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Abstract

Purpose — This study examines the influence of chief executive officer (CEO) attributes on bank performance
and explores whether CEO compensation moderates this relationship in the listed banking companies within an
emerging economy.

Design/methodology/approach — This study focuses on the 35 banking companies listed on the Dhaka Stock
Exchange, the leading stock exchange in Bangladesh. Data were gathered from multiple sources over a 10-year
period (2013-2022), resulting in a total of 320 firm-year observations, as data for five newly listed banks were
unavailable for the entire study period. To analyze the direct and moderating effects and test the proposed
hypotheses, AMOS 23 was employed for data analysis.

Findings — The study reveals a significant positive effect of CEO education and experience on return on assets
(ROA) and a significant negative impact of CEO education on the TOBINQ ratio. However, the nature and
strength of these relationships shift when CEO compensation interacts with the CEO attribute variables.
Originality/value — This study empirically examines how CEO attributes influence performance in publicly
traded banking companies in an emerging economy. Additionally, the study explores the moderating role of
CEO compensation in this relationship. While CEO compensation has been widely studied in developed
markets, its influence as a moderating factor in emerging economies remains largely unexplored.
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Paper type Research article

1. Introduction

The impact of top management team (TMT) attributes, particularly those of the chief executive
officer (CEO), on firm performance has been a topic of much debate over recent decades (e.g.
Quigley and Hambrick, 2015; Quigley and Graffin, 2017; Liu et al., 2018; Kaur and Singh,
2019; Liu and Jiang, 2020; Ali et al., 2022; Nguyen et al., 2023; Rahman and Chen, 2023;
Hazzaa et al., 2024). Empirical studies consistently advocate that the CEO’s role is central to
driving firm performance, with its impact appearing to rise over time (Quigley and Hambrick,
2015; Quigley and Graffin, 2017). Under the lens of the uppers echelons theory (UET)
(Hambrick and Mason, 1984), researchers have examined various CEO characteristics, such
as age, tenure, experience and education and their potential to shape strategic choices that
affect organizational outcomes (Hambrick and Mason, 1984; Hambrick, 2007; Zhu and Chen,
2015; Wang et al., 2016). Parallelly, the literature has also investigated other leadership-related
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topics, including CEO compensation (Doucouliagos et al., 2007; Croci et al., 2012; Conyon
and He, 2012; Aslan and Grinstein, 2012; Shabbir et al., 2024), narcissism (Salehi et al.,
2021a, b) and risk-taking behaviors (Kubick et al., 2024).

Despite the growing body of research, studies exploring the relationship between CEO
characteristics and firm performance remain fragmented and inconclusive (Liu et al., 2018).
While various factors such as CEO power (Kalia, 2024), CEO demographic characteristics
(Farag and Mallin, 2018), CEO’s educational background, economic policy uncertainty and
investment-cash flow sensitivity (Gupta, 2021), managerial ability and investment decisions
(Naheed et al., 2021) and CEO overconfidence and corporate investment (Malmendier and
Tate, 2005) have been explored, there is limited consensus regarding the direct effect of CEO
characteristics on organizational performance. Additionally, much of the existing literature
lacks focus on the moderating role of CEO compensation in shaping this relationship,
especially within the context of emerging economies where governance structures, regulatory
enforcement, and disclosure practices significantly differ from those in developed economies.
In Bangladesh, for instance, CEO compensation data are typically absent from the public
disclosures of listed companies, except within the financial sector. This limited transparency,
combined with reports of disproportionate compensation across banks, sometimes in violation
of central bank guidelines (The daily new nation, 2016), raises important questions about how
CEO characteristics relate to compensation and performance and whether compensation plays
a mediating or moderating role in such dynamics.

Against this backdrop, the present study seeks to investigate the impact of CEO attributes,
namely age, tenure, education and experience, on the performance of listed banking
companies in Bangladesh. More importantly, this study aims to explore whether CEO
compensation moderates the relationship between these attributes and bank performance. This
dual focus allows for a deeper understanding of top executive influence within a critical sector
of an emerging economy. The study is theoretically grounded in the upper echelons theory
(UET), which emphasizes the role of executives’ personal characteristics in shaping
organizational outcomes.

To achieve these objectives, the study employs a quantitative research design using data
collected from 35 listed banking companies in Bangladesh for the period starting from 2013 to
2022. The analysis is conducted using Structural Equation Modeling (SEM) via AMOS 23, a
robust technique that allows for the examination of complex relationships, including
moderating effects. The output of descriptive statistics showed a mean value of 13.72 m
Bangladeshi Taka (BDT) as yearly CEO compensation, a mean CEO age 58.99 years, mean
tenure 3.41 years and a mean CEO education of 2.03 (indicating a master’s degree), alongside
bank performance indicators such as ROA (mean value 0.72%) and Tobin’s Q ratio (mean
value 0.9821) in the Bangladeshi banking companies.

The regression results reveal a significant positive impact of CEO education and
experience on ROA, signifying that more educated and experienced CEOs tend to enhance
firm profitability. However, CEO education was found to have a negative effect on Tobin’s Q,
indicating potential differences in market valuation. More importantly, when CEO
compensation is introduced as a moderating variable, the previously significant effects of
CEO education and experience on ROA diminish, highlighting the complex interplay between
intrinsic executive qualities and extrinsic reward mechanisms.

This study contributes to the literature in several important ways. First, it provides
empirical evidence from an under-researched emerging market context, addressing the
scarcity of research on executive attributes and performance dynamics in emerging market like
Bangladesh. Second, by integrating the moderating role of CEO compensation, it enriches our
understanding of the nuanced relationship between CEOQ attributes and organizational
outcomes. Lastly, the study offers practical insights for policymakers and board members in
aligning executive compensation with performance in a manner that promotes transparency
and equity in the financial sector.
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The remainder of this paper is organized as follows: Section 2 presents the research context,
followed by section 3 that provides the literature review and hypothesis development. Section
4 presents the research methods, while section 5 presents the results of the study. Section 6
offers a discussion on the empirical results, followed by section 7 that provides the conclusion
and implications, including the limitations of the study and avenues for further research.

