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ABSTRACT

The large firms like Enron, WorldCom and Freddie Mac were involved in the crisis and the
bankruptcy of corporate frauds and accounting scandals which were lack of effectiveness of their
board of directors in those firms. Great board diversity will affect the firm performances in term of
return on asset (ROA) and return of equity (ROE). This research used data of 385 samples of annual
reports listed companies in Bursa Malaysia for the period of 2014 to 2016 were obtained and
examined. The independent variables of board diversities are women in the board, board size, boards’
educational level and the boards’ experiences and control variables; firm size and firm leverage. After
controlling the variables, the research shows only female has negatively significant towards ROE. It is
because the number of female in board is very small. It also can be concluded that women have no
power in board which the needed of them in making decision is low. For the control variables, firm
size has positively significant towards ROA and ROE. Then, the firm financial leverage has a
negatively significant towards ROA and ROE. For the future research, researchers are recommended
for use other variables for board diversity such as board age and board independent and also use a
long period of research such as for 5 to 10 years.

Keywords: board diversity, firm performance, Malaysia
INTRODUCTION

Nowadays, most of countries have been force or encourage with board diversity based on the policy
that have been implemented. They have been confused whether that policy is affective for them or
not. As we know, Malaysia is one of the countries that have to face this kind of policies. Hence, in
today’s business entities, employees and top management teams turn out to be more diverse especially
in age, ethnicity, and gender, experience, educational background, and socioeconomic status.

The topic of the board diversified is not a new issue especially when scandals happened in the
company like Malaysia Airlines and Port Klang Free Zone but it has been discussed and starting to get
concerned from various parties. A good structure of the board of director of firms can give the best
impact to the company’s performance. Besides, many companies are competing with each other to get
a good title for their companies.

There are many variables that presence in this research. One of it is the female board
members. There are different opinions on the presence of women in the board with the firm
performance. Some said that they support the presence of female in the board will give a good impact
and some are not. There is a view from Hurst et al. (1989) and Earley and Mosakowski (2000) found
that women are well to have “sense” cognitive style that concentrate on harmony and capability to
simplify distribution of data. Otherwise, there are perspectives that the presence of female in the board
would arise some difficulties to an organization. This can be concluded by looking from some views
like Jackson et al (2003) where the larger the diversity, the higher the probability of conflicts would
be arising, slow decision-making process (Hambrick et al., 1996), and differences in responding to
risks (Jianakoplos and Bernasek, 1998). However, in Malaysia, starting 2011, there also stated that it
must be 30% the representatives of women in the board have to be achieved which is better than
Singapore due to the lot of work that must be done.

Besides that, there are some debates about the impact of size of board to the performance of
firm in Malaysia. Today’s era, there is important of corporate boards of director to understand the
corporate governance hence they play the roles in the companies. This topic also has been discussed
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by the Lipton and Lorsch in 1992 and Jensen in 1993 where the performance of firms is declining
effect from the lack of effectiveness on board of directors when they are suffering from coordination
and communication problems. If the larger board size is the reason for the ineffectiveness of the firm,
then the governance should improve them by doing some changes for the size of the board.

After that, the variable of boards’ educational level in the firms is contributed for the
relationship of the firm performance. The qualifications of the board members are very important for
the contribution in the decision making. As there is an argued from Hilmer (1998) which the higher
qualification of the board members can contribute for the effectiveness of board, which involves,
“great of intellectual capability, experience, firmness of contemplation and integrity”. Hence, the
knowledge of the board of directors about the finance, accounting and so on is very important to
measure the knowledge for organizing the firms in the correct ways.

In Malaysia, the age average of the board directors who have more experience in managing
firms between higher age average and younger age average also has been debated. The higher age
average is more towards sensitive in making decision compared to younger age who is more relax
than them. This characteristic may give some impact in making decision that will affect the firm
performance (Carlson & Karlsson, 1970).

LITERATURE REVIEW
Resources Dependency Theory

The board directors are responsible by to monitor and control the internal of the firm while providing
the resources. Pfeffer (1972) and Taljaard et al (2015) stated that to increase the firm performances
and decrease uncertainty, the firms should have secure resources from the environment. Bryant &
Davis (2012) and Taljaard et al. (2015) also argued that a diverse board is better to securing the
resources because it is good in accessing details and connections. This theory also assists to have the
access to the financial resources. There is also the relation between borrowing strategy of firms and
types of financial representation on board as such relationships which provide them with a chance to
co-opt each other on a continuous. Due to the different of background, skills, experiences and social
networks, the diversified on the board may increase the performance of the board in the company.

