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Abstract  

This study examines the association between board characteristics and ownership structure 

such as supervisory board, board independence, CEO duality, women directors, board 

meetings, and ownership concentration and firm performance measured by Tobin’s Q. This 

study draws on data from 1672 firms listed in Shanghai Stock Exchange (SSE) and Shenzhen 

Stock Exchange (SZSE) for the year of 2018, using a multiple regression model. The study 

finds that ownership concentration, board meetings and CEO duality are positively 

significantly associated with firm performance. The study also finds that women directors are 

not associated with firm performance. The evidence of this study also shows that supervisory 

board and board independence have no association with firm performance. The findings of this 

study add empirical evidence on the relation between internal corporate governance structure 

and firm performance in China. These findings of this study might provide useful guidance of 

corporate governance practices for policymakers and firm managers in China. 

 

Keywords: Corporate Governance; Board Characteristics; Ownership Structure; 

Firm Performance; China;  

 

 

  



International Conference on Economics, Entrepreneurship and Management  

2021 (ICEEM2021) 

 Nilai    February 28, 2021 

 

BOARD OF DIRECTORS CHARACTERISTICS, OWNERSHIP 

STRUCTURE AND FIRM PERFORMANCE: EVIDENCE FROM 

CHINA 

Li Meiling and Hasnah Shaari*  

 Tunku Puteri Intan Safinaz School of Accountancy, Universiti Utara Malaysia 

*s.hasnah@uum.edu.my 

 

Abstract. This study examines the association between board characteristics and ownership 

structure such as supervisory board, board independence, CEO duality, women directors, board 

meetings, and ownership concentration and firm performance measured by Tobin’s Q. This 

study draws on data from 1672 firms listed in Shanghai Stock Exchange (SSE) and Shenzhen 

Stock Exchange (SZSE) for the year of 2018, using a multiple regression model. The study 

finds that ownership concentration, board meetings and CEO duality are positively 

significantly associated with firm performance. The study also finds that women directors are 

not associated with firm performance. The evidence of this study also shows that supervisory 

board and board independence have no association with firm performance. The findings of this 

study add empirical evidence on the relation between internal corporate governance structure 

and firm performance in China. These findings of this study might provide useful guidance of 

corporate governance practices for policymakers and firm managers in China. 

 

Keywords: corporate governance, board characteristics, ownership structure, firm 

performance, China. 

 

 

1. Introduction  
In the U.S. and other Western developed countries, board of directors are elected by 

shareholders as the link between owners and operators. This corporate governance mechanism 

is intended to alleviate the agency problems caused by the separation of ownership and 

management. The composition and effective operation of the board of directors determine the 

appointment, incentive and supervision of management of company in ensuring the 

maximization of company value, which ultimately have a fundamental effect on the firm 

performance (Jensen & Meckling, 1976; Shleifer & Vishny, 1997). Fama and Jensen (1983) 

believed that board of directors play the role of both management decision-making and 

decision-making control.  

 

As an emerging market country with the second largest economy in the world, however, 

Chinese listed companies have distinct characteristics and environment compared to U.S. 

public companies as well as other Western developed countries (Shao, 2019). In terms of 

external governance mechanisms, there are major differences in the external environment and 

regulatory legal system. With respect to external governance mechanisms, its external 
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environment and the regulatory system have major variations. At present, China’s capital stock 

market remains underdeveloped, its performance is constrained by external factors such as 

product market, professional manager market and legal environment.  

 

Most of listed companies’ corporation nature are SOEs (state-owned enterprises) in 

China whose ownership is mainly controlled by the central and local governments, while 

family, individuals or institutional investors are not holding large stocks in Chinese listed 

companies (Hu, Tam, & Tan, 2010; Liu, Miletkov, Wei, & Yang, 2015). However, the 

principal-agent problem of SOEs is more complicated than that of private enterprises, partly 

because government officials are appointed to act both as principal of the management team 

and as agents of the owner of state, and partly because the state exercises ownership on behalf 

of the public (Molnar, 2017).  

