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Abstract

The research examines the role of corporate governance and COVID-19 to determine the firm
performance. The data were taken from 110 non-financial firms listed on the Pakistan Stock
Exchange from 2010 to 2020. The OLS with year and industry dummies is used to estimate
these relationships. The findings confirmed that COVID-19 significantly negatively affects the
firm performance. Overall, corporate governance also plays an essential role in investigating
the performance of firms. The results show that size and board independence do not affect
firm performance, but board diversity has an inverse effect during the pandemic. The dual role
of the CEO increased, whereas the CEO dominance lowered the performance in the covid.
Ownership concentration and family ownership have positive and negative effects. This study
suggests several practical implications based on the findings for investors, managers, and
policymakers.
Keywords: Board structure, ownership structure, CEO power, CEO duality, COVID-19, firm
performance.
Introduction
For the last three decades, the evolution of corporate governance has remained the prime focus
of scholars in academic research. Corporate governance earned significant importance through
several past studies about its proficiency (Kiel and Nicholson 2003); specifically, the collapse
of Enron and World Com increased its importance (Du Plessis and Cole 2011). The spread of
COVID-19 diverted the attention of several researchers toward corporate governance
(Elmarzouky, Albitar, et al. 2021; Xuguang, Ahmad et al. 2021; El Chaarani and Raimi 2022).
International organizations have been compelled to execute universal corporate governance
rules in all countries by the Organization for Economic Cooperation and Development
(OECD) and the World Bank. Different strategies for corporate governance have also been
formulated by these organizations (Aguilera and Cuervo-Cazurra 2009). These rules and
regulations provide a basis for better corporate governance in corporate practices, lawmaking,
instructions, and intended obligations (Okpara 2011). After financial outrages in the last few
years, emerging economies' primary focus is on corporate governance.

Baydoun, Maguire, et al. (2013) claimed that these financial crises enhanced the
demand for improved corporate governance mechanisms. Many developing countries are

803


mailto:affaf.butt@pugc.edu.pk
mailto:samia.mughal@gmail.com
mailto:aamer.shahzad@pugc.edu.pk
mailto:at-h.ihsan@pugc.edu.pk
mailto:at-h.ihsan@pugc.edu.pk

GO Green Research and Education
Journal of Business and Management Research
ISSN:2958-5074 pISSN:2958-5066
Volume No:3 Issue No:1(2024)

facing a deficiency of proper governance regardless of how much importance has been exerted
towards improving corporate governance in these countries (Ekanayake, Perera et al. 2010).
Both developed and developing countries exerted significant importance on corporate
governance in academic research (Weir and Laing 2001, Reed 2002, Onakoya, Ofoegbu et al.
2012, Clarke 2014, Cuomo, Mallin et al. 2016, Lungatso and Otuya 2019). A firm can attain
improved performance while using effective mechanisms of corporate governance (Ghabayen
2012). Different theories help elaborate the corporate governance concept (Solomon 2020).
Agency theory states that corporate governance can resolve conflicts regarding shareholder
and manager interests (Jensen and Meckling 1976). Different corporate governance models are
followed in other parts of the world. However, commonly used corporate governance
mechanisms include board structure, ownership structure, CEO duality, and CEO power. The
board of directors is responsible for protecting shareholders' rights and interests while
monitoring different tasks performed by managers. (Nazir 2016). The ownership structure is
an essential instrument of corporate governance. Afza and Nazir (2015) argued that ownership
is separate from managers, increasing corporate governance's importance. Mishra, Jain, et al.
(2021) proved that the presence of institutional owners leads the organization toward better
and more effective performance. Separating the CEO and chairman roles reduces the agency's
cost and increases the firm's value (Jensen and Ruback 1983). Murtaza, Habib et al. (2021)
conducted in Pakistan proved that firms with CEOs with dual positions negatively influenced
performance. In contrast, the empirical results of the study proposed by Khan, Al-Jabri et al.
(2021) proved that the dual power of the CEO leads toward development and increases firm
performance.

