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Mujeeb Al-Absy (Kingdom of Bahrain), Mustafa Hasan (Kingdom of Bahrain)

IMPACT OF THE BOARD OF

DIRECTORS CHARACTERISTICS
ON FIRM PERFORMANCE: A CASE
OF BAHRAINI LISTED FIRMS

Abstract

This study aims to examine the impact of the characteristics of the board of directors
(BOD), namely board independence, board size, frequency of board meetings, and
board gender diversity, on firm performance. This quantitative study uses data from all
firms listed in the Bahrain Bourse for 2019 and 2020. Data on BODs were taken from
the companies’ governance reports, while data on firm performance, namely return
on assets (ROA), return on equity (ROE), and earnings per share (EPS), were taken
from annual reports. Based on the ordinary least squares (OLS) approach, the results
show insignificant relationships between BOD characteristics and firm performance.
Board independence, size, frequency of meetings, and gender diversity insignificantly
enhance Bahraini firms’ performance. The results indicate that firms may need to effec-
tively implement BOD mechanisms. Moreover, other factors may moderate the impact
of BOD mechanisms on firm performance. Hence, the study suggests a need for more
regulations and policies to increase the effectiveness of board members. This study
alerts policymakers, firms’ shareholders and stakeholders, and researchers to the need
to increase directors’ roles in boosting company performance, especially in developing
countries, where it is complicated to force business to follow best governance practices.

Keywords corporate governance, board of directors, firm
performance, independence, meeting, gender diversity
JEL Classification M40, G34, G38, 125

INTRODUCTION

Global financial scandals and fraud massively affect economies world-
wide (Al-Absy & Ntim, 2020; Al-Absy, 2022b) and have caused large
businesses to fail (Al-Absy, 2022a). In addition, successive corporate
scandals and the collapse of Enron shook shareholders’ confidence in
the market. Hence, regulators and governments attempt to enhance
and revise their codes of corporate governance (CG).

The BOD is the foundation and an essential component of corpo-
rate achievement as one of the mechanisms of CG in organizations.
The board should appoint the executive director and the senior
supervisor to decide the organization’s utilitarian obligations. In
reality, each business’s primary goal is to increase the wealth of
its shareholders (Gharaibeh & Qader, 2017). Hence, the board has
an essential role in affecting firms’ vision, mission, and objectives
(Kanakriyah, 2021).

In this manner, the BOD effectiveness relies upon a group of qualities
that influence the organization’s running. Researchers have investigat-
ed the critical qualities of the BOD and their implications for financial
executives. The changing circumstances of the COVID-19 pandemic
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and business climate emergencies have attracted the interest of specialists and administrative bodies to
analyze organizations’ financial execution and evaluate the productivity of the BOD (Kanakriyah, 2021).

Numerous Asian nations have implemented regulatory changes; however, these reforms have been
based on Western CG rules and legislation and have not considered that they could be only partially im-
plemented by Asian nations (Cheung & Chan, 2006). Thus, several difficulties result from this (Hashim
& Devi, 2008). When attempting to tailor and adapt CG principles, Asian nations (including Bahrain)
have faced some challenges because their economies have diverse traits (Al-Rassas & Kamardin, 2016;
Hashim & Devi, 2008). Several factors can make successful governance difficult and they include grow-
ing company ownership concentration, a high rate of government interference, inadequate policy en-
forcement or a weak legal system, and ineffective information quality transmission (Cheung & Chan,
2006; Hashim & Devi, 2008).

While the role of CG, including the BOD, in firm performance has been extensively examined (Al-Absy
et al., 2021), especially in developed countries (Taghizadeh & Saremi, 2013), the results are different.
Only some studies have examined the effect of BODs in emerging economies (Taghizadeh & Saremi,
2013) while in the Gulf Cooperation Council (GCC), there are a few studies conducted on the influence
of BOD mechanisms on firm performance.

Regarding Bahrain, researchers have yet to examine the mechanisms of CG, and there is a need for
more studies on the role of BOD mechanisms in firm performance. The few prior investigations yielded
ambiguous findings. Hence, the current study attempts to explore the effect of four BOD characteris-
tics (independence, size, meeting frequency, and gender diversity) on firm performance by using three
proxies: return on assets (ROA), return on equity (ROE), and earnings per share (EPS). The study used
data from 39 of the 42 companies listed on the Bahrain Bourse for 2019 and 2020 (78 firm observations).

