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the authors argue whether the Corporate Governance characteristics influence the firm performance of Non-
Financial Firms in Bangladesh. In this study, three types of industries like pharmaceutical, cement, and food
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Introduction

n Bangladesh, the question of corporate

Governance in business sector becomes more
relevant keeping in view the dominance of business
organizations as a sine a quinine of economic
progress. Corporate Governance may be construed as
a system of managing large enterprises with the tools
of planning, organizing, directing, coordinating, and
controlling with a view to achieve both individual and
corporate goals. As per provisions of the companies
Act 1994 (which is practiced in Bangladesh), ‘Board
of Directors’ is responsible for the good governance
of their companies. Thus, good governance is a system
to ensure that the company is managed is the best

interests of all stakeholders and other various interest
groups.

To study Bangladesh in growing economy is a good
topic for study. There are two side of the study of
Corporate Governance on is the wealthy economic
situation and second side increases queries regarding
the sustainability. It will be mentioned that from
last 30 thirty years, the gross national product of
Bangladesh is notable expedition. The Gross Domestic
Product (GDP) progress of Bangladesh is exception
is 5.69 from 1994 to 2016 and going to improving
to 7.10 in 2019. The Bangladesh government keep a
target till 2021 for the achieving the Middle Income
Country (MIC) position in the world economic by
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make sure to maintained his Gross Domestic Product
annual 8%. However, on the other side the country
economic position is not good for the obtaining of
GPD to annually 8%. According to (Sobhan and
Bose, 2019; Hasan and Song, 2013; Francis ez al,
2012) that contempt this healthy improvement rate
of the Bangladesh, the country is still in poorest
position overall the world. If the Bangladesh want to
achievement of position in MIC in world economic
market its need to manage and maintain all the sector
which performing a good role for the improvement
of the growth GDP. However, on the contrary, the
country is facing multiple corporate flattery growing
year by year. A few examples of its corporate flattery
is Modern Food Ltd, Hallmark Bismillah Groug and
Oriental Bank. In corporate flattery, the failure of two
stock market performance also very highlighted in
1996 and 2011.

The conflicting summary is not unusual in
Bangladesh, preferably most of the countries are
working in same position, which certain countries
working on managing best governance position and
developing their codes. In these regards, multiple
studies have been conducted to emphasizing on the
important of improvement and judgment the level of
resists. According to Reeze at al. (2002), they proved
through experiment that the exposure of resists have
positive affect on the stock market. In addition,
according to Abbas at al. (2013); Bohren and Strom
(2010); Rehman and Khatun (2017) it is depicted
that if the performance has improved it will also
have positive affect on the stock market. The results
of study non-affect increase to admit the countries
to find out the difference between the conventional
and originally which performance relevant action
for the improvement of code (Muttakin ez al., 2012).
According to (Costa, 2015), the report of corporate
governance working is the best practices amount the
developing countries, since the corporate governance
is helps to best change in governance standard which
good result to financing, the cost of capital will low,
good performance and pleasant help of all shareholder
and stock holders and necessary for the Bangladesh to
implement the good governance practices. According
to Claessens and Yurtoglu (2013), study depicts that
the practices of Corporate Governance are performed
the keyrole in the economy especiallyin the developing
countries because its relief the enhance the corporate
governance characteristics, which in revolve advantage
companies concluded highly entrée to financing, the

capital cost going to lower side, great outcome and
convenient care of all stockholders and shareholders
and it is because it is the essential for Bangladesh
to guarantee its better governance characteristics if
Bangladesh want achieve it blooming objectives. A
survey by Whiting ez al., (2015) examined form 2007
and 2011 and argued that the chief executive officer
has a great connection with maximum level of tax
escape. The result of study by Armstrong ez al. (2013)
depicts that the connection between risk-taking
equity benefit and remuneration of shareholder is
positive. The non-financial companies sectors face
little appearance because of governance prevailing.

Following the strength, Bangladesh has also
established its first contributed code of corporate
Governance in the year of 2004 and the Bangladesh
Security and Exchange Commission 1% time
introduced the Corporate Governance Regulation
for its companies in 2006 with the condition of fulfill
or define and these regulations also amended in
2012 for implementation on all the listed companies.
Even so, it is already argued that the Code have
been earning better because of the improvement
in governance prevailing. Even though some of the
studies i.e., (Sobhan, 2016; Ahmed and Yusuf, 2005;
Belal, 1999, 2001, 2002; Belal and Owen, 2007;
Imam and Malik, 2007; Siddiqui, 2010; Sobhani ez
al., 2009; Uddin and Choudhury, 2008; Uddin and
Hopper, 2003) argued that review comprehension
the governance in Bangladesh some types of new
compulsory and managerial necessities, no part has
measured awareness the degree to have companies in
Bangladesh review the level of International Standard
of Governance thoroughly assessments acquiescence
against which are depicted by the Bangladesh Code
of Corporate Governance for the year 2004.

