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orrectly applied corporate governance ethics in the organization may 
ri e the profitability and returns, improve its effectiveness, credibility 
and improve relations with key stakeholders such as investors, business 
partners, employees, customers, etc. 

Todorovic (2013) Kumar and Nihalani (2014) investigated the effect of 
corporate governance on the performance of Indian Banks and found 
that board of the directors has play important role in firm performance 
but the board meetings negatively impact on the financial performance. 

Latif et al. (2013) found that board size and CEO duality had significant 
impact on firm performance while board composition had insignificant 
impact on performance. Todorovic (2013) found that if the company 
tightly follows principles of corporate governance then it results in higher 
net profit margin and earnings per share. Outside directors and managerial 
ownership are negatively related to the return on assets and earning per 
share. 

VO and Phan (2013) examined fundamentals of corporate governance 
such as CEO duality, presence of female board members, the working 
experience of the board members and compensation of board members 
and found that all the elements had positive impact on the firm 
performance but board size had negative impact on the firm performance. 

Sheikh et al. (2013) studied the impact of internal attributes of corporate 
governance on firm performance. The research study found that board 
size, CEO complement, and ownership concentration were confidently 
related to the firm performance but Nyamonogo and Temesgen (2013) 
analyzed the impact of corporate governance on firm performance and 
found that board size negatively impacts firm performance while indep­ 
endent board directors tend to enhance the firm performance. 

Danoshana and Ravivarhani (2013) found that board size and audit 
committee size exert positive influence on the firm performance while 
board meeting frequency has negative impact on the firm performance. 

Mathur and Gill (2011) investigated impact of board size, CEO duality 
and corporate liquidity on the profitability. The study create CEO 

2. LITERATURE REVIEW 

, und ma ro conomi policies are, if entities are not well governed, the 
ma -r - onomi purposes may not be reached. Thus, corporate 
c- v rnan e 1 ignificanr for all types of business bodies. 

Fm,.rgi11g T,·rnds in International Business and Commerce 
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8 Board ~,u 
. 'l l) , 'on-ex.ccutive directors in the board 
DR D1ra:wo remuneration 
B 1 Board meetings 
AC i Audu cornmiu ee members 
P r Profitability 

Table 1: Theoretical Model 

Corporate Governance 

NED 
DR 
BM 
ACM 

. 1 F .. E R H OilJE TIVEAND HYPOTHESIS 
I h main objective of this tudy is to examine the impact of corporate 
\l\ c rnan on the profitability on the India textile industries. Further 

vrudv lso attempt to describe the corporate governance and relationship 
of orpnrat governance with the profitability. 

For ·hi ving the research objective, following hypothesis has been testing. 
H 1: Th r i significantly positive association between board size and 

pr fitabiliry. 
H2: Th re i significantly positive association between audit committee 

member and profitability. 
H3: There is significantly positive association between director's rem­ 

uneration and profitability. 
H-.i: There is significantly positive association between board meetings 

and profitability. 
H c;: There is significantly positive association between non-executive 

directors and profitability. 

Th rerical Model to achieve research objective, a theoretical model 
(in pired from Achchhuthan and Kajananthan, 2013) has been constructed 
whi h highlights the various corporate governance variables impacting 
profitability. 

, I , :111 I I luc t.uurc in variou national and international journal a 
,all numl r nf \tuJy ic; found that focu ed over corporate governance 

, "'I n nt lake audit committee member , non-executive directors and 
,.1,im (1111~ . 

... , I "'""f'".( 1,r ,t/1 m lntrrnattonal H"'mr,.c m1d ~r1mmr,_, '------ 



·1 able 2 shows that the total observations are 195. Size is 8.8 and the 
average of the nine. Table 2 shows that total observations are 195. Presence 
,J( more than three members is essential to build a qualified and 
independent audit committee (Khan & Jain, 2011). Present study found 
ihar the presence of at least three members in audit committee in 
(.{Jmpanies under sample. Whereas the board of directors meets at lease 
f,,ur times in the year while the mean of the board directors meet more 
tl1A11 five times. The part of non-executive directors in the board should be 
,1 least 50 percent (Khan & Jain, 2011). According to this sample ch 
•V<:rage of board size is 8.8 and the average of the non-executive director 
J~ 5. 528, it means non-executive directors in board is more than 