The corporate governance code was implemented by the SECP in 2002 in Pakistan, and
firms must follow these standards (Nazir 2016). The big corporate scandals, such as World
Com and Enron, allowed the regulators and policymakers to manage and control the firms by
implementing the CG standards. However, the significance of corporate governance remained
considerable during the pandemic. So, the severe need for improved technology and different
financial policies is rising to mitigate the impact of COVID-19 (Foss 2020, Qin, Huang et al.
2020, Slater 2020, Liu, Yi et al. 2021). This research aims to examine the effect of the COVID-
19 pandemic on firm performance. The study also investigates the impact of board structure
(size, independence, gender diversity), ownership structure (family, institutional,
concentration), and CEO characteristics (CEO duality and CEO power) on a firm's
performance during the pandemic of COVID-19. This study can assist researchers in
developing countries with governance mechanisms in association with agency theory. Finally,
the results expose the current situation of corporate governance in Pakistan, which may assist
academic researchers, local and global investors, and politicians in considering corporate
governance.

Literature Review and Hypothesis Development

The agency theory explains the relationship between CG and firm performance (Daily, Dalton
etal. 2003). According to this theory, all individuals only fight for their interests. The principal
concern is an increment in financial inflows, whereas agents want more compensation in the
form of money. If an agent performs well and results are in the form of increased firm value,
then the manager is successful from the owner's point of view. On the other hand, the principal
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has to fulfil the agent's requirement through financial incentives. Otherwise, different issues
will be there among the principals and agents (Ngatno, Apriatni et al. 2021). While keeping in
view variances among characteristics of institutes, the environment of industry, and business,
Agency theory proposed a governance structure inadequate in all investigative settings. (Khan,
Al-Jabri et al. 2021). Zhang, Everett, et al. (2012) examined that firm performance and value
had improved due to lower agency costs and adopting corporate governance instruments in
organizational operations. Corporate governance rules have become the main focus of agency
theory (Aduda, Chogii et al. 2013). Due to decreased agency cost and mutual principal-agent
interests, agency theory helps to increase firm performance.

COVID-19 and Firm Performance

Shen, Fu et al. (2020) examine the relationship between COVID-19 and firm performance. The
findings revealed that COVID-19 significantly negatively affected firm performance in China.
Similarly, Hu and Zhang (2021) examined the effect of COVID-19 on firm performance through
cross-country research. The findings revealed that the crisis affected firm performance more
in countries with poor healthcare systems than in countries with better healthcare systems.
Based on these studies, the following hypothesis has been formulated:

HI: COVID-19 has a negative effect on firm performance.

Board structure and firm performance

Board size

Aguilera and Cuervo-Cazurra (2009) investigated the effect of board-related determinants on
firm performance. The results indicated that firm performance was influenced positively due
to the large size of the board. Mishra, Jain, et al. (2021) constructed a corporate governance
index (CGI) and found similar results. Sehrawat, Singh, et al. (2020) found that the board size
does not affect the corporate performance. Despite all these studies, Uyar, Kuzey, et al. (2021)
found a negative relationship between board size and firm performance. Elmarzouky, Albitar,
et al. (2021) investigated the moderating effect of corporate governance factors on the
relationship between COVID-19 and firm performance. The findings showed that board size
did not moderate the relationship between COVID-19 and FP. Khatib and Nour (2021)
explored the relationship between determinants of corporate governance and firm
performance during the COVID-19 crisis. The results indicated that the size of the board
positively influenced firm performance during the crisis and it mitigated the effect of COVID-
19 to some extent. Hsu and Liao (2021) also examined the impact of corporate governance on
firm performance in a crisis. They claimed that the board size and good governance reduced
the effect of COVID-19 and improved firm performance. Murtaza, Habib, et al. (2021) also
found similar results. In contrast, Xuguang, Ahmad, et al. (2021) found that the size of the
board has an inverse effect during the pandemic. While keeping in view the above studies, the
following hypothesis has been formulated:

H?2: Board size has a positive effect on firm performance during COVID-19.

Board independence

Mishra, Jain, et al. (2021) argued that the presence of independent directors on the board
enhanced company performance during the time of COVID-19. Similar findings are also
confirmed by Uyar, Kuzey, et al. (2021). Jebran and Chen (2021) confirmed that board
independence and other board characteristics have reduced the pandemic's effect on firm
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performance. Khatib and Nour (2021) also found the positive impact of the board's
independence on firm performance. Elmarzouky, Albitar, et al. (2021) found a significant
moderating effect of independent boards on the relationship between COVID-19 and firm
performance. Hsu and Liao (2021) found similar results. Murtaza, Habib, et al. (2021) revealed
a significant negative association between the independence of directors and firm
performance. After evaluating the results of the above studies, the following hypothesis has
been formulated:

H?2a: Board independence has a positive effect on firm performance during COVID-19.

