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Abstract: This study provides clear evidences indication on the association of the board of directors and the corporate
financial performance. This study investigates the relationship between board of directors’ mechanism namely (board size,
board independence, board meeting frequency, and CEO duality) and corporate financial performance among industrial
Jordanian listed corporations on Amman stock exchange (ASE) for the period 2016-2017. Corporate financial performance is
measure by Return on Asset (ROA) and Return on Equity (ROE). This study contributes to the existing literature It adds values
to the existing literature by providing extensive insights of the role of the board of director and corporate financial performance.
The multiple regression analysis used to test the 4 hypotheses. Corporations listed in ASE are the subjects of this study for the
years 2016 and 2017. The result of the independent variable namely board size, board independence, board meeting frequency,
and CEO duality affects the Return on Asset (ROA) significantly. However, there is only one independent variable namely
CEO duality that is insignificantly related to Return on Asset (ROA). Furthermore, the result of multiple regression analysis
indicates that there is a significant relationship between highly linked to board size, board independence, and board meeting
frequency and Return on Equity (ROE). On other hand contrary, the regression analysis shows the CEO Duality to be
insignificantly related to Return on Equity (ROE).
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gadgets with poor disciplinary capacity [9]. Makhlouf et al.
2017 discovered that in Jordan, 23% of the seats in the board
are occupied by family members who own 25% stake in the
company. This is in contrast to the 2009 Corporate
Governance Code published by Amman Stock Exchange
because they were ignoring minority sharecholders [9]. Also,
Jordanian corporations are not aware of some elements of
board governance, such as the committee’s formation, CEO
duality, and independent directors’ selection [10]. Poor
monitoring from the board leads to poor implementation of
the board governance mechanism. [11]. This impact strategic
decision-making, subsequently impacting corporate financial
performance negatively [12]. The shareholders eventually
comprehend that the board of directors should play an active
function to attract better investment capital to provide better

1. Introduction

Advantageous corporate governance is primary for the
development of economic lead up to by the private strip and
for enhance of the public felicity [1]. The demand for
corporate governance may have arisen from the dispute
among the management of the corporation and the external
shareholder. Corporate Governance Code was issued by
Jordanian government in 2009 by Jordan Securities
Commission, and since 2009 Jordanian corporations need to
adhere to the prerequisites of the Code [2].

Corporate governance is important because it’s lead to
corporation reforms [3]. The scholar mentioned the effective
corporate governance enhance the financial performance and
increase profit. Many researches has been done to investigate ]
the effect of board of director on financial performance in the ~ Sharcholder returns  subsequently enhancing  corporate

developed countries such as china [4], Malaysia [5], United ~ {inancial performance [13].
Kingdom (UK) [6], Romania [7]. Moreover, the previous study has been conducted such as

Board of Directors in Jordan are described as corporate ~ Makhlouf [9] and Saidat [14] relying on data for period from
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2009 to 2015 for registered corporate in Amman Stock
Exchange. which may affect the finding. Due to the early
stage of implementation and comprehend of corporate
governance in Jordan. Therefore, this paper aims to
investigate the impact of Board of Director on Financial
Performance.

2. Literature Review and Hypothesis
Development

The board of directors represents the top authority of the
corporation in supervising the corporation’s high-level
management [15]. Previous studies have provided evidence
that the board of directors enhance corporate financial
performance [16].

2.1. Board Size

The most vital governance mechanisms are board size as it
shows the partnership of a board in corporate affairs and
performance. The empirical evidence showed that board size
was essentially and well-linked to corporate financial
performance [17]. The board size significantly and positively
related with the financial performance [18]. The financial
performance of corporation is better influenced by a larger
size of the board [14]. The board size impact the financial
performance positively (Kiel and Nicholson 2003).
Nevertheless, the weaknesses of the board of directors’ role
in Jordanian corporations in the monitoring function. They
contributed the finding to the engagement of beyond fourteen
members on the board [19]. Based on the above discussion,
the following hypothesis is proposed to be tested:

HI. There is a relationship between board size and
corporate financial performance.

2.2. Board Independence

Independent board members are described as members of
the board, who are unrelated either to the corporation or to
the top management [20]. Jensen and Meckling (1976) [21]
asserted that boards consists of external or non-executive
directors are most likely to assist in overcoming agency
problems via ensuring effective control as well as monitoring
of management's opportunistic behaviour. This independence
is considered as a crucial feature of the board which
determines its effectiveness in the control and monitoring of
managerial activities [22].

