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Abstract 

This study examines the influence of ownership structure and liability management on the financial performance of publicly 

listed companies in Bangladesh, specifically focusing on return on assets (ROA) and profit after tax (PAT). A balanced panel 

dataset comprising 18 listed food firms over six years (2018–2023) was used to analyze the relationships between various investor 

categories- public, institutional, director, foreign, and government investors and financial performance by employing panel data 

regression models. The findings indicate that government ownership has a statistically significant adverse impact on ROA and 

PAT, implying possible inefficiencies or political effects linked to state ownership. In addition, public, institutional, director, and 

international investors have negative although statistically insignificant correlations with firm profitability, suggesting their 

minimal impact on performance outcomes. In contrast, short-term liabilities exhibit a robust and highly significant positive 

impact on PAT (p = 0.000), underscoring the importance of effective short-term financing in augmenting profitability, whereas 

long-term liabilities are statistically negligible. The models exhibit a strong explanatory power, indicating that ownership and 

liability structure collectively account for significant changes in business performance. These findings highlight the significance 

of ownership structure and debt maturity management in influencing financial results. The study offers significant insights for 

policymakers, regulators, and corporate executives aiming to refine governance processes and capital structures to improve 

business profitability in emerging economies such as Bangladesh. 
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1. Introduction 

1.1. Background of the Study 

The stability and success of modern organizations are signifi-

cantly shaped by capital and ownership structures. Ownership 

structure is an important component of the corporate governance 

framework which refers to the distribution of a company's equity 

among various classes of shareholders and identifies the ultimate 

controllers and decision-makers because it influences monitoring 
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effectiveness, managerial control, and incentive alignment be-

tween owners and managers [49]. Literature uses a variety of ty-

pologies and among them, following are some widely referred 

ownership categories. Public shareholding refers to the propor-

tion of corporate shares owned by the public or community. 

When the public owns firm shares, it means they are willing to 

participate in the business because they have recognized its po-

tential for profitability [57]. Institutional ownership is the holding 

of shares in another business by corporate organizations. Such 

entities make capital investments for banks, insurance providers, 

and pension funds, entrusting them with significant fiduciary du-

ties that drive them to perform well [62]. Director’s ownership 

arises when executive management or the board of directors hold 

substantial stock, as insiders will be more inclined to enhance the 

company's success [17]. Foreign ownership is determined by di-

viding the equity of foreign investors by the total equity of share-

holders and the impact of foreign shareholders on business per-

formance showed that a major source of funding and technologi-

cal resources improves business performance [17]. Government 

ownership arises when the state owns a major portion of a com-

pany. However, profit is not necessarily the primary goal, such 

ownership frequently ensures a long-term perspective [47]. On 

the other side, a lot of research has been done on the capital struc-

ture decision-making process [45]. However, the vast majority of 

empirical research focuses on publicly traded corporations that 

usually provide a variety of securities for trading [16]. 

From the previous research, it is concluded that two types 

of liability specially arise in capital structure. The ratio of cur-

rent liabilities to total assets can be used to describe the 

amount of short-term debt which is defined as debt that needs 

to be paid back in full within a year including principal and 

interest and Long-term debt is used to finance an organiza-

tion's assets through long-term loans and other commitments 

that have a duration longer than a year [6]. However, In the 

current world, the debate to this day remains unresolved with 

some theoretical and empirical studies demonstrating that cap-

ital structure and ownership patterns positively affect firm per-

formance while others show no such relationship among them 

[40, 30, 27]. Similarly, the picture of Asia is also controversial 

where many researchers found a positive, negative and mixed 

association among ownership pattern, capital structure and 

firm performance [64, 67, 11]. In Bangladesh, numerous stud-

ies on ownership structure have been carried out by scholars 

who noted that there should be a negative correlation between 

business performance and the degree of shareholding diffuse-

ness [65]. Ownership structure has a mixed effect on DSE30-

listed companies in Bangladesh where ROA increases with 

foreign and sponsor ownership but decreases with institutional, 

government, and family ownership, and Tobin's Q is ad-

versely impacted by government and family ownership [40]. 