Human Capital Theory

Gary S. Becker and Mincer (1958) said that other things are equal, but the personal incomes are
different according to the amount of the investment in human capital which are the education and
training that have been taken by individuals or groups of employees. Hillman & Dalziel (2003) view
that the effectiveness in monitoring and resources provision roles is depends on the skill and
knowledge of the board members. Human capital can be a part from board members’ knowledge and
skill. Thus, this human capital theory says that the unique human capital in the board of director as an
example of board diversity give effect to the firm performance (Carter et al., 2010). So, from here we
can argue that the board diversity positively influences the firm performance.

Firm Performance

Arend (2004) said that all firms want to build the greatest performance among the firms in the same
industry. But, there are many view of performance especially among the firms and the researcher. The
most common firm performance indicator is by using the accounting measure of profitability for the
financial performance of the companies. But besides the firm performance indicator, there also
another indicators of firm performances which are the satisfaction of customers, employee
satisfaction, performance of social and performance of the environmental (Combs et al., 2005). The
most common indicator of firm performance is the financial performance like return on equity (ROE)
and return on assets (ROA) which is refers to the capability of firm to make the profit or income. The
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financial performance side includes the measurement for the ROA, ROE, return on investments, net
income, earnings before interest, and others.

Board Diversity and Firm Performance

According to Kahn (2002), diversity means as dissimilarities in the factual form of the word but the
term has been converted to a determined strategic path where changes are considered to be important
and beneficial. The diversity also is categories in terms of gender, age, ethnicity, physical look,
beliefs, job role or experience, incapacity, individual manner and belief. The diverse group in the firm
especially in term of board directors can increase the competitiveness as come out with the great ideas
and view point that available for the decision making need as well as can invite a greater number of
shareholders and employees and help in maintaining the current while potentially increase new
minority consumers (Cox, 1993).

Nowadays in fast of worldwide market, diversified include dissimilarities in age, culture,
gender, abilities in bodily view, sexual orientation and qualities as good as variation in attitudes,
perceptions and background. Pfeffer (1972) and Pfeffer and Salincik (1978) also argued based on the
resource dependence theory, directors that come from different place can contribute to gather more
information and resources from their own place for their own organization.

Hypothesis Development
Gender

There a lots of perspective on the relationship between gender diversity and performance of firms.
Some arguments support relationship between gender diversity and firm performance in positive view
due to various reasons. For instance, the relationship between presence of female on board and
financial performance in terms of ROA is positive and significant (Abdullah, Ismail, Nachum, 2013).
Next, the study from Netherlands give a view where the ROE show a good performance for firm that
have women directors that a firm that have no women director in their organization (L{ckerath-
Rovers, 2011). There is a view which is argued that gender diversity will help in leading for more
creativity and innovation in a firm (Campbell and Minguez-Vera, 2008). In addition, female board
members commonly have well in understanding of a market compared to the male board members.
Hence, this will help the firm to have a good and efficient in decision making by the board members.
So, the presence of female board members in a firm actually gives positive impact either in directly or
indirectly for the firm performance. Therefore,

H1: there is positive relationship between female board members and firm’s performance.
Board Size

Refers to the Levrau and VVan Den Berghe (2007) board size means the amount of directors sitting on
the board. Greater boards are good for the board performance because they possess vary of skill to
help in decision making and tougher for a powerful CEO to control. Board size always becomes a
topic to discuss when it relates to the firm performance. If the board is too big, the management will
face a situation when they are hard to be organizing and development difficulties will arise. However,
minor boards will help to decrease the free riders and can raise the accountability of the individual and
the directors. For example, there is a study by De Andres and Vallelado (2008) argued that a larger
board are more efficient in monitoring and advise the function and increase more value for a firm.
Besides, board sizes are positively influence the ROA (Shukeri et al., 2012). Unfortunately, some
researchers provide the evidence which is said that there is a negative relationship between the size of
board and the firm performance. One of it is Beiner et al. (2004) revealed that there is a negative
board size effect in the relationship between board size and the independent corporate governance
mechanism of Swiss firms. Therefore,
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H>: there is a negative relationship between board size and firm performance.
Boards’ Educational Level

In a company, one of the internal corporate governance is the role of a board. Fama and Jensen (1983)
also said that board in a business act as control system. As a group of board members, they are
combination of skills and abilities that together symbolize a group of social capital, and add value in
performing the board’s governance function (Carpenter & Westphal, 2001). The efficient in
supervising and monitoring in management and making decision by the directors will increase the
performance of the firms. A higher educational level has a positive effect on the performance of the
firms. This is because the educational level gives important human capital for an effective
performance of the tasks of board members (Arena et al., 2015). Besides, from the view of Carpenter
& Westphal (2001) and Carver (2002) argued that the board members with higher qualifications will
benefits the firms through a mix competencies and capabilities. Based on this argument, it is clear that
directors’ educational qualification and their specialisations are important in contribute to the firm
performance. Therefore,