This study contributes to the body of knowledge on firm performance using agency theory as a fun-
damental theory and resource dependence theory as a supportive theory to examine the association
between BOD characteristics and firm performance. Further, the study provides empirical evidence on
2019 and 2020. Practically, the findings assist legislators and policymakers in understanding the role of
BOD characteristics in improving firms’ performance, thereby helping them re-evaluate their role in
monitoring BOD characteristics and improving the effectiveness of BODs. Shareholders may also bene-
fit from this study by understanding the effects of BOD characteristics on firm performance. Enhancing
the BOD’s effectiveness will help align the interests of managers and shareholders. Lastly, the findings
will be helpful to researchers in this field.

1. LITERATURE REVIEW

social responsibility, which brings a competitive
advantage as a critical issue in the global business

CG is a set of rules, procedures, and practices that
motivate, control, and lead organizations. CG en-
tails balancing out the interests of the organiza-
tion’s various stakeholders. It offers a structure
for organizations to achieve their main objectives.
In general, BODs are accountable for the govern-
ance of companies. The BOD sets work approach-
es, techniques, projects, and objectives, character-
izes tasks and powers for each corporate division
and system to assess execution, and frames con-
nections with stakeholders (Elsayed & Elbardan,
2018). Boards also should engage in corporate
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community (Alkadash & Aljileedi, 2020).

In Bahrain, the Minister of Industry, Commerce,
and Tourism released Decision No. 19 of 2018 in
accordance with Article 358 of the Commercial
Companies Law (CCL) to establish the CG Code
(CGCQ). This code describes the minimum required
standards for CG and applies to all Bahraini firms
(except for enterprises providing regulated finan-
cial services and licensed by the Bahrain Central
Bank, which are subject to a separate CG code). It
requires the BODs to implement the nomination,

http://dx.doi.org/10.21511/ppm.21(1).2023.25



audit, remuneration, and corporate CG. In addi-
tion, it permits the board to establish additional
specialized committees as required by company
activities. Closed joint stock companies must be
governed by a board of at least three and up to fif-
teen directors, each serving a maximum term of
three years and re-appointed by the general as-
sembly. The same rules apply for public joint stock
companies, except the minimum board size is five
directors (Radhi et al., 2020).

The respected government of Bahrain intends
to promote better CG practices throughout the
country to foster investors’ confidence and en-
hance economic development. The CGC of the
Kingdom of Bahrain is based on nine core values
that adhere to best international practices. The
CGC states that an informed, collegial, and ef-
fective board shall lead a company. Officials and
BODs shall be loyal to their companies, and the
BOD shall be responsible for establishing an ef-
ficient and clear management team structure to
drive business-related activities. Moreover, the
BOD shall be responsible for communicating with
and encouraging shareholders to design business
processes.

In terms of BOD composition, the CGC states that
the size of the board for each firm should not ex-
ceed 15 members and that its size and composi-
tion should be reviewed periodically to ensure that
it is small enough to make effective decisions but
big enough to have members who can contribute
from different fields and points of view. The BOD
must recommend to shareholders changes in the
size of the board of directors when the required
change requires amending the firm’s articles of
association. In addition, at least half of the firm’s
BOD members must be non-executive directors,
and at least three must be independent directors.
In addition, the chair of the board ought to be an
independent director and not the CEQ, so there is
a proper overall influence and more independent
decision-making.

Concerning the frequency of board meetings, the
board ought to meet regularly, at least four times
per year; all chiefs ought to go to the meetings
whenever possible, and the chiefs ought to keep
up with casual correspondence between meetings.
The board ought to be collegial and deliberative, to
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benefit from every individual’s judgment and ex-
perience. The chair should advance shared trust,
open conversation, helpful disputes, and back for
choices after they have been made. One of the re-
sponsibilities of the board is to form an audit com-
mittee consisting of at least three members, most
of whom are independent. Notably, the committee
chair should be an independent director. One or
more directors from outside the firm may be ap-
pointed if the non-executive number of directors
is insufficient.