According to Habib (2016), when chief executive
have dual charge i.e., CEO and chairman of Board
have an increase in the firm profitability on increase
of Return on Asset (ROA). According to Masud ez
al. (2017), the banking sector of listed companies of
Bangladesh between 2010 and 2015 and depicts the
results beneficial because the corporate Governance
influence on ROA, which means that in the
implementation of Corporate Governance practices
in banking sector listed companies its profitability has
increase.

Moreover, good corporate governance serves two
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essential functions, i.e., to boost firm performance
by establishing and maintaining a corporate
environment; and to encourage the employees of a
firm to enhance the corporate operational efficiency.
Therefore, it is essential for executives and directors
to work efficiently both for interest in a company
as well as for the shareholders. In addition, it could
be achieved through implementing best practices
of corporate governance. Shareholders thought that
firm with good governance will return more free cash
flow as a dividend (Shleifeer and Wolfeenzon, 2002).
A Good Corporate Governance (GCG) reduces the
capital cost due to monitoring and auditing costs
(Drobetz et al., 2004). Good corporate governance,
improve competitiveness by improving competition
in product markets, labor productivity, level of
investment; and creating a more stable environment
in the firm.

Literature review

Substantiation from prior experiential studies from
literature has needed to verify the fulfilment of
corporate governance on a firm’s performance.

The code of Corporate Governance has highly
increasing from the last few years in the Developing
and developed countries as studied by the authors i.e.
(Alabdullah eza/.,2014; Myring and Shortridge, 2010;
Mutawaa and Hewaidy, 2010; Silveira and Saito,2009;
Hossain, 2008; Garay and Gonzélez, 2008; Parsa ez
al., 2007; Klapper and Love, 2004; Gompers ez al.,
2003; Conyon and Peck, 1998). Although, the studies
examined acquiescence are preponderantly placed
on the developed countries code. Appealingly, most
authors argued the encouraging (i.e., Akkermans ez
al., 2007; Pass, 2006; Werder ez al., 2005; Dahya ez
al., 2002). All the attributes is discussed in aspect as
under:

Duality of the CEO

While the contribution of duality to the business
does not exist, empirical studies indicate that the
Chairman or CEQO of the Board will be different
from the CEO between shareholders, institutional
investors and decision-makers (Rouf, 2011). Dahya
et al. (2009) in their report (2009) stated that
between 1994 and 2003 in 15 industrialized nations
the Chairman or Chairman would not be the same
as the Chief Executive Officer and that the UK.
The role of chairman and managing directors of an
undertaking has been separated in Europe by 84%

of the undertakings (Heidrick and Struggles, 2009).
According to Hewa-Wellalage and Locke (2011), Sri
Lanka points to the balance of power in the company
to reduce the impact of any person on the decision-
making process. Such rules suggested that in order
to guarantee a stable, fair and efficient functioning of
the board, a number of independent Board members
would be majority in a corporate duality. This analysis
thus establishes the research hypothesis:

H,: Is there is any significant effect of CEO Duality

on company efficiency?

Boards size

The relationship between a boards size and a
company’s success is two separate ways of thought.
The first think tank to make the organization more
successful (Lipton and Lorsch, 1992; Jensen, 1993;
Yermack, 1996) is championed by a smaller group.
'The second thinking college, though, believes that the
large body will increase its efficiency (Pfeffer, 1972;
Klein, 1998; Rouf, 2011; Coles ez al., 2008). Such
results show that a large board supports and guides
businesses more effectively because of the competitive
business environment and corporate culture (Klein,
1998). Therefore, there is even more information on
a wide wall. A broad board therefore tends to be ideal
for firm results (Dalton and Ctg, 1999). From the basis
of this analysis, the following is a research hypothesis:
H,: Is there is any significant effect of Board Size on
company efficiency?

Board’s committees

'The Sub-Committee oversees the company’s reporting
activities. From the Bottom the Organization Theory
Viewpoint, Fama and Jensen (1983) propose the
audit, Sub-committees of selection and remuneration
carry out different roles in the decision-making
process and in the control mechanism of a company.
Then it is possible to track firms’ operating activities
more intensively. This in effect can promote voluntary
disclosure and decrease asymmetries in information
(Collier, 1993; Fama, 1980; Vafeas, 2000). Carson
(2002) outlines the role of the audit, appointment and
remuneration committees. The audit committee plays
a crucial role in controlling companies in compliance
with the regulations. The selection committee considers
the expertise of the directors, and periodically reviews
the board’s results. The compensation committee
reports on the terms and conditions of remuneration
given to a firm’s senior management. An organization
can consider using subcommittees to ensure that
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monitoring activities are carried out effectively, in
order to implement better control and openness, and
to reduce asymmetry of information.
H,: Is there is any significant effect of Board
Committees on company efficiency?