Table 2: Descriptive Statistics of the Study 
PAT BS ACM DR I NED I BM 

Mean 215.787 8.8 3.641 3.974 5.528 I 5.656 
Medium 48.78 9 3 2.32. 5 5 
Maximum 3880.4 14 6 25.225 11 I 24 
Minimum -1637.61 5 3 0.015 1 4 
\rd. Dev. 690. 146 2.306 0.789 4.675 2.150 2.951 
Ob1,c:rvaLions 195 195 195 195 195 195 

RE. E R "I I M r.n IODOLOGY 
, arc number of variables which are used to analyze the impact of 

f'i\l~I<' governance on profitability. Table I describes the different 
, :11JL·nt and independent variables, used to analyze impact of corporate 
rrnJn1..c over profitability, and their measurement. Independent 

.1Jhk"\ arc: the BS, NED, DR, BM and ACM which are measure the 
rporatc governance. Dependent variable is the PAT which is measure 

,c profitability. 

\lmplc selection, data collection and analysis Kothari (2004) stated that 
rnp1rical study cakes place when some variables affect another variable 
,nc way or another. J n this study, efforts have been made co explain the 
mpact of corporate governance on the profitability of textiles firms in 
ndia. Therefore, ch is study is empirical in nature. Secondary data has been 

used for the research purpose. Data has been collected &om annual 
reports of the textiles industries. Five Textile companies which are listed 
in both Bombay Srock Exchange and National Stock Exchange have been 
5eJccted as sample size. The data has been collected from annual repon of 
nvc ycars ranging from 2012-2013 to 2016-2017. 

A" f"'J''"' r1 ( "'i'fJrttlr r rot rrn.tn, r rm tltr 1,mh1t1b1/1r, 1.9- 
~ -------- 

/ 



Since the data is or panel in nature consisting of both time series and cross 
sectional data, so that the ordinary least square panel regression is used for 
the purpose or analysis. The following regression equation is estimation: 

6. LS RE RJ1,SSION MODEL 

Table 3 displays the correlation matrix between the dependent and 
independent variables. Accordingly, the Table 3 shows that board size plays 
important role in the profitability because the board size positively 
associated with the profitability (at 5°/o significance) its means chat if the 
increasing the numbers of directors then increasing the profitability. 
J )irecton, remuneration is also positively associated with the Profitability 
(at I o/o significance). Means that directors remunerations is also playing an 
important role in the profitability. If increasing the director's remuneration 
then :111,0 enhanced the profitability. Director's remuneration is also 
po itive associated with the board size. Means that if the increasing the 
numbers of directors in the board than the increasing the directors 
remuneration. Jf board size increasing than the audit committee members 
i, also increasing because board size and audit committee members is 
positive associated but the board size has negative associated with the board 
meetings. Audit committee members and non-executive directors do not 
pl y any role for enhanced the profitability because the profitability is 
negative associated with the board meetings and audit committee 
members. 

Notr: •, ... and .... show that the levels of significance 1 %, 5% and 10% respectively. 

!'A J' HS ACM DR NED BM 
I 
0.1 R2° 1 - 

-0.081 0.317 1 - . 
0.511 0.520 0.247"' I 

) 0.002 0.582 0.282* 0.116 1 
0.057 -0.189 0.122** 0.186* 0.142** I 

PAT 
I\"' 
ACM 
na 
N 1-.1 
HM 

Table 3: ~orrclation Matrix for AJI Variables 

O prit < 111 I hr Jvrragc of director's remuneration (DR) is ? 3.97crore 
.rnd d11 l uu \ remuneration ic; t 25.225 crore to maximum extent. The 
m1111m11m of the director's remuneration is the f 1.4 5 lakh. The 
111.1x111,11m p1nfit ;,, 3880.4 crore and minimum amount of profit shows 
nc- .11 ivc icprcvcnrin]; loss amounts to f 1637.61 crore. 

tJH I mrrf"'f I rrndi tn lntrrnarional /JusineJJ and Commrrce 
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1 ahl 4 rC'pr nu the result of ordinary least square model. The adjusted 
R] 0 2'J i for the model implies that more than 29 percent of the variance 
rn profitahility can be explained by the variances of independent 
•111 hi A. J t i ob erved that the model is good fit because the Prob 
pn,hahility) (r-~tatistic) is less than 0.05. The study found that director's 

r un rauon {l)R) has significant positive impact on the profitability of 
comparuc . J n the light of above result, it implies remuneration of 

