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ABSTRACT

Enterprises are considered as an important entity in the economies of all countries. The Board of
Directors is the heart of the enterprise and plays a decisive role in all activities of the enterprise and
also implements policies on investment, capital mobilization and dividend distribution in the en-
terprise. The choice of board of directors in a joint-stock enterprise significantly affects the business
activities of the enterprise and thereby affects the contribution of the enterprise to the economy.
In the current development process, in addition to enhancing board independence and expand-
ing the board of directors, the board of directors aims at gender diversity in order to maximize the
contribution of all kinds of people to the development of enterprise. Using 98 firms listed on the
Hanoi Stock Exchange and Ho Chi Minh City Stock Exchange in the period of 2014 - 2019, and using
quantitative analysis on unbalanced panel data, the research results indicate that the participation
of women helps the board of directors for gender diversity as well as the independence of the
board has not yet had an impact on the financial performance of the business. However, the larger
board size is consistent with a greater financial performance, and the smaller board size can lead
the lower the financial performance. The research also confirms that choosing the optimal capital
structure has the potential to improve corporate profitability and help businesses take advantage
of tax shields and business supervision. In this research, we have not found the benefits of large
enterprises on the financial performance on the stock exchange. It can confirm that the size of the

Thu Dau Mot University, Binh Duong,
Vietnam
Correspondence

Nguyen Van Chien, Thu Dau Mot
University, Binh Duong, Vietnam

Email: chiennv@tdmu.edu.vn

History

® Received: 23-11-2022
o Accepted: 05-4-2023
o Published: 21-5-2023

DOI :
https://doi.org/10.32508/stdjelm.v7i2.1167

"i} Check for updates
!

Copyright

© VNUHCM Press. This is an open-
access article distributed under the
terms of the Creative Commons
Attribution 4.0 International license.

A

—
VNU-HCM Press

business has not had an impact on the profit of the business.
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INTRODUCTION

Businesses significantly play an important role in con-
tributing to the output of the economy. Businesses
operating with high profits mean efficient enterprises,
capable of carrying out business, creating jobs for the
economy and at the same time making contributions
to the national budget and economic development.
In Vietnam’s economic conditions, most of the busi-
nesses are small and medium sized and medium sized
and have limited business capacity. When the enter-
prise is profitable, the enterprise has the ability to ac-
cumulate its own capital and thus has the ability to
be more proactive in production and business, from
which the enterprise is more likely to achieve finan-
cial efficiency.

In this era, the role of women is becoming more and
more important not only in social life but also in eco-
nomic and business activities. Many businesses have
female leaders, they become the captains to steer their
business in the marketplace and many of them have
achieved certain successes. The positions that female
leaders can take in the enterprise can be: (1) they are
in the position of chairman of the board of directors

with the role of leading all activities of the business
and having the highest responsibility for sharehold-
ers, employees and the development of the business,
(2) they are in the position of directors with a direct
role in running the business to achieve the interests of
the owner and shareholders, (3) or they may be in the
position of head, deputy head of a department, or a
supervisory board, or a similar position in the enter-
prise.

Research on the influence of female board mem-
bers and financial performance has been carried out
through a number of recent studies. Typically, the
study of Ahmadi et al. (2018)!, Low et al. (2015)2,
Nguyen et al. (2021)* or Mohsni et al. (2021)4, and
the research results show that the influence of female
members of the board of directors on financial per-
formance can be positive, but it can also have a nega-
tive effect. This relationship depends on specific con-
ditions and economic and political characteristics in
each country. The objective of this study is to eval-
uate the influence of gender on the financial perfor-
mance of enterprises, which is a research topic that
has not been paid much attention by many scholars,
especially in the context of Vietnam - a country with a
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changing economy. rapid economic changes in recent
years.

In addition to the introduction, the remainder of
this paper is divided as follows: Part 2 indicates the
literature review while data collection and research
methodology for Part 3. The research results and con-
clusions in Part 4, and Part 5.