Board gender diversity

Li and Chen (2018) examined the relationship between gender diversity and firm performance.
They found a significant positive effect of female board members on firm performance. Saeed,
Mukarram, et al. (2021) confirmed that high-tech firms with female members took more risks
than non-high-tech firms and performed better. Uyar, Kuzey, et al. (2021) found that gender
diversity positively influenced firm performance. Galletta, Mazzu, et al. (2022) examined the
association of female directors with the firm performance of banks. The findings revealed that
the presence of female board members enhanced the performance of the banking industry.
Brahma, Nwafor, et al. (2021) observed the impact of board gender diversity on the financial
performance of firms. The findings revealed a significant positive relation between gender
diversity and firm performance. El Chaarani and Raimi (2022) examined the connection
between workforce diversity and firm performance in the healthcare sector during the crisis.
They found a positive association between workforce diversity and firm performance.
Elmarzouky, Albitar, et al. (2021) investigated firm performance and COVID-19 using
moderation of board structure. The findings confirmed a significant moderation of board
gender diversity. Xuguang, Ahmad, et al. (2021) found that firms with female leaders enhanced
generous behaviour and improved firm performance during COVID-19. Farwis, Siyam, et al.
(2021) argued that board gender diversity has a significant negative impact on firm
performance. Rehman, Orij, et al. (2020) explained that the presence of female directors
reduced firm performance in Asian countries. The following hypothesis has been formulated
based on the above studies:

H2b: There is a negative effect of board gender diversity on firm performance during COVID-10.
Ownership structure and firm performance

Ownership Concentration

Ciftci, Tatoglu, et al. (2019) examined how firm performance is influenced by corporate
governance while using different elements of governance structure. The findings confirmed
that concentrated owners have a positive influence on the performance of companies.
Overland, Mavruk, et al. (2012) examined the relationship between ownership concentration
and the performance of companies. The results revealed that concentrated owners positively
influenced the performance of Swedish companies. Ngatno, Apriatni, et al. (2021) confirmed
no moderation of ownership concentration between capital structure and firm performance.
Alregab (2021) observed the influence of ownership structure on firm performance. Results
revealed a positive association between concentrated owners and firm performance.

H3: There is a positive effect of ownership concentration on firm performance during COVID-19.

806



GO Green Research and Education
Journal of Business and Management Research
ISSN:2958-5074 pISSN:2958-5066
Volume No:3 Issue No:1(2024)

Family ownership

Sridharan and Joshi (2018) examined the relationship between ownership patterns and firm
performance. The results implied that family ownership positively influenced the firm
performance. Ciftci, Tatoglu, et al. (2019) found no association between family ownership and
firm performance. Saeed, Mukarram, et al. (2021) studied the moderating effect of family
ownership while examining the impact of board diversity on firm performance. The results
revealed a significant negative moderation of family ownership between board gender
diversity and firm performance. Muntahanah Kusuma (2021) conducted quantitative research
to examine the empirical association between family ownership and company performance.
The results proved that firm performance was reduced due to family ownership. According to
the above studies, the following hypothesis has been formulated:

H3a: Family ownership has a positive effect on firm performance during COVID-19.

Institutional ownership

According to Mishra, Jain et al. (2021), institutional ownership significantly affects firm
performance. Jabbouri and Jabbouri (2021) investigated the relationship between institutional
ownership and firm performance. The findings indicated that there was a significant positive
relationship between institutional ownership and the profitability of firms. Alregab (2021)
investigated the relationship between corporate governance and foreign investment. Their
results revealed a significant negative association between institutional ownership and foreign
investment in Saudi firms. Hussain, Abid, et al. (2022) examined the role of ownership
structure on firm performance, and findings indicated that institutional ownership had a
significant positive impact on corporate performance. Bishara, Andrikopoulos, et al. (2020)
analyzed the implications of ownership structure on the growth of firms, and the results
demonstrated that institutional ownership negatively affected firms' performance. According
to the above study, the following hypothesis has been formulated:

H3b: There is a negative effect of institutional ownership on firm performance during COVID-19.

CEO Power

Ueng and Ramaswamy (2019) found that CEO power has a positive influence on a firm's
performance. Akram (2018) showed the positive significant influence of CEO power on firm
performance in Pakistan. On the other hand, Jebran and Chen (2021) found that CEO power
negatively affects the firm performance. Sukhahuta, Lonkani, et al. (2019) examined the
relationship between CEO power and firm performance. The findings revealed the significant
negative impact of CEO power on firm performance. The hypothesis has been formulated
based on the above studies:

H4: CEO power has a negative effect on firm performance during COVID-19.

