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Abstract
Bangladeshi Pharmaceuticals industry have been awarded the “Product of the year” award in 2018 for being the largest sector that contributes Bangladesh economy. The sector is become highly profitable as it recently exporting pharmaceuticals products in foreign countries. On the other hand, due to notorious scandals and the collapse of companies in recent years, such as WorldCom, Satyam, and Enron. The corporate governance sector has attracted the attention of business people and more and more attention from researchers around the world. Although the intuition that "good corporate governance" leads to "good performance" for the company, there is still no concrete evidence of this relationship. Many investigations have been conducted until now worldwide, but the results are mixed and undecided. This study is being conducted to analyse the highly economic contributory Bangladeshi pharmaceutical industries impacts of the corporate governance on their profitability. In total of 17 pharmaceuticals companies are taken that are listed under Dhaka Stock Exchange (DSE) as sample and collected three years of data on their corporate governance and profitability from their own annual reports to analyse the influences or impacts. To analyse the influence of the independent variable (BOD and Audit Committee) on the dependent variable (ROA), I need to conduct a set of referred analyses. From Descriptive Statistics, I found out measures of central tendency and measures of variability for given data. From Correlation Matrix, I can conclude that all our variables are statistically significant while we are choosing our critical value +11 or -11. From Multiple Regression Analysis, I found out there are significant positive relationship of corporate governance (Board Size, CEO Duality, Expert/Professional and Audit Committee Size) on profitability. Finally, Sensitivity Analysis evaluated and explained the variables sensitivity as a proof of the influences of corporate governance on profitability.
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CHAPTER ONE: INTRODUCTION

 

[bookmark: _Toc24748196]1.1 INTRODUCTION TO THE TOPIC IN HAND
Corporate governance and its impact on the company's profitability are the most discussed topics in the current literature. The discussion focused on the structure of the board of directors, which is actually the main governance mechanism of the internal control system for any company or organization. Researchers studying corporate governance have used various theoretical concepts to understand the characteristics, effects, and roles of these boards. The theoretical argument of the agency is an explanation of the relationship between the shareholder and the board of directors. The Board of Directors is responsible for due accountability, transparency, and diligence to manage corporate affairs and maximize shareholder wealth. It is generally believed that there is a direct and clear link between the behaviour of the board and the success of the organization, measured by factors such as profitability, stock price, and reputation. Therefore, the report subject matter is to analyse the impacts of corporate governance on the profitability of the pharmaceuticals industry in Bangladesh as the pharmaceutical sector is the second-largest contributor to the Bangladeshi economy.

[bookmark: _Toc24748197]1.2 A BRIEF INTRODUCTION OF THE PHARMACEUTICALS INDUSTRY OF BANGLADESH
The pharmaceutical industry in Bangladesh has made us proud of the six hundred billion people in 182 countries around the world. After the Ready-Made Garments (RMG) sectors, the pharmaceutical industries give us the greatest exports in over 100 countries and has allowed us to earn over $ 100 million. The industry has managed the supply of medicines at 97% which supporting 160 million poorly paid inhabitants in Bangladesh and the current pharmaceutical market in Bangladesh represents about 24,000 crore taka. The top ten players in this sector are serving over 60% of the national market demand and the top twenty companies over 80%. Unfortunately, only five out of the top ten appear in the stock market. However, the all over market capitalization of the pharmaceutical and chemical industries is worth Tk. 53604 million and 15.4% of the market capitalization of the Dhaka Stock Exchange (DSE).

Bangladesh's pharmaceutical industry has become double in the last two decades. It has increased the living standard of Bangladeshi people by contributing to reduced maternal and new-born mortality, increased per capita life, and a substantial reduction of infectious diseases, but this will not reduce our use of medications or medication requirements. It is expected the continuation of the growth phase. As soon as we become older, drug use or needs will also increase, our per capita income, access to medical and health care professionals becomes easier every day. Heavy imports and supplies for the minimum wage of foreigners and packaging materials, commercial expenses increase daily.