LITERATURE REVIEW

In the theory, gender diversity in the board of direc-
tors (BOD) helps to make the management and the
leadership of BODs more diversified and harmonious.
Most authors argued that female participation in lead-
ership has the potential to improve firm performance,
Ahmadi et al. (2018)! argued that gender diversity
helps businesses operate more efficiently. Nguyen et
al. (2021) 3 also affirmed a significant and positive im-
pact of gender diverity and its impact on firm perfor-
mance. However, countries with low quality of gov-
ernance, gender diversity can have a negative impact
on corporate profits, similar to Mohsni et al. (2021) *
confirmed in one of his studies.

Research by Low et al. (2015) 2 in four countries such
as Korea, Hong Kong, Singapore and Malaysia, and
showed that increasing the number of female direc-
tors in the board of directors has a significant and pos-
itive impact on firm performance, which is measured
by ROE. In addition, Low et al. (2015)? also con-
firmed a positive impact of gender diversity appears
to be diminished in countries with higher women’s
economic participation, and empowerment. On the
contrary, a positive impact of gender diversit that be-
comes stronger should be stronger in a country where
women are less economically empowered. It can be
explained that joint stock companies that forcing the
appointment of female directors or requiring gender
quotas can reduce corporate financial performance in
countries with strong cultural resistance.

Ahmadi et al. (2018)! studied the relationship be-
tween the dual role of the CEO, and especially the
gender diversity in the board, the impact on the per-
formance of listed companies. The study found that
board characteristics are positively correlated with
firm performance. However, there is a significant re-
lationship between ROE, ROA and board composi-
tion on financial performance. In addition, the study
found a negative association between financial infor-
mation and management compensation based on eq-
uity. Ahmadi et al. (2018)! also highly appreci-
ated the presence of the independent directors on the
BODs to the financial performance. At the same time,
there exists a negative relationship company perfor-
mance and CEO tenure. In particular, the more gen-
der diversity in the board of directors is consistent
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with the better firm performance, thereby reflecting
that the participation of women on the board of di-
rectors has the potential to improve operations.

(2021° the relation-
ship between the gender diversity and financial per-

According to Nguyen et al.

formance across economies may be significantly im-
pacted because of the existence of the moderating ef-
fect of the quality of national governance. Based on a
sample dataset of 15.051 observations from 2931 firms
in 46 economies, the research results indicated that
the quality of the national governance is more likely
to impact on the relationship between gender diver-
sity and financial performance. Specifically, gender
diversity in the board of directors has a positive im-
pact on the performance of companies operating in
countries with the threshold of national governance
quality, whereas in countries with poor governance.
If governance is low, gender diversity has no impact
on financial performance. Thus, it can be seen that
the impact of gender diversit on the performance of
enterprises gradually decreases and turns negative in
the case the quality of the national governance de-
clines. These results suggested that countries with im-
proved governance are likely to improve financial per-
formance.

Further discussed on this relationship, Mohsni et al.
(2021)* studied how gender diversity in BODs impact
on risk taking and corporate financial performance
in 27 emering and developing economies. Mohsni et
al. (2021)* suggested that gender diversity in BODs
is negatively related to both financial and operational
risk, and positively associated with financial perfor-
mance. The study also indicated the impact of cultural
indicators on gender diversity, and the country ranks
high in masculinity, individualism and long-term ori-
entation. Therefore, it tends to accept higher risk-
taking, and culture reduces the risk- mitigation effect
of gender diversit on the board. It partly explains why
the years after the financial crisis normally shows an
increase in the number of women on corporate board.
Further, it significantly coincides with the regulatory
impact of risk reduction, and ultimately improves cor-
porate financial performace. At the same time, the
study also revealed that society needs to eliminate
the mentality of men and women, give women more
rights and participate in leadership positions, which
helps businesses have more sustainable profits.
Research by Kahloul et al. (2022)° assessed the re-
lationship of gender diversity in the board of direc-
tors and financial performance in the regulatory im-
pact on corporate social responsibility. Using panel
datasets collected from French companies for the pe-
riod 2008-2015, Kahloul et al. (2022)° confirmed
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a neutral impact from corporate social responsibility
using Tobins Q to measure efficiency, and a negative
impact was observed with ROA. The study also sug-
gested that corporate social responsibility is likely to
bring higher financial performance to the company in
the case of gender diversity in the board of directors.
In addition, the presence of a controlling shareholder
is associated with better firm performance®. Or a fe-
male CEO leads to decrease the financial performance
for a firm”.