CEO Duality

Khan, Al-Jabri, et al. (2021) examine the effect of CEO duality on corporate performance. They
found that the dual role of CEOs has a significant positive impact on the firm performance.
Ueng and Ramaswamy (2019) investigated whether the firm is more profitable when CEOs
have dual roles compared to their counterparts. The findings confirmed that a firm's
performance is not dependent on the CEO duality in the short run. Sehrawat Singh et al.
(2020) discovered no association between CEO duality and firm performance. Uyar, Kuzey, et
al. (2021) revealed no relationship between variables. Jebran and Chen (2021) findings
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indicated that CEO duality mitigated the impact of the crisis and became a cause of
improvement in the performance of companies. Hsu and Liao (2021) found significant
moderation of the dual position of the CEO regarding firm stock prices during the COVID-19.
Murtaza, Habib, et al. (2021) investigated the role of CEOs with dual positions on firm
performance in Pakistan. The findings demonstrated a significant negative effect of CEO
duality on firm performance. According to the above study of COVID-19, the following
hypothesis has been formulated:
H5: CEO duality has a positive effect on firm performance during COVID-19.
Methodology
A total of 577 firms are listed on the Pakistan Stock Exchange. Some filers have been applied
to derive the sample. First, the financial firms should be excluded as they have different
accounting standards and regulators. Second, remove the firms with missing data. Third, only
firms listed throughout the study period should be included. Finally, 110 non-financial
companies and 1210 firm-year observations are selected as samples from 2010 to 2020. The data
has been collected from the annual report. For the estimation of firm performance before and
after COVID-19, Ordinary Least Square (OLS) with year and industry fix effects has been used
in this study:

ROA; = B, PreCOVi, + B, FSIZE; + Bs FAGE; + By LIQ; + Bs LEVi, + B¢ DEV;,

+ B, CASH;, + PBg CAPX;, + Bo LEVy, + Bio Yeary + By IND; + &
ROA; = B, PostCOVy, + B, FSIZE;, + B3 FAGE; + B4 LIQ; + Bs LEV;, + Bg DEV,
+ B, CASH;, + PBg CAPX;, + Bo LEVy, + Bio Yeary + By1IND; + &

For the estimation of corporate governance and firm performance during COVID-19, simple
Ordinary Least Square (OLS) has been used in this study:
ROAy = P1BSit + B2 Bli + B3 BGDy + B4 OCip + s FMOy + 6 10y + B7 CEODy;
+ Bs CEOPy + Bo FSit + B1o FAit + P11 LIQit + P1z LEVie + B13DIVyy
+ P14CASH; + B1sCAPX; + &

Where;

ROA = Return on Assets
PreCOV = Pre COVID-19
PostCOV = Post COVID-19

ES = Firm Size

FA = Firm Age

LIQ - Liquidity

LEV = Leverage

DIV = Dividend

CAPX =  Capital expenditures

BS = Board Size

BI = Board Independence
BGD = Board Gender Diversity
OC = Ownership Concentration
FMO - Family Ownership

10 = Institutional Ownership
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CEOD -
CEOP -

CEO Duality
CEO Power

Table 3.1: Measurements of variables

Variables Measurements Source
Board size BS  Total number of members on the board ~ Ciftci, Tatoglu et al.
of directors. (2019)
Board BI No independent directors Ciftci, Tatoglu et al.
independence Total no of directors (2019)
Board Gender BGD No female directors Ciftci, Tatoglu et al.
diversity Total no of directors (2019)
Ownership OoC Shareholders own at least 5% of Ciftci, Tatoglu et al.
concentration ordinary shares. (2019)
Family FMO  Dummy 1 when ownership is > 109%; MUNTAHANAH,
ownership otherwise, it is 0. KUSUMA et al. (2021)
Institutional 10 Shagisdhfili ?g’nr?ril\f::tlof;nds Mishra, Jain et al.
ownership Total outstanding shares *100 (2021)
CEOduality =~ CEOD  Itequals one if the CEO is also the Ciftci, Tatoglu et al.
chairman; otherwise, it is 0. (2019)
CEOpower  CEOP Compensation of CEO Liu and Jiraporn (2010)
Compensation of all directors
Firm size FS  Natural logarithm of total assets Ciftci, Tatoglu et al.
owned by the firm. (2019)
Firm age FA  Natural log of age of firm from date of ~ Ciftci, Tatoglu et al.
incorporation. (2019)
Liquidity LIQ Current assets MUNTAHANAH,
Current liabilities KUSUMA et al. (2021)
Leverage LEV Total debt Farwis, Siyam et al.
Total assets (2021)
Return on ROA Net income (Bokpin and Arko 2009,
assets Total assets Kimunguyi, Memba et
al. 2015)
Cob i e duided o Yo Abmadecal
Holdings (2021)
assets.
Dividend pyr [otaldividenddivided by the net Yu, Wang et al. (2021)
profit
Capital CAPX Capital expenditure is measured as the ~ Karim, Albitar et al.
expenditure firm annual capital expenditure att-1 ~ (2021)
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Results and Discussion
Table 4.1 Descriptive Statistics