2. Research context

The Bangladesh Securities and Exchange Commission (BSEC) and the central bank
(Bangladesh Bank-BB) play the leading role in establishing and maintaining good governance
in the financial industry. While the Corporate Governance (CG) Codes issued by BSEC are
applicable to all publicly traded/listed companies, the banking companies must place utmost
priority on the provisions of BB rules in case of any contradictions between the two. With
respect to the appointment of CEO, the Prudential Regulations (PR) issued by BB since 1996
state the required provision which spell out that it is the responsibility of the bank’s board to
appoint an honest, competent, experienced and appropriate CEO (Bangladesh Bank, 2014),
provided that such appointment shall be approved by the BB (Bangladesh Bank, 2014).
Regarding moral integrity, the board must make sure that the (proposed) CEO has not been
convicted by any criminal court of law, has not been punished for violating any rules,
regulations or procedure/norms set by any controlling authority, and was not associated with
any such company, registration or license of which has been canceled (Bangladesh Bank,
2014). Moreover, he/she must not be a loan defaulter, tax defaulter and has never been
adjudicated an insolvent. Additionally, he/she (CEO) must have experience in banking
profession for at least 15 years as an active officer and at least two year experience in a position
immediate below the CEO of a bank (Bangladesh Bank, 2014). He/she must have a master’s
degree from any recognized university and was not dismissed from service when he was
chairman/director/official of any company. More importantly, the proposed CEO must not be
the director of any bank or financial institution and must not have business interest in the bank
concerned. Regarding age, the PR states that no person crossing the age of 65 years shall hold
the position of CEO of a bank (Bangladesh Bank, 2014). The tenure of the CEO shall be for at
least three years, which is renewable (Bangladesh Bank, 2014). The PR also outlines the
provisions of fixing up CEO compensation and its components, which shall be the
responsibility of the bank board. Further, the PR states that CEO shall not be entitled to enjoy
any direct or indirect facilities in the forms of dividend, club expense, commission, etc. other
than the incentive bonus, which shall not exceed Bangladeshi Taka one million per annum
(Bangladesh Bank, 2014). In addition to these regulations, the CEO of a bank shall ensure
compliance with the Banking Companies Act, 1991, in discharging routine functions of
the bank.

3. Literature review, theoretical framework and hypotheses development
The seminal paper presented by Hambrick and Mason (1984) that introduces upper echelons
theory (UET) opens avenues for the academic researchers searching for the connection
between top executives’ attributes and organizational performance. UET attempts to provide
an explanation concerning the choices made and actions initiated by the executives in the
upper echelons in dealing with the strategic situations encountered. This theory holds that the
choice of actions is largely shaped by the executives’ attributes, such as their experience,
education, personal values and the like (Hambrick and Mason, 1984). Further, these strategic
choices considerably influence the organizational performance (Hambrick and Mason, 1984).
To sum up, UET believes that organizational performance is, to a considerable extent, a
depiction of its top executives’ characteristics (Hambrick and Mason, 1984).

Using UET, the impact of several CEO attributes, such as CEO age, CEO experience, CEO
tenure and CEO education (see, inter alia, Jalbert et al., 2002; Bhagat et al., 2010; Liu et al.,
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2018; Liu and Jiang, 2020; Huang et al., 2023; Rahman and Chen, 2023), on organizational
performance attracted many academics and practitioners in this field of study.

Salehi and Hassanzadeh (2024) found a substantial correlation between board potential and
investment efficiency. The inclusion of board members possessing specific attributes
conducive to enhancing the board’s dynamism and potential is likely to elevate the likelihood
of investment in projects with a favorable NPV. On the other hand, Burkert et al. (2024) found
a negative impact of chief executive officer (CEO)’s compensation on firm performance.
However, they rejected the proposal to incorporate additional metrics into executive
compensation contracts as a means of addressing agency problems faced by firms. However,
the results of these studies depicted an inconclusive and context-specific impact of CEO
attributes on organizational performance.

3.1 CEO age and firm performance

The impact that a CEO’s age may have on a company’s performance has constantly drawn the
interest of scholars. However, the findings of extant studies reveal conflicting results on how
CEO age affects performance. For example, Liu and Jiang (2020) suggested no association
between CEO age and organizational performance. In contrast, Bertrand and Schoar (2003),
Zhang (2010), Serfling (2014), Wu (2021) and Suherman et al. (2023) reported a negative
impact, while Peni (2014), Ali et al. (2022), Suherman et al. (2023) and Rahman and Chen
(2023) reported a favorable or positive impact of CEO age on organizational performance.

Regarding the negative impact, Serfling (2014) argued that older CEOs tend to take fewer
risks, which might mean they miss out on a project’s long-term rewards. This view is supported
by Bertrand and Schoar (2003) and Farag and Mallin (2018), which argue that older CEOs tend
to be more risk-averse due to their conservative views and less ability to adjust to changes in
the business environment. This might have a detrimental impact on the success of the
company. Zhang (2010) reported result in favor of this view and showed a negative association
between a CEO’s age and the performance of US industrial enterprises. They further hold that
as the CEO ages, the firm’s market value and growth rate decline. The study of Wu (2021) also
found a negative impact of CEO age on firm performance in Chinese firms. Suherman et al.
(2023) also noted a negative association between CEO age and Tobin’s Q, a measure of
market-based performance. In the context of India, Gupta et al. (2018) found a negative
association between CEO age and the firm’s investment strategy, suggesting that younger
CEOs make more investments than older CEOs. Younger CEOs invest aggressively and take
bolder investment decisions.

