 

control procedures given by the principal. In addition, Rose-Ackerman (1975) stated that an agent engages in corrupt 

activities and has conflicts of interest with the principal when the agents have monopoly power over the client. Weak 

accountability of the agents to the principal also fuels the likelihood of these agents being involved in corrupt 

practices. Hence, this model will focus on the relationship between the principal (top level government) and the 

agent (an official) who takes bribes from a private individual interested in the governments‟ goods. This can be 

applied to the situation in the Royal Malaysian Customs Department whereby officers and staffs may have 

conflicting interests when performing their duties and thus, will result to corruption. In the Royal Malaysian Customs 

Department, the customs officers are the agents of the principal (the federal government) to realize the goals and 

objectives of the federal government. Therefore, the agent‟s (customs officer) goals must be in conformity with the 

principal‟s (the federal government) goals to achieve efficient reform.  
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The agency theory objective is to determine the optimal contract between principal and agent. Thus, this theory can 

be used as a relevant perspective in identifying various factors behind principal and agent differences when carrying 

their duties that lead to corrupt practices. This theory is also useful in understanding the factors that influence 

corruption (level of accountability, internal control and discretionary power) between the principal (Federal 

Government) and the agent (Royal Malaysian Customs Officer). 

3. Hypothesis Development 

3.1 Level of Accountability and Corruption 

The concept of accountability refers to the proper observance of rules and regulations and the requirement that the 

customs officers will be held accountable for their actions. Many prior studies found that there is a negative 

relationship between control of corruption and accountability. When officials have high accountability, they tend to 

be less involved in corrupt activities and can do a better job in controlling corruption (Brewer et al., 2007; Unaam, 

Adim & Adubasim 2018). Moreover, it also can increase their enforcement for business conduct and detecting fraud 

and corruption (Mirenda and Tewarie, 2014; Wadmany & Melamed 2018). Some researchers claim the importance 

of implementing high level of accountability and transparency will likely reduce corruption. It observed that when 

legal officials do not disclose the legal report regarding the organization‟s information when they are required to do 

so, a rise in corruption occurs (Schaeffer, 2002; Stapenhurst and Langseth, 1997). Furthermore, a practice of high 

accountability able the government to separate the power between the legislature, executive, judiciary, media and 

others to combat corruption (Osborne, 2004), reduce the political corruption (Ionescu, 2015) and decrease the 

occurrence of autocratic systems whereby one person rules with unlimited authority (Mota and Carson, 2016). Hence, 

the first hypothesis is proposed as follows: 

H1: There is a significant relationship between level of accountability and the perception on corruption in the Royal 

Malaysian Customs Department. 

3.2 Internal Control and Corruption 

To ensure that customs officers are all able to mitigate corruption, they need to know and follow the internal control 

procedures; otherwise, it can negatively affect the customs department as a whole. Prior literatures found that there is 

negative relationship between internal control and corruption. Weak internal control is susceptible to corporate 

corruption (Ge et al., 2014), it also increase the probability of management to practice corruption and make the 

organization unreliable in the eyes of investors (Lansiluoto et al., 2016; Umaru & Ombugus 2017) and create 

negative impact on the organization (Sun, 2016). In addition, other studies found that when strong internal controls 

are adopted in the organization, it will likely improve the investment decision (Cheng et al., 2013), increase the 

firm‟s operating efficiency and performance (Feng et al., 2015), reduces the unintentional errors in the financial 

reporting and consequently, a more accurate financial input is achieved and corruption is reduced (Ashbaugh-Skaife 

et al., 2008).  

However, a study made by Lin et al. (1998) contradicted these findings whereby it is indicated that policy-driven 

changes in the internal control system and its procedures are less effective in reducing corporate corruption. Hence, 

the second hypothesis is proposed as follows: 

H2: There is a significant relationship between internal control and the perception on corruption in the Royal 

Malaysian Customs Department. 