According to the Dhaka Stock Exchange (DSE), the pharmaceutical and chemical sector has 31 companies that 15.4% of the market capitalization of the DSE and contribute to market capitalization worth of 53,604 million Taka. There are 16 pharmaceuticals out of 31, that produce and market pharmaceutical products and Of these sixteen pharmaceutical companies, the following five companies (which have accumulated 71% of the market capitalization of the pharmaceutical and chemical sector, or approximately 37970 million Taka) rank among the top ten pharmaceutical companies according to the Management Information System (MIS);

1. Square Pharmaceuticals Limited with market capitalization worth of Tk. 21.375 million
2. ACME Limited Laboratories with market capitalization worth of Tk. 1,975 crore.
3. ACI Limited with a market capitalization worth of Tk. 1,500 million.
4. Renata Limited with a market capitalization worth of Tk. 9,425 million.
5. Beximco Pharmaceuticals Limited with a market capitalization worth of Tk. 3.694 crore

	Company Name
	ACME
	Square 
	Renata 
	Beximco 
	ACI 

	Turn Over (In Tk. Crore)
	797
	2131.8
	1057
	1110.9
	1121

	Market Share %
	3.52
	16.95
	5.2
	8.26
	4.38

	Net Profit (in Tk. Crore) 
	77.6
	629.52
	168.97
	148.7
	66.37

	Earnings Per Share  
	3.69
	7.98
	21.08
	3.67
	13.3

	NAV 
	79.89
	81.58
	232.03
	69.2
	291.06

	Foreign Investment % 
	0.73
	19.68
	22.39
	38.53
	 -

	Price Earnings Ratio  
	12.47
	17.17
	27.79
	12.43
	28.35



Source: Muhammad Zahangir Alam (2019), Director of Finance, Square Pharmaceuticals Limited, Article name: Bangladesh Pharmaceutical industry and global perspective (Alam & Market, 2019)


[bookmark: _Toc24748198]1.3 RATIONALE OF THE STUDY
The report is going to disclose two major areas of Bangladeshi Pharmaceutical Industry that are corporate governance and profitability of the DSE listed 17 pharmaceutical firms. Any reader of the report can find the current information of this mentioned topic. Referring to the former president of the World Bank, James D. Wolfensohn (1995-2005), corporate governance is now as important to the global economy as country governance (Eisenhofer & Levin, 2005). The basic rationale of the study includes many areas. This study will help employees understand that the behaviour of corporate governance mechanisms can keep them employed or unemployed. Subsequently, the study will be a good companion for the board. This can help the Bangladesh government make decisions about the economic system. In addition, the study will help the regulator improve the corporate governance code and, more importantly, serve as a reference for the shareholders of organizations as they will help them designate people for the position of the director (Caylor, n.d.). Finally, university students and teachers can also understand the concepts and whether corporate governance has any impact on the profitability of any firm.

[bookmark: _Toc24748199]1.4 BACKGROUND OF THE STUDY
Corporate governance affects profitability and the sustainability of the organization which becomes a critical problem after the collapse of large companies in the Europe and United States, as Thomas Cook, a British global travel group, ended in 2019 due to bad governance (Aras & Crowther, 2008; Eccles, Ioannou, & Serafeim, 2014) and in Bangladesh, it is a figure of the fact that highly respected companies fail due to bad corporate governance (Islam, Rahman, & Ak, n.d.). The political and commercial environment was as corrupt as the country had defamed with a quote "one of the corrupt nations of the world". As a result, the title of the report was carefully chosen to analyse the influence of corporate governance on the profitability of the pharmaceutical industry, as the pharmaceutical industry is currently one of the main contributor of our economy.