Board’s education

'The role of the Board is to operate a business internally
(Fama, 1980). A committee is also a mechanism for
customer management (Fama and Jensen, 1983). The
effectiveness of the company should be increased by a
board of directors thateffectively manages management
decisions. It makes it possible for any Member of the
Management Board to have management expertise
such as finance, accounting, marketing, I'T; legal issues
and other related policy areas. This allows each board
member to contribute substantially to the decisions
taken by management, which are then transformed
into the results of the company (Nicholson and Kiel,
2004; Ferreira e al., 2007). On the basis of the above
analysis, a research hypothesis is formed as follows:
H,:Is there is any significant effect of Board Education
on company efficiency?

Board's gender

Since blacks and women turned out to be a greater
proportion of the work force in the new world, firms
are seeing substantial improvements in categories
of potential senior executive candidates (Berke and
Nelson, 2002). In recent years, issues of class and
minority in corporate governance have created
controversy. Dobbin and Jung (2011) concluded that
diverse teams strive to be more effective and faster in
addressing workplace challenges. In fact, the internal
decision-making processes were taken by teams with
demographic and functional perspectives, thereby
improving the consistency of the organizational
decisions. I argue further that diversity stimulates
imagination and innovation. The authors concluded
that diversity brings synergistic advantages for an
organization. The writers related back to the principle
of social diversity.

H.: Is there is any significant effect of board gender
on company efficiency?

Board’s experience

'The board members’ perspectives play a crucial role
in enhancing the organization’s efficiency. The board
members’ experience and know-how contribute
significantly to the firm’s performance. According
to restrained theory board resources associates with

more experience and know-how perform better and
effectively handle organizational problems. Hence,
the organization’s human resource officer seeks to
pick most qualified applicants during the process of
screening.

H_: Is there is any significant effect of Board

6
Experience on company efficiency?

Board’s nationality

Janis developed the idea of group-think in 1972
which was extensively debated in the 70s and 80s.
'The definition was created to describe mechanisms of
decision-making that can lead to mistakes, accidents
and terrorism types. Strategic blunders such as the
Nazi decision to attack the Soviet Union in 1941 and
Ford’s ill-fated introduction of the Edsel in 1958 are
manifestations of collective reasoning triggered by an
inadequate examination of options and goals, inability
to analyze the hazards of choice and lack of knowledge,
interpreted in a skewed manner (Sunstein, 2009).The
community thought mentality makes individuals with
views beyond the comfort zone stop sharing their
thoughts and opinions in the consensus of a committed
party. Members belonging to a certain group, in this
context, try to minimize conflictand reach consensus, to
the detriment of other objectives. The group-thinking
manifestations include a stereotyped perception of
rivals or competitors, constant rationalization and
uniformity stresses, in addition to self-censorship
related to the idea of unanimity. The factors are related
to the community leaders’ unity, alienation, lack of a
leader who fosters discussion and social and cultural
homogeneity (Sunstein, 2009).

H: Is there is any significant effect of Board
Nationality on company efficiency?

Firm size

Size is found at every firm as a significant output
determinant. Multiplying in scale has always been the
company’s goals to get an advantage on their rivals.
Scale economies the technically explain the positive
relationship between scale and efficiency. However,
other companies had low results on an annual basis
while growing in number. The reviewed literatures
established the reason behind the negative relation
between size and performance; Kouserer al. (2012)
traced the issue to the achievement of company
managers’ personal interest. Maja and Josipa (2012)
have emphasized the question of combining the
organizational income maximization motive with
managerial utility maximization. Baumol (1959)
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accepted that larger companies could contribute
to an increase in the need for teamwork, making
management activities challenging, resulting in
inefficiencies and lower revenues.

H,: Is there is any significant effect of Firm Size on
company efficiency?

Board compensation

‘There has been discussion of the relationship between
board pay and corporate governance from various
perspectives. Compensation applies to the advantages
that the company’s employees receive in return for
the job. This involves incentives, holiday pay, income
sharing, appreciation bonuses and incentives such
as equity shares, company-paid accommodation
and company-paid vehicles in some cases. Broadly
speaking, board of directors pay arrangements consist
of stocks, assets, and stock options. Empirical data
suggests that high pay has the power to suit employee
priorities. Scholars in the area of corporate governance
propose that managers be motivated to act in the best
interests of the stockholders through financial and
non-financial opportunities.

H.: Is there is any significant effect of Board

9
Compensation on company efficiency?

Hypothesis summary

The author in this study has find out the chief
executive duality, firm size, board education, board
experience, board gender, board committee, board
nationality, firm size, and board compensation effect
on the firm performance is significant or insignificant
in combined three industries like cement, food and

pharma for the period of 2010-2019.

Table 2: Proxy and measurement.

Materials and Methods

In this study, the authors have deployed the qualitative
research method because the data are available in
numerical form on the websites of non-financial firms
of Bangladesh. The data is collected from annual reports
of the pharmaceutical, cement and food companies
listed on Dhaka stock exchange of Bangladesh through

the internet from the company websites.