The existing literature comprises extensive inves-
tigations into the relationship between CG mech-
anisms and firm performance. Indeed, the BOD is
the main mechanism of CG, and previous studies
have examined this in depth. Some researchers
concluded a significant positive relationship be-
tween the independence of boards and firm per-
formance, such as Mashayekhi and Bazaz (2008)
and Almarayeh (2021). These results indicate that
independent directors can effectively monitor
managers, improving their performance.

On the other hand, Marashdeh (2014), Horvath
and Spirollari (2012), Bansal and Sharma (2016),
and Fauzi and Locke (2012) showed a negative ef-
fect of board independence on firm performance.
Thus, a more independent director on the board
may reduce the board’s effectiveness in achiev-
ing the organization’s goals, negatively affecting
firm performance. Further, board independence
composition may not influence firm performance,
as evidenced by Getachew (2014), Shahzad et al.
(2015), and Johl et al. (2015). Thus, in some cas-
es, independent directors do not enhance firm
performance.

In terms of board size and its effect on firm per-
formance, the likelihood of independent directors
having corporate or financial competence may be
higher on larger boards. As a result, previous re-
search has indicated a strong positive association
between board size and firm performance (Bansal
& Sharma, 2016; Danoshana & Ravivathani, 2019;
Johl et al., 2015; Kalsie & Shrivastav, 2016; Shahzad
et al., 2015).

On the other hand, smaller boards are easier to

administer, and mid-sized boards foster bet-
ter responsibility (Lane et al.,, 2006). In this re-
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spect, Mashayekhi and Bazaz (2008) discovered a
marked inverse link between board size and firm
performance. However, other studies have found
no meaningful connection between board size
and firm performance (Al-Shammari & Al-Saidi,
2014; Almarayeh, 2021; Getachew, 2014; Horvath
& Spirollari, 2012; Marashdeh, 2014).

Regarding the board meeting, higher board meet-
ing frequency helps the board to interact and su-
pervise the organization’s activities, enhancing
firm performance. Boards that meet more fre-
quently produce better financial results and sig-
nificantly increase firm performance (Ntim &
Osei, 2011). On the other hand, the usefulness of
increased board meeting frequency in improving
business performance depends on the expertise,
experience, and enthusiasm of directors. Increased
board meeting frequency has a significant nega-
tive effect on firm performance (Danoshana &
Ravivathani, 2019; Johl et al., 2015), while Aryani
et al. (2017) and Horvath and Spirollari (2012) not-
ed a lack of relationship between board meeting
frequency and firm performance.

Concerning the board’s gender diversity, it aids
in resolving conflicts of interest between man-
agement and shareholders (Fama & Jensen, 1983).
Female directors are more independent, improve
the board’s monitoring role more than male di-
rectors (Behren & Staubo, 2016), and participate
more in board meetings (Adams & Ferreira, 2009).
Besides, they express diverse views during board
meetings and communication held (Mathisen et
al., 2013). Accordingly, Adams and Ferreira (2009),
Campbell and Minguez-Vera (2008), El-Khatib
and Joy (2021), Getachew (2014), Liu et al. (2014),
and Taghizadeh and Saremi (2013) concluded that
a higher proportion of female directors is strongly
associated with higher firm performance.

On the other hand, women on the board are
significantly associated with lower firm perfor-
mance (Al-Shammari & Al-Saidi, 2014; Fauzi &
Locke, 2012; Wellalage & Locke, 2013). Further,
Almarayeh (2021), Horvath and Spirollari (2012),
Khadash and Washali (2019), Wang and Clift
(2009), and Yusoft et al. (2013) rejected a relation-
ship between board gender diversity, the presence
of female directors, and firm performance. Thus,
women’s lack of representation in board positions
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has diminished their influence and effectiveness
(Abdullah et al., 2016; Yusoff et al., 2013).

The literature review on the effect of the board of
directors on firm performance showed uncertain
results. Some are in line with agency and resource
dependence theories, and others are against them.
This inconsistency may indicate that firms may
ineffectively implement the mechanisms of the
board of directors or may need further enhance
them. As a result, most countries still revise their
corporate governance code to enhance its effec-
tiveness. Hence, more investigation with updated
data is required.