 

Good corporate governance, especially internal governance, can help to lower agency 

cost of internal supervision and management in ensuring efficient decision-making and 

effective execution, and ultimately improving corporate performance. Although at a time when 

China’s economic growth is slowing down, the corporate debt is at a high level, the excess 

production capacity of some heavy industry sectors is serious, and corporate profitability has 

declined in a wide range, which directly lead to the enormous pressure from intensified 

competition which from other low-cost emerging economies (Molnar, 2017).  

 

Therefore, corporate governance as a key priority to improve performance is becoming 

increasingly important, especially how to improve medium and long-term corporate 

performance. Because companies want to provide long-term value to shareholders and other 

stakeholders, appropriate and effective corporate governance is essential. It also is conducive 

to the establishment of confidence in capital markets and the enhancement of trust in business 

transactions, as well as to attract more inward investment (especially foreign investment), 

further help companies reduce the high level of corporate debt (Molnar et al., 2017). 

 

This study is motivated by the key differences of Chinese corporate governance model 

in comparison with the Anglo-Saxon corporate governance model to solve the issues existing 

in corporate governance practices and improve firm performance of Chinese listed firms. The 

practices of corporate governance in China have adopted and implemented corporate 

governance mechanisms from western developed countries (Shao, 2019) whose corporate 

governance reforms are relatively early. However, the external mechanism of corporate 

governance in China is still relatively weak compared with those in western developed 

countries (such as the US., UK. and Australia), for example, the weak legal system and 

immature capital market (Guo, Smallman, & Radford, 2013).  

 

 

Therefore, it is of great practical significance to research dual board structures, 

ownership structures and the association between firm performance. In order to provide some 

guidance and suggestions on improving internal governance for listed companies of China, this 

study aims to investigate the ties between dual board characteristics, ownership structure and 

firm performance. 

 



2. Literature Review and Hypothesis Development  
 

2.1 Supervisory Board and Firm Performance 

According to agency theory, supervisory board should control operation risks 

effectively by supervising the company’s operation activities, thus to maximize the company’s 

value and performance (Song et al., 2019). Adams and Ferreira (2009) demonstrated that the 

dual board structure may improve corporate performance through more effective monitoring. 

Indeed, the supervisory board system is often criticized as performing practically no function, 

a mere formality. Because of the high concentration of ownership, China’s supervisory board 

may even become the public servant for major shareholders and managers.  

 

Shao (2019) indicated that supervisory board is positively associated with firm 

performance. However, Hu et al. (2010) recorded supervisory board has a negative impact of 

on firm performance resulted by the obstacle of ownership concentration. Yao and Lu (2010) 

and Song et al. (2019) also found that the short of supervisory board independence and the low 

supervision efficiency affect the low company’s performance. Accordingly, hypothesis 1 is 

proposed by the above analysis: 

H1: Supervisory board is negatively associated with firm performance. 

 

2.2 Board Independence and Firm Performance 

In agency theory, independent directors will have played a part in monitoring and 

restraining management and insider trading actively in context of higher ownership 

concentration. In China, where ownership structure of enterprises is concentrated and the 

institutional environment is weak, the government appoints independent directors to prevent 

insider trading and protect the interests of investors. Therefore, the directors must be 

independent, which further reflects the independence of BoD.  

 

Liu et al. (2015) offered probably most comprehensive empirical analysis of board 

independence and firm performance, results supported that strong internal governance, such as 

independent BoD, can effectively curb agency problems, including those related to major 

shareholders, hence resulting in better performance.  