CHAPTER TWO: OBJECTIVE OF THE STUDY


   

[bookmark: _Toc24748200]2.1 STUDY OBJECTIVES 
A study is an organized preparation of a problem in which a researcher tries to find a solution to a problem. To achieve the correct solution, clearly defined objectives are very important because we know that clearly defined objectives are important elements of a good research study and direct the researcher in the right direction. The study has been prepared to meet two types of objectives. The objectives are:
a. [bookmark: _Toc24748201]Primary objectives: 
The primary objective of the report is to achieve the Bachelor of Business Administration degree from the United International University. The submission of the report is pre-requirement of getting the degree. To understand whether the corporate governance impacts on a firms profitability is also a primary concentration of the study.
b. [bookmark: _Toc24748202]Specific Objectives: 
By reaching a specific goal that has been established, the general objective can be achieved and the specific objective clearly defines what the researcher will do in the study, where and for what purpose. The specific objectives of the study are:
i. To analyse the concept of corporate governance and profitability of the firm.
ii. To analyse the corporate governance scenario in Bangladeshi Pharmaceutical industry.
iii. To analyse the influences of corporate governance on profitability of 10 Pharmaceutical company.
iv. To recommend some suggestions based on the findings.




CHAPTER THREE: METHODOLOGIES OF THE STUDY


 

[bookmark: _Toc24748203]3.1 METHODOLOGIES OF THE REPORT
The study methodology is a method of systematic resolution of study problems. This chapter describes the methods for obtaining information and the techniques used to analyse the acquired data.

[bookmark: _Toc24748204]3.1.1 Study design
The study design is a framework or program that serves as a guide for the collection and analysis of research data. In this research section, the data will be used and the design studies used to illustrate the impact of corporate governance on the profitability of the organization, allowing researchers to answer the following research questions: "How does governance be influenced in improving the profitability of the pharmaceutical firms.

3.1.2 [bookmark: _Toc24748205]Sample Size
According to the Dhaka Stock Exchange, Top 17 Bangladeshi pharmaceutical companies are taken selected to analyse as this companies are mentioned as the most contributing organization in the Bangladeshi economy. Also, three years of corporate governance and profitability data are collected for further analyse directly from each firm’s annual report. The 17 pharmaceutical companies that are listed on Dhaka Stock exchange are going to be analysed and they are:

	
	17 Listed Pharmaceuticals Companies under DSE

	1
	ACI Pharmaceuticals Limited

	2
	Acme Pharmaceuticals Limited

	3
	Ambee Pharmaceuticals Limited

	4
	Beacon Pharmaceuticals Limited

	5
	Beximco Pharmaceuticals Limited

	6
	Central Pharmaceuticals Limited

	7
	Far Chemicals Limited

	8
	Glaxo SmithKline Pharmaceuticals Limited (GSK)

	9
	Ibn Sina Pharmaceuticals Industry Limited

	10
	JMI Pharmaceuticals Limited

	11
	Libra

	12
	Marico

	13
	Orion Pharmaceuticals Limited

	14
	Pharma Aids Limited

	15
	Renata Pharmaceuticals Limited

	16
	Salvo Chemical Industry Limited

	17
	Square Pharmaceuticals Limited


3.1.3 [bookmark: _Toc24748206]DATA COLLECTION PROCESS
In the face of real-life problems, it is often found that the information available is insufficient and that, therefore, this information must be collected in such a way as to enable troubleshooting. Therefore, to gather appropriate, reliable and valid data based on the nature of the study and the corresponding literature, the primary data were not used, but secondary information exists, based on the database used. 

I. [bookmark: _Toc24748207]PRIMARY SOURCES OF DATA:
i. Through formal and informal interview of the employees on their corporate governance.
ii. Through the 17 pharmaceuticals company’s annual reports.
iii. From the websites of the Pharmaceuticals companies.

II. [bookmark: _Toc24748208]SECONDARY SOURCES OF DATA: 
i. From several published books of reputed writers.
ii. From the online blogs and articles on corporate governance and profitability of any firm.

[bookmark: _Toc24748209]3.1.4 Data Analysis
The study is an exploratory research based where both qualitative and quantitative data are being used to analyse the corporate governance influence on profitability of 17 pharmaceutical company’s. The study is prepared on MS Word and all graphs, tables and regression tools are used by the MS Excel application.