Therefore, this study extends the literature by pro-
viding the results with current data for 2019 and
2020 of Bahraini listed firms. It examines the im-
pact of the characteristics of the board of directors
(BOD), namely board independence, board size,
frequency of board meetings, and board gender
diversity, on firm performance. According to the
theories of agency and resource dependence and
the literature review, this study suggests the fol-
lowing hypotheses:

H: There is a positive relationship between
board independence and firm performance.

H, There is a positive relationship between
board size and firm performance.

H;:  Thereisapositive relationship between board
meeting frequency and firm performance.

H;: ‘Thereisapositive relationship between board
gender diversity and firm performance.

2. METHODOLOGY

This quantitative study sampled all 42 firms listed
on the Bahrain Bourse for 2019 and 2020 (84 firm
observations). However, because of missing data
for some variables, the final sample for this study
was 39 listed firms for the two years, resulting in
78 firm observations. Table 1 shows the type of in-
dustry for the sampled firms. Data were collected
from the published annual reports of listed firms.
Further, CG variables were collected from the CG
reports published on each company’s website.

http://dx.doi.org/10.21511/ppm.21(1).2023.25
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Table 1. Descriptive statistics for the type Model 1
of industry
Industry ° Frequency : Percentage ROA= BBIND + 5, BSIZE +
Communcatonsserviees 6 76 +B,BMEET + B,BGEN + B ACSIZE+ ()
. 160 1726892 +B,ACMEET + B, BigA+ B, FSIZE +
A2 + B LEV + B, AAGE + &,
6 7.69
2 2.56
Ty Model2
78 : 100

ROE = B.BIND + 3,BSIZE +

In terms of the regression models, the study used +B,BMEET + B,BGEN + B, ACSIZE +
ordinary least squares (OLS) regression analysis, ’ N °

available in the STATA software program, to ex- +BACMEET + f3;, Big4 + S FSIZE +
amine the influence of BOD characteristics (in- +f8 LEV + 3,,AAGE +&..
dependence, size, meeting frequency, and gen-

der diversity) on firm performance. It uses three Model 3

measurements: ROA, ROE, and EPS. This paper

included several control variables selected based EpS = B.BIND + 3, BSIZE +

on earlier studies. These variables were associat- N ﬁ3 BMEET + ﬁ4 BGEN + ,35 ACSIZE +

ed with audit committee (AC) mechanisms (for (3)
example, AC size and meeting frequency), other +B,ACMEET + [3,Big4+ B, FSIZE +
CG mech:amsms (for example, audit ﬁrrp), and " ﬁg LEV + ﬂlo AAGE +¢.,.
firm-specific features (for example, firm size, age,
and leverage). Table 2 displays more information
on these variables. 3. RESULTS AND DISCUSSION
Table 2. Summary of the operationalization Tables 3 and 4 show the descriptive statistics for
of the variables all variables, the mean, standard deviation, mini-
: - : mum, and maximum. The mean value of ROA was
ﬁ;r:nymi - Va"abLeS . lmeasu/rimei"; 1.09, with a minimum of -28.4 and a maximum
: eturn on Assets : et Income ota ssets .
Net|ncome/Tota| - of 22.1. The mean value of ROE was 2.09, with a
ROF Tewmonfauly - hareholder'sequity  minimum of -92.99 and a maximum of 50.3. The
EPS | EarningsPershare . Netincome/Totalshares  mean value of EPS was 14.31, with a minimum of
BIND | Board Independence | Independent directors on -179 and a maximum of 155.
et ... theboard
BSIZE Board members .. ..
s Table 3. Descriptive statistics for dependent
BMEET board Vieetings Board meeting per year .
Board Gender Female Directors / Board variables
BGEN oo ,
I ... Diversity e D128,
ACSIZE  AuditCommitteeSize ACmembers  _Variable Mean __SD Max
7 Audit Committee ‘ ROA 1.093974 : 7.046811 221
ACMEET  Meetings  Acmeemmespervear - goe : : 503
Biga Big Audit Firm 1if audited by Big4, 0 EPS 155
S SO o Otherwise . BIND 10
Fsizs _..firmSize Natural log of total assets — gg)7¢ 12
LV ... Leverage . Totaldebttototalassets et 15
FAGE Firm Age Years since the firm’s BGEN 0.2
: foundation -
ACSIZE 7
ACMEET 13
Thus, the following regressions were utilized to  Fsize | 18.97642
discover the effect of BOD characteristics on firm  LEV : : : 621
performance: (i) ROA; (ii) ROE; and (iii) EPS. FAGE ;3621795 @ 13.94949 2 ;63
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Problems and Perspectives in Management, Volume 21, Issue 1, 2023