Variable Mean Std. Dev. Min Max
CEOP 493 17.296 0 135.311
CEOD 0.143 0.35 0 1
BGD 0.377 0.485 0 1

BI 0.668 0.17 0.2 0.94
BH 0.368 0.229 0.006 0.951
oC 0.658 0.213 0.032 1.022
10 0.098 0.099 0 0.429
MO 0.142 0.196 0 0.832
FMO 0.374 0.484 0 1
ROA 0.064 0.104 -0.21 0.531
ES 9.784 1.644 6.186 12.882
FA 41.728 16.234 9 86
LIQ 1.707 1.952 0.001 13.013
LEV 0.169 0.213 0 0.743
DIV 0.468 0.499 0 1
CASH 0.062 0.139 0 1.019

Table 4.1 presents the summary statistics of the variables used in the study. It includes the
mean, standard deviation, minimum, and maximum values. The mean of CEO power is 4.93,
with a standard deviation of 17.296. CEO duality has a mean value of 0.143, a standard
deviation of 0.35, a minimum value of 0, and a maximum value of 1. The average board gender
diversity is 0.377; it is a standard deviation. The mean of board independence is 0.668, with a
0.17 standard deviation. Block holders have a mean value of 0.368 and a standard deviation of
0.229. The following variable is ownership concentration. 0.658, 0.213,0.032, and 1.022 are its
mean values, standard deviation, minimum, and maximum values, respectively. Institutional
ownership has a mean value of 0.098, a standard deviation. The mean value of managerial
ownership is 0.142. Its standard deviation is 0.196, the minimum value is 0, and the maximum
is 0.832. Family ownership has a mean of 0.374 and a standard deviation of 0.484. The mean
value of ROA is 0.064, the standard deviation is 0.104, the minimum value is -0.21, and the
maximum value is 0.531.

Table 4.2: t-test Analysis

. Pre COVID-19 Post COVID-19
Variables .
Mean Mean Mean difference

CEOP 5.148 3.95 1.198
CEOD 0.169 0.027 0.14]1%***
BGD 0.269 0.864 -0.505%**

BI 0.693 0.558 0.135%**

BH 0.361 04 -0.030%**

oC 0.652 0.687 -0.035%*
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10 0.112 0.034 0.078%**
MO 0.133 0.183 -0.050%***
EMO 0.389 0.309 0.080%**
ROA 0.071 0.033 0.037***
ES 9.76 9.889 -0.129
FA 40.746 46.145 -5.390%**
LIQ 1.676 1.844 -0.168
LEV 0.206 0 0.200%**
DIV 0.572 0 0.572%**
CASH 0.064 0.054 0.011
CE 0.063 0.578 -0.515

w0k e 01, %% pe 05, * pel

Table 4.2 shows the t-test results to analyze the mean differences between pre and post covid.
The mean of CEO power was 5.14 before COVID-19, but it reduced to 3.95 during the
pandemic, and there is no significant mean difference between these values. CEO duality was
16.9% before COVID-19, but it was reduced to 2.7%, which is a significant difference. This
means that fewer firms had CEOs performing dual responsibilities during the crisis. Board
gender diversity was 26.9% before the pandemic. However, female directors increased to
86.4% during the pandemic, a negative and significant difference. Board independence
decreased from 69.3% to 55.8% due to COVID-19, which shows a significant mean difference
between these values. Ownership concentration was 65.2% before Corona Virus and 68.7%
during COVID-19. It shows a minor increase in ownership concentration, so there is a
significant negative difference in mean values. The ratio of institutional ownership in Pakistani
firms was 11.2%, but it decreased to 3.4% due to COVID-19, and it showed significant
differences in pre and post-situations. The ratio of managerial ownership was 13.3% before the
pandemic and increased to 18.3% during the pandemic, which shows a significant difference
of 5%. Family ownership was 38.9% during COVID-19 but reduced to 30.9% during COVID-
19, and there is a significant difference between these values. Return on assets was 7.1%, which
decreased to 3.3% during the pandemic, which shows a significant difference. Furthermore,
firm size, liquidity, and capital expenditure showed negative and insignificant differences as
these ratios increased during COVID-19. Firm age, dividend, and leverage decreased during
COVID-19 as they showed significant mean differences.