,r tor po it ive impact on the profitability at 0.610139 that is why 
'J'(tthc ,,. 0 J 3) i accepted But Abdullah (2006) revealed that directors 

rrmun rauon were not positive associated with profitability. Whereas 
udu committee members (ACM) has significantly negative impact on 
K p,ofitability so that the hypothesis (H2) is not accepted. Board size 

, in ignificant negative impact the profitability so that hypothesis 
HJ J ' , or a, cepted but Danoshana and Ravivathani (2013) found that 
I( d II and audit committee size exert positive influence on the firm 

rlo1mm<.. . Non-executive directors and board meetings positively 
1h profitability but there is no significant relationship with 

,luy , that hypothesis (H4) and hypothesis (H5) is not accepted. 

f'ruh ff \ta,,~, 1<.) 

~Jiu red J< \quArn 

f lllfl II< 

( or/fl( 1011 'vtandardized T-Statistics ._ -- 
(,(,7. ~'}() 2.560072 

27.kH -0.092986 -1.032104 - 
lk(d07 -0.213689 -3.292531 

0.')00 0.610139 8.170755 
- 

15.')62 0.049723 0.635205 
4.842 0.020709 0.333666 - 

195 _,_ 
j 0.292827 

17.06637 
0 

J f ) 

RM 

I M < >rd11, uy f" ..,i;, \1111,m· f<rgrcc,c;jon Result 

r ,, "ct , f' I f \,,, • r' / !\ t 1,, , f \ \I , H 11 • I Vi ' I I > 11 • r Vi BM 11 • p ,r 

ft,, 1 fl J If <111111 l 'fll-4111•11 r•J\ f 11 I( J'fl c;cnf', rJir profit,1hil1ty of 
• ff', t t I f'ht t '' " "' 111 r J ,, " • J r ) II ,HI" HM II r (' r r (' c nr <, (.(, r po r ,H c 

m nit a,, hf, ,,f f,,,fl, ,., r11rn r "" .111d Jiii q,111J for rite intercept 
! '' rt ttrn,, f"f<IIVtly Pl ,,, rr) ,lff rhc <.lopr of the cocmcients 
" mf'1 f ' ,t., d, J, nd, ,,, ,HHl 111dqwndrnt van.rhlcs. 

l'J') ,t,, '"'/'"'' 1,j f "'/"''l'lfr 1,,.,,,,.,,,,11, ,,~ ,I,,. /'u,j,111/,,/,'J 
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11, • dirrrtor·'., rr1111111r1:11io11 play., irnpc,rt:1111 rol · in t h · pr<>fi1c1hiliry. The 
corrcl.u iou 111:11 rix :dso .,how1, rluu dirce,·1<,r1N rcmun ·rnt ion ha1, 11ignificc1n1 
positive :1ssori,,1ion with tli · prolirahility. 
MO re· :111d j I l'01111l1 j II cc 111 ·111 hers :11' 11irn j n<.:al ,I y 11 ·gn I j vc to l he; 
prnli1~1hilit)' ordiflcrc·n1 textile fil'l118. l,arg hon rd Hiz' ny not be in favor 
o( Indian lcx1iln1 lirni.ii hccnusc they lo 101 in rcasc the J rofirahili y. 
Bo~1rd 1nrrting1, also have a po.iii Liv· impn ~, on rh · profitability bu result 
is not suu isr icnlly .,ignifi ·:1111. It is ohscrv ·d iluu i th · In li:111 f rrns apply 
the good -orpora1 · µovrrrrnn ·1: prin ·iplts I I ·n 1n ad,i ·v · cm, the firm 
objectives and also rhl' Indian frrms r:1i.liinv nil ov ·r the world. 

7. Slll\11\~/\l{Y /\NI> 'ONCLlJSl<>N 

~ I ( I' I , \' t I 1111 d t ) I 111 ti ti II (,> () I I ) I t , 111 I ti ii I it I ii I(' 111 ' " I Y. r ( " I I v I d II I I I ( ', • v / I tr· 
nq,11ll\1t·h• ''"'-tll lllll'd w11l1 ill(' 11·111111 "'' rq1111y f/11111;11 ,,r,d I l,lwb,11 

( 10 I I) 111111111 tl1.11 hP111d 111tTti1111, 11r·1•,.111vr "" rlir f111.111t 1.il 1wd,,,,,w,Ju·, 

\t)() / 111rl1'lllt' / 1111,/1 Ill l ntr! l/1/l/1111,,/ /f111/11f't1 11111/ I n ut mrrt I' 
~ I. 
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