In the opposite view, seasoned CEOs are expected to be more cautious than younger and
less seasoned executives. As a competitive advantage, older CEOs are seen to have greater
experience and broader professional ties, and they are more likely to do well than younger
CEOs because of these advantages (Peni, 2014; Suherman et al., 2023). In favor of this view,
Ali et al. (2022) reported a significant positive association between CEO age and firm
performance of the nonfinancial listed firms operating in Pakistan. Rahman and Chen (2023)
also supported this result for the privately listed firms in China. Gupta (2022a, b) found a
positive impact of CEO age and investment-cash flow sensitivity in Indian firms. Apart from
these two extremes, Jaggia and Thosar (2021) suggested a combined result and suggested that
younger and older CEOs consistently outperform middle-aged CEOs in every way.

Based on the mixed outcomes, the first hypothesis does not assume a directional
relationship but a significant impact. Accordingly, the first hypothesis states that,

HI. There is a significant relationship between CEO age and firm performance.

3.2 CEO tenure and firm performance
CEO tenure, which is defined as the length of time the CEO has been in office, is a crucial
factor that can have an effect on performance and has attracted many academics and
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management experts. However, empirical evidence reveals mixed results under various
contexts and, more surprisingly, conflicting results in the same context. Since CEOs are more
confident in the veracity of their former vision, theorists propose that CEO longevity is
correlated with tenacity and dedication to established policies (Hambrick and Fukutomi,
1991). With every year of service, an executive’s power grows. Additionally, he or she has the
ability to assemble a group of executives with similar backgrounds and points of view
(Westphal and Zajac, 1995). Their ability to reject requests for change is improved because it
gives them more autonomy and control over their actions, enabling them to reject projects that
go against traditional thinking (Miller, 1991). Ghardallou et al. (2020) documented results in
support of this view that with the number of years after the CEO appointment increasing, the
financial performance of the firm improves. According to a Canadian study (Hartnell et al.,
2016; Suherman et al., 2023), company performance improves with a longer CEO term, as
they have the authority and confidence to make financial choices. Saleh et al. (2020) also
documented a significant positive impact of CEO tenure on firm performance for the
nonfinancial firms listed on the Palestine Security Exchange. Ali et al. (2022) also reported a
favorable impact of CEO tenure for the nonfinancial listed firms operating in Pakistan.
Rahman and Chen (2023) supported this favorable impact for the privately listed firms in
China. Evidence from US corporations also indicates that an increase in CEO tenure leads to an
improvement in firm performance due to the increased knowledge and abilities of the CEO
(Wu et al., 2005).

On the opposite side of the coin, different results were reported by several other studies in
the same contexts. For instance, for the publicly traded US companies, Matta and Beamish
(2008) argued that aged CEOs get more reticent to take chances, become more cautious and
less willing to undertake novel projects and endeavors that could compromise the company’s
performance. As their tenure increases, they are worried about leaving a legacy. Longer-
serving CEOs may be less inclined to launch new strategic initiatives since they have more
opportunity to personally select their staff members, may enjoy greater autonomy and may feel
less pressure (Miller (1991). This is also supported by Liu and Jiang (2020) which reported a
significant negative impact of CEO tenure for high-valuation listed firms in China. Farag and
Mallin (2018) and Gupta et al. (2018) also supported the idea that long-tenured CEOs are less
likely to consider risky decisions, as they are internally focused and much less receptive to new
business ideas compared with short-tenured CEOs.

Therefore, it may be interesting to see the impact of CEO tenure in the context of an
emerging economy like Bangladesh, which is characterized by a weak institutional and legal
framework and market efficiency (Khan, 2003; Rashid, 2009, 2018, 2020; Muttakin et al.,
2015). However, identical to the first hypothesis, the second hypothesis does not assume a
directional relationship but a significant impact. Accordingly, the second hypothesis
states that,

H2. There is a significant relation between CEO tenure and firm performance.

3.3 CEO education and firm performance
Education is important in a number of ways, including network creation, signaling and the
development of skills and character. Even if these impacts are hard to separate, it is very likely
that they have an impact on a person’s capacity to carry out challenging tasks like managing a
business. Because banks are financial organizations, the formal banking and financial
education of their CEOs is essential for handling day-to-day operations and developing
strategic plans. The CEO ought to have a degree that corresponds with the effectiveness of the
business (Rajagopalan and Dutta, 1996).

Previous studies on the effect of a CEO’s formal education on performance have produced
mixed results. For instance, Saidu (2019) noted a significant positive impact of CEO education
on profitability using the same context. Jalbert et al. (2002) also reported a significant impact
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of the type of degree and the institution that it offers on the ROA and Tobin’s Q ratio of the
large US firms. Surprisingly, Bhagat et al. (2010) noted that CEO education influences short-
term but not long-term performance. In contrast, Ying and Mei (2014) reported a significant
inverse association between CEO education and performance for family-owned firms in Hong
Kong. Nguyen and Fan (2022) examined a somewhat different dimension of CEO education
and explored whether there is a difference in the performance level of CEOs who graduated
from Japanese corporate universities and traditional universities. Interestingly, they reported
that the productivity or performance level of CEOs graduated from corporate universities is
considerably lower than the CEOs graduated from traditional universities. Their findings
suggested a new insight regarding the impact of integrating corporate needs into traditional
higher education. Urquhart and Zhang (2022) studied publicly listed FTSE 350 firms and
explored whether CEOs holding Ph.D. degree perform better than non-Ph.D. CEOs. Their
findings revealed interesting results and suggested that CEOs holding Ph.D. outperforms their
peers, and such performance emerge from a greater control over costs and better cash flow
management. Ali et al. (2022) studied the nexus between CEQ attributes and firm performance
of the nonfinancial listed firms operating in Pakistan and reported that the financial education
of the CEO has a positive impact on firm performance. Similarly, Gupta et al. (2018, 2021)
found a positive association between a CEO’s financial education and corporate investment
decisions, suggesting that CEOs with financial education are able to analyze the market
condition efficiently, which helps to raise the external funds in a cost-effective manner.

