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ABSTRACT

The purpose of this research is to examine the relationship between size of the board
of directors, the proportion of independent directors, and firm performance by
analyzing the financial data of 100 companies listed on the Shenzhen Stock Exchange
for the years 2022 and 2023, in the context of the post-COVID-19 pandemic period.
The annual data were obtained from the China Securities Market & Accounting
Research (CSMAR) database and the Shenzhen Stock Exchange. To test the
relationship between size of the board of directors, the proportion of independent
directors, and firm performance, this research employed descriptive, Pearson
correlation, and multiple linear regression analysis. The findings reveal that, after the
COVID-19 pandemic, size of the board of directors has a significant positive
relationship with firm performance, while the proportion of independent directors
does not show a significant relationship with firm performance. Additionally, the
control variables, firm size and industry classification, have no significant impact on
firm performance, while financial leverage has a significant negative impact on firm
performance. This research provides a reference for studies on the relationship
between board structure and firm value in the post-COVID-19 pandemic context.
However, the limitations of the sample and geographical differences may restrict the
applicability of the findings. Future research could extend the study period and
sample size to further refine the understanding of the relationship between board
structure and firm performance.

Keywords: Firm performance, size of the board of directors, proportion of
independent directors
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ABSTRAK

Tujuan penyelidikan ini adalah untuk mengkaji hubungan antara saiz lembaga
pengarah, peratusan lembaga pengarah bebas, dan prestasi syarikat dengan
menganalisis data kewangan 100 syarikat yang disenaraikan di Bursa Saham
Shenzhen bagi tahun 2022 dan 2023, dari konteks pasca pandemik COVID-19.
Laporan tahunan syarikat diperoleh daripada pangkalan data China Securities Market
& Accounting Research (CSMAR) dan Bursa Saham Shenzhen. Untuk menguji
hubungan antara saiz lembaga pengarah, peratusan lembaga pengarah bebas, dan
prestasi syarikat, kajian ini menggunakan analisis deskriptif, analisis korelasi Pearson,
dan analisis regresi linear berganda. Penemuan mendedahkan bahawa, bagi tempoh
pasca pandemik COVID-19, saiz lembaga pengarah mempunyai hubungan positif
yang signifikan dengan prestasi syarikat, manakala peratusan lembaga pengarah bebas
tidak menunjukkan hubungan yang signifikan dengan prestasi syarikat. Selain itu,
pembolehubah kawalan, saiz syarikat dan klasifikasi industri, tidak mempunyai kesan
yang signifikan ke atas prestasi syarikat, manakala leveraj kewangan mempunyai
kesan negatif yang signifikan terhadap prestasi syarikat. Penyelidikan ini
menyediakan rujukan untuk kajian tentang hubungan antara struktur lembaga
pengarah dan prestasi kewangan syarikat dalam konteks pasca pandemik COVID-19.
Walau bagaimanapun, limitasi sampel kajian dan perbezaan geografi mungkin
menghadkan kebolehgunaan penemuan kajian ini. Kajian masa depan boleh
memanjangkan tempoh kajian dan meningkatkan saiz sampel untuk meningkatkan
pemahaman tentang hubungan antara struktur lembaga pengarah dan prestasi syarikat.

Kata kunci: prestasi syarikat, saiz lembaga pengarah, peratusan lembaga pengarah
bebas



vii

ACKNOWLEDGEMENT

During my time at Universiti Utara Malaysia, I have gained a lot of knowledge related
to accounting and learned much from my experiences. This has been of great help to
my future life and work. This experience is an important part of my life.

First and foremost, I would like to express my heartfelt gratitude to my supervisor,
Associate Prof. Dr. Norhani binti Aripin. From selecting the topic to completing the
thesis, she patiently explained various important points and provided me with
invaluable advice and meticulous guidance. Without her patient mentorship, this
project paper would not have been completed. Throughout this process, I have also
learned a great deal from her, especially her scholarly attitude of seriousness and
diligence.