Hs: there is positive relationship between the boards’ educational level and firms’ performance.
Boards’ Experiences

Board directors must have experience and making decision also needs experiences in order to be
selected on the board. There is an argued where the board members with a higher age average will
have much better experience than the younger age average in corporate board. In Malaysia, most of
board directors have less than nine years’ board experience (Securities Commission Malaysia, 2011).
The experience that the board members have is estimated to positively contribute to the better and
efficient of the performance of a firm. Although the view of the relationship between the boards’
educational level and firm performance has some conflict but a theory on restrained resources said
that the more experiences of the board members will manage better in a business environment by
working well in a group which is give a positive effect to the firm’s performance (Wegge et al., 2008).
Furthermore, Wan Yusoff (2010) found that experience in corporate management is an integral part of
the effectiveness of Public Listed Company (PLC) boards. Besides, there is a relationship between
firm performance and directors’ seniority. Therefore,

Ha: there is positive relationship between the boards’ experience and firms’ performance.
METHODOLOGY
Sample

Sample has been chosen from companies listed in Bursa Malaysia’s Main Board. There are 8
industries in the market. The samples selected are companies that are involved in industrial products
industry, constructions, consumer products, plantation, properties, and trading and services. In this
study, board diversified disclosure is the main focus for evaluation. The period of sample taken is 3
years beginning from 2014 to 2016. This study proposes to examine 395 companies’ annual reports in
the industrial products industry, constructions, consumer products, plantation, properties, and trading
and services for 3 years. From table 2 below, the initial sample of this study was 395 companies in the
industrial products industry. However, some of these companies did not have the complete data
required. Hence, from the initial sample, only 385 companies in the industrial products industry had
the complete information needed for this study. Therefore, 10 companies in the industrial products
industry have been taken out from the initial sample. The financial measures of the firm monetary
performance fit into accounting-based measures. In this study, the return on asset (ROA) and return
on equity (ROE) are used to determine the firm performance. ROA is calculate using the earnings
before tax and interest divide by the total assets while the ROE using the net profit (after interest and
taxes) divide by average common shareholders’ equity.
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Regression Model

The multiple regression analysis is used to observe the relationship between the firm performance and
independent variable and control variables. The model attempts to capture the factors that are likely to
be important in influencing the firm performance.

PERF= a (female board, board size, educational level, experience)
Hence our function can be estimated under the following model:

PERF= o + BiFEMALE i + B;SIZE s + BsEDU i + BsEXPR iy + BsSFIRM iy + BsFLEV s + € iy

Where:
PERF
o
B
FEMALE
SIZE
EDU
EXPR
SFIRM
FLEV
€
i
t

= Firm performance
= Constant
= Coefficient

= Number of female present on the board

= Number of board members

= Educational qualification heterogeneity

= Board’s working experience

= Natural logarithm of book value of total assets
= Ratio of total debt divided by equity

= Standard normal, randomly assigned error term

= companies
=time

Measurements of Dependent Variables

Table 1: List of the variables being used in this study

Variables Description Source Measurement
Return on asset | Net income (Earnings | Shrader et al. (1997) and | Net income divided by
(ROA) Before Tax and | Erhardt et al. (2003) Total Assets

Interest)/Total Assets

Return on equity
(ROE)

net income (after interest
and taxes) divided by
average common
shareholders’ equity

Phan et al. (2003); Baek
et al. (2004)

Net income divided by
shareholder’s equity

Female board | Dummy variables Carter et al. (2003), | Using the dummy
members Adams & Ferreira (2002) | variables
Board size Log of number of | Yermack (1996), Carter et | Natural log of number
directors al. (2003), Mak & Li | ofdirectors
(2001)
Boards’ Log of Phd present on | Bathula, (2008) Natural logarithm of

Educational level

board

PhD present on the
board after adding 1 to
all firms

Boards’ Average age of directors | Azmi & Barrett (2013), Annual  report  year
Experience Duc & Thuy (2013), | minus birth year
Dagsson &  Larsson
(2011)
Firm size Log of total asset Maran & Indraah (2009) | Natural log of total asset
Firm’s financial | Ratio of the total debt of | Chaganti &Damanpour | Total debt divide by
leverage the firm divide by its | (1991), Muth & | shareholder’s equity

shareholder equity

Donaldson (1998)
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RESULTS AND DISCUSSION
Descriptive Statistics

The samples in this study enclosed 385 companies listed on Bursa Malaysia, annual report for the year
2014 to 2016 were collected and analysed. Descriptive statistic data employed in the analysis are
shown above in the Table 2. The table shows the minimum, maximum, mean and standard deviation
values for all variables.

