
ABSTRACT

The diversity of a board provides good information for decision-making. 
In addition, having individuals from different backgrounds and having 
unique knowledge sets, experiences and skills lead to better governance. 
The objective of this study was to investigate trends of diversity in 
the boardroom in publicly listed Malaysian companies. The study was 
conducted on a sample of 337 companies listed on Bursa Malaysia with 
674 observations from 2015 & 2016. The findings show that the diversity 
of boards with respect to gender, age, education, and ethnicity is beneficial. 
Most corporations prefer to appoint men to the board of directors. The 
results of the study show that when it comes to age and ethnicity, diversity 
becomes a priority for companies to compete in the open market. In addition, 
the findings indicate that knowledge, which is related to education and 
qualifications, is a very important element for sitting in the boardroom. In 
addition, education, diversity has a positive significance in a family firm. 
Family members need to be better qualified to ensure that the company is 
able to survive in the market for longer periods.
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INTRODUCTION

Performance is achieved through best strategies and planning, and this relates 
to shareholder satisfaction with their investment. Providing information is 
very important for designing better strategies that lead to efficient business 
transactions. The focus of activities is dependent upon the design of the 
strategy. Therefore, the beginning stage in strategy design is collecting 
input, and the boardroom is a place where information is provided through 
brainstorming (Al-Gamrh et al., 2018; Al-Matari et al., 2012; Ciftci et al., 
2019; Amin et al., 2019). 

What is the relationship between the board of directors and the 
boardroom? A board of directors is a group of people who are responsible 
for all the business decision-making to be aligned to achieving better 
performance (Al-Matari et al., 2012; Amin et al., 2019; Ararat et al., 2015; 
Ciftci et al., 2019), which is associated with shareholder satisfaction. 
Additionally, a board brainstorms to generate ideas in the meeting room, also 
known as the boardroom. A boardroom is a place where relevant comments 
from board discussions are connected to the operation of a company. 
Furthermore, it shows that the diversity of the board is very important 
regarding the information provided (Hillman et al., 2000; Rutledge et al., 
2016). While diversity is voluntary for companies, there are no specific 
regulations set out in the Code of Best Practices for Corporate Governance 
for Diversity. Consequently, we questioned the diversity of the board of 
directors. 

In this study, diversity includes gender, education, ethnicity, and age. 
Companies should have a mixed-gender on the board because different 
backgrounds and experiences based on one’s gender are beneficial to a 
company’s growth (Ararat et al., 2015; Ciftci et al., 2019; Shukeri et al., 
2012). Hillman et al. (2000) stated that a different kind of board may provide 
different beneficial resources to a company. Education refers to knowledge 
on a board of directors and having different levels of education can improve 
performance. Cheng et al. (2010) found that a degree level qualification 
held by the chairman was positively related to performance. Furthermore, 
different cultures, values, and beliefs may be an advantage for companies 
to keep their business successful in the long term (Alazzani et al., 2017; 
Abdullah, 2014; Abdul Wahab et al., 2015). Without diversity on the board 
of directors, decisions can be influenced by gender bias and racism. 
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Members of the board of directors have different backgrounds, values, 
gender experiences, and education (Alazzani et al., 2017; Boadi & Osarfo, 
2019; Harjoto et al., 2019), but they have similar goals and objectives with 
regard to a firm’s overall objective. Supported by Hillman et al. (2002, p. 
749), the human capital on demographically diverse boards should result in 
divergent and unique views and backgrounds brought to a firm. They also 
found that the demographics of directors can influence the strategic choices 
of the company due to differences in human and social capital between 
directors of different races and genders (Hillman et al., 2002). This study 
was interested in exploring the unique characteristics of board members, 
which can benefit a firm’s operation. 

Carter et al. (2003) and Erhardt et al. (2003) investigated board 
diversity and found that both racial and gender diversity in the boardroom 
positively influenced firm performance (Tee & Rassiah, 2020; Moreno-
Gomez et al., 2018). As a result, the firm is able to expand its business 
operations through investments (Bernile et al., 2018; Midavaine et al., 
2016). Therefore, Eulerich et al. (2014) stated that most particular national 
and international policymakers consider board diversity is associated with 
better performance. However, although various organizations want to have 
a diverse board structure still the implication of board diversity to firm 
performance is uncertain (Hassan & Marimuthu, 2018; Kang et al., 2007; 
Uribe-Bohorquez et al., 2018), particularly in developing countries including 
Malaysia (Amin et al., 2019). 

Diversity on boards is an advantage for companies to capture various 
market segmentation and improve their performance. Differences in gender, 
age, education, and ethnicity are closely associated with values, beliefs, and 
culture. The diversity of boards provides a firm with better strategies and 
planning to achieve its objectives. As a result of this notion, shareholder 
satisfaction can increase because of their increased wealth. 