The study of Ghardallou et al. (2020) found that the CEOs’ areas of study have a big
influence on the company’s financial results. The results specifically demonstrate that CEOs
with degrees in accounting, finance, economics or business administration improve the
performance of the organization. Executive directors who have studied economics or
management may, in fact, make better judgments in complicated environments, handle
ambiguities and challenges and better accept new solutions (Bantel and Jackson, 1989).
Further, CEOs with advanced degrees may enhance the worth of the company and are
preferred by investors, as seen by superior stock market returns. CEOs with postgraduate
degrees do, in fact, bring with them intangible advantages like stronger reputations and wider
networks, which translate into higher market success. These findings may also be explained by
the fact that the market value of the company that employs CEOs with higher levels of
education represents more investment opportunities and a variety of funding sources
connected to the CEOs’ professional networks formed during their time in college/university
(Ghardallou et al., 2020).

Based on the findings of the studies and arguments presented above, the present study
formulates the following hypothesis in relation to the association between CEO education and
firm performance.

H3. There is a positive association between CEO education and firm performance.

3.4 CEO experience and firm performance

Experience makes a person adept in his profession and a trusted leader (Gupta and Mahakud,
2020). Wegge et al. (2008) also conclude that a seasoned CEO can contribute to improved
performance by skillfully handling the corporate environment. CEOs need to be multi-
professionals to make good decisions. This allows them to apply their past experiences to the
business and integrate new technologies. Ali et al. (2022) reported results in favor of this view
in the context of nonfinancial listed firms operating in Pakistan and documented that career
experience has a significant positive impact on firm performance. Saleh et al. (2020) also
supported this favorable impact of CEO experience on firm performance for the nonfinancial
firms listed on the Palestine Security Exchange. However, Huang et al. (2023) reported a
significant negative association between a CEO’s functional experience and firm performance
in the Chinese listed companies.
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Considering the supremacy of findings of a favorable impact of CEO experience, this study
assumes a positive association between a CEQO’s experience and firm performance. Hence, the
fourth hypothesis states that:

H4. There is a positive association between CEO experience and firm performance.

3.5 Moderating role of CEO compensation
Apart from the impact of CEO attributes on organizational performance, what determines the
extent of CEO compensation (Doucouliagos et al., 2007; Croci et al., 2012; Conyon and He,
2012; Aslan and Grinstein, 2012), and whether the pay level impact organizational
performance (Bhuyan et al., 2022), also received substantial focus from the academics and
practitioners. Accordingly, the nature of association between CEO attributes and
organizational performance is not so straightforward (Liu et al., 2018), and several other
factors, such as the extent of CEO compensation, may moderate the nature and level of such a
relationship. Grey et al. (2024) found that a rise in CEO compensation can enhance corporate
performance. This relationship is moderated by chair-CEO diversity, indicating that the
effectiveness of pay in enhancing performance is influenced by the diversity of the leadership.

The extant literature also demonstrates an inconclusive result regarding the impact of CEO
attributes on CEO compensation and the impact of pay level on firm performance. For
example, Bhuyan et al. (2022) noted a significant relationship between a CEQ’s work
experience, a firm’s performance and the CEO’s compensation level. Ali et al. (2022) reported
a significant impact of several CEO attributes on firm performance and that the relationship is
partially and significantly mediated by the capital investment decisions. The study of
Doucouliagos et al. (2007) in an Australian context also supports the hypothesis that there is a
strong positive association between CEO remuneration and bank performance. It is in
convergence with agency theory that managers’ compensation should be based on observable
outcomes and that contracts should be designed to motivate the agents’ best performance.

The study of Aslam et al. (2019) in Pakistani firms over the period of 2009-2016
documented a strong relationship between company performance and the compensation
packages of CEOs. Raithatha and Komera (2016) examined the relationship between
executive compensation and firm performance in the Indian firms and reported a significant
association between them. The study of Rahman and Muhammad (2019) in 30 listed banks in
Bangladesh for the period 2013 to 2017 also supports the idea that CEO compensation highly
affects the firm performance. In a seminal paper, Liu et al. (2018) explored the indirect effect
of several variables in the relationship between CEO attributes and firm performance and
reported a significant impact on several variables.

Based on the arguments and findings presented above, the present study estimates a
significant moderating role of CEO compensation in the relationship between CEO attributes
and firm performance.

H5. CEO compensation significantly moderates the relationship between CEO attributes
and firm performance.

4. Data and methodology

4.1 Sample and data

CEO compensation data are rarely published in the annual reports of public limited companies
except for the financial institutions in Bangladesh. Considering this reality, this study focused
exclusively on the 35 listed banking companies (all the banks listed on the Dhaka Stock
Exchange — the leading stock exchange in Bangladesh) operating in Bangladesh. While CEO
compensation and performance data have been collected from the published annual reports,
CEO attributes data have been collected from multiple sources, including the annual reports,
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10,1 from 2013 to 2022, this should give a total of 350 firm-year observations. However, as data for
five newly listed banks are not available for the entire study period, the final sample includes a
total of 320 firm-year observations.

4.2 Variable definition and measurement
68 4.2.1 Dependent variables. This study uses both accounting and market-based measures of
firm performance in exploring the impact of CEO attributes on banks’ performance. Return on
assets (ROA) is used to represent accounting or book-based performance, while Tobin’s Q
ratio is employed in measuring market-based performance (Ferreira and Matos, 2008; Bose
etal.,2017; Rashid, 2020; Rashid and Kabir, 2025). Table 1 presents details on the definitions
and measurements of each of the variables studied.