The firm performance in term of return on asset (ROA) is measured by using the net income
divided by the total assets. An analysis of Table 2 shown that the average of return on assets (ROA)
for the sample companies in 2014 to 2016 is 5.24 % (range from -14.55% to 57.35%) with the gap
between the minimum and maximum score is quite high for them. The standard deviation figure was
6.09%. Next, the firm performance is defined by the return on equity (ROE) which is measure by
using the net income divided by the sharecholders’ equity. Based on the table, it reveals that the
average of return on equity is 7.71% (range from -28.00% to 85.16%). From the samples of the study,
the standard deviation also lies on 10.77%.

Table 2: Descriptive statistic of the variables

N Minimum Maximum Mean Std. Deviation

ROA 385  -14.5500 57.3500 5.2399 6.0906
ROE 385 -28.0000 85.1600 7.7124 10.7716
FEMALE 385 0.0000 50.0000 1.6946 6.2573
BSIZE 385 4.0000 14.0000 7.4753 1.9112
EDU 385 0% 100%  29.61% 25.63%
EXPR 385  36.5600 74.6000 57.7774 4.7706
FSIZE 385 4.3657 8.1234  5.8456 0.6464
FLEV 385 0.0000 7.0200  0.5449 0.6612

One of the independent variables is the female board member represented by the FEMALE
with the mean of 1.69% which is calculated by the total number of female present on the board to
total number of board directors of the companies. The range of female with the lowest number of
0.00% and the highest number is 50.00%. The standard deviation is 6.26%. Next variable is board size
which is represented by BSIZE with a mean of 7.48 people with the range from minimum of 4.00
people to maximum 14.00 people. The standard deviation figure was 1.91. Then, the variable of
boards’ educational level is represented by EDU. EDU is measured by the total number of board
member that hold postgraduate divided by the total number of board directors. The board educational
level had an average of 29.61% (range from 0% to 100%). The standard deviation figure was 25.53%.
Besides, the other variable is boards’ experiences which are represented as EXPR on the Table 2. The
table shows that the boards’ experiences have mean of 57.78%. The range is between 36.56% to
74.60%. While the standard deviation is 4.78%.

Another variable is control variables being used in this study are firm size and firm leverage.
The firm size is represented as FSIZE. FSIZE is measured by logio of the total asset with the average
of 5.85 which indicate that most of companies in this sample were relatively small. The minimum and
maximum for FSIZE were 4.37 and 8.12 respectively. The standard deviation of company size was
0.65 implies that the size of companies in Bursa Malaysia is quite varies. While the firm leverage
(FLEVERAGE) has an average of 0.55 with between the range of 0.00 and 7.02. And the standard
deviation is 0.66.

Pearson Correlation Coefficient

Pearson correlation presented the correlation matrix of the variables used for a research. Besides, it is
used as an estimation of the strength of the association and significant of bivariate connections among
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the variables. The ideal correlation between two variables is expressed by 1.0 while idealize negative
correlation is expressed by -1.0. Consequently, the correlation is range between -1.0 and +1.0.
According to Rummel (1976), the result of the correlation will vary among each other as the raw data
inserted is different and the results are not expected to be the same. This proves that the higher the
correlation, the higher the strength of the relationship between the variables.

Table 3: Correlation Analysis

Correlation
Probability ROA ROE FEMALE BSIZE EDU EXPR FSIZE FLEV
ROA 1.0000

ROE  0.8894*** 1.0000
0.0000  -----
FEMALE -0.0280 -0.0604*  1.0000
0.3681 0.0522 -

BSIZE 0.0330 0.0655** -0.0618** 1.0000
0.2886 0.0352 0.0470 -
EDU 0.0183  -0.0174 0.4422*** -0.0684** 1.0000
0.5572 0.5760 0.0000 0.0279 -
EXPR 0.0108 0.0275  -0.0182  0.0041 0.0141 1.0000
0.7300 0.3767 0.7928 0.8965 0.6497 -
FSIZE 0.0115 0.0984*** -0.0547* 0.3732*** -0.0056 0.1683*** 1.0000
0.7128 0.0016 0.0790 0.0000 0.8585 0.0000  -----
FLEV  -0.1573*** 0.0154 -0.1233*** 0.1337*** -0.1705*** 0.0082 0.3863*** 1.0000
0.0000 0.6200 0.0000 0.0000 0.0000 0.7928 0.0000  -----

Note: ***.Correlation is significant at the 0.01 level (1-tailed), ** .Correlation is significant at the
0.05 level (1-tailed), and *. Correlation is significant at the level 0.10 (1-tailed).