In this study, the proportionate sampling technique
has used because the sampling data has been collected
based on availability and size of firms. This study
has conducted on three industries, namely, cement
industry, food industry and pharmaceutical industry in
Bangladesh. Thetargetednon-financial firms’population
includes 53 firms in Bangladesh from 3 sectors. The
sample size is selected through (Yamane, 1967).

Table 1: 7he sample size from each industry is calculated

are given below.

Food
17*28/53=9 29*28/53=15

Cement Pharmaceutical

7*28/53=4

Country
Bangladesh

The dependent variables i.e., Return on and Assets
(ROA) and Tobin’s Q_and independent variables i.e.,
chief executive duality, board size, board committees,
board education, board gender, board experience,
board nationality, firm size and board compensation
has studied in this paper. The following econometrics
model will be used:

Proxy and measurement
'The following proxy and measurement will be used in

the paper.

S.No Definition Proxy Measurement

Dependent variables

1 Return on asset ROA Net income of the firm divided by total assets of the firm

2 Tobin’s-Q_ TQ. Total value of the firm in market divide by total assets of the firm

Independent variables

1 CEOQO duality CEDU  Coded "1" if the firm chairman also working on the position of CEO and "0" otherwise

2 Board size BRSIZ  Number of total board members

3 Board committee  BRCMT Number of total board committees

4 Board education BREDU  Percentage of supervisors having financial education

5 Board gender BRGDR Number of women present on the board

6 Board experience  BREXP  Percentage of supervisors having professional knowledge or work experience

7 Board Nationality BM Number of foreign member in Board

8 Firm size FRMSIZ The total Assets of the firms

9 Board BRCMP  Average compensation of all directors on the board; natural logarithm is taken after adding
compensation 1 to all firms to control firms that didn’t pay compensation
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Results and Discussion

Overview

In this section, the authors will briefly discuss the
collected data and use of statistical model for getting
results. In statistical analysis, the authors will find
out the mean, median, standard deviation, coeflicient
of variance, correlation and diagnostics test of all
dependent and independent variable of the study.
'The objective of statistical analysis to determine the
impact of Corporate Governance practices on the
financial performance and financial behavior of non-
financial firms in Bangladesh.

Table 3 reports the descriptive statistics of all
dependent and independent variables included in
the study. The mean ROA is 0.505, with a standard
deviation is 5.029. The difference between mean and
standard deviation is too large therefore, we conclude
that the ROA is not consistent in Bangladesh Context.
The mean of TQ is 2.27954, with a standard deviation
is 10.559. The difference between mean and standard
deviation is too large; therefore, we conclude that the
TQ_is not consistent in the Bangladesh context. The
mean CEDU is 0.228 with a standard deviation is
0.420. The difference between mean and standard
deviation is normal; therefore, we conclude that the
CEDU is consistent in the Bangladesh context. The
mean of BRSIZ is 7.235, with a standard deviation
is 1.958. The difference between mean and standard
deviation is too large; therefore, we conclude that the
BRSIZis not consistentin the Bangladesh context. The
mean of BRCMT is 1.635, with a standard deviation
is 0.885. The difference between mean and standard
deviation is normal therefore, we conclude that the
BRCMT is consistent in the Bangladesh context. The
mean of BREDU is 2.932; with a standard deviation
is 1.280. The difference between mean and standard
deviation is normal therefore; we conclude that the
BREDU is consistent in the Bangladesh context. The
mean of BRGDR is 0.742, with a standard deviation
is 0.953. The difference between mean and standard
deviation is normal, therefore; we conclude that the
BRGDR is consistent in the Bangladesh context.
The mean of BREXP is 193.818, with a standard
deviation is 80.466. The difference between mean and
standard deviation is too large; therefore, we conclude
that the BREXP is consistent in Bangladesh Context.
The mean of BN is 0.146, with a standard deviation
is 0.759. The difference between mean and standard
deviation is normal therefore; we conclude that the

BN is consistent in the Bangladesh context. The mean
of FRMSIZ is 10.240, with a standard deviation is
1.656. The difference between mean and standard
deviation is too large; therefore, we conclude that the
FRMSIZ is consistent in the Bangladesh context.
The mean of BRCMP is 499.270, with a standard
deviation is 1009.080. The difference between mean
and standard deviation is too large; therefore, we
conclude that the BRCMP is not consistent in the
Bangladesh context.

Table 3: Descriptive statistics of Bangladesh.

Variable = Mean Median Std. Dev. C.V.
ROA 0.505068 0.0491659 5.02972  9.95850
TQ_ 2.27954  0.339809  10.5590  4.63208
CEDU 0.228571  0.000000  0.420664 1.84041
BRSIZ 7.23571  7.00000 1.95875  0.270706
BRCMT 1.63571  1.00000 0.885654  0.541448
BREDU  2.93214  3.00000 1.28084  0.436826
BRGDR  0.742857 0.000000  0.953179 1.28313
BREXP  193.818  175.500 80.4668  0.415167
BN 0.146429 0.000000  0.759637 5.18776
FRMSIZ 10.2405  10.2421 1.65614  0.161724
BRCMP  499.270  209.001 1009.08  2.02111

Note: ROA stands for Return on Assets. TQ stand for Tobin’s Q.
CEDU stand for Chief Executive Duality. BRSIZ stand for Board
Size. BRCMT stand for Board Committees. BREDU stand for
Board Education. BRGDR stand for Board Gender. BREXP stand
Jor Board Experience. BN stand for Board Nationality. FRMSIZ

stand for Firm Size and BRCMP stand for Board Compensation.