3.3 Discretionary Power and Corruption 

The concept of discretionary power comprises the idea of an absence in the rules and regulations that govern an 

economic activity. Discretionary power gives the customs officer some flexibility in interpreting and implementing the 

rules. Many prior literatures found that there is positive relationship between discretionary power and corruption. The 

studies found that corruption is linked to discretionary power being misused in order to violate an explicit or implicit 

agreement (Schweitzer, 1991). Moreover, the abuse of discretionary powers can lead to errors and corruption (Swart, 

1996), and in the long term, this will create economic disparities, reduce economic developments and decrease 

entrepreneurial investments (Eagles, 2015). A firm might practice corruption to get a discretionary judgement in their 

favour (Tenenbaum, 1996). Furthermore, study by Colombatto (2001) stated the practice of high discretionary power 

should be removed to eliminate corruption. Likewise, Gwilliams and Gorham (2015) also supported the view that 

when public officials exercise discretion, bias judgements and poor decisions occur as a result. 

However, some researchers disputed these findings where it is declared that practice of high discretionary power is 

necessary for a society (Schalkwyk, 2004) and it is good to give discretion to the bureaucrats since they have the 
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expertise to do their jobs well (Merton, 1957). Furthermore, Cook (2000) also argued that bureaucrats deserve 

discretion because they conduct themselves with integrity and exercising high discretion is wise for public officials 

(Bol et al., 2015). Therefore, the practice of discretionary power is the right thing to do, as it will not lead to corruption. 

Thus, the third hypothesis is proposed as follows: 

H3: There is a significant relationship between discretionary power and the perception on corruption in the Royal 

Malaysian Customs Department. 

4. Methodology 

This study focused on the perceived factors for customs corruption in the Royal Malaysian Customs Department. In 

this study, the dependent variable is perception on corruption, which can be explained by multiple factors such as 

level of accountability, internal control and discretionary power (independent variables). The data was collected 

using stratified random sampling and the questionnaires was personally administrated by the researcher to a total of 

180 customs officers in nine departments in Kelana Jaya; which are, Enforcement Department, Compliance 

Management Department, Customs Department, Good and Service Tax Department, Technical Services Department, 

Management Services and Human Resources Department, Corporate Planning Department, Legal Department and 

Information Technology Department.  

The surveys were distributed directly to the officers at the middle of March 2016. In order to maximize the response 

rate, purposive sampling was used in data collection. The initial surveys involved officers participated in the 

Appreciation Event held on April 2016, General Meeting held on early May 2016 and Good & Services Tax Seminar 

held on mid-May 2016. Six weeks after the initial distribution a total of 149 surveys had been completed. A 

follow-up visit and telephone calls in mid-May 2016 resulted in a total of 166 surveys being completed and returned. 

Therefore, this research has achieved an overall good response, as the response rate for this research is 92%. 

According to Hagger et al. (2003), a good research should achieve a response rate of more than 50%, 60% or 75%.  

4.1 Measurement of the Variables 

To measure the variables, this study used the 5-point Likert scale consist of 10 questions each for each variables. For 

the perception on corruption, the participants were asked on seven common aspects such as corruption in public 

officials, strength and effectiveness of anti-corruption efforts, international outlook, awareness, cautionary steps and 

public life. Moreover, for the level of accountability, the participants were asked on six common aspects such as 

effectiveness, quality, transparency, competence, compliance, and recording and reporting standard. In addition, for 

the internal control, the participants were asked on five common aspects such as good control environment, good 

control activities, good risk assessment, monitoring and good communication and information. Lastly for the 

discretionary power, the participants were asked on three common aspects such as self-determination, impact and 

power distance. 

4.2 Reliability of Instruments 

The reliability test was conducted to ensure that the measurement of the variables consistently reliable. According to 

George and Mallery (2003), the reliability test can be interpreted by using the rule of thumb. Based on Table 1, the 

Cronbach‟s Alpha for the Perception on Corruption subscale has high reliability where the Cronbach‟s α = .845 with 

10 items which is also considered as good consistency by George and Mallery (2003). Level of Accountability and 

Discretionary Power subscales also had high reliability where the Cronbach‟s α = .825 and .880 with 10 items each. 

This also showed that both the independent variables had good consistency based on George and Mallery (2003). 

However, the Internal Control subscale had average reliability where the Cronbach‟s α = .784 with 10 items which is 

considered as acceptable consistency by George and Mallery (2003). All the dependent and independent variables 

have a total of 40 items with all variables consisting of 10 items each.  