Table 3 shows the result of the correlation between the independent variables, control
variables and dependent variables on this research. It is describing the female board members
(FEMALE), board size (BSIZE), educational level of board (EDU), working experience of board
(EXPR), firm size (FSIZE) and firm leverage (FLEV) which are related to firm performance in term
of return on asset (ROA) and return on equity (ROE) for the 395 companies in the Bursa Malaysia.
The table also showed signs of positive and negative significant correlations among the independent
variables and control variables.

As shown in the table 3, the result shows board size, educational level, experiences and firm
size have a positive relationship towards ROA with 0.0330, 0.0183, 0.0108 and 0.0115. However,
there are no significant towards ROA. The Pearson correlation coefficient between ROA and female
board member (FEMALE) is -0.0280 which is there is negative and no significant relationship
towards the firm performance in term of ROA. Besides, the table shows that the result between ROA
and firm leverage (FLEV) is -0.1573. It shows negative relationship and significant with the firm
leverage at 1% level of significant. Hence, it can be concluding that ROA is increases as the firm
leverage decreases.

Next, based on the Table 3 has shown those board size (BSIZE) and firm size (FSIZE) have
both positive relationship and significant towards the firm performance in term of ROE (r = 0.0655; p-
value = 0.0352 and r = 0.0984; p-value = 0.0016 respectively). Board size is significance at 5% level
of significant and firm size is at 1% level of significant. In contrast, ROE shows a negative
relationship on female board member (FEMALE) and significance at 10% level of significant. Hence,
this shows that female board members have not harm towards the firm performance in term of ROE.
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Besides, both boards’ experiences (EXPR) and firm leverage (FLEV) shows a positive relationship
but not significant related to ROE. Then, the results also show there is negative relationship but not
significant between boards’ educational level (EDU) and ROE. In conclusion, ROE is increases as
well as board size and firm size increases while the number of female on the board is not harm the
firm performance in term of ROE.

Multiple Regression Analysis
Multiple Linear Regressions is utilized to evaluate the variability in the extension of board diversity.
This method will be able to indicate on how much the variance in the dependent variable is clarified

by the independent variables.

Table 4: Regression Model Summary 1 & 2

Model 1 (ROA) Model 2 (ROE)
R Square 0.0356 0.0147
Adjusted R- Square 0.0301 0.0089
Std. Error of The Estimate 6.3337 10.7183

As shown on the Table 4 indicates the influence of board diversity for female board members,
size of board, boards’ educational level and boards’ experiences with the control variables; firm size
and firm leverage have a value of R square 0.0356. This implies that 3.56% of the variance for the
ROA disclosure is accounted for by the four independent variables in the model. Adjusted R-square is
computed to take into account of more observations. From the table above shows, the value of
adjusted R-square is 0.0301. It is shows that there are 3.01% of the variation in the ROA disclosure
can be explained by the variation in the independent variables and control variables after the degree of
freedom is taken into account.

The second model is the influence of board diversity; female, board size, boards’ educational
and boards’ experiences with the control variables; firm size and firm leverage have a value of R
square 0.0147. This implies that 1.47% of the variance for the ROE disclosure is accounted for by the
four independent variables in the model. Adjusted R-square is computed to take into account of more
observations. From the table above shows, the value of Adjusted R-square is 0.0089. It is shows that
there is only 0.89% of the variation in the ROE disclosure can be explained by the variation in the
independent variables and control variables after the degree of freedom is taken into account.

The Coefficient of Multiple Regression Analysis of ROA

As shown in Table 5, the ANOVA statistic for regressions conducted with the independent variables
and control variables indicate that the overall regression model was significant to the data. The reason
why it is significant because of the reported probabilities were less than the conventional 0.01 (1%)
which is 0.0000 < p-value. This shows that when all independent variables and control variables are
good joint predictors of dependent variable of ROA. Based on ANOVA the F statistics is 6.4606.
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Table 5: The Coefficient of Multiple Regression Analysis of ROA

Variable Coefficient Std. Error  t-Statistic Prob.