The regression formula that shows that the influence of corporate governance on profitability is:



To analyse the impacts of corporate governance on the profitability of 17 pharmaceuticals companies of Bangladesh, 3 years of data of corporate governance and profitability from each company’s annual report are taken. Profitability variables are taken as dependent variable and the corporate governance variables are taken as independent. The profitability variables are listed below:
1. Return on Asset (ROA)

The variables of corporate governance are:
a. Board of Directors
I. Size
II. Independent Directors
III. CEO Duality
IV. Experts/ Professional

b. Audit Committee (AC)
I. Size
II. Independent Directors
III. Experts/ Professionals

There are also two more control variables are taken as independent variable. They are:
a. Firm Size
b. Leverage

To analyse the impacts of these independent variables over the dependent variables with the three years data, multiple regression analysis have conducted on MS Excel as Multiple regression analysis (data) is a statistical method widely used in social sciences, econometrics, and epidemiology, to analyse the impacts of several independent variables on a single dependent variable. There are also correlation and descriptive analysis are also conducted to explain the relationships between these corporate governance variables on companies ROA.




Chapter Four: Literature Review



 

[bookmark: _Toc24748210]4.1 Literature Review
The literature review is an analysis and measurement of the literature available in the field of my choice on what I am writing to record the art on the subject. There are generally four main objectives in the literature review; first, review the literature in our chosen study; secondly, briefly summarize the data in these publications; thirdly, when identifying gaps in current knowledge, critically analyse the data collected; demonstrate the limitations and perspectives of the theory; these constitute areas that require more research and review of controversial areas; and finally, in an organized way to introduce the literary works.

A review of the literature indicates that our readers have a deep understanding of the subject and we understand where our research will be integrated into the existing recognized knowledge system. The project report is made to analyse the influence of corporate governance over the profitability of the pharmaceutical companies of Bangladesh. Therefore, it is important to have a clear understanding on the two concepts, one is on the corporate governance and another one is the profitability of the firms. These two concepts are discussed below to provide a clear understanding.

[bookmark: _Toc24748211]4.2 CORPORATE GOVERNANCE
Corporate governance is a system of corporate governance and regulation of a firm or company. Here, the board of directors is responsible for the management of the company. The role of management shareholders is to appoint directors and auditors and to be satisfied that there is an adequate and satisfactory governance structure (‘Banking Regulation & Policy Department Bangladesh Bank Head Office Dhaka Formation & Responsibilities of Board of Directors of a Bank Company .’, 2013). In addition, corporate governance aims to support entrepreneurial, effective, and prudent management that can guarantee the long-term success of the company.

The responsibilities of the board of directors include defining the company's strategic objectives, leadership to achieve these objectives, oversight of the company's management and shareholder communication with its operators.

Therefore, corporate governance is related to the functions of the company's board of directors and how to determine the value of the corporation and should be different from the day-to-day management of the corporation by full-time executives.

Good governance is expected to have a significant impact on the unlisted sector as it is primarily aimed at improving the transparency and accountability of existing systems. An interesting phenomenon in recent years has been the use of government "enterprises" to describe non-business governance and accountability issues (Balasubramanian, Black, & Khanna, 2012). The use of labels can be confusing and confusing, as the UK corporate governance structure was created and developed to manage the entities of publicly traded companies and its design was not designed to have different accountability structures in different types of organizations (Eccles et al., 2014).

However, in many academic studies, it has been decided that well-run businesses through governance are doing better in business industries.

[bookmark: _Toc24748212]4.3 MECHANISMS OF CORPORATE GOVERNANCE
Corporate governance practices are effective and necessary enough to define and achieve a company's strategic goals. The corporate governance policies & framework integrates controls and guidelines to enable companies to achieve their goals and meet the needs of their partners. The structure of corporate governance is often a combination of multiple processes. There are two types of corporate governance mechanism.

