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ABSTRACT

Corporate governance refers to the set of rules, policies, and practices that a company
uses to guide and regulate its operations. This study adds to the body of knowledge on
corporate governance by performing the empirical analysis on the impact of board
composition on bank financial performance in the context of the Malaysian market.
Various determinants have been identified to analyze the impact of board composition
and bank performance as measured by return on assets (ROA), namely board
independence, board diversity, and board size. The involvement of firm age, size,
growth, and leverage as moderators are recognized in the relationship between board

composition determinants and bank financial performance.

To examine the relationships of these variables with bank performance, the study
collected the data from 26 samples of commercial banks listed on Bank Negara
Malaysia over the period of 2016 to 2020. The dataset used from secondary sources
and extracted from the banks' published annual reports and corporate governance
reports. The study performed descriptive statistics, multiple regression and correlation
to analyze the impact of these relationships. The findings of the research revealed that
the proportion of independent directors on the board, board diversity, the board size,
and bank financial performance metrics have no significant relationships. As aresult
of this research, it appeared that board composition has little bearing on the success of

Malaysia's bank performance.

Keywords: Corporate governance, firm financial performance, Malaysian banking

industry, board composition, board independence, board diversity, board size
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ABSTRAK

Tadbir urus korporat merujuk kepada sekumpulan peraturan, kebijakan, dan praktik
yang digunakan syarikat untuk memandu dan mengatur operasinya. Kajian ini
menambah pengetahuan mengenai tadbir urus korporat dengan melakukan analisis
empirikal mengenai kesan komposisi lembaga terhadap prestasi kewangan bank dalam
konteks pasaran Malaysia. Berbagai faktor penentu telah dikenal pasti untuk
menganalisis kesan komposisi lembaga pengarah dan prestasi bank sebagaimana yang
diukur dengan pengembalian aset (ROA), iaitu kebebasan lembaga, kepelbagaian
lembaga, dan saiz lembaga pengarah. Penglibatan usia, saiz, pertumbuhan, dan
leverage syarikat sebagai pemboleh ubah kawalan dikenalpasti dalam hubungan antara

komposisi lembaga pengarah dan prestasi kewangan bank.

Untuk mengkaji hubungan pemboleh ubah ini dengan prestasi kewangan bank, kajian
mengumpulkan data dari 26 sampel bank perdagangan yang disenaraikan di Bank
Negara Malaysia dalam tempoh 2016 hingga 2020. Kumpulan data yang digunakan
dari sumber sekunder dan diambil dari laporan tahunan dan laporan tadbir urus
korporat yang diterbitkan oleh bank. Kajian menjalankan descriptive statistics,
multiple regression dan correlation test bagi menganalisa hubungan-hubungan ini.
Hasil kajian menunjukkan bahawa bahagian pengarah bebas di lembaga, kepelbagaian
lembaga, saiz lembaga pengarah, dan prestasi kewangan bank tidak mempunyai
hubungan yang signifikan. Hasil daripada penyelidikan i menunjukkan komposisi

lembaga pengarah tidak banyak mempengaruhi kejayaan prestasi bank Malaysia.



Kata kunci: Tadbir urus korporat, prestasi kewangan syarikat, industri perbankan
Malaysia, komposisi lembaga, kebebasan lembaga, kepelbagaian lembaga, saiz

lembaga
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CHAPTER ONE

INTRODUCTION

1.0 INTRODUCTION

The board of directors plays an important role in corporate governance. Generally, the
shareholders of the company elect the directors. The board is a governing group that
sets policies for corporate management and oversight, makes decisions on behalf of
shareholders of the company, and ensures the organization is well managed and
operated according to organizational goals. This study analyzes if there are factors
determining. board. composition. and.if they have. a significant. impact. on.a.company’s.
financial performance in Malaysia. In this chapter, the following items described in
detail, the background of research, problem statement, research questions and
objectives, scope of research, significant of the study and conceptual definition of key

variables.

1.1  Background of Research

As globalization continues, there is an increased of awareness and encouragement to
have a good governance practice in an organization. This is to ensure the organization
will have smooth business operations, efficient management process, employees obey
the rules, policy and regulations set up by the organization and the authority, increase
financial performance and remain competitive advantages over its competitors. Good
governance not only gives benefits for large companies, but also other types of

business such as family owned firms, state-owned enterprises, and even SMEs
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