The purpose of this paper was to examine diversity trends in a 
boardroom of listed companies in Malaysia. The paper also examined the 
association between the attributes of board diversity (age, ethnicity, gender, 
and educational diversity) and family-owned companies. This study argued 
that controlling founders and their family members may dominate board 
positions, including the board members’ nomination and appointment (Gul 
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& Zhang, 2016; Salloum et al., 2019). Family-owned businesses have strong 
incentives to continue to control and maintain operations over an extended 
period. However, there is limited evidence to show which attributes of 
diversity are more important among family-owned companies in Malaysia. 
Thus, this study would provide an essential landscape for family firms’ 
board diversity.

Based on the sample size of 337 firms listed on Bursa Malaysia with 
674 observations from 2015 and 2016, this study found patterns of diversity 
regarding gender, age, education, and ethnicity. The majority of companies 
prefer to appoint males on their board of directors. With respect to age and 
ethnicity, the findings show that diversity has become a priority among 
companies to be competitive in the open market. Furthermore, the results 
indicated that knowledge, which is linked to education and qualifications, 
is a very important element in becoming a board member. The findings 
further indicate that family firm has a significant relationship to the diversity 
of education. 

This study is very important to provide insights into Malaysian firm 
practices in terms of board diversity. This study also recommends when to 
appoint a member of the board of directors in the boardroom. Thus, each 
board member is a key individual in the business that leads the business 
to future success. The diversity of boards, such as gender, age, education, 
and ethnicity, are all important aspects for members to take into account 
when managing commercial activities. Also, it helps to identify the types 
of board diversity that the family firm typically practices. A family-owned 
company prefers to appoint a family member to support the company’s 
success and stay longer.

The remaining chapters are organized as follows: Section 2 outlines 
the relevant literature while fully developing the ideas of past research that 
are most important to the present study. The research design issues and 
methodology are explored in Section 3. Details of the final sample and the 
measurement of variables are also discussed in this section. The results and 
discussion are presented in Section 4. Section 5 sets out the conclusions, 
limitations, and some suggestions for further research.
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LITERATURE REVIEW

Blue (1977, p. 276) defined diversity as “the great number of different 
statuses among which a population is distributed.” Because “race and 
gender are often considered proxies of different perspectives individuals 
bring to organizations” (Tee & Rassiah, 2020; Fernández-Temprano & 
Tejerina-Gaite, 2020; Hillman et al., 2002, p. 749; Moreno-Gomez et al., 
2018), the human capital on demographically diverse boards should result 
in divergent and unique views and backgrounds brought to a firm. The 
boardroom becomes homogenous if the board of directors is made up of 
male-only without female directors or Chinese only without other ethnicities 
(Tee & Russia, 2020; Guest, 2019). Requirements for diversity in a board 
of directors are not mandatory for companies to comply with. However, a 
company tends to gain benefits from board diversity, such as knowledge, 
skills, development of the company, relationship and others (Kang et al., 
2007; Terjesen et al., 2015; Uribe-Bohorquez et al., 2018). 

Diversity is very important to the board of directors in decision-making 
because it provides a wider range of information (Hillman et al, 2000). 
Besides, diversity also can enhance company performance as previous 
studies have stated (Al-Matari et al., 2012; Amin et al., 2019; Ararat et al., 
2015; Ciftci et al., 2019). For example, Li et al. (2011) argued that diversity 
of directors can increase skills and knowledge, which leads to improved 
firm performance. These findings were consistent with Zahra and Pearce 
(1989), who explained that diversity among the board of directors may 
generate new and different ideas, which links with better performance. 
However, the decision to apply board diversity in the boardroom is not 
based on moral grounds only but decisions are made based on cost-benefit 
concerns (Sarhan et al., 2018). 

This section will discuss diversity related to gender, age, education, 
and ethnicity matters. Furthermore, it will show that the pattern of diversity 
in the boardroom may apply in the corporate world. 

Director’s Gender

The issue of gender diversity on corporate boards purported 
contributions of women directors, including improved monitoring, ethical 
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focus, and democratic leadership (Unite et al., 2019). This rationale forms the 
perception of the importance of women’s participation on corporate boards 
to oppose alternative arguments based on social or equality considerations 
(Moreno-Gomez et al., 2018; Unite et al., 2019) since board structure is 
normally dominated by males. The gender difference is considered as 
diversity and is an important element in a board of directors. Therefore, 
gender issues have become subject to research by many scholars (Branson, 
2012; Terjesen et al., 2009; Moreno-Gomez et al., 2018; Unite et al., 2019) 
and can create policies in many countries to improve the representation 
of women on boards (Branson, 2012). Many countries have their quotas 
for women representatives on boards such as Norway, France, and Spain 
(40% of board members are women), Belgium (35%), and Malaysia (30%) 
(Deloitte, 2011). This statistic shows that the composition between females 
and males in boards is a national issue.