4.2.2 Independent variables. CEO attributes are measured by four different variables,
including CEO age, education, tenure, and experience. Consistent with prior studies, CEO age is
measured by the absolute age of CEO in years (Doucouliagos et al., 2007; Conyon and He, 2012;
Liu and Jiang, 2020); CEO tenure is measured by the number of years the CEO is holding the
position of CEO (Mangel and Singh, 1993; Conyon and He, 2012; Kent et al., 2018; Saleh et al.,
2020); CEO experience is measured by number of years CEO is serving in the financial industry
(Croci et al., 2012; Saleh et al., 2020; Huang et al., 2023), and CEO education is measured by
assigning a value of 1 if CEO holds bachelor degree, a value of 2 for master degree, a value of 3
for professional certification (e.g. chartered accountant, certified management accountant and the
like), a value of 4 for doctor of philosophy (Ph.D.) and a value of 5 for holding both Ph.D. and
professional certification (King et al., 2016; Urquhart and Zhang, 2022).

Table 1. Variable definition and measurement

Variables Acronyms  Definition and measurement Reference
CEO age CEOAGE  Absolute age of CEO in years Doucouliagos et al. (2007),
Conyon and He (2012), Liu and
Jiang (2020)
CEO tenure CEOTEN  Number of years the CEO is holding Mangel and Singh (1993),
the position of CEO Conyon and He (2012), Kent et al.
(2018), Saleh et al. (2020)
CEO’s CEOEDU  CEO holding a Bachelor degree is King et al. (2016), Urquhart and
educational assigned with a value of 1; a value of 2 Zhang (2022) [modified]
qualification for Master degree, a value of 3 for
professional certification, a value of 4
for Doctor of Philosophy (PhD), and a
value of 5 for holding both PhD and
professional certification
CEO experience ~ CEOEXP  Number of years CEO is serving in the  Croci et al. (2012), Saleh et al.
financial industry (2020), Huang et al. (2023)
CEO pay CEOPAY  Gross CEO compensation or pay, Capezio et al. (2011), Conyon and
measured in million Bangladeshi Taka He (2012), Schultz et al. (2013)
(currency)
Return on Assets ROA Net profit after tax scaled by year-end  Bose et al. (2017), Rashid (2020),
total assets Rashid and Kabir (2025)
Tobin’s Q Ratio TOBINQ  Year-end book value of total assets plus ~ Ferreira and Matos (2008), Bose
market value of equity minus book et al. (2017), Rashid (2020),
value of equity scaled by total assets Rashid and Kabir (2025)
Return on Equity ROE Net profit after tax scaled by year-end
shareholders’ equity
Market to Book MTB Ratio of market value to book value of

Ratio

Source(s): Authors’ own creation

equity share
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4.2.3 Moderator. CEO compensation is used as the moderator to examine whether CEO  Asian Journal of

compensation level modifies the relationship between CEO attributes and firm performance.
CEO compensation is measured by the amount of Bangladeshi Taka (BDT) (currency) paid (in
million) to the CEO yearly (Capezio et al., 2011; Conyon and He, 2012; Schultz et al., 2013).

4.3 Research model
In examining the direct and moderating impact, AMOS 23 is employed in analyzing data and
testing the hypotheses formulated. The structural equation modelling (SEM) of AMOS 23 is
employed considering several benefits of the model. First, this model can define latent variable
models, enabling separate estimation of relationships between latent constructs and their
observed indicators (measurement model) as well as relationships among the constructs
themselves (structural model) (Tomarken and Waller, 2005). Second, the availability of fit
indices offers a comprehensive assessment of complex models, even those involving several
linear equations (Tomarken and Waller, 2005).

Figure 1 displays the nature of the relationship between independent and dependent
variables and how the moderator moderates such a relationship.

As can be seen in the figure, this study investigates the direct impact of CEO attributes on
banks’ performance. Then, CEO compensation is included in the framework as a moderator to
see whether the level of compensation paid to the CEO can moderate such a relationship.

5. Results

Table 2 presents descriptive statistics for the variables studied. As displayed, the mean age of
CEO in the Bangladeshi banking companies is 59 years, with a maximum of 68 years and a
minimum of 48 years. This result signifies the dominance of aged CEO in the banking
companies. Despite the prevalence of aged CEQO, the average tenure of a CEO demonstrates
disappointing result, which travels around 3.41 years, with a standard deviation of 2.73 and a
minimum value of zero to a maximum value of 16 years.

The mean educational level of CEO (2.03) displays the dominance of master degree holder
over professionals and Ph.D. holders. The average experience value (33 years, ranging from 18
to 41 years) shows the supremacy of highly experienced CEOs. The average CEO
compensation travels around 13.72 m BDT (yearly), ranging from 0.83 m to 30.47 m BDT.

CEOAGE \\ ‘ CEOCOMPENSATION l

Figure 1. Relationship between CEO attributes, CEO pay and firm performance. Source: Authors’ own
creation
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10’ 1 Variables Mean Median Max Min Std. Dev Observation
CEOAGE 58.9969 59.0000 68.00 48.00 4.00509 320
CEOTEN 3.4111 3.0000 16.00 0.00 2.72832 320
CEOEDU 2.0344 2.0000 4.00 2.0 0.37401 320
CEOEXP 33.0844 34.0000 41.00 18.00 4.08097 320

70 CEOPAY 13.7209 13.1888 30.47 0.83 4.6842 320
ROA 0.7223 0.7844 1.83 —6.30 0.72397 320
TOBINQ 0.9821 0.9800 2.28 0.00 0.18081 320

Source(s): Authors’ own creation

Concerning the bank performance variables, the average ROA is 0.72%, with a minimum
of —6.30% and a maximum of 1.83%, indicating the presence of losing banking companies.
The mean value of Tobin’s Q ratio is 0.9821, suggesting that the average market value of the
bank is lower than its book value.

Table 3 displays the correlation matrix of the variables used in the models. The correlation
between CEO age, tenure and performance variables is insignificant.