 

Hu et al. (2010) documented that the governance role of the BoD have not shown 

effectiveness in ensuring maximum value for the company, which is consistent with the study 

by Shao (2019) found that there is no association between independent directors with firm 

performance. This result is partly supported by the evidence from China provided by Molnar 

et al. (2017) that revealed that, once endogeneity is controlled, it could not be shown that an 

increase in independent directors improves corporate performance in general, however, 

company profitability improved when the independent directors system introduced. In contrast, 

Vo and Nguyen (2014) provided the evidence that board independence has opposite impacts 

on firm performance using data from Vietnam’s listed companies.  

H2: Board independence is negatively associated with firm performance. 

 

2.3 CEO Duality and Firm Performance 

At present, most of Chinese listed firms implement the leadership structure in which 

CEO and chair are not completely separated. Separating the two positions can enhance 



effective supervision of BoD over the managers, but correspondingly lead to high supervision 

costs. However, the duality of the two roles can greatly reduce the cost of supervision and 

control between them, and resolve information asymmetry problem between chairman and 

CEO, thereby reducing corresponding communication costs. This will effectively improve the 

operation performance, and realize maximization of shareholder benefits. This is supported by 

the research of Leng and Mansor (2005), Abid and Ahmed (2015) and Bansal and Sharma 

(2016) showed that CEO duality significantly positively related to the firm performance.  

 

On the contrary, Jensen (1993) emphasized that if the leadership structure of a company 

is characterized by CEO duality, then the BoD have inexistence of independent leader, which 

will generate some key functions of the BoD being unable to be effectively exercised and 

played, thus affecting the operating efficiency of the BoD and the future firm performance. 

This is supported by Reddy, Locke, and Scrimgeour (2010), Chugh et al. (2011), Amba (2014) 

and Shao (2019) added that the CEO duality is negatively associated with firm performance, 

which creates additional agency costs and lowers the performance. Accordingly, hypothesis 3 

is proposed by the above analysis: 

H3: CEO duality is positively associated with firm performance. 

 

2.4 Women Directors and Firm Performance 

According to agency theory, female directors play monitoring, executive and advisory 

roles as board members, thus helping firms to enhance performance to the greatest extent. With 

the development of the times, the proportion of outstanding female executives in the company 

has increased year by year. At present, women directors are already represented the seats on 

the boards of modern companies.  

 

Liu, Wei, and Xie (2014) found that female directors in companies with legal person 

owners is significant positive related to firm performance using the data of 2000 firms in China 

over 13 years from 1999-2011, which results supported by Darko and Uzonwanne (2016) and 

Duru, Iyengar, and Zampelli (2016). However, Darmadi (2011) found a reverse influence on 

gender diversity on the BoD (the Blau index and the Shannon index) and firm performance. 

Shukeri, Shin, and Shaari (2012) showed no significant association between female directors 

on BoD and firm performance. This is to say, the increase or decrease of women directors 

would not create change of corporate performance level. Accordingly, hypothesis 4 is proposed 

by the above analysis: 

H4: Women directors is positively associated with firm performance. 

 

2.5 Board Meetings and Firm Performance 

Board meetings can reflect the governance performance of BoD. Following agency 

theory, the functions of control and monitoring managers, as well as functions of the 

formulation and implementation of company decisions and strategies by the BoD are fulfilled 

through the form of board meetings, which thus boosting the firm performance. The board 

meetings is therefore a reactivity of the company’s better performance.  

 

Eluyela et al. (2018) found that there is a positive relationship between board meeting 

frequency and firm performance using the data from Nigeria stock exchange (NSE) market. 

Johl, Kaur, and Cooper (2015), Jensen (1993), Vafeas (1999) explored the impact of board 



meetings, from the perspective of board diligence, on firm performance, which indicated that 

board meetings has an inverse effect on firm performance. They also suggest the firms need 

less frequent board meetings. Accordingly, hypothesis 5 is proposed by the above analysis: 

H5: Board meetings is positively associated with firm performance. 