Table 4 reports the correlation matrix of all dependent
variables with independent variables. If we observe the
table, we see a negative (-0.053) correlation between
ROA and CEDU. It means that the firms’profitability
goes downward. A person has the slot of the chief
executive officer (CEO) and chairmanship as well,
and our result is consistent with the previous result
found by Mesut ez a/. (2013) in turkey. The correlation
of ROA and BRSIZ observe in Table 4 we found
negative (-0.009). It means that the firms’ profitability
goes down when the board’s size is broad, and our
result is consistent with the previous result found
by Topak (2011) in turkey. The correlation of ROA
and BRCMT observe in Table 4 we found negative
(-0.0614). It means that the firms’ profitability goes
down when a firm has all the committees in working,
and our result is consistent with the previous result
found by Moreno-Gémez ez al. (2017) in Colombo.
The correlation of ROA and BREDU observe in
Table 4 we found positive (0.0076). It means that the
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firms’ profitability goes upward when the committees
of the firm have relevant education, and our result is
consistent with the previous result found by Darmadi
(2011) in Indonesia. The correlation of ROA and
BRGDR observe in Table 4 we found negative
(-0.0620). It means that the firms’ profitability goes
upward when the board has female members, and our
result is consistent with the previous result found by
Khursheed ez a/. (2016) in Pakistan. The correlation
of ROA and BREXP observe in Table 4 we found
positive (0.0180). It means that the firms’ profitability
goes upward when the committees of the firm have
relevant experience, and our result is consistent with
the previous result found by Darmadi (2011) in
Indonesia. The correlation of ROA and BN observe
in Table 4 we found negative (-0.018). It means that
the firms’ profitability goes upward when the board
has members of multiple nationality. Our result is
consistent with the previous result found by Mihaela
et al. (2018) in Roman. The correlation of ROA and
FRMSIZ observe in Table 4 we found negative
(-0.2959). It means that the firms’ profitability goes
upward when a total asset of the firm count, and our
result is consistent with the previous result found
by Mihaela ez al. (2018) in Roman. The correlation
of ROA and BRCMP observe in Table 4 we
found negative (-0.0296). It means that the firms’
profitability goes upward when the committees of
the firm have relevant education, and our result is
consistent with the previous result found by Darmadi

(2011) in Indonesia.

Table 4 reflects that the correlation between TQ_
and CEDU is negative (-0.081), which shows that
the firm trades in undervalue when a person has
the slot of Chief Executive Officer (CEO) and
Chairmanship as we and our result is consistent with
the previous work found by Mesut ez a/. (2013) in

Table 4: Correlation matrix of Bangladesh.

turkey. The correlation between TQ_and BRSIZ is
negative (-0.079), which shows that the firm trades in
undervalue when the size of the board is large, and our
result is consistent with the previous work found by
Bohren and Strem (2010) in Norway. The correlation
between TQ_and BRCMT is negative (-0.1095), so
it’s mean that the firm trades in undervalue when a
firm has all the committees in working. Our result is
consistent with the previous result found by Madhani
(2019) in India. The correlation between TQ_and
BREDU is negative (-0.0585), so it’s mean that the
firm trades in undervalue when the committees of the
firm have relevant education. Our result is consistent
with the previous work found by Darmadi (2011) in
Indonesia. The correlation between TQ and BRGDR
is negative (-0.0082), so it’s mean that the firm trades
in undervalue when the board has a female member.
Odur result is consistent with the previous work found
by Darmadi (2011) in Indonesia. The correlation
between TQ_and BREXP is negative (-0.0048), so
it’s mean that the firm trades in undervalue when
the committees of the firm have relevant experience.
Our result is consistent with the previous work found
by Joce (2018) in UAE. The correlation between
TQ_and BN is negative (-0.040), so it’s mean that
the firm trades in undervalue when the board has
multiple nationality, and our result is consistent with
the previous work found by Mihaela ez a/. (2018) in
Roman. The correlation between TQ_and FRMSIZ is
negative (-0.3479), so it’s mean that the firm trades in
undervalue when a total asset of the company count,
and our result is consistent with the previous work
found by Darmadi (2011) in Indonesia. The correlation
between TQ_and BRCMP is negative (-0.0435), so
it’s mean that the firm trades in undervalue when the
committees of the firm have relevant education. Our
result is consistent with the previous result found by

Mihaela e£ al. (2018) in Roman.

