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Abstract 

This paper examines the moderating effects of Chief Executive 

Officer (CEO) leadership and board monitoring on the relationship 

between board activities and firm performance. Results based on a 

sample collected from publicly-listed companies in the Colombo 

Stock Exchange in Sri Lanka show that frequency of board meetings 

exerts a positive effect on firm performance. Consistent with the 

proposition of agency theory, CEO's excessive leadership power 

shows a negative moderating effect, however, out of our prediction, 

CEO duality reveals a positive moderating effect, supporting the 

stewardship perspective. Moreover, board ownership plays a 

positive moderating role. The study contributes to corporate 

governance literature by examining CEO leadership and board 

monitoring as critical moderating factors and thus explicate the 

inconclusive relationship between board activities and firm 

performance. In doing so, our study enhances the understanding of 

managerial contexts where the power dynamics between the CEO 
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and board of directors in the Asian countries would be largely 

different from those in Western countries. 
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Table 1: Descriptive Information for the Study Sample 

Industry Segments 

  Firms  
Market

 

 

Turnover to 

 

Avg; Board 

Total Sample Capitalization 
Avg; Market 

Capitalization 

Meetings 

Frequency 

Trading 9 8 1.0 22.27 7.67 

Hotels and Travels 32 28 7.4 12.59 5.89 

Plantations 18 18 2.3 20.79 5.61 

Services 6 5 0.3 3.86 6.40 

Banking and Finance 33 31 16.8 9.00 10.84 

Diversified holdings 13 12 15.7 10.87 6.67 

Beverage Food & Tobacco 18 17 12.4 8.25 5.06 

Chemicals & Pharmaceuticals 9 9 1.1 34.41 4.67 

Constructions & Engineering 3 3 0.8 15.06 5.0 

Footwear and Textiles 3 2 0.5 10.40 6.33 
Health care 6 6 2.7 3.23 10.33 
Information Technology 1  0.1 56.91 7.0 
Investment Trusts 7 6 0.8 11.46 4.83 

 

      

Land and Property 20 18 2.1 15.12 6.0 

Manufacturing 32 28 6.9 17.79 6.79 

Motors 6 6 2.7 85.66 7.17 

Oil Palms 5 5 2.5 3.40 4.0 

Power and Energy 3 3 2.3 15.87 6.0 
Stores Suppliers 5 5 0.5 7.75 5.80 

Telecommunication 2 2 21.4 28.81 11.50 

Total/Average 231 212 5% 19.68% 6.83times 
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Figure 1 : Two-way Interaction between Frequency of Board 
Meetings and CEO Duality (EPS) 



 

 

Table 2: Results of Regression Analysis
a
 

Variables 
Earning Per Share Return on Equity 

M- 1a M-2a M-3a M-4a M-1b M-2b M-3b M-4b 

 Firm age (log) .032 .033 .006 .001 -.046 -.047 -.048 -.050 

Firm size (log) -.010 -.044 .045 .051 .209** .176** .121† .110 

Past firm performance(log) .495*** .477*** .498*** .460*** .160** .169** .178** .174** 
tr

o
l 

Current ratio .038 .056 .019 .029 .087 .101† .102† .091† 

C
o

n
 

Debt ratio -.308*** -.349*** -.320*** -.308*** -.662*** -.698*** -.692*** -.698*** 

 Board subcommittees .075 .067 .091 .108 .241*** .230*** .205** .212*** 

 Board Remuneration(log) -.073 -.072 -.057 -.065 -.108† -.106† -.129* -.133* 

 Management Team .165* .134* .159* .213*** .237*** .210*** .205*** .247*** 

en
t 

CEO Promoter .010 .016 -.082 -.085 -.059 -.052 .076 .077 

en
d
 

Industry Service -.059 -.003 -.009 .023 -.048 -.003 .028 .043 

d
ep

 

Industry Manufacturing .026 .053 .031 .015 -.111† -.087 -.052 -.066 

In
 

Freq: of Board Meetings (H1)  .193** .198** .276***  .163** .138* .124† 

 CEO Duality   .189* .211*   -.168† -.176* 

 CEO Tenure   -.047 -.045   -.004 -.014 

in
g
 

CEO Busyness   -.037 -.051   .101† .078 

er
at

 

Board Independence   .134† .145†   .083 .082 

o
d
 

Board Ownership   .178** .181**   -.048 -.039 

M
 

Board Size   -.324*** -.336***   .044 .040 

 Freq: of BM x Duality (H2a & H2b)    .189**    .029 

n
s Freq: of BM x CEO Tenure (H3)    -.024    -.067 

ac
ti

o
 

Freq: of BM x CEO Busyness (H4)    -.125†    -.141* 

te
r Freq: of BM x Independence (H5)    .058    .046 

In
 

Freq: of BM x Ownership(H6)    .128†    .131* 

 Freq: of BM x Board Size(H7)    .018    .053 

R2  34.2 36.8 44.0 47.9 46.9 48.8 51.3 54.0 

Model F 9.15*** 9.35*** 8.17*** 6.95***   15.57*** 15.30*** 10.95*** 8.85*** 

a n= 212. Standardized coefficients are reported. 

† p ≤ .10, * p ≤ .05, ** p ≤ .01, *** p ≤ .001 (Freq: of BM= Frequency of Board Meetings) 
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Figure 2 : Two-Way Interaction between Frequency of Board 
Meetings and CEO Busyness( EPS) 

 

Figure 3 : Two-Way Interaction between Freq: of Board 
Meetingsand CEO Busyness(ROE) 
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Figure 4 : Two-Way Interaction between FreqofBoard Meetings 
and Share Ownership (EPS) 

 
 

Figure 5 : Two-Way Interaction between Freq: of Board Meetings 
and Board Share Ownership (ROE) 
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Figure 6 : Two-Way Interaction between Freq: of Board Meetings 
and Board Share Ownership (ROE) 
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