4.3.1 [bookmark: _Toc24748213]INTERNAL MECHANISM
The company's main control series comes from its internal processes. These controls monitor the progress and activity of the organization and take corrective action after leaving the company. By maintaining the organization's broad internal control framework, we can achieve the organization's internal goals and its internal stakeholders, including employees, managers, and owners. These goals include routine operations, well-defined reporting, and performance evaluation systems. Internal processes include management oversight, independent internal audit, and the responsibility of the Board of Directors, isolation of control and policy development.




4.3.2 [bookmark: _Toc24748214]EXTERNAL MECHANISM
External control systems are controlled by people outside the organization and serve the purpose of entities such as regulators, governments, trade unions and financial institutions. These goals include appropriate debt management and compliance with the law. External participants generally impose external processes on the organization in the form of union contracts or regulatory guidelines. External companies, such as industry associations, may recommend best practice guidelines and companies may choose to follow or ignore them. Generally, companies report on the status and compliance of external corporate management systems to external stakeholders.

4.4 [bookmark: _Toc24748215]PROFITABILITY
Profitability is the company's ability to make profit. The gain is the residual income after the company has paid all expenses directly related to the income generated, such as the production of the product and other expenses related to the conduct of commercial activities. In addition, profitability is a method that can be used to obtain the valuation of a company, usually a multiple of the annual profit. A better approach to corporate valuation is a multiple of the annual cash flow because it better reflects the net revenue stream that buyers can expect to receive.

In addition, profitability is the case where an entity generates profits. When the total amount of income is greater than the total amount of expenses during the reference period, profitability is generated. If an entity registers its commercial transactions in accordance with the principle of economic capacity, the profit conditions cannot be compensated by the flow of funds generated by the organization, since certain capacity-based businesses (such as depreciation) do not They involve cash flows.

[bookmark: _Toc24748216]Profits can be realized in the short term by selling assets that are immediately profitable. However, this profitability is not sustainable. The organization must have a business model that allows its continuous operations to generate profits, or will eventually fail to earn profit. 




4.5 TYPES OF PROFITABILITY VARIABLES
There are many different variables in the firm’s financial statement to analyse profitability. This lesson will focus on the profitability index or ratio, which is a measure of the company's ability to generate revenue and the number of expenses generated.

a. [bookmark: _Toc24748217]ROA (Return on Asset)
The Return on Asset (ROA) measures the profit or loss of an investment relative to the amount of money invested. The Return on Asset is usually expressed as a percentage and is typically used to make personal financial decisions, compare a company's earnings, or compare its investment capabilities. The Return on Asset formula is as follows:
ROA = Net Profit / Average Total Assets

b. [bookmark: _Toc24748218]ROE (Return on Equity)
The return on capital (ROE) is a measure of financial performance by dividing net income by average shareholder's equity. Since net worth is equal to the company's assets minus debt, ROE can be considered as a return on net assets. In addition, ROE is seen as a measure of how management effectively uses the company's resources to generate profits.
The return on equity is expressed as a percentage term, and if the net profit and net assets are positive, it can be calculated for any business. Net profit is calculated after dividends for preferred shareholders and the interests of the lender before dividends paid to common shareholders. The return on equity formula is as follows:
Return on Equity= Net Income/Average Shareholders’ Equity

c. [bookmark: _Toc24748219]Net Income 
After taking all costs into account, the entrepreneur uses the term net income to refer to the total profit of the company. These costs may include the costs of producing products/services, taxes, operating costs, commissions, etc. Managers and contractors use net income as a basis for various calculations, estimates, and forecasts.
For example, investors, managers, creditors, etc. They use net income data to determine the efficiency of business income. By understanding the details of this basic concept, it is possible to avoid miscalculations and costly misunderstandings and to develop effective long-term strategies.
d. [bookmark: _Toc24748220]EPS (Earning Per Share)
Earnings per share (EPS), also known as net income per share, is an index that measures market prospects and is used to measure the amount of net income per share of outstanding shares. In other words, these are earnings per share if all earnings are allocated to negotiable shares at the end of the year.