ROA TQ_ CEDU BRSIZ BRCMT BREDU BRGDR BREXP BN FRMSIZ BRCMP
ROA 1 0.9681 -0.053 -0.009 -0.0614  0.0076 -0.0620  0.0180  -0.018 -0.2959  -0.0296
TQ_ 1.0000 -0.081 -0.079 -0.1095 -0.0585 -0.0082 -0.0048 -0.040 -0.3479  -0.0435
CEDU 1.0000 0.0562 -0.0451 -0.3503 -0.0853 -0.0751 0.1304 -0.3441  -0.1387
BRSIZ 1.0000 0.4092 0.6564 0.0326 0.7464  0.3091 0.3415 0.2562
BRCMT 1.0000 0.2751 -0.2048 03372 0.0902 0.3123 0.3384
BREDU 1.0000 -0.1582  0.5709  0.2386 0.5093 0.1347
BRGDI 1.0000 0.1466  -0.052 0.0219 -0.0354
BREXP 1.0000  0.1369 0.4230 0.3024
BN 1.0000 -0.0328  0.0911
FRMSIZ 1.0000 0.3277
BRCMP 1.0000
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Table 5: Dependent variable: ROA.

Coefhicient Std. Error t-ratio p-value
Const 35.684 3.0339 11.7617 <0.00001 ek
CEDU -1.91627 1.25741 -1.5240 0.12882
BRSIZ -1.69824 0.460234 -3.6899 0.00028 o
BRCMT 0.620173 0.424764 1.4600 0.14558
BREDU 1.21727 0.753905 1.6146 0.10770
BRGDR 0.988454 0.495707 1.9940 0.04727 o
BREXP 0.0359921 0.0149847 2.4019 0.01706 o
BN 0.354489 0.374058 0.9477 0.34424
FRMSIZ -3.39677 0.278449 -12.1989 <0.00001 ok
BRCMP 1.7969e-07 0.000658102 0.0003 0.99978
R-squared 0.5234 Adjusted R? 0.4525
F(36,242) 7.3832 P-value(F) 0.0000
P-value (CT) 0.0000 P-value (BPT) 0.0000
P-value (HT) 0.0000 P-value (WT) 0.0000

Note: *, **, ** denotes significance level for 1%, 5% and 10% respectively.

Model 1: ROE= o + p1CEDU + B2BRSIZ + B3BREDU+ B4BREDU + B5BRGDR+ B6BREXP + B7BRDIV + BSFRMSIZ +

B9BRINDPit + B10BRCMP+ ¢

ROA is dependent variable and stand for Return on Assets. A is constant (intercept). BI to B10 are regression coefficients. € stands random
error. The independent variables are CEDU stand for Chief Executive Duality. BRSIZ stand for Board Size. BREDU stand for Board
Committees. BREDU stand for Board Education. BRGDR stand for Board Gender. BREXP stand for Board Experience. BN stand for
Board Nationality. FRMSIZ stand for Firm Size and BRCMP stand for Board Compensation. CT; BP1, HT and WT are diagnostic tests
and stand foe Chow test, Breusch-Pagan test, Hausman test and Wald test respectively and table of diagnostic tests are presented in appendix A.

Dependent variable return on asset

Table 5 reports the results of model 3.1 of dependent
variable ROA with all independent variables. We have
allied fixed effect model as suggested by diagnostic
test presented in Appendix A.

We observe the table we found that the coefficient
of CEDU is negative and insignificantly related
to ROA. It means that the firm’s profitability goes
downward if a person has the slot of the chief
executive officer (CEO) and chairmanship as well.
Our result is consistent with the previous result found
by Liu (2019) in Nederland, which concludes that
if chief executive officer is also working as chairman
of board, it will affect the performance of the firm
because one person cannot perform the responsibility
of two. The observation of the coefficient of BRSIZ is
negative and significantly related to ROA. It means
that the firm’s profitability goes downward and our
result is consistent with the previous result found
by Kalsie and Shrivastav (2016) in India argued
that if Board size is large and every responsibility
performed by the specific person, the result will be
better as compared to the small size of the Board. The
observation of the coefficient of BRCMT is positive
and insignificantly related to ROA. It means that

the firm’s profitability goes upward, and our result is
consistent with the previous result found by Mohd
(2016) in Malaysia argued that if Board has relevant
education have a positive effect on the performance.
The observation of the coeflicient of BREDU is
positive and insignificantly related to ROA. It means
that the firm’s profitability goes upward, and our result
is consistent with the previous result found by Mohd
(2016) in Malaysia argued that if Board has relevant
education have a positive effect on the performance.
The observation of the coefficient of BRGDR is
positive and significantly related to ROA. It means
that the firm’s profitability goes upward. Our result
is consistent with the previous result found by Ramzi
(2019) in France argued that if Board has female
members, it has a positive effect on the performance
of the firm. The observation of the coefficient of
BREXP is positive and significantly related to ROA.
It means that the firm’s profitability goes upward
when the Board has relevant experience, and our
result is consistent with the previous result found by
Musfiqur (2018) in Bangladesh argued that if Board
has relevant experience, it hurts the performance of
the firm. The observation of the coefficient of BN is
positive and insignificantly related to ROA. It means
that the firm’s profitability goes upward when the
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Board has members of multiple nationality, and our
result is consistent with the previous result found
by Fernando (2020) in Spain argued that if board
has female member, it has a positive effect on the
performance of the firm. The observation of the
coeflicient of FRMSIZ is negative and significantly
related to ROA. It means that the firm’s profitability
goes down when the firm has considerable assets.
Our result is consistent with the previous result
found by Oyelade (2019) in Nigeria argued that if
the firm size is large, it results in will negatively affect
the performance of the firm. The observation of the
coeflicient of BRCMP is positive and insignificantly
related to ROA. It means that the firm’s profitability
goes upward when the Board has some suitable
compensation or salaries, and our result is consistent
with the previous result found by Fernandes (2005) in
UAE argued that if Board has some compensation, it
has a positive effect on the performance of the firm.