DATA AND METHODOLOGY
Data

The study uses data from 98 firms listed on the stock
market of Vietnam in the period of 2014 - 2021. The
firms are usually selected based on a long listing pe-
riod and stable operation. The study collects data
from audited financial statements, and, in some cases,
handles errors and treats missing items before enter-
ing into regression analysis.

Methodology

In this study, based on the original study by Low et
al. (2015)2, we calibrate the research model by adding
new variables, then the regression equation is written
as follows:

ROEit= By + B; GENDERit + B, INDEit + B3
BOARDiIt + B4 LEVit + B5 SIZEit + ui + p’it
Where:

ROEit is the indicator to measure the financial perfor-
mance of the enterprise (%), measured by the profit
after tax divided by the equity of firm i in year t;
GENDERIt is the proportion of women in BODs,
measured by the total number of female members
compared to the total number of members of BODs,
of firm i year t;

INDEit is the indicator to measure independent
member in BODs, measured by the total number of
independent members compared to the number of
mumbers of BODs, of firm i year t;

BOARD:It is the size of BODs, measured by the num-
ber of members in BODs, of firm i year t;

LEVit is the company’s capital structure, measured by
total debt versus total assets, of enterprise i in year t;
SIZEit is the size of the enterprise, measured by the
logarithm of natural total assets, of enterprise i in year
5

U, ' isthe error term; B is intercept; f3; is the regres-
sion coefficient.

In this study, Perasan test is used to analyze the cross-
relationship between enterprises. To test for station-
arity, the study uses Im - Perasan - Shin (CIPS) and

Dickey - Fuller (CADF) test, this test is suitable for
stationarity test when the data exists cross-sectional
relationship among the enterprises.

In addition, the study uses Kao, Pedroni and Wester-
lund tests to evaluate co-integration among variables
in order to assess long-term effects between factors.
To evaluate the long-term impact, the study uses the
Driscoll - Kraay standard errors test to consider the
cross-dependence and heteroskedasticity in the re-
search model. In addition, the study also applies the
FGLS - feasible generalized least squares to test the
robustness of the research model.

RESULTS AND DISCUSSIONS

Descriptive statistics

Table 1 presents descriptive statistics of the variables
used in the regression model. For corporate effi-
ciency, ROE achieved an average value of 16.35%,
which is a relatively high level, but there are also busi-
nesses that suffer losses. Regarding gender diversity,
the proportion of women on the board of directors is
quite low, averaging only 2.42%, while many enter-
prises do not have female participation on the board
of directors, and enterprises have a high participation
rate with the maximum participation of only 25%. As
for the size of the board of directors, it has an aver-
age of 6.1 members and there are enterprises with 11
members, but there are also enterprises with 3 mem-
bers. In terms of capital structure, the enterprise’s
capital source is 46.45% from debt and 53.55% from
equity.

Correlation matrix

Table 2 presents the correlation matrix, it found that
the correlation coefficients between pairs of indepen-
dent variables were less than 0.8, so there was no pos-
sibility of multicollinearity. Further, Table 3 shows
the VIF analysis and it is evident that the mean VIF
is 1.20 and less than 10, the component VIF indexes
are also in the range of 1.01 and 1.46, and less than 10,
so multicollinearity is unlikely to occur.