Table 0.3: Firm performance before COVID-19

Variable Model 1 Model 2 Model 3 Model 4

ROA Coef. t-value Coef. t-value Coef. t-value Coef. t-value
Pre-COVID 0.087 7.140™" 0.092 6.000"" 0.088 7.340™" 0.094 6.120™"
ES 0.003  1.7100  0.002 1.620 0.003 1.530 0.002 1.400
FA 0.000 1.260 0.000 1.220 0.000 0.930 0.000 0.890
LIQ 0.016 11.190™ 0.016 11.000™* 0.016 10.960™* 0.015 10.740™"
LEV 0.074 5.830™" 0.070 5.550™" 0.074 .30 0.071 430
DIV 0.034 6120 0.034 6.250™" 0.032 5.810™" 0.033 5.950"™
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CASH 0180 9210 0181 9200™ 0164 8220 0165 8280
CAPX 0099 5480™ 0101 5590™ 0101 5610™ 0103 5.710™
Constant 0097 49000 O 5470m goog O VM2 g
Year D NO YES NO YES
IND D NO NO YES YES
r-square 0395 0.405 0.411 0.420
Chi-square 98136 47.673 59,511 37.389
Akaike crit. 12640.066 -2641.089 12659.489 2661212
(AIC)

#36% pe 01, ** p<.05, * pe
Table 4.3 reports the findings of preCovid on firm performance. The first model includes no
year and industry dummy; the second model includes only a year dummy; the third model
includes only an industry dummy, whereas the fourth model includes both year and industry
dummy. All these models show firm performance in Pakistan before COVID-19. However, the
present research considers only the fourth model for interpreting results regarding firm
performance. COVID-19 is used as a dummy variable. Before the crisis, COVID-19 was
considered 0. Model 4 shows a significant increase in firm performance before COVID-19. This
table also indicates several firm-specific variables and their impact on firm performance.

Firm age and size have a positive but insignificant effect on firm performance. Liquidity and
dividends have a positive and significant influence on firm performance. This means that a
higher liquidity ratio enhanced firm performance, and firms that gave more dividends to their
shareholders before COVID-19 also performed well. Leverage exerted a negative influence on
firm performance. Firms ' performance declines when the leverage ratio exceeds a certain limit.
The firms that had more cash showed better performance. More capital expenditures also
caused an increase in firm performance. The value of r-square in Model 4 shows the variance
in the dependent variable occurred due to independent variables. The value of the Chi-square
shows the model's fitness. Here, the value of Chi-square is 37.389. It indicates that the present
model is a good fit for this study.

Table 4.4: Firm performance during COVID-19

Variable Model 1 Model 2 Model 3 Model 4

ROA Coef. t-value Coef. t-value Coef. t-value Coef. t-value
PostCOVIDAY ng7 7140 0092 60007 0088 ' oos 0120
ES 0.003  1.7100  0.002 1.620 0.003 1.530 0.002 1.400
FA 0.000 1.260 0.000 1220 0.000 0.930 0.000 0.890
LIQ 0.016 11190 0.016 11.000™* 0.016 10.960"* 0.015 10.740™"
D 0.074 5.830™" 0.070 5.550™" 0.074 .30 0.071 430
DIV 0.034 6120 0.034 6.250™" 0.032 5.810™" 0.033 5.950™"
CASH 0.180 9.210™* 0181 9.290"" 0164 8220™" 0165 8.280"
CAPX 0.099 5480™ 0101 5590 0101 5.610™ 0103 5.710"™"
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Constant -0.011 -0.620 0.01 -1.180 0.007 -0.380 0.018 -0.880
Year D NO YES NO YES