 

Table 1. Reliability test 

  Cronbach‟s Alpha N of items 

Perception on Corruption .845 10 

Level of Accountability .825 10 

Internal Control  .784 10 

Discretionary Power .880 10 
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5. Findings and Discussion 

5.1 Pearson’s Correlation Coefficient Test 

This study conducted a Pearson‟s correlation coefficient test to measure the strength between the variables. Hinkle, 

Wiersma and Jurs (1998) have indicated a certain interpretation on the coefficient value whereby their study 

displayed that a coefficient with a range from .90-1.00 has a very high (positive/negative) correlation. Then, a 

coefficient with a range from .70-.90 has high (positive/negative) correlation. Next, a range from .50-.70 coefficient 

indicates moderate (positive/negative) correlation where else a coefficient range from .30-.50 has a low 

(positive/negative) correlation. Lastly, a coefficient range from .00-.30 has a little (positive/negative) correlation. 

Based on Table 2, it shows that there is a high negative correlation with a coefficient of r = -.752 with p-value less 

than .01 between Perception on Corruption with the Level of Accountability. This could indicate there is a negative 

relation between the two variables whereby an increase in perception on corruption will likely decrease the level of 

accountability and vice versa. In addition, there is a moderate negative correlation with a coefficient of r = -.574 with 

p-value less than .01 between the Perception on Corruption and Internal Control. This could also indicate that there 

is a negative relationship between the two variables, where an increased perception on corruption will likely result to 

a decrease in internal control and vice versa. However, the result in this study demonstrated that there is a low 

positive correlation with a coefficient of r = .375 with p-value less than .05 between Perception on Corruption and 

Discretionary Power. This could imply a positive relationship between the two variables, where an increase in 

perception on corruption will likely increase the discretionary power and vice versa. 

 

Table 2. Pearson‟s correlation coefficient test 

  (1) (2) (3) (4) 

Perception on Corruption (1) 1.000    

Level of Accountability (2) -.752** 1.000   

Internal Control  (3) -.574** .468* 1.000  

Discretionary Power (4) .375* .644** .689* 1.000 

Note: *p < .05, **p < .01 

 

Meanwhile, the study found that there is a low positive correlation with a coefficient of r = .468 with p-value less 

than .05 between Level of Accountability with Internal Control. This could indicate that there is a positive 

relationship between the variables, meaning that an increase in the level of accountability will likely increase the 

internal controls and vice versa. In addition, the study found that there is a moderate positive correlation with a 

coefficient of r = .644 with p-value less than .01 between Level of Accountability and Discretionary Power. This 

could indicate that there is a positive relationship between the variables, whereby an increase in the level of 

accountability will likely increase the discretionary power and vice versa. Lastly, the study also found that there is a 

moderate positive correlation with a coefficient of r = .689 with p-value less than .05 between Internal Control and 

Discretionary Power. Therefore, it shows that there is a positive relationship between the variables, and thus 

suggesting that an increase in internal control will likely increase the discretionary power and vice versa. 

5.2 Multicollinearity Test 

Multicollinearity test was carried out to examine the existence of a strong correlation between two or more predictors 

(independent variables) in a regression model. This test was also used to avoid bias in a model with the existence of 

two or more predictors. According to Field (2013), if multicollinearity exists between predictors, it becomes 

impossible to obtain unique estimates on the regression coefficients. One way of identifying multicollinearity is to 

look at collinearity diagnostics, which is the variance inflation factor (VIF). The VIF indicates whether a predictor 

has a strong linear relationship with the other predictor. Related to the VIF is the tolerance statistic, which is the 

reciprocal (1/VIF). According to Bowerman and O‟Connell (1990), if the VIF is larger than 10 then there is cause for 

concern and the regression may be biased. In addition, Menard (1995) stated that if the tolerance is below .2, a 

potential problem is indicated. Moreover, Field (2013) stated that a good model is when the VIF is less than 10 and 

tolerance is between the range of .2 and .9. 
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Therefore, based on Table 3, the VIF for all three independent variables is below ten. This indicates that the variables 

are suited to predict the independent variables and the variables are not biased. Meanwhile, the tolerance for all the 

independent variables falls within the range of .2 and .9, which indicates that there is no potential problem in these 

variables. It can be concluded that this study is in good motion and it is in good fit. Thus, the study may proceed to 

run the multiple regression test. 