Earnings per share is also a calculation that shows the profitability of a shareholder company. Then, we can compare the earnings per share of the large company with the earnings per share of the smaller company. Obviously, this calculation is strongly influenced by the number of shares outstanding. Therefore, large companies must divide their income into more shares than small businesses. The EPS formula is as follows:
Earnings Per Share (EPS) = (Net Income – Preferred Dividends) / Weighted Average Common Shares Outstanding

e. [bookmark: _Toc24748221]P/E Ratio (Price to Earnings Ratio)
The P/E ratio (P / E) is the ratio between the company's stock price and earnings per share (EPS). It is a popular relationship that allows investors to better understand the value of the company. The P/E ratio represents market expectations, and you must pay per unit for your current earnings (or future earnings, as applicable).

Profits are important when assessing the company's safety because investors want to understand the company's profitability and future profitability. In addition, if the company does not grow and the current level of earnings is the same, the Price/earnings ratio per share can be explained by the number of years that companies spend. The P/E ratio formula is as follows:
P/E Ratio = Share Price / Earnings Per Share





CHAPTER FIVE: FINDINGS AND ANALYSIS OF THE STUDY

 

[bookmark: _Toc24748225][bookmark: _Toc24748224]5.1 DESCRIPTIVE STATISTICS 
Descriptive statistics are short descriptive coefficients that summarize a given set of data, which may be a representation of the whole or sample of a population. Descriptive Statistics are divided into measures of central tendency and measures of variability (propagation). Measures of central tendency include meaning, median, and modality, while measures of variability include standard deviation, variance, minimum and maximum variables, kurtosis, and asymmetry.

	Particulars
	ROA
	Size
	Independent Members
	CEO Duality
	Expert/Professional
	Size
	Independent Members
	Expert/Professional
	Firm Size
	Leverage

	Mean
	0.084
	7.078
	1.882
	0.824
	0.529
	3.941
	1.529
	0.529
	18320672732.275
	0.134

	Standard Error
	0.013
	0.265
	0.087
	0.054
	0.071
	0.133
	0.081
	0.071
	4125166840.202
	0.012

	Median
	0.044
	7
	2
	1
	1
	4
	1
	1
	4561649116
	0.1318

	Mode
	0.001
	5
	2
	1
	1
	4
	1
	1
	#N/A
	0.004

	Standard Deviation
	0.096
	1.896
	0.621
	0.385
	0.504
	0.947
	0.578
	0.504
	29459583745
	0.088

	Sample Variance
	0.009
	3.594
	0.386
	0.148
	0.254
	0.896
	0.334
	0.254
	8.67867E+20
	0.008

	Kurtosis
	3.849
	-1.012
	-0.340
	1.101
	-2.068
	1.012
	-0.659
	-2.068
	6.536
	-0.024

	Skewness
	1.932
	0.415
	0.078
	-1.749
	-0.121
	1.004
	0.528
	-0.121
	2.542
	0.304

	Range
	0.402
	6
	2
	1
	1
	4
	2
	1
	1.22539E+11
	0.3538

	Minimum
	0.001
	5
	1
	0
	0
	3
	1
	0
	207674731
	0.001

	Maximum
	0.403
	11
	3
	1
	1
	7
	3
	1
	1.22746E+11
	0.3548

	Sum
	4.2772
	361
	96
	42
	27
	201
	78
	27
	9.34354E+11
	6.81633

	Count
	51
	51
	51
	51
	51
	51
	51
	51
	51
	51





5.2 CORRELATION MATRIX
Zero-order Correlation coefficients for all variables in the study
	Serial No.
	Particulars
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	1
	ROA
	1
	
	
	
	
	
	
	
	
	

	2
	BOD Size
	0.234
	1
	
	
	
	
	
	
	
	

	3
	Independent Members
	0.313
	0.297
	1
	
	
	
	
	
	
	

	4
	CEO Duality
	0.156
	-0.145
	0.162
	1
	
	
	
	
	
	

	5
	Expert/Professional
	0.416
	0.500
	0.139
	0.182
	1
	
	
	
	
	

	6
	Audit Com. Size
	0.493
	0.058
	0.362
	-0.029
	0.318
	1
	
	
	
	