Particular elements like corporate acquisition, financial

3. Measurement of Variables

reporting and performance are better observed and controlled
by independent external directors [23]. A strong relation
between independent directors and financial performance by
analysed 103 corporate listed on ASE [14]. the independent
directors affect the financial performance positively [9].
Hence, the hypothesis is phrased as follows:

H?2. There is a relationship between board independence
and corporate financial performance.

2.3. Board Meeting Frequency

The Jordan Corporate Governance Code (2009) [20]
requires that the board of directors to conduct not less than
six meetings annually. Board of directors that conduct
regular meetings tend to perform better in accordance to the
shareholders’ interests as more time can be used to observe
and resolve matters pertaining to management earnings,
contention, and management observation.

The board of directors should hold regular meetings so that
they can assess any corporate situation, any issues that arise,
or new suggestions [9], board meeting frequency is a good
influence on financial performance [24]. A lower board
meeting would improve financial performance [25]. On other
hand, the board meeting frequency is just one of the
monitoring devices to enhance the financial performance [26].
Thus, the hypothesis is formulated as follows:

H3. There is a relationship between board meeting
frequency and corporate financial performance.

2.4. CEO Duality

When a person holds the position of the CEO and the
board chairman at the same time, it creates duality [22]. The
concentration of power in one person may lead to decisions
being made in their own interests, instead of taking the other
stakeholders into account [21].

CEO duality had an important and positive impact with
financial performance [27]. When two roles are separated,
the corporation always shows better financial returns as
compared to when the duality exist [28]. The result of
Issarawornrawanich in 2015, showed that, the CEO duality
has an adverse impact on financial performance [15]. As
mentioned on the Jordanian Corporate Governance Code
(2009), the rules ban the merging of the board chairperson
role with any other executive role within the corporation [20].
Hence, the hypothesis is phrased as follows:

H4. There is a relationship between CEO duality and
corporate financial performance

Table 1. Measurement of variables.

Variables Measurement

Dependent variable

Return on Asset (ROA) calculated by the proportion of total earnings to total assets
Return on Equity (ROE) Percentage of shareholders' equity over total earnings.

Independent variable
Board size (BISZ)

Total members of the board.
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Variables Measurement

Board independence (BIND)
Board meeting frequency (BMET)
CEOQ duality (CEO)

The percentage of independent directors in the board.
Number of board meetings during the year
Coded “1” if Chairman also holds the position of CEO and “0” otherwise

4. Research Methodology

The Jordanian listed corporations in the Amman Stock
Exchange consist of three sectors which are industrial,
financial, and services sector. This study will focus on the

listed industrial corporations and its present 46 corporations.
The total registered industrial corporations in the Amman
Stock Exchange are 46. Secondary data for this study will be
derived from the annual report for the industrial corporations
registered on ASE for the year 2016-2017.

Table 2. Analysis of sample.

Year No. of the corporate Availability
2016 46 46
2017 46 46
Total 92 92

4.1. Data Analysis

In this section, the finding of the study established on the research objectives and the hypotheses were highlighted.

4.2. Descriptive Analysis

The descriptive analysis serves to calculate the average, range (minimum and maximum) and standard deviation for every

variable of the study.

Table 3. Descriptive analysis.

Descriptive Statistics

N Minimum Maximum Mean Std. Deviation
Board Size 92 5 15 8.13 2.512
Board Independence 92 0 5 2.55 942
Board Meeting Frequency 92 6 12 7.33 1.541
CEO Duality 92 0 1 .25 435
ROA 92 -17.9000 29.4600 5.7800 33.48858
ROE 92 -36.7000 115.0800 9.970435 17.0321585

The Table 3 shows that the lowest value of the board size
is 5, while the maximum value is 15, the mean value is 8.13
and the standard deviation is at 2.512. Hence, this finding is
close to the finding of [9].

The Descriptive Statistics reported the minimum value of
Board Independence of 0 and the maximum is 5. On other
side, the value of mean for Board Independence is 2.55 and
the standard deviation is 0.942. Furthermore, this result is in
consistent with the result of [25]. In addition, the result
presented that the minimum value for Board Meeting
Frequency is 6 and the maximum value is 12. Then the result
showed the mean is 7.33 and the standard deviation is 1.541.
Moreover, this result is close to the finding of [25].