 

2.6 Ownership Concentration and Firm Performance 

Ownership concentration is a branch of equity structure, which also is the shareholding 

held by investors in an entity company. There are three major categories of ownership 

concentration. One is that the degree of ownership concentration is enormous, and more than 

half of the company’s equity is held by shareholders with absolute control. Second, the shares 

are in a state of serious decentralization, ownership and control are almost completely separated 

from each other. Third, the companies themselves have relatively controlling shareholders with 

strong control ability, and there are other large shareholders. 

 

According to agency theory, when a company has a high ownership concentration, 

major shareholders have the incentive to improve the company’s performance by assuming 

supervisory responsibility for their own interests. Correspondingly, the large shareholders have 

ability to get the latest information on company’s development, which can curb adverse effects 

of information asymmetry, reduce the supervision cost to the management, and help address 

the principal-agent problem. Ahmed Sheikh, Wang, and Khan (2013) revealed that ownership 

concentration is positively associated with firm performance using the data of companies listed 

on Karachi Stock Exchange (KSE) in the context of Pakistan from 2004 to 2008. At the same 

time, minority shareholders are prone to free-riding.  

 

Conversely, the controlling shareholders may use its controlling position in the 

company to abuse control rights, thereby violating the interests of company and small 

shareholders, thereby reducing the efficiency of corporate governance. Similarly, Hu et al. 

(2010) indicated that ownership concentration is negatively and significantly influence on firm 

performance using the data of 304 publicly listed firms from China for the period between 2003 

and 2005 by building a structural equation modelling. Therefore, the separation of corporate 

management rights and ownership brought about by decentralization of ownership structure 

affects corporate governance and business performance. Shao (2019) revealed that ownership 

concentration has no effect on performance of corporate using methods of OLS, fixed-effects 

and the system GMM by the data of 2545 individual firms during from 2001 to 2015 in China. 

Accordingly, hypothesis 6 is proposed by the above analysis: 

H6: Ownership concentration is positively associated with firm performance. 

 

3. Methodology 

3.1 Research Model 

 

Following Palaniappan (2017) and Shao (2019), this study uses the similar 

experimental model to test the hypothesis. The experimental model equation is as follows: 

 

FP=β0+β1SB+β2BI+β3CEODUL+β4WD+β5BM+β6OC+β7SIZE+β8AGE+β9LEV+ε 

 



where FP is firm performance, adopts Tobin’s Q. β0 is a constant number. β1 to β9 are the 

regression parameter, and ε is the regression residual. 

 

3.2 Measurement of Variable 

3.2.1 Dependent Variables 

Tobin’s Q index is applied as the measure of firm performance as the dependent 

variable. Tobin’s Q is defined by Xu, McIver, Shan, and Wang (2016), Veklenko, 2016; Ciftci 

et al. (2019), Shao (2019) to be the ratio of the aggregate of the market value of equity and the 

market value of total liabilities to total assets, which reflects firm’s expected performance 

(Pletzer, Nikolova, Kedzior, & Voelpel, 2015; Terjesen, Couto, & Francisco, 2016).  

 

3.2.2 Independent Variables 

Supervisory board (SB), board independence (BI), CEO duality (CEODUL), women 

directors (WD) and board meetings (BM) are used to measure dual board characteristics. SB is 

measured as the number of supervisory board members. BI is expressed as percentage of 

independent directors disclosed in annual report to the board size (Liu, et al., 2015). The CEO 

duality sets the dummy variable, when CEO serves as chairman, take 1; otherwise, take 0 (Yan 

Lam & Kam Lee, 2008; Shao, 2019). WD is measured by proportion of women directors in the 

board (Liu et al., 2014). BM is measured by the number of board meetings in one year (Song 

et al., 2008), because the minutes of the board meetings for the fiscal year are summarized 

according to the number of times disclosed in the annual report. Ownership concentration (OC) 

is computed by shareholding by the largest five shareholders, which is employed to measure 

ownership structure (Shao, 2019; Ciftci et al., 2019). 