However, food sector is a vital part of Bangladesh’s econ-

omy which significantly contribute to employment, food se-

curity, and GDP of this developing country. The agro and 

food-processing sector accounts for roughly 1.7% of the coun-

try's GDP, while the larger agriculture and related sector make 

up over 10.9% in FY2024–2025, according to the Bangladesh 

Investment Development Authority [12]. Thus, it is clear that 

Bangladesh's food industry has been essential to the nation's 

economic growth, and as such, its continued survival is signif-

icant. Profitability is one of the most important criteria for 

evaluating the viability and performance of any industry [44] 

because increased profitability shows that a business can raise 

sufficient capital. Since, previous researchers have not con-

ducted broad research on Bangladesh’s food industry, a cru-

cial question arise as how different ownership and capital 

structures impact business stock returns, profitability, growth, 

and financial performance. For this reason, this paper aims to 

explore the effect of ownership structure and liability manage-

ment on financial performance of food sector, an emerging 

market, such as Bangladesh which has not been focused on 

before. There is still a pressing demand for more research in 

this area even though researchers have contributed to signifi-

cant progress in understanding the efficacy of capital and 

ownership policies over the past few decades. Since, several 

empirical evidence found that the results have been inconclu-

sive in investigating the role of ownership and capital struc-

ture on performance of the firm [51]. This study investigates 

how ownership and liability structure affect business perfor-

mance. 

1.2. Objectives of the Research 

The main purpose of the study is to investigate the impact 

of ownership and liability structure on firm performance of 

listed food companies in Bangladesh, specifically focusing on 

return on assets (ROA) and profit after tax (PAT) over the pe-

riod 2018–2023. Other sub-objectives are: 

1) To investigate the impact on ROA and PAT of directors' 

ownership, government ownership, institutional owner-

ship, foreign ownership, public ownership and capital 

structure. 

2) To examine the influence of liability structure on firm 

profitability of food companies. 

2. Review of Literature and Hypothesis 

Development 

The prior literature on the impact of ownership on firm per-

formance presents a range of contrasting theoretical perspec-

tives and empirical findings. The ownership structure is the 

unique and fundamental mechanism of corporate governance 

[68]. Also, it has been a topic of debate among scholars 

whether there is any connection between it and company per-

formance. The primary categories of ownership include public 

ownership, institutional ownership, director’s holdings, gov-

ernment ownership and foreign ownership. 
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2.1. Public Ownership and Firm Performance 

Improved governance and resource allocation are key fac-

tors in determining firms’ financial performance and this per-

formance is heavily influenced by public investors. Non-in-

sider institutional and public investors often monitor firms 

closely which address agency concerns and enhance perfor-

mance, as evidenced in Bangladesh and other emerging mar-

kets [2]. Prior studies have found that firms with a significant 

number of public investors can lead to better-quality market 

performance and profitability and have a greater tendency to 

exhibit high levels of financial transparency and reporting 

standards [21]. Similarly, Increased interaction with public 

shareholders may reduce a company's cost of capital and min-

imize information frictions, which improves market value and 

financial performance [33]. In contrast, a prior literature found 

that, a higher proportion of public shareholders is associated 

with less favorable accounting performance and liquidity ef-

fects that are consistent with weaker governance [43]. Also, 

an examination on ownership structure and board characteris-

tics also demonstrates that dispersed public ownership fre-

quently falls short of adequate board supervision, having neg-

ligible or negative effects on profitability across a range of cri-

teria [58]. Another empirical evidence shows that in listed 

manufacturing firms in Bangladesh the distribution of owner-

ship linked with lower performance in terms of return on as-

sets [59] whereas better governance practices are often sought 

after by public investors. From the discussion above, the hy-

pothesis can be developed in such a way: 

H1. There is a positive relationship between public owner-

ship and firm performance. 