Regression results and discussions
DISCUSSIONS

Research results in Table 4 and Table 5 show that there
is no relationship between the selection of women in
the board of directors and the financial performance.
At the same time, the independence of the board of
directors also has no impact on the performance of the
enterprise, which reflects the increased independence
of the board of directors which has not yet brought
practical results to the enterprise.
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Table 1: Descriptive statistics

Variable Obs. Mean Std. Dev Min Max
ROE 784 0.1635 0.8716 -2.8389 21.1503
GENDER 784 0.0242 0.0606 0 0.25
INDE 784 0.7145 0.1677 0 1.1428
BOARD 784 6.1632 1.5441 3 11
LEV 784 0.4645 0.2240 0 1
SIZE 784 11.8313 0.6263 9.8480 13.4705
Source: Authors analysis
Table 2: Correlation matrix
ROE GENDER INDE BOARD LEV SIZE
ROE 1.0000
GENDER -0.0339 1.0000
INDE -0.0362 -0.0606 1.0000
BOARD -0.0092 -0.0324 0.1239 1.0000
LEV -0.0421 -0.0420 -0.1195 0.1464 1.0000
SIZE -0.0533 -0.0283 0.0789 0.5449 0.2138 1.0000
Source: Authors analysis
Table 3: VIF analysis
Variable VIF 1/VIF
SIZE 1.46 0.683766
BOARD 1.44 0.694593
LEV 1.07 0.931272
INDE 1.04 0.960150
GENDER 1.01 0.993556
Mean VIF 1.20

Source: Authors’ analysis

Research results also suggest that the size of the Board
of Directors has a significant and positive impact on
firm performance, that is, firms with a large number of
board members tend to be more profitable, and firms
with fewer members tend to be less profitable. This
suggests that businesses should prioritize choosing a
large-scale board of directors in order to receive the
collective wisdom and thereby have the right direction
for business development.

It is evident that enterprises that choose a reasonable
capital structure are likely to bring financial efficiency
and high profits. Usually, businesses can access fund-
ing from outside the business, this funding often has
the advantage of helping businesses to take advantage
of tax shield benefits and increase business value and
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benefits for shareholder. In addition, external fund-
ing often helps businesses improve their governance,
because sponsors always require businesses to invest
in projects with high financial efficiency and the abil-
ity to repay debts.

Finally, research results suggest that smaller busi-
nesses are generally more profitable. It can be ex-
plained that small businesses often have the advantage
in changing business plans and the ability to adapt to
macroeconomic fluctuations, small businesses must
adapt to survive. Secondly, in this study, the surveyed
enterprises are all small and medium sized, and have

recently been rising to become larger enterprises.
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Table 4: Regression results

Variable used in the study Coefficients
Driscoll - Kraay FGLS no FE
GENDER -0.5577** -0.5577 -0.5577
(0.037) (0.277) (0.279)
INDE -0.2226 -0.2226 -0.2226
(0.248) (0.238) (0.240)
BOARD 0.0191* 0.0191 0.0191
(0.067) (0.427) (0.428)
LEV -0.1587 -0.1587 -0.1587
(0.251) (0.269) (0.270)
SIZE -0.0845 -0.0845 -0.0845
(0.229) (0.158) (0.159)
_cons 1.2924 1.2924** 1.2924**
(0.183) (0.044) (0.045)
Number of obs 784 784 784
Number of groups 113 113 113

Note: *** at the 10%, 5% significance level. Pvalue value displayed in brackets “()”
Source: Authors’ analysis

Table 5: Regression results

Variable Regression coefficient
Year FE Firm FE Year and Firm FE
GENDER -5.2800 -4.6397 -5.2080
(0.133) (0.187) (0.133)
INDE 0.0408 -0.3787 0.0408
(0.982) (0.828) (0.982)
BOARD 0.6527** 0.5887* 0.6527**
(0.039) (0.061) (0.038)
LEV 0.7069** 0.5216 0.7069**
(0.033) (0.107) (0.033)
SIZE -1.5734%%¢ -1.2411%%* -1.5734%%*
(0.000) (0.000) (0.000)
_cons 14.3593*** 11.2965%* 14.6155***
(0.000) (0.000) (0.000)
Number of obs 784 784 784
Number of groups 113 113 113