Malaysia is similar to other developing countries which face gender 
issues. For example, in Indonesia, s study revealed that the average 
percentage of women on the boards of 383 listed firms on the Indonesia 
Stock Exchange (IDX) was 11.2 percent (Darmadi, 2011). Thus, the 
board of directors being dominated by men became a norm for most of 
the companies in developing countries. Many studies on gender diversity 
in the Malaysian context have been conducted (Abdullah & Ku Ismail, 
2013; Shukeri et al., 2012; Marimuthu & Kolandaisamy, 2009). A study 
by Marimuthu and Kolandaisamy (2009) used data from 2000 to 2006 for 
the top 100 non-financial firms and found that women directors occupied 
13.5% of the positions. Furthermore, results from Shukeri et al. (2012) 
indicated that only 9.8 % of women sat on boards throughout the data from 
300 randomly selected firms for 2011. Abdullah and Ku Ismail (2013) used 
data from 100 non-financial firms listed on Bursa Malaysia’s website since 
2007. This study reported that women directors represented 6.3% of board 
members. A previous discussion showed the Malaysian government’s ability 
to influence company policies, according to gender. 

Mixed-gender is beneficial for a company to understand the market 
according to their different backgrounds, skills, and experiences. The 
market is very competitive according to the different beliefs, cultures, 
backgrounds, education experiences, gender, and age (Fernández-Temprano 
& Tejerina-Gaite, 2020). Therefore, the presence of mixed gender is very 
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important to keep businesses aligned with market needs. For example, who 
can understand women behavior better than women directors? Brennan 
and McCafferty (1997) explained that women directors can understand 
women consumers’ behavior and needs. Another benefit of women directors 
is creativity and innovation, which leads to capturing more of the market 
and better decision making. This shows that the presence of women 
on boards possibly increases firm performance and shareholder wealth 
(Ripley, 2003). Kang et al. (2007), explained that when women were on 
a board, the corporation’s value possibly increased. The recent evidence 
by Moreno-Gomez et al. (2018) also supports gender diversity in which 
women’s leadership is associated with subsequent business performance. 
Additionally, Pandey et al. (2020) found that female presence on the board 
of Australian firms was negatively associated with the cost of debt which 
supports the argument that a certain threshold of gender balance is required 
for enhancing board effectiveness.

 
The board meeting is a place for board members to address opinions, 

ideas, and solutions for company problems, plus their progress in the future. 
All boards have the right to give suggestions related to the problem, but the 
decision made may still be biased to the gender of the member—especially 
if the board is dominated by one gender. Therefore, a mixed-gender board 
might play a role as a check and balance system, which benefits a firm 
(Moreno-Gomez et al., 2018; Unite et al., 2019). 

In Asian countries, including Malaysia, the male is a family leader who 
is responsible to fulfill the basic needs of his family. Furthermore, they are 
required to protect and provide a better life for their family. Therefore, males 
have better motivation to work harder and are highly committed, which is 
good for companies to gain better performance. However, female directors 
also play important roles in improving firm performance. According to 
Neilsen and House (2010, p. 138), a woman director has “a concern with the 
welfare of other people and being affectionate, helpful, kind, sympathetic, 
interpersonally sensitive, nurturing and gentle.” From this, gender issues 
in a company need to be looked at further. 
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Director’s Age

Another question is whether young or old persons should sit on the 
board of directors? Why is age relevant in the boardroom? What happens if 
a young director dominates the board? What age can be considered old? The 
elements of knowledge, experience, and skills are related to a range of ages. 
A board with a range of ages can generate more ideas that benefits a company 
(Fernández-Temprano & Tejerina-Gaite, 2020). The combination of young 
directors’ technological competency with older directors’ experience can 
build a strong relationship with interested parties which benefits a company.

Differences between young and old, which can be referred to as the 
generation gap, is where each age range has its own traditions, beliefs, and 
values. A young director is very energetic, able to work long hours, and 
tends to lead better performance. When young directors joined a company, 
they are more likely to know early-career entrepreneurs (Ali et al., 2014). 
The reverse is true for old directors who are very experienced and may 
become a part of the check and balance system with young directors. In 
addition, they have friends outside the company, which is beneficial to a 
business relationship. 

However, there are mixed results according to age and performance. 
For example, one study by Siciliano (1996) showed that a high board age 
diversity had a positive relationship with large donations for a non-profit 
organization. This finding was supported by Mahadeo et al. (2012) and Kagzi 
and Guha (2018) who found that high board age diversity was related to 
high profits for organizations. A contrasting result was found by Hafsi and 
Turgut (2013) who found that board age diversity is related to low corporate 
social performance. Other findings indicated that board age diversity does 
not have a significant relationship with return on assets (ROA) and return 
on equity (ROE) (Jhunjhunwala & Misra, 2012; Bonn et al., 2004; Jonson 
et al., 2020)

Director’s Education Background

Education refers to the knowledge that someone gains either formal or 
non-formal. Formal education refers to the education system from primary to 
higher education. Non-formal education refers to gaining knowledge through 
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life and experience. According to formal education, knowledge refers to 
a qualification such as a diploma, degree, master, and a Ph.D., meaning 
that when people gain a higher level of qualification, this indicates that 
the person is knowledgeable. According to Gottesman and Morey (2006), 
educational qualification reflects intelligence. Thus, the firm should have 
a board with higher education and perhaps even become a requirement for 
being appointed to the board.