The descriptive statistics reported that the majority of
industrial corporations registered in ASE comply with the

Jordanian corporate governance code for the segregation of
the CEO and Chairman. The result reported the minimum
statistics to be 0 and the maximum is 1.

Therefore, the result shows the standard deviation is 0.435
and the mean statistics is 0.25. Apparently, the descriptive
statistics reported similar result to the result of [9]. Generally,
the maximum value for ROA of industrial corporate listed in
ASE is -17.90, the minimum value is 29.46. On other hand,
the mean value is 5.78 and standard deviation is 33.48. In
addition, this finding is relative to the result of [16]. As
reported in the descriptive statistics, the minimum statistics
of ROE is -36.70 and the maximum statistics is 115.08
Moreover, the descriptive statistics shows the mean value of
ROE is 9.97 and the standard deviation is 17.03. This finding
is close to the finding of [16].

Table 4. Correlations matrix.

Board size Board independence  Board meeting frequency CEO duality ROA ROE
Board size 1
Board independence 583%* 1
Board meeting frequency .086 .056 1
CEO duality -.032 .046 -.044 1
ROA 595%* 529%* A21%* -.103 1
ROE .619** 527** .388** -.117 .958%* 1

**_Correlation is significant at the 0.01 level
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4.3. Multiple Regression Analysis

Two models were used to examine the relationship
between Board of director and financial performance.

Model 1- Return on Assets

ROA: B0 + PB1BSIZit + PB2BINDit + B3BMETit +
B4CEOit+ eit

Model 2- Return on Equity

ROE: B0 + PBI1BSIZit + PB2BINDit + B3BMETit +
B4CEOit+ it

The hypothesis is significance between (0.01, 0.05 and 0.1)
for quality assurance.

Table 5. Models of study.

Models of study
ROA (Model) 1 ROE (Model) 2
Variables Beta t Sig. Beta t Sig.
(Constants) -6.793 0.000 -6.574 0.000
Board Size 0.397 4331 0.000 0.437 4.479 0.000
Board Independence 0.280 3.057 0.003 0.259 2.815 0.006
Board Meeting Frequency 0.367 4.930 0.000 0.331 4.430 0.000
CEO Duality -0.087 -1.172 0.245 -0.100 -1.334 0.183

The result of the independent variable namely board size,
board independence and board meeting frequency affects the
Return on Asset (ROA) significantly. However, there is only
one independent variable namely CEO duality that is
insignificantly related to Return on Asset (ROA).

Furthermore, the result indicates that there is a significant
relationship between highly linked to board size, board
independence, and board meeting frequency and Return on
Equity (ROE). On other hand, the regression analysis shows
the CEO Duality insignificantly related to Return on Equity
(ROE).

5. Conclusion

The investigation in study explores the financial performance
of Jordanian listed corporation, particularly the industrial
corporations over the year 2016-2017. Future studies may
investigate the same period but in another sector such as services
or financial also they may consider the educational backgrounds
of CEO and board members. Hence, the validation of the
conclusion might not hold for other sector such as services or
financial. Thus, the generalization of findings is only limited to
the Jordanian listed industrial corporation.

This study recommends that, the board size should be
between 9 and 15 members because small boards are more
susceptible to failure in improving corporate financial
performance while the larger board size had a positive impact
to improve corporate financial performance. Therefore,
higher number of boards of director may increase the number
of potential solutions, increase the range of opinion, provide
an increased pool of experience, and be more capable of
monitoring the job of top management. Moreover, the
relationship between board independence and corporate
financial performance is positive and significant. The
financial performance of corporation will improve if the
independent member above 30%, also financial reporting is
better to observed and controlled by independent external
directors. Additionally, the board meeting frequency have a
positive relationship with corporate financial performance,
when the board have at minimum 6 meeting during the year

to discuss the situation of the corporate, leads to improve the
corporate financial performance.

This study contributes to the existing literature It adds
values to the existing literature by providing extensive
insights of the role of the board of director and corporate
financial performance. Corporations listed in ASE are the
subjects of this study. The result of the independent variable
affects the ROA (refer to model 1) significantly. However,
there is only one independent variable namely CEO duality
that is insignificantly related to ROA. Furthermore, the result
of second model ROE indicates that there is a significant
relationship between highly linked to board size, board
independence, and board meeting frequency and ROE. On
other hand contrary, the regression analysis shows the CEO
Duality to be insignificantly related to ROE.
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