I would also like to thank my parents for their support and encouragement. It is their
understanding and support that has allowed me the opportunity to complete my
master's program.

I am grateful to all my lecturers, who have taught me a great deal and helped enrich
my knowledge of accounting. Additionally, I would like to thank the library and
faculty staff for their assistance, as well as my classmates and friends for their care,
and everyone who has helped me throughout this process.



viii

TABLE OF CONTENT

TITLE PAGE.................................................................................................................i
CERTIFICATION OF THESIS..................................................................................ii
PERMISSION TO USE.............................................................................................. iv
ABSTRACT.................................................................................................................. v
ACKNOWLEDGEMENT.........................................................................................vii
TABLE OF CONTENT............................................................................................ viii
LIST OFTABLES........................................................................................................ x
LIST OF FIGURES.....................................................................................................xi

CHAPTER ONE INTRODUCTION
1.1 Background of the Study..........................................................................................1
1.2 Problem Statement................................................................................................... 4
1.3 Research Questions.................................................................................................. 8
1.4 Research Objectives................................................................................................. 9
1.5 Scope and Limitations of the Study......................................................................... 9
1.6 Definition of Key Terms...........................................................................................9
1.7 Organization of the Report..................................................................................... 10

CHAPTER TWO LITERATURE REVIEW
2.1 Introduction............................................................................................................ 12
2.2 Firm Performance...................................................................................................12
2.3 Board Structure.......................................................................................................14

2.3.1 Size of the Board of Directors......................................................................16
2.3.2 Proportion of Independent Directors............................................................18

2.4 Empirical Review...................................................................................................19
2.5 Underpinning Theory............................................................................................. 28
2.6 Chapter Summary...................................................................................................31

CHAPTER THREE METHODOLOGY
3.1 Introduction............................................................................................................ 33
3.2 Research Framework..............................................................................................33
3.2 Hypotheses Development.......................................................................................34

3.2.1 Size of the Board of Directors and Firm Performance.................................34
3.2.2 Proportion of Independent Directors and Firm Performance.......................36

3.3 Control Variables....................................................................................................38
3.4 Research Design.....................................................................................................40
3.5 Model Specification............................................................................................... 40
3.6 Measurement of Variables...................................................................................... 41

3.6.1 Dependent Variable...................................................................................... 41
3.6.2 Independent Variables.................................................................................. 41



ix

3.6.3 Control Variables..........................................................................................41
3.7 Data Collection Procedure......................................................................................43
3.8 Statistical Analysis................................................................................................. 44

3.8.1 Descriptive Analysis.....................................................................................44
3.8.2 Pearson Correlation Coefficient................................................................... 45
3.8.3 Multiple Linear Regression Analysis........................................................... 45

3.9 Chapter Summary...................................................................................................45

CHAPTER FOUR RESULTAND DISCUSSION
4.1 Introduction............................................................................................................ 46
4.2 Descriptive Analysis...............................................................................................46
4.3 Pearson Correlation Coefficient............................................................................. 48
4.4 Multiple Linear Regression Analysis..................................................................... 51

4.4.1 Firm Performance is Measured by ROA......................................................52
4.4.2 Firm Performance is Measured by ROE...................................................... 53

4.5 Hypothesis Decision...............................................................................................55
4.6 Chapter Summary...................................................................................................56

CHAPTER FIVE CONCLUSIONAND RECOMMENDATION
5.1 Introduction............................................................................................................ 57
5.2 Summary of the Study............................................................................................57
5.3 Study Implication................................................................................................... 61

5.3.1 Conceptual Implications...............................................................................61
5.3.2 Practical Implication.....................................................................................61

5.4 Limitation of the Study...........................................................................................62
5.5 Recommendations for Future Research................................................................. 63