Members in the boardroom should consist of knowledgeable people. 
The implication of this notion is that it makes the board generate better ideas 
and strategies to capture market needs. If they lack knowledge, it could 
possibly affect and influence firm performance. This shows that boards 
consist of people who have a responsibility to make sure firm objectives 
are achieved. This is a consistent finding with Jalbert et al. (2002), Bhagat 
et al. (2010), and Cheng et al. (2010). All three studies found evidence that 
education level is positively associated with financial performance. Although 
a recent study by Kagzi and Guha (2018) involving Indian knowledge-
intensive firms found that education diversity negatively influences firm 
performance, the empirical evidence suggesting that educational diversity 
improves firm performance is more prominent (Bhagat et al., 2010; Boadi 
& Osarfo, 2019; Cheng et al., 2010; Harjoto et al., 2019).

According to the Agency Theory, shareholders transfer authority 
to the board of directors to ensure that a firm’s objectives are achieved. 
Therefore, the board of directors’ responsibility is to keep a successful 
business in the long term. They play a role to increase firm wealth through 
better performance. When shareholders trust the board of directors, who 
are able to increase their wealth, then the investment may either remain or 
increase. Trust here is related to better education qualifications because the 
person is seen as more knowledgeable. Meaning, shareholders prefer a board 
of directors consisting of people who have the knowledge and know how 
to run the business operations successfully (Bhagat et al., 2010; Boadi & 
Osarfo, 2019; Cheng et al., 2010; Harjoto et al., 2019; Kagzi & Guha, 2018). 

Director’s Ethnicity

Why is ethnicity an issue within a board of directors? Is it very 
important for firm survival? Customers’ values, cultures, and beliefs need 
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to be congruent with those of the board of directors, which links them to a 
firm’s objective (Azmat & Rentschler, 2015). In addition, it is very tough 
to capture the market if the board’s ethnicity is homogenous. They only 
understand their environment which is not necessarily consistent with other 
ethnicities’ needs. This scenario may cause failure to capture the market 
concerning a lack of understanding of the customer’s background. 

Additionally, ethnicity may contribute to different religions, which 
may lead to different market segments. Therefore, failure to understand 
ethnicity may affect the product segmentation with regard to a religious 
base. Sensitivity on ethnic issues needs to be emphasized by a firm to 
ensure that the product or service will be accepted because with regard to 
one’s ethnic values and beliefs, there could be a product that one might not 
be able to use (Tee & Rassiah, 2020). The success of a product or service 
on the market may ensure the interest of shareholders. Therefore, it is 
very important to understand customer’s values and beliefs because they 
are linked to the product that is competing in the marketplace. When this 
scenario does not happen, the shareholder may feel dissatisfied because of 
the way it affects its wealth. 

There are two possibilities shareholders may take action on, such as 
withdrawal of their shares or put pressure on the firm to work harder to 
enhance firm performance (Guest, 2019). Therefore, the roles played by 
board members as coming from different ethnic backgrounds should be used 
to address ideas and strategies. The implication of this notion is that it may 
be able to fulfill market demand and enhance firm performance (Azmat & 
Rentschler, 2015; Guest, 2019; Tee & Rassiah, 2020). According to Carter et 
al. (2003), field evidence showed that there is a positive relationship between 
the percentage of ethnic minorities on a board and a firm’s performance. 
However, Gul and Zhang (2016) posited a possibility of a concave function 
relationship between ethnic diversity and firm performance.

Board Diversity and Family Firm 

A family firm prefers to appoint a family member as part of the board 
of directors by using their power as a founder and controlling majority 
shareholder (Villalonga & Amit, 2006; Rahmat et al., 2018). Who is sitting 
in the boardroom in the family firm? Without further discussion, the family 
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firm prefers to hire a family member without any preferred gender. Anyone, 
regardless of gender, can be appointed as the board of directors as long as 
he/she is a family member. This situation may change the pattern of board 
diversity in a family firm. 

The family firm puts less priority on appointing the board of directors 
outside of family members. This shows that age is not an issue as either 
young or older members can join the board of directors as long as they are 
family members. A young director is very knowledgeable in relation to 
the present situation, especially in technological aspect and beneficial for 
a family firm. However, if all family members involved in the boardroom 
are young directors, it may not be good for a business because old directors 
have experience and a good relationship with other firms (Jonson et al., 
2020). This shows that age diversity in the family firm may differ from a 
non-family firm. Additionally, Bjuggren et al. (2018) emphasized that there 
are many more males than female corporate leaders. However, their results 
indicate that female leadership has a much more positive impact on the 
performance of family firms than that of non-family firms. Vieira (2018) 
also found that family firm performance is a premium or higher when they 
have more gender diversity than their counterparts.