However, the nature of the relationship of CEO experience and education with firm
performance is significant and therefore suggests a strong connection between the variables.
More importantly, all the values remain below 0.60, suggesting the absence of a
multicollinearity problem.

Table 4 displays the direct impact of CEO attributes on the bank’s performance. Regarding
the impact of CEO age and tenure, the results show an insignificant impact on both accounting-
based performance (measured by ROA) and market-based performance (measured by Tobin’s
Q ratio). Accordingly, the first and second hypotheses are not confirmed.

However, the impact of CEO education appears to be statistically significant and positive
for ROA, suggesting the level of CEO education is an important determinant of a bank’s
performance. Therefore, the third hypothesis cannot be rejected. Surprisingly, the direction of
the relationship is negatively significant for Tobin’s Q ratio. This result indicates that
accounting and market-based performance do not go in the same direction.

The result also shows a significant positive impact of CEO experience on ROA, signifying
the importance of experience in the financial industry in achieving excellence in performance
in the banking industry. Unfortunately, the impact of CEO experience on market-based
performance seems to be insignificant. Accordingly, the fourth hypothesis is accepted for
accounting-based performance only.

Table 3. Correlation matrix

1 2 3 4 5 6 7 8
1. CEOAGE 1
2. CEOTEN 0.092 1
3. CEOEDU 0.200%** 0.040 1
4. CEOEXP 0.581** 0.213** 0.152** 1
5. CEOPAY 0.199** 0.512%* 0.057 0.028 1
6. ROA 0.077 0.031 0.252%** 0.175%* 0.064 1
7. TOBINQ —0.109 0.018 —0.223** —0.070 0.019 —0.174** 1

Note(s): **Significant at the 1% level
Source(s): Authors’ own creation
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Table 4. Direct impact of CEO attributes on firm performance (ROA and TOBINQ)

Estimate S.E. C.R. P

ROA <— CEOAGE —-0.014 0.012 —1.184 0.236
ROA <— CEOTENURE —0.003 0.015 —0.208 0.835
ROA <— CEOEDU 0.516 0.117 4.395 ok
ROA <— CEOEXP 0.033 0.012 2.781 ok
TOBINQ <— CEOAGE —0.003 0.003 —0.980 0.327
TOBINQ < CEOTENURE 0.002 0.004 0.611 0.541
TOBINQ <— CEOEDU —-0.112 0.030 —3.769 ok
TOBINQ <— CEOEXP 0.000 0.003 —0.104 0.917

Note(s): ***Significant at the 0.001% level, and **Significant at the 1% level
CFI = 0.979; PCFI = 0.047 and RMSEA = 0.068

Source(s): Authors’ own creation

Table 5 displays the moderating impact of CEO pay in the relationship between CEO
attributes and bank performance. As displayed in this table, the significant positive impact of
CEO education and experience shown in Table 2 becomes weaker when they interact with
CEO pay.

Accordingly, it is apparent that CEO pay can be an important moderator in the relationship
between CEO attributes and bank performance. An identical result is also displayed for
Tobin’s Q ratio. In addition to this effect, CEO compensation seems to considerably and
favorably affect ROA via its interaction with CEO tenure, while adversely impacting Tobin’s
Qratio. These results suggest that CEO pay can change both the direction and magnitude of the
impact of CEO attributes on bank performance.

Regarding the acceptability of the results presented, the values of comparative fit index
(CFI)[0.979 in Tables 4 and 0.999 in Table 5]; parsimony comparative fix index (PCFI) [0.035

Table 5. Moderating impact of CEO Pay on the relationship between CEO attributes and firm performance
(ROA and TOBINQ)

Estimate S.E. C.R. P
ROA <— CEOAGE —0.059 0.029 —-2.029 *
ROA <— CEOTENURE —0.094 0.046 —2.037 *
ROA <— CEOEDU 0.755 0.455 1.657 0.098
ROA < CEOEXP 0.110 0.045 2.420 *
TOBINQ <— CEOAGE —0.002 0.007 —0.267 0.789
TOBINQ <— CEOTENURE 0.024 0.012 2.033 *
TOBINQ <— CEOEDU —0.224 0.116 —1.929 0.054
TOBINQ <— CEOEXP 0.001 0.012 0.117 0.907
ROA <— PAYAGE 0.003 0.002 1.703 0.089
ROA <— PAYEXP —0.005 0.003 —1.622 0.105
ROA <— PAYEDU —0.014 0.031 —0.457 0.647
ROA <— PAYTEN 0.005 0.002 2.075 ok
TOBINQ <— PAYAGE 0.000 0.000 —0.280 0.779
TOBINQ <— PAYEXP 0.000 0.001 —0.031 0.975
TOBINQ <— PAYEDU 0.008 0.008 1.023 0.306
TOBINQ <— PAYTEN —0.001 0.001 —2.013 Hok

Note(s): ***Significant at the 0.001% level, **Significant at the 1% level and *Significant at the 5% level
CFI = 0.999; PCFI = 0.013 and RMSEA = 0.090

Source(s): Authors’ own creation

Downloaded from ftp.nowpublishers.com/ajeb/article-pdf/10/1/61/10189424/ajeb-12-2024-0131en.pdf by guest on 07 September 2026

Asian Journal of
Economics and
Banking

71




AJEB
10,1

72

in Tables 4 and 0.013 in Table 5]; and root mean square error of approximation (RMSEA)
[0.068 in Tables 4 and 0.090 in Table 5] suggested the acceptability of the results, as the values
of CFI close to one indicate a very good fit (Hu and Bentler, 1998) and a value of CFI > 0.95 is
taken as an excellent fit of the model (West et al., 2012), while a value of RMSEA between
0.05 and 0.08 is considered acceptable, and values < 0.05 are considered excellent
(MacCallum et al., 1996).