IND D NO NO YES YES
r-square 0.395 0.405 0.411 0.42
Chi-square 98.136 47.673 59.511 37.389
Akaike crit. -2640.066 -2641.089 12659.489 12661212
(AIC)

w36 pe 01, ** pe5, * pe

Table 4.4 reports the firm performance during COVID-19. Post-COVID-19 is used as a dummy
variable with the value 1. There are four models of linear regression. The present research
considers the fourth model for analysis interpretation as it has a year and industry dummy.
The first variable — post-COVID-19 - significantly negatively impacts firm performance.
According to the results of Table 4.3, firm performance increased before COVID-19. So, the
results clearly defined that the crisis reduced the performance of firms. These results support
the HI of the current study that there is a negative impact of COVID-19 on firm performance.
The result is similar to the study of Khatib and Nour (2021).

Table 4.5: Board structure and firm performance during COVID-19

NTPA Coef. t-value
BIND -1.980 -0.840
BSIZE -0.168 -0.380
DIVERSITY -2.338 -1.760"
CEO POWER -2.535 -3.100""
CEOD 6.753 2.510™
FSIZE -0.276 -0.960
FAGE 0.063 2.310™
TDTA 31191.150 0.680
LIQUID 0.084 0.380
CASH -54.141 -15.390"*
CAPX 2.228 1.150
Constant 5.163 1.010
Pseudo r-square 0.564

Chi-square 24.465

Akaike crit. (AIC) 1441562

X% p< 01, ** p<.05, * p<1

Table 4.5 reported the results of board structure, CEO characteristics, and firm performance,
where board structure has been measured through the independence of the board and gender
diversity on the board. CEO characteristics have been measured with the help of CEO duality
and CEO power. The results of board size indicated a negative and insignificant influence on
firm performance. This means that board size decreased firm performance significantly. The
studies of Khatib and Nour (2021) support these results. In developing countries, board
vacancies are filled with personal connections instead of professional ones, decreasing firm
performance. These results are not consistent with H2. Therefore, H2 is rejected. The
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following variable is Board independence, which negatively influences firm performance—the
greater the number of independent directors, the lesser the firm performance during COVID-
19. The relation of board independence is insignificant to firm performance. It contradicts the
studies of Jebran and Chen (2021). In the context of Pakistan, it has been suggested by Majeed,
Aziz et al. (2015) that independent directors lack prime knowledge about corporate
governance issues. Therefore, H2a is rejected. The more female directors on the board, the
lesser the performance of firms during the crisis. This study showed that female directors
decreased the performance of firms during COVID-19 in Pakistan. In Pakistan, there are no
standards for the selection of females. SECP should set a one-third proportion for females on
the board of directors. These results are consistent with H2b. So, H2b is accepted. These
results are similar to the findings of Rehman, Orij et al. (2020) and Farwis, Siyam et al. (2021)
but differ from the studies of Li and Chen (2018) and Uyar, Kuzey et al. (2021).

Table 4.6: Ownership structure and firm performance during COVID-19

NTPA Coef. t-value
TOP-5 0.119 2.990™
INST -0.205 -1.720"
FAMILY -0.021 -1.300
ESIZE 0.006 1.390
FAGE 0.001 1.770"
LIQUID 0.008 2.480™
TDTA -905.409 -1.300
CASH -0.052 -0.950
CAPX 0.074 2.450™
Constant -0.095 -1.570
r-square 0.157

Chi-square 3.888

#6% pe 0L, ** pe.05, * pel
Table 4.6 reported the ownership structure results and their impact on firm performance.
Concentrated ownership means the majority of shares are held by the top five shareholders of
the firm. According to the results, concentrated ownership positively and significantly
influenced firm performance during a crisis. The majority of shares remained with few
shareholders, and they worked for the betterment of the firm and increased firm performance.
The study of Alregab (2021) supports these results. Therefore, H3 is accepted. Family
ownership means that two or more family members have the majority ownership of that
company. According to the results, firms having family ownership influenced firm
performance negatively. These results are similar to the studies of Muntahanah, Kusuma Et Al.
(2021) but is insignificant and differs from the arguments of Sridharan and Joshi (2018). There
is an insignificant decrease in firm performance due to family ownership. These results
opposed H3a. So, it is rejected. Institutional ownership showed a negative and significant
impact on firm performance during COVID-19. This means that firms with many mutual funds,
insurance companies, private foundations, and pension funds as their owners showed a
significant decrease in performance during a pandemic. The results are consistent with H3b.
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So, H3b is accepted. The study of Bishara, Andrikopoulos et al. (2020) supports these results,
but the findings of Hussain, Abid et al. (2022) contradict these results.