It is very important for a family firm to have better strategies and 
planning to capture market segmentation because it may influence firm 
performance. Without better knowledge, experience, and skills, this may not 
be realized. Therefore, family firms prefer to have a board of directors with 
a better educational background to prolong the business. Family members 
have to further their studies in higher education, such as at degree, master, 
or doctoral level to gain better knowledge and skills. According to Li et al. 
(2011) who argued that the diversity of directors should increase the skills 
and knowledge of the board, which leads to improved firm performance.

Thus, educational diversity among board members provides a different 
level of knowledge which is beneficial for family firms especially in the 
complexity of business nowadays (Bhagat et al., 2010; Boadi & Osarfo, 
2019; Cheng et al., 2010; Harjoto et al., 2019). Each board member, 
including family members, has better ideas to enhance better performance. 
However, family members may be appointed to sit on the board of directors 
by cronies when procedures or policies are not strictly followed (Gul & 
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Zhang, 2016; Rahmat et al., 2018; Sarkar & Selarka, 2020). The minimum 
requirement to be on a board of directors is holding a degree, but this 
requirement may be ignored for family members.

Additionally, Malaysia is a multiracial country that has many ethnicities 
such as Malays, Chinese, Indians, and others (Gul & Zhang, 2016; Tee & 
Rassiah, 2020). Each ethnic group has its own beliefs, values, and culture 
that influence business strategies and planning. Therefore, a homogenous 
board does not apply in the Malaysian culture, but it is different in family 
firms. The family firm prefers to appoint the board of directors from a similar 
ethnic group to avoid conflicts between board members regards to beliefs, 
values, and culture (Salloum et al., 2019). The family firm may be able to 
focus on its business activities to achieve better outcomes. 

However, studies about board diversity attributes among family firms 
are scarce, which leads this study to hypothesize that certain characteristics 
of board diversity (age, ethnicity, education, and gender) may be associated 
with family firms.

H1:	 There is a positive relationship between board diversity and family 
firms

RESEARCH METHODOLOGY 

This study was based on a sample of 337 firms listed on Bursa Malaysia 
with 674 observations from 2015 and 2016. Data was extracted from Bursa 
Malaysia (www.bursamalaysia.com) manually collected from the annual 
reports. Bursa Malaysia was once known as the Kuala Lumpur Stock 
Exchange (KLSE). In 2004, it was renamed Bursa Malaysia. It consisted 
of the Main Market (Main Board and Second Board) and ACE Market 
(effective starting 3 August 2009) and is an exchange-holding company 
approved under Section 15 of the Capital Markets and Services Act 2007. 

Data was analyzed using the SPSS and results indicated the mean, 
standard deviation, correlation, and regression. Regression analysis used 
variables tested by proxies by dependent variables such as family firm, 
and independent variables such as diversity are gender, age, ethnicity, and 
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education. Regression analysis was used to test the association between the 
pattern of board diversity (age diversity, gender diversity, ethnic diversity, 
and education diversity) and the family firm. This regression provided 
empirical evidence about board diversity patterns that is commonly practised 
in family firms. 

Equation (1) describes the model used to test the relationship between 
the family firm, age diversity, gender diversity, ethnic diversity, and 
education diversity. 

Family-Firm = β0 + β1Gender-Diversityit + β2Age-Diversityit + 
β3Ethnicity-Diversityit + β4Education-Diversityit + єit ..........................(1)

Table 1: Measurement of Variation
No Variables Measurement
1  Family_Firm FAM_FIRMS takes the value of 1 for family firms and 

zero otherwise 
2 Gender_Diversity Gender was divided into two categories, male and 

female. Gender diversity took a value of 1 for the 
presence of a female on the board of directors. Gender 
Non-diversity took a value of zero when all board of 
directors were male. 

3 Age_Diversity Age category was divided into old as over 60 years and 
young below 60 years. Age Diversity took a value of 
1 for the presence of a young board which was below 
60 years. Age Non-Diversity took a value of zero when 
all board of directors was over 60 years. 

4 Ethnicity_Diversity Ethnicity category was divided into Malays, Chinese, 
Indians, and Foreigners. Ethnicity diversity took the 
value of 1 for the presence of Malays, Chinese, Indian, 
and foreigners. Ethnicity Non_Diversity took a value of 
zero when all board of director were similar in ethnicity. 