C 0.403728 2.791632 0.144621 0.8850
FEMALE -0.033530 0.034959 -0.959124  0.3377
BSIZE 0.074454  0.110453 0.674085 0.5004
EDU -0.937871 0.849027 -1.104642  0.2696
EXPR 0.008607 0.041274 0.208520 0.8349
FSIZE 0.855338 0.356628 2.398407 0.0166
FLEV -1.889535 0.312411 -6.048231  0.0000
R-squared 0.035636 Mean dependent var 5.067604

Adjusted R-squared  0.030120 S.D. dependent var 6.431272
S.E. of regression 6.333677 Akaike info criterion  6.536246

Sum squared resid 42081.12 Schwarz criterion 6.569139
Log likelihood -3444.138 Hannan-Quinn criter.  6.548714
F-statistic 6.460572 Durbin-Watson stat 1.325539
Prob(F-statistic) 0.000001

ROA = 0.4037+ (-0.0335)FEMALE + 0.0745BSIZE + (-0.9379)EDU +

0.0086EXPR + 0.8553FSIZE + (-1.8895)FLEV

The first hypothesis 1 in this study is regarding the female board member. In this research, the
female board member was hypothesized as there is a positive relationship with the firm performance
in term of ROA. The coefficient for female is -0.0335. From the table 5, it shows that there is a
negative relationship but not significant between female board member and ROA with the t-statistics
is -0.9591 and p-value is 0.3377. Therefore, the hypothesis is not supported. Then, it shows that the
range number of female in board on the samples is small. This result is not consistent with the prior
study where the findings show a positive relationship between gender and ROA which recommends
women might give a better financial performance in the company (Julizaerma & Sori, 2012).
However, the result is not significant which is influenced by the small number of women director
presented in board where there is no strong relationship between female board member and firm
performance which is assumed that the number of female in the sample is very small. Besides, the
lack involvement of women in board is due to the cultural and social attitudes towards a job which not
every job woman can involve.

In addition, hypothesis 2 stated that there is negative relationship between board size and
ROA. Based on the Table 5, the coefficient is 0.0745 and t-statistic is 0.6741. Board size shows a
positive relationship to ROA but not significant with the probability of 0.5004. Therefore, the
hypothesis is not supported. Besides, there also a previous research that support which is the board
sizes are positively influence the ROA (Ng et al., 2016). They also argue that the smaller board size
leads to effective management while the larger size is important for coordination and effectiveness of
decision making. Besides, board size with the average of eight give a high influence towards the
performance of firm. Managers in the small firms can be very different in having strong, vested
interests, both financial and emotional in the firms’ performance.

Based on the Table 5, the result shows a negative insignificant relationship between boards’
educational level to ROA. The coefficient of educational level of board is -0.9379. The table also
shows the educational level t-statistic is -1.1046 with the significant of 0.2696. From these result, it
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shows that there is no strong evidence of a relationship between boards’ educational level and firm
performance and firms’ ROA performance may be influenced by other board director’s characteristic.
This is aligned with the prior study which is there a negative relationship with firms’ performances
(Adnan, et al., 2016). They also found the education diversity in board looks important to the firms’
culture that appointing successful directors in highlighting on the governance characteristics rather
than education characteristics.

Next, the hypothesis 4 stated that there is a positive relationship between the boards’
experience and firm performance. The coefficient of boards’ experiences (EXPR) is 0.0086. The table
also shows the boards’ experiences has a positive insignificant relationship between firm performance
by ROA which the t-statistic of 0.2085 and the level of significant of 0.8349. Therefore, the
hypothesis is not supported. So, it cannot be concluding that the experience of board members has a
positively contribute to the better and efficient of the performance of a firm. This is not same with the
prior study which boards’ working experiences has a positive correlation with the firm performance
(Duc & Thuy, 2013). Therefore, experiences of boards are needed for the benefits of shareholders and
the management of the firms which can contribute positively to firms’ performance.

After that, the variable of firm size is use in this research which is there is a relationship
towards firm performance in term of ROA. The coefficient for firm size (FSIZE) is 0.8553. The table
shows the firm size and ROA has a positive relationship which the t-statistic is 2.3984 and the
significance is 0.0166 at the 5% level of significant. Therefore, the hypothesis is supported. It can be
proved by the previous research which there is a positive influence between firms’ size towards
profitability (Lee, 2009). Besides, firm size plays an important role in explaining the performance of
firm which they are able to diversity their risks. The positive sign of size with the higher profitability
of firm can be influenced by the market power which a larger firm may have high market power and
provides them an opportunity to charge higher prices and earn more profits.

Lastly hypothesis stated that there is a relationship between firm leverage and firm
performance of ROA. The coefficient for firm leverage (FLEV) is -1.8895. The table reveals that firm
leverage has a negative relationship with ROA which is the t-statistic is -6.0482 and the significant is
0.0000 at the level of 1% level of significant. Therefore, the hypothesis is supported. This result is
same as the previous study where the leverage has a significantly negative impact on firm
performance when the firm size is low or small (Ibhagui & Olokoyo, 2018). Furthermore, they found
that it will give a negative effect decreasing as a firm grows and threatened when firm size exceeds its
estimated level. Besides, most of the companies’ capital structure are relies on short term debt and has
a low amount of long term debt.