After the ownership structure, the results of the CEO characteristics are also
summarised in Table 6. CEO power showed a significant and negative impact on firm
performance during COVID-19. This means that CEOs' having more power during uncertain
situations will negatively influence firm performance. It supports H4 of the current study. Past
researchers also evaluated this relationship. The current results are consistent with the
arguments of Sukhahuta, Lonkani et al. (2019) but contradict the study of Ueng and
Ramaswamy (2019). The following variable is CEO duality. It shows a significant positive
effect on firm performance. This means that the firms have CEOs performing the duties of
chairman, and they have performed well during the COVID-19 pandemic. These results are
consistent with H5. Therefore, H5 is accepted. These findings are supported by the studies of
Jebran and Chen (2021) but opposed by the arguments of Murtaza, Habib et al. (2021). After
that, the r-square value indicated the total variation in a dependent variable concerning all
independent variables. The value of the Chi-square showed the fitness of the overall research
model.

Conclusion

Corporate governance has been important in academic research for the last three decades.
Incidents such as the downfall of Enron, World Com (Du Plessis and Cole 2011), and the Asian
Financial Crisis 1997 in South East Asia diverted previous scholars' attention towards
improving corporate governance (Mitton 2002). The current COVID-19 pandemic of COVID-
19 further enhanced the importance of governance mechanisms and insisted that various
researchers evaluate the influence of these mechanisms in corporate bodies. Agency theory
elaborates on the concept of corporate governance. Various scholars examined the impact of
corporate governance on firm performance in different study settings (Ciftci, Tatoglu, et al.
2019; Sehrawat, Singh, et al. 2020; Farwis, Siyam et al. 2021; Hsu and Liao 2021; Khatib and
Nour 2021, Mishra, Jain, et al. 2021, Ngatno, Apriatni et al. 2021, Uyar, Kuzey et al. 2021,
Xuguang, Ahmad et al. 2021).

The present study evaluates the impact of corporate governance mechanisms on firm
performance during the COVID-19 crisis in Pakistan. The data of 110 non-financial companies
listed in the Pakistan Stock Exchange from 2010 to 2020 have been used for analysis. The study
results indicated that the first hypothesis (Hl), accepted as COVID-19, significantly negatively
impacts firm performance as the crisis disrupted all organizational affairs, which decreased
firm performance. The second hypothesis (H2a) is rejected as board size decreased firm
performance insignificantly. The third hypothesis (H2b) was dismissed as board
independence negatively impacted firm performance. The fourth hypothesis (H2c), accepted
as board gender diversity, revealed a negative and significant influence on firm performance.
In Pakistan, there are no standards for the selection of females. SECP should set a one-third
proportion for females on the board of directors. The fifth hypothesis (H3a) accepted that
concentrated ownership positively and significantly influenced firm performance during a
crisis. The majority of shares remained with few shareholders, and they worked for the
betterment of the firm and increased firm performance. The sixth hypothesis (H3b) was
rejected as firms having family ownership had a negative and insignificant impact on firm
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performance. The following hypothesis (H3c), accepted as institutional ownership, showed a
negative and significant impact on firm performance during COVID-19. H4 accepted CEO
power significantly and negatively impacted firm performance during COVID-19. It means
that CEOs' having more power during uncertain situations will negatively influence firm
performance. CEO duality shows a significant positive effect on firm performance, so H5 is
accepted. This means that the firms have CEOs performing the duties of chairman, and they
have performed well during the COVID-19 pandemic.

The present study is unique as it is an emerging issue. Second, there is limited literature
available on this problem. Third, this study examined the pre- and post-COVID-19 situations
using pre- and post-pandemic years data. Fourth, this study relied on descriptive statistics and
used T-test analysis and linear regression to acquire results. The interests of managers and
stakeholders should be aligned so that firm performance may increase. However, the study has
certain limitations. First of all, this study is limited to only non-financial firms. Second, this
study is suitable only for developing countries as it was conducted in Pakistan. Third, not all
determinants of corporate governance are included in this research. This study also provides
various directions for future researchers. Researchers can research financial firms while using
the same study setting. Future studies can include governance mechanisms such as audit
committee size, meetings, and board meetings. Researchers can also conduct this research in
the future in any other developing country and developing one.
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