5 Education_Diversity Education was divided into two categories as degree 
and above and diploma and below. Education Diversity 
took a value of 1 for the presence of the board with a 
diploma and Education Non-Diversity took a value of 
zero when all board members had a degree and above. 
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RESULTS AND DISCUSSION 

Descriptive Analysis

Table 2 shows the descriptive statistics regarding board diversity. 
The average board size in this study was 7.19. In addition, gender diversity 
indicated contrasting results between males (mean = 6.60) and females 
(mean = 0.59) sitting on the board of directors. It shows that firms prefer to 
appoint males rather than females as boardroom members. This is because 
the male director has leadership qualities and a strong charisma to lead the 
company and achieve better performance. Furthermore, the composition 
of the ages between young and old showed a mean of 3.24 and 3.96. This 
indicated that composition for both ages played a role to generate better 
ideas to capture different segmentations that lead to a successful future. 

According to the education diversity results shown, the means for a 
diploma and below was 0.62, and degree and above was 6.57. The results 
show that the majority of the board members is that they hold a degree 
in higher education and beyond. It is very important for firms to have 
knowledgeable board members in order to survive the complexities of the 
market. Furthermore, ethnicity diversity means for the Malays was 2.19, 
Chinese was 4.59, and Indians and Foreigners was 0.10 and 0.31. The 
Chinese dominated the board of directors because they are founders of the 
firm, which is known as a family firm. Meanwhile, the presence of Malays 
on the board of directors was due to government policies, experience, and 
political connections. Indian and foreign directors were appointed according 
to their expertise and knowledge. 

Table 2: Descriptive Statistic
Mean Std Deviation Minimum Maximum

Board Size 7.19 1.826 4 13
Gender Diversity
Director (Male) 6.60 1.778 1 12
Director (Female) 0.59 0.841 0 5
Age Diversity
Age above 60 years 3.24 1.881 0 9
Age below 60 years 3.96 1.839 0 9
Education Diversity
Diploma and below 0.62 2.126 0 4
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Degree and above 6.57 2.259 3 13
Ethnicity Diversity
Director (Malays) 2.19 0.379 0 11
Director (Chinese) 4.59 0.831 0 12
Director (India) 0.10 0.998 0 4
Director (Foreign) 0.31 1.929 0 9

Crosstab Analysis

Table 3 indicates a cross tab analysis between age, ethnicity, education, 
and gender on the board of directors. Findings indicated that 361 (53.6%) 
companies did not have age diversity but did appoint different genders. 44 
(6.5%) companies consisted of directors from a similar level of age and 
gender. Interestingly, findings showed that 259 (38.4%) companies appoint 
their directors from different levels of age and gender. However, 10 (1.5%) 
companies preferred to have a different level of age but no gender diversity. 
According to ethnicity and gender, findings showed that the majority of 
companies, 319 (47.3%) preferred to appoint different genders on the 
board rather than different ethnicities. 86 (12.8%) of companies preferred 
to have one ethnicity and gender to lead their companies. Further, 221 
(32.8%) companies had ethnic and gender diversity in their boardroom. 
Only 48 (7.1%) companies had ethnicity diversity, but no gender diversity. 
In addition, there were 282 (41.8%) companies that did not have an 
education and gender diversity in their board of directors. 86 (12.8%) of 
the companies preferred to appoint education and gender diversity to their 
board of directors. Further, 123 (18.2%) companies had gender diversity, but 
did not have education diversity. Besides that, 183 (27.2%) companies had 
education diversity, but did not have gender diversity. Initial results show 
that companies are aware of the importance of diversity in the global market. 

Table 3: Age, Ethnicity, Education, and Gender
Gender

Diversity Non-Diversity
Age Non-Diversity 361 (53.6%) 44 (6.5%)

Diversity 259 (38.4%) 10 (1.5%)
Ethnicity Non-Diversity 319 (47.3%) 86 (12.8%)

Diversity 221 (32.8%) 48 (7.1%)
Education Non-Diversity 123 (18.2%) 282 (41.8%)

Diversity 86 (12.8%) 183 (27.2%)
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Table 4 shows a cross tab analysis between ethnicity, education, and 
age on the board of directors. Findings showed that 108 (16.0%) companies 
preferred their board of directors to be from different backgrounds of 
ethnicity and age. 26 (3.9%) companies had different ethnicities and 
backgrounds of education. In addition, 28 (4.2%) companies had different 
levels of age but no ethnic diversity. Also, the majority of companies 
preferred to hire the board of directors from different ethnic backgrounds, 
but not in age diversity. Regarding education and age diversity among 
the board members, Table 4.3 shows that 191 (28.3%) companies had 
different educational backgrounds and ages in their board of directors. 
Only 36 (5.3%) companies did not have education and age diversity in their 
boards. The majority of companies had different educational backgrounds 
but not different in age. Initial findings stated that companies focus more 
on one gender, but prefer different backgrounds of ethnicity and levels of 
education among the board of directors. Male directors were dominant and 
were associated with Asian traditional values where the male is viewed as a 
leader. Ensuring better performance by leading the market segmentation is 
very important in terms of having ethnicity and education, diversity because 
of effective strategies and planning. 