REFERENCES........................................................................................................... 65

APPENDICES
Appendix : Selected companies and industry classification........................................ 80



x

LIST OFTABLES

Table 2.1 Empirical Review......................................................................................26
Table 3.1 Variable Definitions and Measurements................................................... 42
Table 3.2 Industry Classification.............................................................................. 43
Table 4.1 Descriptive Statistics.................................................................................46
Table 4.2 Pearson Correlation Matrix.......................................................................49
Table 4.3 Regression Model 1 (ROA)...................................................................... 52
Table 4.4 Regression Model 2 (ROE).......................................................................54
Table 4.5 Hypotheses Decision.................................................................................55
Table 5.1 Research Findings Summary in Relation to the Research Questions....... 58



xi

LIST OF FIGURES

Figure 1.1 China’s Industrial Profit Slumps............................................................... 1
Figure 1.2 China’s GDP..............................................................................................5
Figure 1.3 The Anticipated Reduction in Company Revenues due to the Pandemic
during the Initial Half of 2020.................................................................................... 6
Figure 3.1 Research Framework...............................................................................34



1

CHAPTER ONE

INTRODUCTION

1.1 Background of the Study

Amid the rapid growth of global economy, companies are faced with increasing

challenges and opportunities. Several adjustments have been made to corporate

governance frameworks and business structures, particularly amid the wake of the

COVID-19 pandemic. The outbreak has brought uncertainty to the market, making

investors and management more focused on increasing firm performance (Li & Tang,

2006). In this context, firm performance has become a key factor for investors to

evaluate whether a company is worth investing in. How to maintain and enhance the

firm performance in the complex market environment has become an increasingly

concerning issue for company managers (Li & Xu, 2022).

Figure 1.1
China’s Industrial Profit Slumps
Source:LSEG Datastream, (2023).

The COVID-19 pandemic induced significant transformations and uncertainties in
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APPENDICES

Appendix : Selected companies and industry classification

COMPANYNAME INDUSTRY

Ping An Bank Co., Ltd. 1

China Vanke Co., Ltd. 2

Shenzhen GuoHua Network Security Technology Co., Ltd. 3

Shenzhen Zhenye (Group) Co., Ltd. 2

Shenzhen Quanxinhao Co., Ltd. 2

China High Speed Railway Technology Co., Ltd. 4

China Baoan Group Co., Ltd. 5

Shenzhen Ecobeauty Co., Ltd. 6

Shenzhen Properties and Resources Development (Group) Co., Ltd. 2

CSG Holding Co., Ltd. 4

Shahe Industrial Co., Ltd. 2

Konka Group Co., Ltd. 4

Shenzhen China Bicycle Company (Holdings) Co., Ltd. 4

Shenzhen Cereals Holdings Co., Ltd. 7

Shenzhen Zhongheng Huafa Co., Ltd. 4

Shenzhen Kaifa Technology Co., Ltd. 4

Shenzhen Universe (Group) Co., Ltd. 4

Shenzhen Tellus Holding Co., Ltd. 7

FIYTA Precision Technology Co., Ltd. 7
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Shenzhen Energy Group Co., Ltd. 8

China National Accord Medicines Corporation Ltd. 7

Shenzhen Special Economic Zone Real Estate and Properties

(Group) Co., Ltd.
2

FAWERAutomotive Parts Limited Company 4

Grandjoy Holdings Group Co., Ltd. 2

Shenzhen SED Industry Co., Ltd. 6

Digital China Group Co., Ltd. 7

China Tianying Inc. 9

China Union Holdings Ltd. 2

Shenzhen Nanshan Power Co., Ltd. 8

China International Marine Containers (Group) Co., Ltd. 4

Shenzhen Centralcon Investment Holding Co., Ltd. 2

Shenzhen Textile (Holdings) Co., Ltd. 4

Shenzhen Kingkey Smart Agriculture Times Co., Ltd. 4

Shenzhen Desay Battery Technology Co., Ltd. 4

Tianma Microelectronics Co., Ltd. 4

China Fangda Group Co., Ltd. 4

Shenzhen Wongtee International Enterprise Co., Ltd. 10

Shenzhen SEG Co., Ltd. 10

North Huajin Chemical Industries Co., Ltd. 4

Shenzhen Zhongjin Lingnan Nonfemet Company Limited 4
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Shenzhen Agricultural Products Group Co., Ltd. 10