	7
	Independent Members
	0.372
	0.144
	0.623
	0.159
	0.186
	0.423
	1
	
	
	

	8
	Expert/Professional
	0.261
	0.437
	0.139
	0.182
	0.764
	0.360
	0.186
	1
	
	

	9
	Firm Size
	-0.152
	0.376
	0.013
	0.253
	0.338
	-0.090
	0.074
	0.357
	1
	

	10
	Leverage
	0.233
	-0.405
	-0.052
	-0.078
	-0.290
	0.258
	0.329
	-0.260
	-0.435
	1


Note: Bold Coefficients are significant (P < .05)

[bookmark: _Toc24748226]The correlation statistics shows that all our variables are statistically significant while we are choosing our critical value +11 or -11. There are no variable which has not correlation with the profitability variable (when P < .05). Therefore we can conclude that there are significant correlation exist between these variables. 



5.3 REGRESSION ANALYSIS 
As we have nine types of beta and independent variable and want to find-out the influence on a single variable, a multiple regression analysis is conducted below to evaluate the impacts of independent variables on the dependent variable (Profitability variable, ROA).
SUMMARY OUTPUT

	Regression Statistics

	Multiple R
	0.713

	R Square
	0.509

	Adjusted R Square
	0.401

	Standard Error
	0.074

	Observations
	51


 
	ANOVA
	
	
	
	
	

	 
	df
	SS
	MS
	F
	Significance F

	Regression
	9
	0.232
	0.026
	4.713
	0.000

	Residual
	41
	0.225
	0.006
	
	

	Total
	50
	0.457
	 
	 
	 



	 
	Coefficients
	Standard Error
	t Stat
	P-value
	Lower 95%
	Upper 95%
	Lower 95.0%
	Upper 95.0%

	Intercept
	-0.261
	0.079
	-3.288
	0.002
	-0.422
	-0.101
	-0.421
	-0.101

	BOD Size
	0.016
	0.008
	2.012
	0.051
	-0.000
	0.032
	-0.000
	0.032

	Independent Members
	0.004
	0.026
	0.152
	0.880
	-0.049
	0.057
	-0.049
	0.057

	CEO Duality
	0.062
	0.032
	1.915
	0.063
	-0.003
	0.127
	-0.003
	0.127

	Expert/Professional
	0.081
	0.035
	2.305
	0.026
	0.010
	0.151
	0.010
	0.151

	Audit Com. Size
	0.031
	0.015
	2.138
	0.039
	0.002
	0.061
	0.002
	0.061

	Independent Members
	0.007
	0.029
	0.243
	0.809
	-0.051
	0.065
	-0.051
	0.065

	Expert/Professional
	-0.040
	0.034
	-1.179
	0.245
	-0.109
	0.029
	-0.109
	0.029

	Firm Size
	0.000
	0.000
	-1.954
	0.058
	0.000
	0.000
	0.000
	0.000

	Leverage
	0.257
	0.174
	1.474
	0.148
	-0.095
	0.609
	-0.095
	0.609





From the multiple regression results shared above, we can see that there are significant relationship between corporate governance and independent variables on the profitability or ROA variables as the Adjusted R-square is 40% as it is closer to 1 and the significance f is 0.00. The multiple regression also shows that Beta 2, 6 & 7 are less significant on profitability variables as there P-value is greater than our alpha 0.05

Moreover, we can see that the size of board of directors have significant positive relationship with profitability and shows if 1 member increase in the board of directors size, the ROA will increase at 1.60 times. CEO duality have positive relationship and 6.18% impact on ROA; Expert/Professional in the Board has significant positive relationship and have impact on 8.07%; Size of Audit committee has positive relationship and 3.12% impact on the firms profitability; Firm size has significant positive relationship on ROA and the impact is 0.00%.