Note: *,*,** at the 10%,5% 1% signiﬁcance level. Pvalue value displayed in brackets “()”
Source: Authors’ analysis

4216



Science & Technology Development Journal - Economics - Law and Management 2023, 7(2):4212-4218

CONCLUSIONS

A firm plays an important role in contributing to
production, and increasing the output of the coun-
try. Businesses operating in the marketplace must
achieve financial efficiency to meet benefits for em-
ployees, sponsors and shareholders. When the busi-
ness achieves high profits, the share price increases,
the firm value increases and the shareholder benefits
are also higher. Using a dataset of 98 companies listed
in the stock exchange in the 2014- 2021 period, and
advanced quantitative analysis methods, the research
results indicate that there is no relationship between
gender diversity as well as independence of the board
of directors and the financial performance. How-
ever, thereis a positive association between board size
and financial performance, and more profitable firms
tend to have more board members. The research also
suggests that small businesses should choose external
funding, through the donor monitoring mechanism
to help businesses become more efficient. The study
also did not find a benefit of small businesses on cor-
porate profits.

The study has several governance implications.
Firstly, enterprises continue to be given favorable
conditions to help them expand their production
activities and expand the company’s scale, thereby
helping them to be more competitive and improve
their performance. improve business efficiency.
Second, the government continues to improve
capital markets to help businesses access capital to
finance their businesses and improve their financial
performance.

The study has some limitations, there are many fac-
tors that can affect the financial performance of en-
terprises but have not been conducted in this study,
such as factors: liquidity, quality of financial state-
ments. In addition, there are many macro factors such
as inflation, interest rates, growth, open market... that
have an impact on business operations and have not
been studied in the research. These are suggestions for
other future studies.
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TOM TAT

Doanh nghiép la mot thyc thé quan trong trong nén kinh té€ clia cac quéc gia. Hoi ddng quén trj
a trdi tim clia doanh nghiép co vai trd quyét dinh trong moi hoat déng clia doanh nghiép va cling
nhu thuc hién cac chinh sach dau tu, huy déng vén va phan chia cé tuc trong doanh nghiép. Lua
chon héi dong quan tri trong doanh nghiép c6 phan cé dnh hudng téi hoat dong kinh doanh cuia
doanh nghiép va tir d6 cé anh hudng téi su déng gop clia doanh nghiép vao nén kinh té. Trong
qué trinh phat trién hién nay, ngoai nang cao tinh déc lap va ma réng hoi déng quan tri thi hoi dong
quan tri huéng tudi su da dang gidi nham phat huy t6i da su déng goép clia bat cr thanh phan xa
hoi dé phat trién doanh nghiép. Nghién ctiu trén 98 doanh nghiép niém yét trén san chiing khoan
Ha No&i va H6 Chi Minh trong thai gian 2014 dén 2021, va st dung phan tich dinh lugng trén di liéu
bang khong can bang, két qua nghién cliu cho rang su tham gia clia nr gidi gitip cho hoi déng
quan tri co su da dang gidi va dong thai su déc 1ap trong hoi dong quan tri chua cé tac dong dén
hiéu qua tai chinh trong doanh nghiép. Tuy vy, hdi déng quan tri cd quy mo cang I6n thi thuong
doanh nghiép c6 kha ndng dat dugc hiéu qua tai chinh cang cao hon va hoi dong quan tri cé quy
md nhd hon thudng co hiéu qua tai chinh thdp hon. Nghién ctiu cling khang dinh lua chon cau
trdc von phl hop cé kha nang cai thién Igi nhuan ctia doanh nghiép va gitp doanh nghiép tan
dung duac loi ich tdm chdn thué va hoat déng gidm sat kinh doanh. Trong nghién ctu nay ching
toi chua tim thay Igi ich ctia doanh nghiép I6n déi vai hiéu qua tai chinh trong doanh nghiép trén
san chiing khoan. Biéu do cé thé khang dinh quy mé ctia doanh nghiép chua co tac dong dén Igi
nhuan ctia doanh nghiép.
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