 

3.2.3 Control Variables 

This study uses firm size, age and leverage as the control variables (Ciftci et al., 2019; 

Shao, 2019; Palaniappan, 2017). Firm size is measured as the natural log of total assets (Yan 

Lam & Kam Lee, 2008), while the firm age is measured as the natural log of number of years 

the firm listed on the exchange (Liu et al., 2014; Shao, 2019), and lastly the financial leverage 

is computed as asset-liability ratio (Liu et al., 2015).  

 

 

3.3 Sample and data collection 

The data for this study are based on all A-shares listed companies from Shanghai Stock 

Exchange (SSE) and Shenzhen Stock Exchange (SZSE) in China for the year of 2018. Thus, 

this study identified the final 1672 listed companies as sample size. To prevent adverse impact 

of extreme values on the results, financial companies, and public administration and social 

organization are excluded. All data are acquired from the database of China Stock Market & 

Accounting Research (CSMAR) which offers data on the China stock markets and the annual 

report of listed companies in China.  

 

 

 

 

 



4. Results 

 

Table 1 displays the summary of descriptive statistics analysis, which includes value of 

mean, minimum, maximum and standard deviation of variables. The range of FP is mainly 

distributed between 0.673 and 10.230 with mean value of 1.649, which is greater than 1, 

specifying that companies have created wealth for the shareholders. This is in line with Shao 

(2019).  

 

Table 1:Descriptive Statistics 

 Variables n Minimum Maximum Mean Std. Deviation 

SB 1672 1 14 3.53 1.133 

BI 1672 0.143 0.8 0.376 0.058 

CEODUL 1672 0 1 0.26 0.438 

WD 1672 0.059 0.833 0.229 0.127 

BM 1672 3 58 10.44 4.542 

OC 1672 0.113 0.961 0.524 0.143 

SIZE 1672 18.295 28.52 22.584 1.263 

AGE 1672 1.099 3.332 2.36 0.655 

LEV 1672 0.01 0.979 0.425 0.193 

FP 1672 0.673 10.23 1.649 0.973 

Note: SB is supervisory board, BI is board independence, CEODUL is CEO duality, WD is women directors, BM 

is board meetings, OC is ownership concentration, SIZE is firm size, AGE is firm age, LEV is firm leverage and FP 

is firm performance. 

 

Furthermore, the number of member in supervisory board (SB) is mainly distributed 

between 1 to 14 members, with an average size approximately of 4 members in supervisory 

board. The proportion of independent directors (BI) is mainly distributed between 14.3% to 

80%. The average value of its proportion of independent directors is 37.6%, which basically 

meets the mandatory requirements of the Chinese Corporate Governance Code that at least 1/3 

directors are independent in a BoD of listed firms. The mean value of CEODUL is 0.26, 

showing that only 26% of the listed company combine two roles of CEO and chair, and most 

of listed companies implement the leadership structure of separating two positions of chair and 

CEO which consistent with Shao (2019).  

 

The proportion of women directors (WD) in the BoD is mainly distributed between 

5.9% to 83.3%, and the average proportion of female directors is 22.9%, indicating that most 

listed companies do not have more female directors. The board meetings (BM) of sample 

companies occur at least 3 times a year, up to 58 times. Its average annual board meeting 

frequency is 10 times, which implies the BoD effectively enforces the requirements of the 

company law where the BoD should meets at least twice a year (Company Law in China, 2016). 

The shareholdings of the five largest shareholders (OC) is mainly distributed between 11.3% 

to 96.1%, and the average shareholdings of five largest shareholders is 52.4%, indicating that 

52.4% of shares are concentrated by handful of the top five shareholders. For control variables, 

the mean of firm size (SIZE) is 22.584 with minimum of 18.295 and maximum of 28.52. The 

average value of firm age (AGE) is 2.36 with minimum of 1.099 and maximum of 3.332. 

Leverage (LEV) of firm measured by asset-liability ratio ranges between 0.673 to 10.23 with 

a mean value of 1.649. 