 

Table 3. Multicollinearity test  

  VIF Tolerance (1/VIF) 

Level of Accountability  1.043 .959 

Internal Control  1.059 .944 

Discretionary Power 1.051 .951 

 

5.3 Multiple Regressions Test 

The multiple regression test was conducted to predict the value of a dependent variable based on the value of the 

independent variables. This test was also done to explain the effect of changes in the independent variables towards 

the dependent variable. In other words, a multiple regression was calculated to predict the perception on corruption 

based on the level of accountability, internal control, and discretionary power. 

Table 4 shows the results obtained from conducting the multiple regression test. A significant regression equation 

was found F (3,162) = 104.639, p < .001, with and 𝑅2 of .660 and adjusted 𝑅2 of .648. Based on the 𝑅2 of .660, 

this indicates that perception on corruption is influenced by 66% by level of accountability, internal control and 

discretionary power, while the rest (100% - 66% = 44%) is explained by other causes. In addition, the F value of 

104.639 is significant at p < .001, this implies that the multiple regression models can be used to predict the 

perception on corruption. In other words, level of accountability, internal control and discretionary power are 

simultaneously significant effects on the perception on corruption. This study on the Royal Malaysian Customs 

officials predicted that perception on corruption is equal to the following formula: Perception on Corruption = 

14.991 - .502 (Level of Accountability) - .758 (Internal Control) + .387 (Discretionary Power), whereby the level of 

accountability, internal control and discretionary power are measured as percentages. The percentage of corruption 

decreased by 50.2% for each level of accountability, decreased by 75.8% for each internal control and increased by 

38.7% for each discretionary power. In other words, a decrease in corruption will likely increase the level of 

accountability, increase the internal control and decrease the discretionary power. Therefore, level of accountability, 

internal control and discretionary power are significant predictors of the perception on corruption. 

 

Table 4. Multiple regression test on the perception on corruption 

Variables B Std. Error β 

Constant 

Level of Accountability 

14.991 

-.502 

3.065 

.062 

 

-.512** 

Internal Control -.758 .101 -.495*** 

Discretionary Power .387 .085 .299*** 

𝑅2 

Adjusted 𝑅2 
 

.660 

.648 
 

F  104.639***  

Note: * p < .05, **p < .01, *** p < .001 

 

6. Results and Discussion 

The result of this study provides information regarding the Customs officials‟ perception on corruption. The major 

finding of this study is that a significant relationship exists between the level of accountability, internal control and 
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discretionary power with the perception on corruption. Firstly, this result supports the studies that emphasized the 

importance of the level of accountability as one of the factors influencing corruption (Brewer et al., 2007; Mirenda 

and Tewarie, 2014, Schaeffer, 2002; Osborne, 2004; Stapenhurst and Langseth, 1997; Ionescu, 2015; Mota and 

Carson, 2016). The result showed that there is a high influence of level of accountability towards corruption. As 

Koberg et al. (1999) stated accountability tends to enhance capabilities, provide opportunities for effective problem 

solving and encourage individual trust, thus enabling individuals to combat corruption. Based on the multiple 

regression results in this study, it denotes that accountability provides a negative relationship with corruption. When 

belief in the accountability of an individual such as his credibility, reliability, competence, and transparency 

increases, the overall corruption decreases. This result might mean that when individuals become aware that they 

will be held accountable for their wrongdoings, and they believe that every individual must be competent, reliable, 

credible and transparent, they will probably be willing to complete their tasks or jobs without errors and on a timely 

manner. Thus, this will then reduce the perception on corruption. Therefore, this predicts that the level of 

accountability is a good variable and hence, its influence towards the perception on corruption can be examined. 

Secondly, this result also supports studies that advocated the importance of internal control as one of the factors 

influencing corruption (Ge et al., 2014; Feng et al., 2015; Cheng et al., 2013; Ashbaugh-Skaife et al., 2008; Sun, 

2016; Lansiluoto et al., 2016). The findings show that there is a high influence of internal controls towards 

corruption. As Jiang et al. (2010) stated, a strong internal control lowers the risk of corruption. This is because a 

stricter internal control and monitoring environment would make it harder for the management to engage in corrupt 

activities that are harmful to stakeholders. Based on the multiple regression result in this study, internal control has a 

negative relationship with corruption. This result provides an idea that when an organization adopts a strong internal 

control system, the opportunities for individuals to engage in corrupt activities will be much less. However, the 

effectiveness of internal controls might be compromised if management decides to ignore the internal control 

procedure and override it at will. Therefore, this predicts that internal control is a good variable and thus, its 

influence towards the perception on corruption can be studied. 