[bookmark: _Toc24748227]

5.4 SENSITIVITY ANALYSIS

	Particulars
	P-value (Main Regression)
	P-value (Without Ctrl. Var.)
	P-value (Using ROE)

	BOD Size
	0.051
	0.338
	0.126

	Independent Members
	0.880
	0.966
	0.817

	CEO Duality
	0.063
	0.255
	0.251

	Expert/Professional
	0.026
	0.057
	0.086

	Audit Com. Size
	0.039
	0.007
	0.057

	Independent Members
	0.809
	0.393
	0.097

	Expert/Professional
	0.245
	0.116
	0.784

	Firm Size
	0.058
	-
	0.007

	Leverage
	0.148
	-
	0.652



From the above sensitivity analysis we can conclude that there are less significant changes available between main regression and further analysed regressions using different conditions of dependent variables.



CHAPTER SIX: RECOMMENDATION AND CONCLUSION



 

[bookmark: _Toc24748228]6.1 RECOMMENDATIONS
The chapter is prepared to suggest few ideas for the betterment of the Pharmaceuticals companies of Bangladesh as it has become the number one products of the year in 2018. To improve the profitability, we have found that there are several corporate governance variable that are related with the profitability variables, that means if the corporate governance variables can be improved, an impact will be on those profitability variables. There are few suggestions to improve the corporate governance and profitability variables.

a. First of all, the companies should follow and ensure the Bangladesh bank’s guideline of corporate governance policy in the corporate culture such as each company has to make one independent director if the company have five or less directors.
b. Better information means better decisions, and no doubt better decisions can make a company successful. Therefore, the respected board of directors of pharmaceutical companies will provide management with information that the executive director or management team deems necessary. But board of directors don't have all the same information requirements because they differ in experience, skills, and knowledge. First, directors must be able to find the answers to the questions that the management requires. Therefore, it is recommended to use an independent professional advisory policy.
c. In most cases, one of the main functions of the board is to appoint, review, process and replace (if necessary) executive directors. The relationship with the CEO/board is critical to effective corporate governance because it is the link between the board's role in determining the strategic direction of the organization and the role of management in achieving company goals.
d. The board must strike a balance between compliance (for example, compliance with codes of conduct, regulations, and laws) and board performance (for example, by developing strategies and developing policies to improve profitability and organizational performance). As part of this process, the committee must determine its location and understanding of the main functions it performs (as opposed to management's functions). These specifications may vary from one card to another. Knowing the role of the board and knowing who is doing what is going on is a great help in maintaining a good relationship between the board and management.
e. Monitoring the organization's profitability variables is the basic function of the board of directors, and legal compliance is an important aspect of the board's supervisory role. It ensures that the company's decision-making process is in line with the pharmaceutical company's strategy and the owner's expectations. To this end, it is best to identify the main drivers of profitability in the organization and develop appropriate measures to determine its success. As a board of directors, directors must establish a consistent format for the reports they control to ensure that all reportable issues are effectively reported.
f. It is now widely accepted that the board of directors plays an important role in the development and adoption of the strategic direction of the organization. The extent to which the board of directors contributes to the strategy varies from approval to development of other strategies. Each audit committee must identify the right position and clarify this understanding with management.
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The analysis of the report shows that not all the corporate governance variables have influence on the pharmaceutical firms each profitability variables. Rather, there are at least one variable of corporate governance that have direct influences on the firm’s each profitability variables. The multiple regression analysis shows that (1) Size of the board of directors has the significant impacts on the ROA, (2) Independent members from the board of directors have negative influence over the ROA, (3) Independent members and CEO duality from board of directors have positive and significantly large impact on the firms profitability, (4) The size of audit committee has significant impact on the profitability and, (5) The experts in the audit committee has significantly negative impacts on the firms profitability means when experts in AC will increase by 1 person, the firms ROA will decrease by 4.76%. However, it is found that the control variables (Total Assets and Leverage) has less impact while determining the profitability.

The project report has finally analysed the influences of corporate governance on the profitability of 17 listed pharmaceuticals companies of Bangladesh and there are also few recommendations are also provided that are shared that are given from my academic knowledge. Proper improvement of the corporate governance policy from the suggested discussions can be improve the profitability drivers of the pharmaceuticals companies.
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