Table 4. Descriptive statistics for dummy control
variables

Yes No
No. % ° No. %
Bigd 66 84.62 12 15.38

Variable

Concerning board independence, Table 3 shows
that the average number of independent directors
was 4.28 (mean value), and the lowest number was
0 (minimum value), which is against the recommen-
dation of the Bahrain code of CG. On the other hand,
the highest number was ten directors (maximum
value). The mean value of board size was 8.97, i.e., the
average listed firm in Bahrain had 8.97 directors on
the board. The minimum value was five, meaning
that every board included at least five directors. The
maximum value was 12 directors. The mean value
was six meetings concerning annual board meeting
frequency. The lowest annual board meetings of list-
ed firms were three, and the highest were 15.

For board gender diversity, the mean value was 12%,
which means that the proportion of women on the
board was 12%. The minimum value was 0, meaning
that some of the listed firms did not have female di-
rectors on the board. The maximum value was three,
so some listed firms had three women on the board.
Further data analysis shows that 20 firm observa-
tions (25.64%) had at least one female director, while
58 (74.36%) had no female directors on the board.

Regarding the control variables, Table 3 demon-
strates that the mean value of AC size was 3.88 direc-
tors, which means that the listed firms appointed ap-
proximately four directors to their ACs. The smallest
value for AC size was two directors, and the largest
was seven. Concerning AC meeting frequency, the
mean value was 4.70, meaning that ACs of listed
firms met 4.70 times a year. The lowest value for an-
nual AC meetings was two, and the highest was 13.
Lastly, Table 4 shows that 84.62% of listed firms (66
firm observations) appointed big four audit firms to
review and examine their financial statements; on-
ly 15.38% (12 firm observations) appointed non-big
audit firms.

Before executing the regression analysis, the paper
examined the goodness of fit of the sample data with
the statistical assumptions (Hair et al., 2013). The
study checked outliers, normality, multicollinearity,
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and heteroscedasticity. According to Hair etal. (2010),
outliers arise when one observation has a significant-
ly different value. There are various approaches for
dealing with the outlier problem. In keeping with
previous investigations, the current study employed
the winsorization strategy to reduce the impact of
outliers (Al-Absy, Almaamari, et al., 2020; Al-Absy
et al,, 2019; Al-Absy, Ismalil, et al., 2020). This study
weighted the most extreme observations of variables
with outliers, such as ROE, ROA, EPS, ACMEET,
leverage (LEV), and firm age (FAGE), by convert-
ing the value of the observations from their original
value to the normal value. However, the study tried
to preserve the original data as much as possible by
winsorizing the data with a minimum of 1% for the
top and bottom (Yoon et al., 2006).

Further, one of the underlying assumptions that
must be evaluated is normality (Hair et al., 2013;
Tabachnick & Fidell, 2007). Normality is the degree
to which the sample data distribution matches the
normal distribution (Hair et al., 2013). In general,
applying data transformations to extreme values of
variables that suffer from outliers may be the pri-
mary way of correcting variable non-normality and
drawing univariate outliers of that variable closer
to the center of the distribution (Hair et al., 2013).
The skewness and kurtosis descriptive numerical
techniques evaluated the normality of each varia-
ble (Hair et al., 2013). Table 5 demonstrates that the
dataset of individual variables had no serious vio-
lation of the normality assumption, with the skew-
ness not surpassing the 3 threshold and kurtosis
not surpassing the +10 threshold (Kline, 2015).

Table 5. Descriptive statistics of skewness
and kurtosis

Variable Skewness Kurtosis
ROA -0.9002 3.9229
S T S
i e
BSIZE 2778
BIND ‘ 36729
BMEET 1.8320 65097
BGEN 1.4968 49131
ACSIZE 0.8251 3336
ACMEET 1.2613 39077
FSIZE -0.3554 2136
o . P
LV 25297
FAGE 02171 21329
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The study also considers the issue of multicollin-
earity. The correlation between independent var-
iables is a crucial issue in understanding regres-
sion findings. A strong correlation between the
independent and control variables can substan-
tially impact a regression model’s predictive pow-
er (Hair et al., 2013). The correlation matrix test
for independent and control variables is the most
straightforward and suitable technique to detect
collinearity and multicollinearity concerns (Hair
etal., 2013). If there is a strong correlation between
variables, estimated to be +0.80 or above, there is a
significant collinearity problem (Hair et al., 2013).