The Coefficient of Multiple Regression Analysis of ROE

As shown in Table 6, the ANOVA statistic for regressions conducted with the independent variables
and control variables indicate that the overall regression model was significant to the data. The reason
why it is significant because of the reported probabilities were less than the conventional 0.05 (5%)
which is 0.0187 < p-value. This shows that when all independent variables and control variables are
good joint predictors of dependent variable of ROE. Based on ANOVA the F statistics is 2.5494.

The hypothesis 1 in this study is regarding the female board member. In this research, the
female board member was hypothesized as there is a positive relationship with the firm performance
in term of return on asset (ROE). The coefficient for female board member (FEMALE) is -0.1046.
From the table 6, it shows that there is a negative relationship and significance between female board
member and ROE with the t-statistics is -1.7526 and p-value is 0.0800 at 10% level of significant.
Therefore, the hypothesis is not supported. The result shows negative because the range of female on
board in these samples is low. Besides, it can be concluding that female have no power in board
especially in decision making. This is opposite with the previous study which found that there is a
positively significant between female board member and ROE. Also, female give higher significantly
for companies than for companies without female on the board (Liickerath-Rovers, 2010). Besides,
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the influence on the decisions made on the financial performance is hard to measure due to many
factors affect the firms’ performances. So, the presences of female in board is needed in decision
making which can become more innovative, modern and transparent and give a high performance for
the firms. They also show that the presences of female on board give a good impact for the
performance of the firms especially in give a better connection among the stakeholders in all levels on
the firms.

Table 6: Coefficient of Multiple Regression Analysis of ROE

Variable Coefficient Std. Error  t-Statistic Prob.

C -3.799808 4.778859 -0.795129 0.4267
FEMALE -0.104605 0.059687 -1.752554  0.0800
BSIZE 0.176453 0.189004  0.933594 0.3507
EDU 0.267798 1.468288 0.182388 0.8553
EXPR 0.024119 0.071204  0.338729 0.7349
FSIZE 1572205 0.611294  2.571929 0.0103
FLEV -0.538621 0.558793 -0.963900 0.3353
R-squared 0.014675 Mean dependent var 7.712186

Adjusted R-squared  0.008919 S.D. dependent var 10.76637
S.E. of regression 10.71825 Akaike info criterion  7.588519

Sum squared resid 117982.6 Schwarz criterion 7.621970
Log likelihood -3916.264 Hannan-Quinn criter.  7.601212
F-statistic 2.549361 Durbin-Watson stat 1.293388

Prob(F-statistic) 0.018664

ROE = -3.7998+ (-0.1046)FEMALE + 0.1765BSIZE + 0.2678EDU +0.0241EXPR
+ 1.5722FSIZE + (-0.5386)FLEV

In addition, hypothesis 2 stated that there is negative relationship between board size (BSIZE)
and ROE. The coefficient is 0.1765 and t-statistic is 0.9336. Board size shows a positive relationship
to ROE but not significant with the probability of 0.3507. Therefore, the hypothesis is not supported.
This result also same with the study in Turkey which found that there was a positively insignificant
between board size and ROE with assume that board size is not influential on return on equity and
market value of the firm (Topal & Dogan, 2014). But, the diversity of board size towards profitability
can be influence by the economics of scale. Large firms can have a benefit of lower cost which size
give a bargaining power over the suppliers when produced a standardized product on a large quantity
with the long runs in production so the large firm will be more efficient.

Besides, the hypothesis 3 on board educational level of board predicted that as the positive
effect of board members that hold a postgraduate qualification will be more for firms with the larger
board than the firm with the smaller firm to a good performance of firm. Based on the Table 6, the
result shows a positive insignificant relationship between boards’ educational level to ROE. The
coefficient of educational level of board is 0.2678. The table also shows the educational level t-
statistic is 0.1824 with the significant of 0.8553. Therefore, the hypothesis is not supported. The result
is not influenced with prior study which found that board with the educational qualification perform
significantly better than who are not (Darmadi, 2011). However, although educational qualification
should have to perform better in the firm but it cannot be a good proxy for superior advising or
managerial quality. Hence, the diversity for performance of firm can be in other variables such as
experiences and skills that obtained outsides schools.
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Next, the hypothesis 4 stated that there is a positive relationship between the boards’
experience and firm performance. The coefficient of boards’ experiences (EXPR) is 0.0241. The table
also shows the boards’ experiences has no a positive relationship between firm performance by ROE
which the t-statistic of 0.3387 and the level of significant of 0.7349. Therefore, the hypothesis is not
supported. Besides, it is consistent with the prior study which boards’ working experiences have a
positive correlation with the firm performance (Duc & Thuy, 2013). Therefore, experiences of boards
are needed for the benefits of shareholders and the management of the firms which can contribute
positively to firms’ performance. So, it can be concluding that the experience of board members has a
positively contribute to the better and efficient of the performance of a firm.