The value of F is 7.38, which demonstrates that
overall data model is good fit. The P-Value (F) of
the data model is 0.000 which contrivance that the
data model is significant. The P-Value of Chow
test is 0.000 which contrivance that Chow test is
significant. The value of P-Value of Breusch-Pagan

Table 6: Dependent variable: TQ.

test is 0.000 which contrivance that Breusch-Pagan
Test is significant. The value of P-Value of Hausman
test is 0.000 which contrivance that Hausman test

is significant. The P-Value of Wald test is also 0.000

which contrivance that Wald test is also significant.

Furthermore, in Table 6 the value of R squared is
0.523, which means that the independent variable
i.e., Chief Executive Duality, Board Size, Board
Committees, Board Education, Board Gender, Board
Experience, Board Nationality, Firm Size, and Board
Compensation have 52% share in the increase of

dependent variable i.e., Return on Asset (ROA).

Dependent variable Tobin’s Q

Table 6 reports the results of model 3.1 of dependent
variable TQ_with all independent variables. We have
allied fixed effect model as suggested by diagnostic
test presented in Appendix A.

We observe the table we found that the coeflicient of
CEDU is negative and significantly related to TQ. It
means that the firm trades in undervalue if a person
has the slot of the chief executive officer (CEQO) and
chairmanship as well and our result is consistent
with the previous result found by Satwinder (2017)

Coefficient Std. Error t-ratio p-value
Const 79.107 6.08668 12.9967 <0.00001 o
CEDU -5.26689 2.52263 -2.0879 0.03786 o
BRSIZ -3.33242 0.923332 -3.6091 0.00037 o
BRCMT 1.32143 0.852171 1.5507 0.12229
BREDU 2.43539 1.5125 1.6102 0.10866
BRGDR 2.15102 0.994498 2.1629 0.03153 *
BREXP 0.0769655 0.0300626 2.5602 0.01107 o
BN 0.630075 0.750442 0.8396 0.40196
FRMSIZ -7.55526 0.55863 -13.5246 <0.00001 e
BRCMP -3.79615e-05 0.0013203 -0.0288 0.97709
R-squared 0.564712 Adjusted R-squared 0.499958
F(36,242) 8.720922 P-value(F) 3.18e-27
P-value (CT) 0.0000 P-value (BPT) 0.0000
P-value (HT) 0.0000 P-value (WT) 1.307413

Note: *, **, *** denotes significance level for 1%, 5% and 10%, respectively.

Model 2: TQ = o + B1 x CEDUit + B2 x BRSIZit + 3 x BREDUit + B4 x BREDUit + 5 x BRGDRit + B6 x BREXPit + p7 x
BRDIVit + 8 x FRMSIZit + p9 x BRINDPit + B10 x BRCMPit + €