 



Table 2 displays the association between firm performance and each characteristic of 

board and ownership concentration. It reveals that the regression coefficient for the supervisory 

board (SB) is negative but insignificant (p>0.05), thus H1 is not supported. Board 

independence (BI) has t-value of -0.071 and the corresponding p-value of 0.943, which displays 

that the coefficient of BI is negative but insignificant (p>0.05). In other words, independent 

directors is not associated with firm performance in China. Hence, this result infers that board 

independence does not impact on firm performance in China, H2 is not supported. 

 

Table 2: Regression Results 

Independent 

Variables 

Unstandardized Coefficients 

Standardized 

Coefficients   

B Std. Error Beta t Sig. 

(Constant) 7.095 0.464 
 

15.298     0.000 

SB -0.003 0.02 -0.003 -0.135     0.892 

BI -0.027 0.374 -0.002 -0.071     0.943 

CEODUL 0.176 0.051 0.079 3.482 0.001*** 

WD 0.186 0.172 0.024 1.082     0.280 

BM 0.013 0.005 0.059 2.492 0.013** 

OC 0.952 0.158 0.140 6.013   0.000*** 

SIZE -0.253 0.022 -0.329 -11.279   0.000*** 

AGE -0.016 0.037 -0.011 -0.438      0.661 

LEV -0.9 0.135 -0.178 -6.674   0.000*** 

*** significant at 1%, ** significant at 5% 

 

It is noted that CEODUL has p-value of 0.001 and the corresponding t-value of 3.482, 

which signifies that CEO duality is significantly improve FP (P<0.01). This result indicates 

that CEO duality could help increase corporate performance, which is compatible with the 

study by Palaniappan (2017) but not with Shao (2019). This may be due to the savings of 

supervision cost and agency cost brought by CEO duality, the absence of inherent conflicts of 

interests between the two positions, as well as the convenience of communication, which is 

more conducive to promote development of firms. Hence, H3 is supported. The regression 

results in Table 2 also show that WD has p-value of 0.280 and the corresponding t-value of 

1.082, which means that women directors is not important in this model, thus H4 is not 

supported. Board meetings (BM) is found to positively and significantly associated with FP 

(P<0.05). This means that increases board meetings frequency will influence firm performance. 

The finding is consistent with the results of Hu et al. (2010) and Buchdadi, Ulupui, Dalimunthe, 

Pamungkas, and Fauziyyah (2019) but not with Vafeas (1999). It reveals that board meetings 

frequency tends to reflect the time and effort invested by board members (Hu et al., 2010). 

Hence, H5 is supported. Table 2 shows that ownership concentration (OC) has p-value of 0.000 

and the corresponding t-value of 6.013, which reveals that ownership concentration is 

positively associated with firm performance with a 0.01 level significance. This result means 

that the increase of concentration of Top 5 shareholdings will improve the company 

performance. Hence, H6 is supported. 

 

As regards control variables of firm characteristics, this results reveal that firm age 

(AGE) is insignificantly link with FP (p>0.05), while firm size (SIZE) and leverage (LEV) are 

negatively associated with FP (p<0.01) with 0.01 level significance, inferring small companies 



produce better firm performance while companies with low leverage tend to achieve better 

company performance.  

 

5. Conclusions 

The purpose of this study is to examine the relationships between dual BoD 

characteristics and ownership structure and firm performance of listed companies in China. 

Specifically, this study focuses on examining the firm performance related to supervisory 

board, board independence, CEO duality, women directors, board meeting as well as ownership 

concentration. Using a sample of 1672 firms from A-share main board listed companies in 

China for 2018, the results show that CEO duality and board meetings are significantly 

positively associated with firm performance. Women directors, board independence and 

supervisory board are not related with firm performance. With respect to ownership structure, 

ownership concentration is significantly positively associated with firm performance. This 

findings add to the understanding of corporate governance structure under highly centralized 

ownership structure in the listed firm from China. 
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