After that, the variable of firm size is use in this research which is there is a relationship
towards firm performance in term of ROE. The coefficient for firm size (FSIZE) is 1.5722. The Table
4.5 shows the firm size and ROE has a positive relationship which the t-statistic is 2.5719 and the
significance is 0.0103 at the 5% level of significant. Therefore, the hypothesis is supported. It can be
proved by the previous study that found a positive relationship between the firm size and profitability
(Babalola, 2013). Furthermore, they found that in Nigeria, firm size is considered as important
determinant of the profitability. Besides, firm can increase the level of profits which can help the firm
grow faster influence with the size of firms which play an important role for performance of firm.
Moreover, the size plays role within the corporate environment towards the grows of conglomerates
and multinational corporations in today’s global economy.

Lastly hypothesis stated that there is a relationship between firm leverage and firm
performance of ROE. The coefficient for firm leverage (FLEV) is -0.5386. The table reveals that firm
leverage has a negative insignificant relationship with ROE which is the t-statistic is -0.9639 and the
significant 0.3353. Therefore, the hypothesis is not accepted. This result is not same as the previous
study where the leverage has a significantly negative impact on firm performance when the firm size
is low or small (Ibhagui & Olokoyo, 2018). Furthermore, they found that it will give a negative effect
decreasing as a firm grows and threatened when firm size exceeds its estimated level. Besides, most
of the companies’ capital structure are relies on short term debt and has a low amount of long term
debt.

CONCLUSION AND IMPLICATION OF STUDY

There are several main implications of this study to parties like investors, public, manager as well as
the government. First, this study will assist to the investors. The finding in this study shows that the
gender is significant to ROE. Based on this study, it can guide the investors to make the wise
investment decisions. Besides, it also contributes to a better understanding for investors on how the
gender is assist to create value and increase the performance of the firm. Hence, this research can
extend and assist public to understand thoroughly the factors that determine the firm performance and
provide with substantial information about issues in Malaysia. Next, this study could be used to help
managers to gain insight on how to enhance firm performance. By having a vary gender of board
directors in the firm, they will be motivated and work harder to increase productivity and increase the
firm performance. Besides, this study helps the manager to have a better setting of strategies to
develop more effectiveness and efficiency in adapting towards the rapidly changing of business
environment. This study also recommends to the managers to monitor the gender, firm size and firm
leverage very closely as these factors has an impact on the firm performance. Lastly, this study also
provides a useful guide for the regulators such as Bursa Malaysia which is full of rules and regulations
of disclosure especially those factors that significantly affect the performance of the firms. It is
important to have a vary on idea of decision making, the publics, investors and employees are well
protected and treated equally in order to create a transparent capital market. This study also
contributes to the government and policy makers to achieve a better outcomes and policies for
shareholders of public listed companies.

This research has accomplished its objective to provide the information regarding the extent of
understanding towards the firm performance in Malaysia. This study included four independent
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variables which is female board member, board size, boards’ educational level and boards’
experiences towards the firm performance among the listed companies in Bursa Malaysia. The result
shows that among the four independent variables only female has significant with the negative
relationship towards ROE. In addition, mostly firms in Malaysia were totally dominated by men and
only a few number of female on board. Besides, the range of female in board on these samples is
small. Hence, these can be seen where female on board have no power in the companies in Malaysia.
Others three variables; board size, experience and educational are not significant either in ROA or
ROE. Basically, the board members are mostly male in the companies in Malaysia. Besides that,
researcher aim to further contribute to the existing theory determinations of firm performance.
Managers, investors and public as well as government will be benefited by enhancing their knowledge
towards the firm performance in the annual reports. In views of researcher, the public listed
companies in Malaysia are still lack of intention in conduction the firm performance. Therefore, level
of Malaysia’s company disclosed still left behind compared to international companies. Each
company has to aware about the diversity and improved the firm performance. There are still have
ways for Malaysia achieve Wawasan 2020 which is emphasize on substantial development in term of
rapidly changing in environment, innovations and inventions.
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