Table 4: Ethnicity, Education and Age
Age

Diversity Non-Diversity
Ethnicity Non-Diversity 28 (4.2%) 26 (3.9%)

Diversity 108 (16.0%) 512 (75.9%)

Education Non-Diversity 18 (2.7%) 36 (5.3%)

Diversity 191 (28.3%) 429 (63.7%)

Table 5 indicates the cross tab analysis on education and ethnicity, 
diversity in the board of directors. Results showed that 165 (24.5%) 
companies had different education levels and backgrounds of ethnicity. 
However, 90 (13.4%) companies did not have education and ethnicity 
diversity in their boards. The majority of companies preferred to hire a 
board of directors with better qualifications (i.e. Higher education degrees 
and above) and different ethnic backgrounds. Initial results indicated that 
companies preferred board members from different ethnic backgrounds but 
better education levels. It shows that firms emphasised knowledge, together 
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with culture and values among directors, which helps to ensure they can 
capture market segmentation that leads to better performance. 

Table 5: Education and Ethnicity
Education

Diversity Non_Diversity
Ethnicity Non-Diversity 44 (6.5%) 90 (13.4%)

Diversity 165 (24.5%) 375 (55.6%)

Table 6 shows the pattern of board diversity in public listed companies. 
Results show that the majority of companies prefer to appoint men as 
directors. The higher number of companies have males sitting on the board 
of directors with 6 persons (71), followed by 7 persons (68) and 5 persons 
(62). Further, 22 companies had 10 or more male board members. Besides, 
82 companies had either 8 or 9 males as board members. Initial results 
showed that Malaysia and Asian countries with a traditional culture in 
which the male is viewed as a leader and is responsible to make decisions 
and as such appoint more men to be on the board of directors. However, 
202 companies were not interested in hiring a female on the board of 
directors to operate the business. Further, 92 companies appointed at least 
one female to sit on the board. Only one company preferred to have 4 and 
5 female directors. Initial results indicate that culture and values may affect 
a female director’s appointment. Further, they are deficient in leadership 
skills related to decision-making and may be more influenced by emotions 
that can affect the business operations. 

Age diversity refers to persons less than 60 years of age and more than 
60 years of age. Table 6 shows a similar result where 9 persons aged less 
than 60 years sat on the boards, and those over 60 years were 4 companies. 
As the results show, 66 companies had board members who are under 60 
years with at least 3 persons. Further, 67 companies had at least 3 persons 
over 60 years sitting in their boardroom. Findings show that 5.3% (18) 
companies were less interested in hiring board members who were under 
60 years and 3.3% (11) of companies did not prefer to hire directors who 
were over 60 years. Initial results show that companies may prefer to have 
a balanced age diversity to ensure the segmentation between generations 
is filled. 
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Findings showed differences in educational diversity. Companies did 
not prefer to hire board members who had diploma or below. The majority 
of companies, 69.1% (233) were not interested in hiring those who had a 
diploma or below. However, some of the companies may hire a few directors 
who have less educational qualifications. Only 0.6% (4) of the companies 
had 4 persons who sat on their board of directors. Otherwise, at least 3 
persons on the board had better qualifications, such as a degree and above. 
Interestingly, findings showed that 28 companies who had more than 10 
persons sitting on their board had degrees and above. Initial results showed 
that knowledge is very important to ensure the strategies and planning are 
aligned with market segmentation.

Ethnicity diversity showed the difference between Malays, Chinese, 
Indians and Foreigners who sat on the boards. Findings showed that 92% 
(310) and 84.9% (286) of the companies were not interested in hiring Indians 
and foreigners in the board of directors. Only 5.6% (19) of companies 
preferred to appoint Chinese to sit in the boardroom. In addition, 20.2% 
(56) of the companies did not have Malays on their board of directors. 
The majority of the board of directors consisted of Malays and Chinese. 
Initial results showed that the majority of companies were controlled by the 
Chinese, which provides space for the ethnic group to dominate the board. 

Correlation Analysis

Table 7 indicates the correlation matrix between board diversity. 
There is a significant positive correlation between male directors with other 
diversity components. Further, the result showed that there is a negative 
relationship between male director and female director (t = -0.1178, p < 
0.01). When males become a majority in the board of directors the vice 
versa is female possibility becomes a minority. There is also a significant 
negative correlation between young and old directors (t = -0.518, p < 0.01). 