TQ is dependent variable and stand for Tobin’s Q. A is constant (intercept). B1 to B10 are regression coefficients. € stands random error. The
independent variables are CEDU stand for Chief Executive Duality. BRSIZ stand for Board Size. BREDU stand for Board Committees.
BREDU stand for Board Education. BRGDR stand for Board Gender. BREXP stand for Board Experience. BN stand for Board Nationality.
FRMSIZ stand for Firm Size and BRCMP stand for Board Compensation. CT; BPT, HT and WT are diagnostic tests and stand foe Chow
test, Breusch-Pagan test, Hausman test and Wald test respectively and table of diagnostic tests are presented in appendix A.
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in Pakistan argued that if Chief Executive Officer is
also working as Chairman of Board, it will negatively
affect the performance of the firm. The observation of
the coeflicient of BRSIZ is negative and significantly
related to TQ. It means that the firm trades are
undervalue when the size of a board member is
extensive, and our result is consistent with the previous
result found by Vaidya (2020) in BSE argued that if
Board size is large it resultant on the firm performance
is negative. The observation of the coeflicient of
BRCMT is positive and insignificantly related to
TQ. It means that the firm trades in overvalue, and
our result is consistent with the previous result found
by Ramadan (2014) in the UK argued that if Board
has multiple committees, it has a positive effect on
the performance. The observation of the coeflicient
of BREDU is positive and insignificantly related to
TQ. It means that the firm trades in overvalue when
the Board has relevant education, and our result is
consistent with the previous result found by Darmadi
(2011) in Indonesia argued that if Board has relevant
education have a positive effect on the performance.
The observation of the coefficient of BRGDR is
positive and significantly related to TQ. It means that
the firm trades are in overvalue when the Board has
female members, and our result is consistent with
the previous result found by Tomislava (2016) in
Croatian argued that if Board has female members,
it has a positive effect on the performance of the
firm. The observation of the coefficient of BREXP is
positive and significantly related to TQ. It means that
the firm trades is in overvalue when the Board has
relevant experience, and our result is consistent with
the previous result found by Fairchild (2005) in Spain
argued that if Board has relevant experience, it has a
positive effect on the performance of the firm. The
observation of the coeflicient of BN is positive and
insignificantly related to TQ. It means that the firm
trades in overvalue when the Board has members of
multiple nationality and our result is consistent with
the previous result found by Smith (2006) in Nigeria
argued that if Board has foreign member, it has a
positive effect on the performance of the firm. The
observation of the coefficient of FRMSIZ is negative
and significantly related to TQ. It means that the firm
trades in undervalue when the firm has considerable
assets, and our result is consistent with the previous
result found by Robert (2005) in India argued that if
Board has a large size, it harms the performance of the
firm. The observation of the coefficient of BRCMP is
negative and insignificantly related to TQ. It means

that the firm trades in undervalue when the Board
has some suitable compensation or salaries, and our
result is consistent with the previous result found by
Satwinder (2017) in British argued that if Board has
some remuneration, it harms the performance of firm
because due to the salary border.

The value of F is 8.72 demonstrate that overall data
model is good settled. The P-Value (F) of the data
model is 0.000 which contrivance that the data model
is significant. The P-value of Chow test is 0.000
which contrivance that Chow test is significant. The
value of P-value of Breusch-Pagan test is 0.000 which
contrivance that Breusch-Pagan test is significant.
'The value of P-value of Hausman test is 0.000 which
contrivance that Hausman Test is significant. The
P-Value of Wald test is also 1.307 which contrivance
that Wald test is not significant.

Furthermore, in Table 6 the value of R squared is
0.564, which means that the independent variable
i.e., Chief Executive Duality, Board Size, Board
Committees, Board Education, Board Gender, Board
Experience, Board Nationality, Firm Size, and Board
Compensation have 56% share in the increase of

dependent variable i.e., Tobine Q (TQ).

Conclusions and Recommendations

Corporate Governance indicators have a growing
position for stakeholders worldwide, especially in
developing countries and performing the role of pillar.
Corporate governance is has been widely discussed in
developing countries with microscopic studies.

In this study, the authors argued on the performance
indicators Return on Asset and Tobin-Q_with the
association of Corporate Governance indicators
Chief Executive Duality, Board Size, Board
Committees, Board Education, Board Gender, Board
Experience, Board Nationality, Firm Size, and Board
Compensation. The coefficient of dependent variable
Return on Asset (ROA) argued that Board Gender,
Board Experience, Board Size and Firm Size have
significant on the Return on Asset (ROA) which
means that if there is any change in Board Gender,
Board Experience, Board Size and Firm Size it is
effecting the ROA. Furthermore, the R’of Return
on Asset results demonstrate a value 0.5234, which
means that the independent variable have 52%
share on the benevolence of independent variables
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(ROA). The coefficient of dependent variable Tobin
Q_(TQ) with the independent variables of the study
demonstrations that Chief Executive Duality, Board
Gender, Board Size, Board Experience and Firm Size
have significant impact ROA, which means that if
there is any change in Chief Executive Duality, Board
Gender, and Board Experience it will affect the ROA.
Furthermore, the R%of Tobin-Q_results demonstrate
a value 0.5647, which means that the independent
variables have 56% shares on the benevolence of
independent variables.

Due to a time constraint and data limitations, the
analysis was restricted to study only ten years data
to construct index of performance with Corporate
Governance Practices. However, the study can be
extended to more than ten years data. Secondly, due
to the data limitations, the analysis was restricted
to only two governance variables in a panel setup.
Constructing a governance index incorporating a
larger set of governance parameters can further extend
the study. Furthermore, response variable included
Return on Equity, Return on Sale, and Return on
investment can be incorporated in study.

The authors, theoretical implications contribute to
the literature knowledge on two dimensions discussed
in terms of Corporate Governance Practices with
the associate with Firm Performance. The practical
implication this the study contributing the awareness
to Investor, shareholder, stockholders, Creditor,
Manager, Customer, Society, Government, and
employees of the associate between the Corporate
Governance Practice with Firm Performance

Novelty Statement
'This study is first of its kind to focus on non-financial
firms (conducted combinedly on three sectors like

cement, food and pharma) for the period of 10 years
(2010 to 2019).
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