Shenzhen Huaqiang Industry Co., Ltd. 7

ZTE Corporation 4

Norinco International Cooperation Ltd. 6

China Greatwall Technology Group Co., Ltd. 4

Shenzhen Huakong SEG Co., Ltd. 11

Shenzhen Overseas Chinese Town Co., Ltd. 2

Shenzhen SDG Information Co., Ltd. 4

Shenzhen Neptunus Bioengineering Co., Ltd. 7

Shenzhen Yan Tian Port Holdings Co., Ltd. 12

Shenzhen Airport Co., Ltd. 12

Shenzhen Tagen Group Co., Ltd. 6

Shenzhen Guangju Energy Co., Ltd. 7

CITIC Offshore Helicopter Co., Ltd. 12

TCL Technology Group Corporation 4

China National Complete Plant Import and Export Corporation

Limited
7

Anhui Fengyuan Pharmaceutical Co., Ltd. 4

Sichuan New Energy Power Company Limited 8

Wasu Media Holding Co., Ltd. 13

Zoomlion Heavy Industry Science and Technology Co., Ltd. 4

Shijiazhuang Changshan Beiming Technology Co., Ltd. 3
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Xinjiang International Industry Co., Ltd. 7

Shenwan Hongyuan Group Co., Ltd. 1

Jiangsu Eastern Shenghong Co., Ltd. 4

Midea Group Co., Ltd. 4

Weichai Power Co., Ltd. 4

XJ Electric Co., Ltd. 4

Tangshan Jidong Cement Co., Ltd. 4

Financial Street Holdings Co., Ltd. 2

Pacific Shuanglin Bio-pharmacy Co., Ltd. 4

Changhong Huayi Compressor Co., Ltd. 4

Shandong Shengli Co., Ltd. 8

Zangge Mining Company Limited 4

Yunding Technology Co., Ltd. 3

Shenyang Machine Tool Co., Ltd. 4

Zhejiang Int'l Group Co., Ltd. 7

Bohai Leasing Co., Ltd. 10

Minsheng Holdings Co., Ltd. 1

Hefei Department Store Group Co., Ltd. 7

Changsha Tongcheng Holdings Co., Ltd. 7

Jilin Chemical Fibre Stock Co., Ltd. 4

Nanjing Public Utilities Development Co., Ltd. 8
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Hubei Yihua Chemical Industry Co., Ltd. 4

Dong-E-E-Jiao Co., Ltd. 4

XCMG Construction Machinery Co., Ltd. 4

Inner Mongolia Xingye Silver and Tin Mining Co., Ltd. 14

Huatian Hotel Group Co., Ltd. 15

Guangdong Provincial Expressway Development Co., Ltd. 12

Zhang Jia Jie Tourism Group Co., Ltd. 9

Shandong Chenming Paper Holdings Limited 4

Shandong Hi-Speed Road and Bridge Group Co., Ltd. 6

Wushang Group Co., Ltd. 7

China Reform Health Management and Services Group Co., Ltd. 3

Landfar Bio-medicine Co., Ltd. 11

Hainan Jingliang Holdings Co., Ltd. 4

Zhongrun Resources Investment Corporation 14

Zhuhai Port Co., Ltd. 12

Huasu Holdings Co., Ltd. 16

Sichuan Xinjinlu Group Co., Ltd. 4

Livzon Pharmaceutical Group Inc. 4

Notes: 1 is the monetary finance industry, 2 is the real estate industry, 3 is the internet industry, 4 is the
manufacturing industry, 5 is the comprehensive industry, 6 is the construction industry, 7 is the
wholesale industry, 8 is the electricity and gas supply industry, 9 is the environmental protection and
management industry, 10 is the business service industry, 11 is the professional and technical service
industry, 12 is the transportation industry, 13 is the film industry, 14 is the non-ferrous metal mining
industry. 15 is the accommodation industry and 16 is the health industry.
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