Thirdly, this result also endorses studies that stressed upon the importance of discretionary power as one of the 

factors influencing corruption (Schweitzer, 1991; Swart, 1996; Colombatto, 2001; Tenenbaum, 1996; Eagles, 2015; 

Gwilliams and Gorham, 2015). The result demonstrates that discretionary power has a high influence on corruption. 

Discretionary power reflects autonomy in the initiation and continuation of work behavior and processes such as 

making decisions about work methods, effort and pace (Spector, 1986). The study by Spector (1986) also noted that 

organizations that practice high discretion towards their management in decision-making processes would create 

corruption on a larger scale. Based on the multiple regression test result, this study has found that there is a positive 

relationship between discretionary power and corruption. This result put forward the insight that when individuals 

have high discretionary power in workplaces, the more likely they will engage in corrupt activities. This issue is 

similar to Denmark‟s (1993) findings in which he discovered that the higher the discretionary power, the higher the 

likelihood of individuals perceiving themselves to be corrupt. Thus, an individual who holds great discretionary 

power will feel more at ease to be involved in corrupt activities. Although a higher position does not necessarily 

provide more power for customs officials but it certainly strengthens the position of the official in question. As a 

consequence, these officials are able to conduct corrupt activities without being questioned. Hofstede (1993) also 

discussed that individuals with centralized authority are more accustomed to having high discretionary power thus, 

enabling them to practice corrupt activities. On the other hand, individuals working in decentralized organizations 

are more adapted to having lower discretionary power where everyone is being treated equally, are consulted upon 

and work is being delegated by a higher authority. Therefore, this predicts that discretionary power is a good variable 

and hence, its influence towards the perception on corruption can be studied. 

Lastly, this result also supports prior studies that emphasized the usage of the Agency theory for corruption 

(Rothstein and Toerell, 2008; Banfield, 1975; Rose-Ackerman, 1975). Theoretically, the presumption made in the 

Agency theory is that the principal (federal government) and the agent (Royal Malaysia Customs officer) have 

certain conflicts of interest between them and the agent also exploits the authority given to him for his own private 

benefits. The agency theory problem specifies that the principal‟s goal may differ from the agent‟s goal. According 

to Alchian and Demsetz (1972), when conflicts of interest exist in an organization, it will eventually lead to 

corruption. Thus, the principal must monitor the agent‟s performance or attempt to align the agent‟s interest with the 

principal‟s interest. This will help to reduce conflicts of interest as well as corruption. Based on the results of this 

study, the Agency theory problem, which refers to the principal and the agent having a conflict of interest between 

each other, is accepted. This is because there could be a possibility that the agent (Royal Malaysian Customs officers) 

may exploit the authority given by the principal (Federal Government) when they practice low accountability, low 
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internal control and high discretionary power in their jobs and result to engage in corrupt activities. Therefore, the 

Agency theory is a good underpinning theory to be used to study the influencing factors on corruption.  

After conducting and reviewing the statistical analysis, the result of the hypotheses testing that was presented in the 

previous chapter is determined whether it can be accepted or rejected. The statistical analysis using the Pearson‟s 

Correlation Coefficient Test has proven that there is an existence of a relationship between the variables. Meanwhile, 

the Multiple Regression Test has also proven that the result accepted all the predicted hypotheses in this study. 

Therefore, based on Table 5, it shows that all the hypotheses that were predicted in this study are accepted. 

 

Table 5. Hypotheses and results 

Hypotheses Prediction Result 

H1: There is a significant relationship between level of accountability 

and perception on corruption in the Royal Malaysia Customs 

Department. 

-ve Accepted 

H2: There is a significant relationship between internal control and 

perception on corruption in the Royal Malaysia Customs 

Department. 

-ve Accepted 

H3: There is a significant relationship between discretionary power and 

perception on corruption in the Royal Malaysia Customs 

Department. 