Accordingly, Table 6 shows several statistically sig-
nificant relationships between variables. However,
the significant correlations between the variables
did not exceed the threshold of +0.80, so there is
no indication of serious multicollinearity issues.

The study also tests the issue of homoscedastic-
ity, where the hypothesis is that the dependent
variable exhibits identical degrees of variation
throughout the range of independent factors.
When this variance does not match the values of

Table 6. Correlations matrix of study variables

Problems and Perspectives in Management, Volume 21, Issue 1, 2023

the independent variables, the relationship be-
tween the variables is heteroscedastic (Hair et al.,
2013). Thus, the Breusch-Pagan/Cook-Weisberg
test, a common test for heteroscedasticity, was
employed to determine the presence of hetero-
scedasticity in the current study’s models, ROA,
ROE, and EPS (Baum et al., 2003). The results
showed that the p-value of the ROA and EPS
models was higher than 0.05. As a result, the da-
ta of these models do not suffer from a hetero-
scedasticity problem. However, regarding the
ROE model, the p-value of the model was lower
than 0.05, and thus, the data of this model suf-
fer from a heteroscedasticity problem. Hence, for
the ROE model, regression was run by adding the
option of “robust” to solve the heteroscedasticity
problem.

Table 7 shows the results of OLS regression for the
three models (ROA, ROE, and EPS). All models fit
and are significant at the 1% level. Regarding the
R squared (R2), the percentages for the ROA, ROE,
and EPS models were 62%, 61%, and 45%, respec-
tively. This means that the study included most
variables affecting firm performance.

Variable | ROA | ROE : EPS : BSIZE : BIND : BMEET | BGEN : ACSIZE : ACMEET @ FSIZE : Bigd4 | LEV : FAGE

BOA 000 L R S S
0.847 : 1.000

ROE BT T L L L LT T L TE SLTTTTrPrT N

0.000

0.123 0.

904 | 0345

41000

http://dx.doi.org/10.21511/ppm.21(1).2023.25
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Table 7 illustrates an insignificant negative rela-
tionship between board independence and firm
performance, measured by ROA and ROE, and
an insignificant positive relationship with EPS.
Hence, board independence does not affect firm
performance. The results indicate that independ-
ent directors may not fully engage in the firm op-
erations or have insufficient experience to moni-
tor and supervise the managers. This result does
not support the hypothesis and is not in line with
the theories of agency and resource dependence,
which suggest that board independence increases
performance. Further, the result rejects the results
of Almarayeh (2021) and Mashayekhi and Bazaz
(2008).

However, this result is in line with Getachew
(2014), Johl et al. (2015), and Shahzad et al. (2015),
who discovered no relationship between board
independence and firm performance. This study
may reflect that independent board members do
not participate well in board meetings, as docu-
mented by Bansal and Sharma (2016), Fauzi and
Locke (2012), Horvath and Spirollari (2012), and
Marashdeh (2014), who found that independent di-
rectors are associated with low firm performance.

The findings indicate an insignificant positive rela-
tionship between board size and firm performance,
measured by ROA, ROE, and EPS. Hence, the re-

Table 7. OLS regression for the three models

sult does not support the hypothesis and does not
align with the theories of agency and resource
dependence, which suggest that higher numbers
of directors on the board could significantly en-
hance firm performance (Bansal & Sharma, 2016;
Danoshana & Ravivathani, 2019; Johl et al., 2015;
Kalsie & Shrivastav, 2016; Shahzad et al., 2015).
Thus, higher numbers of directors do not neces-
sarily increase firm performance, which is con-
sistent with Al-Shammari and Al-Saidi (2014),
Almarayeh (2021), Getachew (2014), Horvath and
Spirollari (2012), and Marashdeh (2014). This
means that a higher number of board directors
may not be easily managed and would reduce their
accountability.