Regarding the acceptability of the results presented, the values of CFI[0.979 in Table 4 and
0.986 in Table 5], and PCFI [0.047 in Table 4 and 0.035 in Table 5], suggested the acceptability
of the results, as the values of CFI close to one indicate a very good fit (Hu and Bentler, 1998)
and a value of CFI >0.95 is taken an excellent fit of the model (West et al., 2012).

To validate the primary findings of the study, additional analysis was performed and
presented in Table 6 and Table 7. Table 6 uses alternative measures of performance — return on
equity (ROE) and market-to-book (MTB) ratio—to examine the validity of primary findings on
the direct relationship between CEO attributes and performance. As displayed, the impact of
several CEO attributes is found insignificant on performance.

However, while the moderating impact of CEO compensation in the relationship between
CEO attributes and performance is examined using these alternative measures of performance,
several CEQ attributes and their interaction with compensation depicted a significant impact
on performance. Table 7 presents this moderating role of compensation.

This result suggests that the direct and moderating impact of CEQO attributes on alternative
measures of performance are not uniform.

6. Discussion

Of the CEO attributes studied, the impact of CEO age on bank performance appears to be
negative and insignificant, which is consistent with several prior studies (e.g. Liu and Jiang,
2020). However, it goes against the findings of many prior studies, such as Bertrand and
Schoar (2003), Zhang (2010) Serfling (2014), Wu (2021) and Suherman et al. (2023), which
reported significant negative impact, while Peni (2014) Ali et al. (2022) Suherman et al.
(2023) and Rahman and Chen (2023) noted a significant positive impact on organizational
performance. One plausible explanation could be that the median age of CEO is 59 years
(which is identical to the mean age 59 years), and the age difference is very trivial.
Accordingly, this variable could not fetch significant differences in bank performance in the
sample banking companies. Further, as the direction of impact is negative, it seems that the
arguments presented by prior studies that older CEOs tend to be more risk-averse due to their
conservative views and have less ability to adjust to changes in the business environment
(Bertrand and Schoar, 2003), which could have a detrimental impact on the success of the
company (Wu, 2021), are valid to some extent in this context.

Table 6. Direct impact of CEO attributes on firm performance (ROE and MTB)

Estimate S.E. C.R. P
ROE <— CEOAGE —0.172 0.115 —1.501 0.133
MARKETBOOK <— CEOAGE —0.008 0.007 —1.150 0.250
ROE <— CEOTENURE 0.094 0.139 0.673 0.501
MARKETBOOK <— CEOTENURE 0.002 0.009 0.232 0.817
ROE <— CEOEDU 1.843 1.121 1.644 0.100
MARKETBOOK <— CEOEDU 0.035 0.072 0.484 0.628
ROE <— CEOEXP 0.178 0.114 1.563 0.118
MARKETBOOK <— CEOEXP 0.009 0.007 1.244 0.213

Note(s): ***Significant at the 0.001% level and **Significant at the 1% level
CFI = 0.897; PCFI = 0.043 and RMSEA = 0.231

Source(s): Authors’ own creation
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Table 7. Moderating impact of CEO pay on the relationship between CEO attributes and firm performance

(ROE and MTB)

Estimate S.E. C.R. P
ROE <— PAYAGE 0.013 0.018 0.695 0.487
ROE <— PAYEXP —0.016 0.030 —0.556 0.578
ROE <— PAYEDU 0.025 0.290 0.087 0.931
ROE <— PAYTEN —0.007 0.023 —0.304 0.761
MARKETBOOK <— PAYAGE 0.004 0.001 3.088 Hx
MARKETBOOK <— PAYEXP —0.005 0.002 —2.830 Hk
MARKETBOOK <— PAYEDU —0.013 0.018 —0.726 0.468
MARKETBOOK <— PAYTEN 0.002 0.001 1.459 0.144
ROE <— CEOAGE —0.433 0.281 —1.542 0.123
ROE <— CEOTENURE 0.043 0.443 0.097 0.923
ROE <— CEOEDU 1.458 4.303 0.339 0.735
ROE <— CEOEXP 0.473 0.420 1.127 0.260
MARKETBOOK <— CEOAGE —0.062 0.018 —3.496 ook
MARKETBOOK <— CEOTENURE —0.041 0.028 —1.468 0.142
MARKETBOOK <— CEOEDU 0.233 0.273 0.854 0.393
MARKETBOOK <— CEOEXP 0.086 0.027 3.229 ok

Note(s): ***Significant at the 0.001% level, **Significant at the 1% level and *Significant at the 5% level

CFI = 0.996; PCFI = 0.018 and RMSEA = 0.215
Source(s): Authors’ own creation

The impact of CEO tenure also depicted identical results (mean 3.4 years and median
3 years), though the impact is positive and insignificant statistically. This finding goes against
the results reported by Hartnell et al. (2016) and Suherman et al. (2023) for the Canadian firms,
Saleh et al. (2020) for Palestine-listed companies, Ali et al. (2022) in Pakistan. Rahman and
Chen (2023) for the privately listed firms in China. Consequently, the arguments that company
performance improves with a longer CEO term, as this enhances their authority and
confidence to make financial choices, and increased knowledge and abilities about the
business environment (Wu et al., 2005) are less pertinent in the Bangladeshi banking

companies.

As the level of education displayed a significant positive impact on bank performance
(ROA), the arguments that the formal banking and financial education of CEOs can help to
develop appropriate strategic plans and run daily operations more effectively (Rajagopalan
and Dutta, 1996) seems to be valid for the banking companies in Bangladesh. This is also
consistent with the findings of Urquhart and Zhang (2022), who reported that CEOs holding
Ph.D. degree outperform their peers, and Ali et al. (2022) who reported a significant positive
impact of financial education on firm performance. Accordingly, it can be held that CEOs
having professional accounting/finance education (e.g. chartered accountants, certified
management accountants and chartered financial analyst) and Ph.D. degree outperforms their

counterpart in the Bangladeshi banking companies.