+ve Accepted 

 

7. Summary and Conclusions 

The findings found that level of accountability and corruption are related with each other as there is a negative 

relationship between these two. When there is a decrease in the level of accountability of an individual, it will likely 

increase the chances of him engaging in corrupt activities. Many of the officers in the Royal Malaysian Customs 

Department practice high accountability where they must follow the Code of Conduct to avoid getting penalized by 

the federal government. Hence, any officer who goes against the Code of Conduct will be held liable for their actions. 

This is consistent with the establishment of the integrity branch in the Royal Malaysian Customs Department in 2013. 

This branch was established to integrate all management matters related to the integrity and accountability of officers 

under an umbrella that is specifically intended to implement a more focused and structured system. Thus, the 

elements of integrity, accountability, prevention, compliance and detection of misconduct can be enforced efficiently 

and optimum success can be achieved.  

The findings also discovered that internal control and corruption have an influence on each other as there seems to be 

a negative relationship between both variables. When there is a decline in the internal control procedure in an 

organization, it will likely increase the probability of an individual in the organization to be involved in corruption. 

The Royal Malaysian Customs officers have their own internal control policies and procedures that their department 

needs to strictly abide. Accordingly, the Royal Malaysia Customs Department (RMCD) Strategic Plan 2015-2019 

was launched. This strategic plan is a formal written document that contains the department‟s policies and 

procedures as well as programs to achieve strategic goals of the organization in a timely manner. The main 

components of the strategic plan include the vision, mission, strategic issues, strategic trust and actions plan for all 

customs officers. It is a guide for all officers to follow in order to increase the internal controls of the department and 

it is hoped that by doing so, the department will be a leading world-class agency.  

In addition, the findings also found that discretionary power has a strong impact on corruption in the Royal 

Malaysian Customs Department as there is a positive relationship between these two. When there is an increase in an 

individual‟s discretionary power, it will likely increase the chances of the individual to be implicated in corrupt 

activities. The Royal Malaysian Customs officers are strictly forbidden from practicing high discretion towards their 

customers as it is against their ethical code of conduct to do so. There is also the perception that customs officers do 

not practice high discretionary powers in their department. This is supported by evidence from the customs 

department itself whereby officers are given the Customs Act 1967 which prohibits them from engaging in corrupt 

activities using their discretionary power. If a customs officer commits any wrongdoings, he will be penalized and be 

held liable for his actions. Therefore, corrupt activities will lessen when customs officers have less discretion.  
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The result in this study has proven that the Royal Malaysian Customs Department are aware of corruption cases 

occurring in their department. They also perceive that corruption in their department may have been influenced by 

the three predictors in this study, which are level of accountability, internal control, and discretionary power. 

However, more improvements are still needed in the near future to fully combat corruption and to also prevent 

incidences of corruption from becoming worse.  

The findings in this study offer knowledge to the Royal Malaysian Customs regarding the risk of corruption in their 

own department. The outcome of this study will raise awareness amongst customs officers regarding corrupt 

activities in their department. Most customs officers are certainly aware of these activities but they might be too 

afraid to take any actions. Thus, this study aims to shed some knowledge on how to combat corruption and create a 

better and healthier environment for the customs department. Moreover, this study contributes to the present 

literature on corruption in Malaysian public sector organizations. Accordingly, academicians and researchers may 

develop new frameworks or techniques on other influencing factors of corruption that will be helpful in determining 

the cause of corruption and how to combat it.  

The limitation in this study is the scope of this study is limited to determining the influence of level of accountability, 

internal control, and discretionary power in pervasive corruption in the Royal Malaysian Customs Department. A 

review of the literature shows that there are many factors that can cause customs corruption such as the political 

environment, transparency, personal and monopoly. Consequently, the process of obtaining information was 

extremely difficult with regards to the sensitivity of the Royal Malaysian Customs Department. The findings can 

only be interpreted using the questionnaire rather than an in-depth interview with key important personnel.  

The findings of this study are encouraging as it exposes a number of areas for further research. The first 

recommendation would be to investigate the relationship between certain personality factors. The findings of this 

study did not investigate personality factors such as trust, wages and salaries and others. Some researchers may find 

that corruption only happens because of external factors only and not due to internal factors. Therefore, it is wise to 

do further extensive research on the personal factors that may contribute to corruption. Second recommendation is to 

conduct in-depth interviews and focus groups discussions with a follow-up sample of respondents because it may 

generate additional information as compared to what was obtained using survey instruments only. 
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