Table 7 indicates an insignificant positive relation-
ship between board meeting frequency and firm
performance measured by ROA, and an insignif-
icant negative relationship with ROE and EPS.
Consequently, the findings do not support the hy-
pothesis and contradict the theories of agency and
resource dependence, which suggest that increas-
ing the frequency of meetings might significantly
improve firm performance (Ntim & Osei, 2011).
Therefore, increased board meeting frequency
does not necessarily improve firm performance
(Aryani et al., 2017; Horvath & Spirollari, 2012). It
seems that directors may not efficiently participate
in board meetings. Further, they may need more

ROA
Variable
Coef. t Coef.

:.05235 | 04700 : 0.6410

..00393 | 02100 . 08360 01354
BGEN | 270059 | 0.3800 . 07080 715.8630
PCSIZE . 06045 | 15700 01220 40593
PCMEET e . 705420 | -1.6700 = 0.1000 33277
BIBA | 58632 © 48000  0.0000* 291710
JSIZE  -0.2282 | -15800 = 0.1200 717538 1610
LBV e . 705339 | —3.4000 | 0.0010** 23579
JAGE . 700100 | —0.3500 = 07290 ..0:3496 14200

cons ~2.4716 | —0.1300 ~64.5143 : ~153.3184  —0.9200 | 0.3590

Industry Durnmy ncluded o nduded o dnduded
Year Dummy Included Included Included
Fvalve ' : : '
I8
RZ
.
Firms
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time to prepare for the meeting. Therefore, in
some circumstances, a higher frequency of meet-
ings may not produce the desired results and may
result in lower firm performance (Danoshana &
Ravivathani, 2019; Johl et al., 2015).

The results show an insignificant positive relation-

Problems and Perspectives in Management, Volume 21, Issue 1, 2023

2021; Getachew, 2014; Liu et al., 2014; Taghizadeh
& Saremi, 2013). The study confirmed the insignif-
icant impact of gender diversity on firm perfor-
mance (Almarayeh, 2021; Horvath & Spirollari,
2012; Khadash & Washali, 2019; Wang & Clift,
2009; Yusoff et al., 2013). Thus, female directors
may have insufficient power to participate effective-

ship between board gender diversity and firm per- ly on the board due to the low proportion of women.
formance, measured by ROA, ROE, and EPS. A
higher percentage of female directors does not sig-
nificantly improve firm performance. Hence, the

result does not support the hypothesis and con-

Hypotheses testing results are provided in Table 8.
Table 8. Hypotheses testing results

tradicts the theories of agency and resource reli- Hypothesis:Suggested Results Conclusion

ance, which suggest that increasing the propor- H1 ~Positive : Negative insignificant  Not supported

tion of female directors would significantly im- H2  ~ ‘Positive  Positive insignificant

prove firm performance (Adams & Ferreira, 2009; ~ H3_  Posiive . Negativeinsignificant = )
i Positive i Positive insignificant i Not supported

Campbell & Minguez-Vera, 2008; El-Khatib & Joy, 4

CONCLUSION

The study aimed to investigate the impact of the BOD characteristics, namely board size, board inde-
pendence, frequency of board meetings, and board gender diversity, on the performance of listed firms
on the Bahrain Bourse. The findings demonstrate an insignificant relationship between BOD character-
istics and firm performance, which is against the agency and resource dependence theories that suggest-
ed BOD characteristics could significantly enhance the firm performance. However, the results suggest
that firms may not execute BOD procedures successfully. Moreover, other variables may limit boards’
ability to improve firm performance.

Therefore, the board of directors may not efficiently monitor and supervise the managers or may need
further rules and policies to be implemented in Bahrain to enhance their role and responsibility. Hence,
policymakers must re-evaluate the independency of board directors, the policies for conducting the
board meeting, and the efficient size of board directors, which can enhance firm performance. In addi-
tion, policies should increase the representation of females on the boards and strengthen their corporate
governance role.

The results indicate that there is a need for more investigation into the role of BOD in increasing firm
performance. Furthermore, it expects that some other factors, such as nomination committee char-
acteristics or remuneration committee characteristics, could strengthen the effectiveness of BOD in
increasing the firm performance. Moreover, future research may study the relationship over a more
extended period. Besides, research on all GCC countries would provide more accurate results because it
would mean a larger sample, and Gulf countries share many similarities in business activities.
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