Regarding ethnicity diversity, findings showed a significant negative 
correlation between Malay directors compared to Chinese directors (t = 
-0.613, p < 0.01) and Indian directors (t = -0.071, p < 0.01). The results 
show that when the Malays dominated the board of directors the other 
ethnicities (e.g. Chinese, Indian and Foreign) may be less and vice versa. 
There is a significant negative correlation between degree and above, and 
diploma and below (p = -0.366, p < 0.01 0.000). 
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Regression Analysis

Table 8 indicates the relationship between a family firm and board 
diversity. Regression results indicated a positive and significant relationship 
between a family firm and education, diversity (0.008; t = 2.643 and p < 
0.05). This study found evidence that educational diversity is significantly 
positive for a family firm. This analysis suggested that firms need better 
ideas for planning and strategies through their board of director’s knowledge 
base. Further, family members require the knowledge to ensure that the firm 
can capture market segmentation and enhance performance. This evidence 
is consistent with several past studies that suggested the importance of 
educational diversity on the board such as Bhagat et al. (2010), Boadi & 
Osarfo (2019), Cheng et al. (2010), Harjoto et al. (2019), and Kagzi & 
Guha (2018). Therefore, family members need to further their studies at a 
higher level of learning to gain knowledge, skills, and experience before 
being able to join a family business. 

That said, non-family members who are appointed to a board position 
also need to have the right qualification. Nowadays, business is complicated 
because of technological changes which influence business operations. 
Without better knowledge and skills, the possibility for the firm to dominate 
market segmentation is less and this impacts firm performance. The firm may 
hand it over to a family member and ensure the business is sustainable so 
knowledge, skills, and experience should be considered as important factors. 

However, there was no significant relationship between gender 
diversity, age diversity and ethnic diversity, and a family firm. These 
findings suggest that family firms may not emphasize age, gender, and ethnic 
diversity on the board. It can thus be interpreted regarding the relationship 
between gender diversity and a family firm, that a family firm prefers to 
appoint a board member among the family members, either male or female. 
As a result, diversity is less applied in a family firm. The non-presence of 
age diversity may indicate that a family firm prefers experienced family 
members to have power and control the business. So age diversity is not 
a priority, except for family members. The family firm is also interested 
in appointing board members of similar ethnicity due to of similar values, 
beliefs, and culture.
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Table 8: Determination of Family Firm by Board Diversity
FAM_FIRMS

GENDER DIVERSITY 0.256
1.137

AGE DIVERSITY 0.677
-0.417

ETHNICITY DIVERSITY 0.800
-0.254

EDUCATION DIVERSITY 0.008
2.643**

CONSTANT 0.000
6.984**

Adjusted R² 0.007
F-statistic 2.154**

Cross-sections 337
Total Observation 674

Notes: Gender diversity takes a value of 1 for male and zero for female, Age diversity takes a value of 1 old over 60 years 
and zero for young below 60 years, Ethnicity diversity takes the value of 1 for Malays, the value of 2 for Chinese, value of 
3 for India and value of 4 for foreign, Education diversity takes a value of 1 for degree and above and zero for diploma and 
below, FAM_FIRMS takes the value of 1 for family firms and zero otherwise. 

CONCLUSION 

Shareholders and the board of directors should have similar objectives 
to mitigate agency problems. This is because the board of directors is 
required to work hard to achieve better performance, which is reflected in 
shareholder’s wealth. A company that is able to pay better dividends towards 
shareholders is linked to better performance. This shows that the role that a 
board of directors plays in terms of planning, strategies, and capturing the 
market is very important. Board diversity is very important to understand 
the complexities of the market to enhance performance. Board diversity 
in this study was related to gender, age, education, and ethnicity. Gender 
diversity referred to a male and female director. The composition of the 
board whether young or old director showed that age diversity applies. 
Furthermore, qualification of a director such as a diploma and a degree 
and above shows education diversity. Finally, ethnic diversity consisted of 
Malays, Chinese, Indians and foreign directors. 
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Furthermore, the findings indicated a mixed results in relation to 
gender diversity of board members. The majority of companies appointed 
more male directors rather than female directors. The Asian culture believes 
that the male is a family leader and has similar responsibilities as in a 
company scenario. Along with that, the male is also seen as being able to 
work long hours and outstation the family is being handled by their wives. 
However, a female is appointed because of different points of view according 
to their background and experience, which is beneficial for a company. 
Understanding the customers’ needs both genders’ opinions and experiences 
to be able to make effective planning and strategies. Along with this, the 
customers also have different ages, which is very important to capture the 
market. Therefore, companies prefer to have age diversity, young and old, 
as members of their board of directors.

Competition in the open market requires companies to hire a 
knowledgeable director. Therefore, most companies prefer to have a 
director with better qualifications such as a degree and above. Without 
better knowledge, it`s very tough for a company to win the market. Findings 
also showed that ethnic diversity, as applied in this study, was due to 
government policies were Bumiputeras have to sit on the board of directors. 
This influences the majority of companies owned by the Chinese where 
Malays are becoming board members. Furthermore, where companies are 
not applying ethnicity diversity most of their board of directors are Chinese. 
Foreigners and Indians are lesser as members of the board of directors 
because they are a minority. 

The limitation of this study is that the data is only from 2015 and 
2016, which generalizes the results to that period. Further research should 
look at the relationship between board diversity in a family firm, which is 
unique when board members are family members. 
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