Regarding the impact of CEO experience, the result displayed a significant positive impact
on ROA. This is consistent with the findings of Ali et al. (2022) and Saleh et al. (2020), while
contradictory to Huang et al. (2023). This result also supports the arguments presented by
Gupta and Mahakud (2020), who advocate that experience allows a CEO to become adept in
his profession and become a trusted leader. Further, experienced CEO can handle corporate
environment competently using their past experience, and this allow them to improve
performance (Wegge et al., 2008). Hence, it appears that experienced CEOs outperform their
counterparts in the Bangladeshi banking companies to a considerable extent. More
importantly, the significant positive impact of CEO education and experience on bank
performance supports the notion of upper echelons theory that advocates a strong link between
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top executives’ attributes and organizational performance. More specifically, the notion that
the choice of actions of top executives’ is highly influenced by their attributes, such as their
experience and education, and this in turn affect organizational performance (Hambrick and
Mason, 1984) appears to be valid for the research setting under consideration.

Concerning the role of CEO pay as a mediator, the result displayed a strong moderating role
of the level of CEO pay. Consequently, CEO pay can be used in changing the direction of
impact of CEO attributes on bank performance. As CEO pay wipe out the significant positive
impact of CEO education and experience on performance, the decision of increasing pay with
the level of education and experience may not always lead to better performance. Further, the
result also suggested that an increase in pay level with tenure can result in better performance.
Accordingly, the use of CEO compensation in the endeavor to influence bank performance in
association with CEQ attributes appears to be complicated.

7. Conclusion

This study aimed to examine whether CEO attributes can impact firm performance in the
context of Bangladeshi banking companies. Further, whether CEO compensation level can
moderate the relationship between CEO attributes and firm performance is also investigated.
Using a dataset of 320 firm-year observations over the period of 10 years from 2013 to 2022,
this study’s findings reveal a significant positive impact of CEO education and experience on
ROA and a significant negative impact of CEO education on the TOBINQ ratio. Moreover, the
study finds a strong moderating role of CEO compensation in the relationship between CEO
attributes and bank performance.

While this result supports the findings of several prior studies (e.g. Liu and Jiang, 2020;
Saleh et al., 2020; Urquhart and Zhang, 2022; Ali et al., 2022) and the lens of upper echelons
theory, they contradict with several other studies under diversified contexts (e.g. Zhang, 2010;
Serfling, 2014; Wu, 2021; Suherman et al., 2023; Huang et al., 2023). The unique
characteristics of the research setting in which Bangladeshi banking companies operate can be
cited as the underlying causes for the inconsistencies of the results with that of other settings.
Specifically, the level of tolerance of corporate corruption by the legal and regulatory
institutions, the absence of a well-structured and strong capital market and the interference of
the government and its agencies in the corporate activities (Khan, 2003; Rashid, 2009, 2020;
Muttakin et al., 2015) can be cited as the fundamental reasons.

The findings of the study have considerable implications from theory, policy and practice
perspectives. From a theoretical perspective, the findings support the notions of upper
echelons theory for several CEO attributes (education and experience), providing empirical
evidence in the context of an emerging and developing economy. Further, a strong moderating
role of CEO compensation as a moderator in the relationship between CEO attributes and
performance also adds to the extant pay-performance literature. From the practitioners’
perspective, the findings can be used to develop a list of desired attributes for coming CEOs.
The decision to increase CEO compensation aligning with their attributes can be made more
judgmental and rational. On the other hand, the findings of this study provide significant
insights for bank executives, board members and regulators within the Bangladeshi banking
system. Considering the substantial beneficial influence of CEO education and experience on
return on assets (ROA), banks need to emphasize the recruitment and retention of CEOs with
robust educational credentials and vast industry expertise to improve financial performance.
The identified inverse correlation between CEO education and the Tobin’s Q ratio indicates
that superior educational credentials may not always lead to increased market value. This
underscores the need for a balanced methodology in evaluating CEO qualities, considering
both financial and market-oriented success indicators.

The research highlights the moderating effect of CEO salary on the connection between CEO
attributes and company performance. This indicates that well-designed remuneration packages
may improve CEO performance by aligning their incentives with corporate objectives.
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Consequently, boards must develop remuneration frameworks that not only incentivize
performance but also encourage CEOs to use their knowledge for sustainable value generation.
These results underscore the significance of strategic CEO selection and pay strategies in
enhancing bank performance. Finally, policymakers and regulators such as Bangladesh Bank
can get useful insight from the findings of this study in formulating and/or revising the existing
policy in regard to the desired portfolio of minimum qualifications and apposite range of
compensation for the CEO. Specifically, regulators might reform policies regarding minimum
requirements for education and experience while CEOs are appointed by a bank.

The findings of the study should be explained in light of a few limitations. First, the
sample covers only the listed banking companies and therefore should not be generalized
for the nonbank financial institutions and nonfinancial companies. Further studies may
focus on those sectors to see whether the results of this study remain valid. Second, the
present study considers four attributes of the CEO, while there are a large number of
attributes in this portfolio. Further studies may explore the impact of those attributes (e.g.
CEO’s gender and ownership). This study ignored such attributes, as the data showed an
absence of female CEO and restriction on ownership by CEO in the banking companies.
Finally, CEO compensation has been used as the moderator in exploring its interacting role
in the relationship between CEO attributes and performance. Further studies may use other
variables as moderator, such as firm and country-level governance quality. Finally, while
structural equation modeling (SEM) of AMOS can provide better results than multiple
regressions analysis, a dynamic panel data model using a Gaussian mixture model (GMM)
can better deal with the endogeneity issue. Further studies may employ such a model to
provide more valid results.

Despite these limitations, this study enhances the extant literature on top executives’
characteristics, compensation and firm performance by highlighting both direct and
moderating effects within the context of an emerging market.
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