2.2. Institutional Ownership and Firm 

Performance 

Institutional investors expand firm performance by reduc-

ing costs and aligning managers’ goals with shareholders’ in-

terests, [19]. A study examines how institutional ownership af-

fects the financial performance of 150 publicly traded Nige-

rian companies between 2014 and 2023 using a random effects 

model and the finding represents a strong and positive corre-

lation between institutional ownership and firm performance 

[35] as determined by return on assets (ROA) [70]. Another 

study found a correlation between institutional ownership and 

ROA as well as stock returns, highlighting the crucial role of 

public investors in boosting profitability and market valuation 

[23]. Furthermore, Institutional ownership brings benefits 

such as improved corporate governance, effective boards, 

transparent financial statements, and disciplined capital allo-

cation [22]. In Addition, sustainable institutional investors 

“walk the talk” by fostering green innovation [20]. In contrast, 

prior research reveals that institutional ownership negatively 

influences firm performance, using 396 firm-year observa-

tions and multiple panel data regressions [61]. Furthermore, 

according to the study, which is based on 200 observations 

from DSE-listed pharmaceutical and chemical companies in 

Bangladesh between 2013 and 2022, Institutional ownership 

is strongly and favorably correlated with business perfor-

mance [59] whereas [24] report that institutional ownership 

has negative impact on firm performance, investigating how 

ownership forms affect the performance of 324 financial insti-

tutions in Bangladesh. Therefore, from the empirical studies 

we posited: 

H2. There is a positive relationship between Institutional 

ownership and firm performance. 

2.3. Director’s Ownership and Firm 

Performance 

Directors or top managers who own shares can help im-

prove company performance. Previous studies have presented 

unstable findings regarding the impact of director’s ownership 

on firm performance [17]. The study, which uses data from 

Bangladeshi companies listed on the DSE30, concludes that 

sponsor ownership has a positive correlation with return on 

assets (ROA) [40]. According to [57], director ownership has 

a significant and positive relation with financial performance 

whereas another study shows that there is no significant rela-

tionship between firm performance and director ownership [7]. 

Some research finds that higher director’s ownership gives 

rise to enhanced firm performance and producing a positive 

relationship [8, 51]. Additionally, based on a sample of 112 

publicly traded Malaysian companies in 2006, the study con-

cludes that managerial ownership significantly and favorably 

affects firm performance as determined by return on assets 

(ROA) [39]. However, other empirical research reports a neg-

ative relationship showing argument that managers maintain-

ing a large ownership stake may be more focused on their own 

interests than the interests of external shareholder’s and as a 

result this leads to diminishing firm performance [46]. Also, 

in a study it is reported that managerial ownership signifi-

cantly and negatively affects the performance of Nigerian 

listed companies [60]. Thus, the hypothesis can be developed 

in such a way: 

H3. There is a positive relationship between Director’s 

ownership and firm performance. 

2.4. Foreign Ownership and Firm Performance 

Foreign investors participation in a company’s capital 

structure usually receives favorable feedback from prospec-

tive investors. In a prior study, [24] examined the top 50 listed 

firms in Bangladesh from 2015 to 2019 and the result repre-

sent that foreign ownership has a positive and significant ef-

fect on firm performance. In addition, foreign ownership in-

creases firm performance and eradicates agency problems 

[50]. Moreover, Numerous prior research investigations have 

consistently demonstrated a positive correlation between for-

eign ownership and business performance [38]. On the other 

hand, investigating the impact of shareholding structure on the 
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performance of listed conglomerate firm in Nigeria, it was dis-

covered that foreign ownership had no significant effect on 

performance [60]. However, [24] found that foreign stock-

holdings are positively and significantly correlated with both 

market and accounting performance measurements. In con-

trast [63] examined manufacturing companies in Indonesia 

and discovered that there is no significant positive effect on 

financial performance due to foreign ownership. However, ac-

cording to a study of 264 non-financial companies registered 

on the Indonesia Stock Exchange, firm performance (ROA 

and ROE) is significantly improved by foreign ownership [55]. 

However, foreign investors perform careful evaluations be-

cause of their limited information access when compared to 

their domestic investors before investments. Based on these 

opinions, the study proposes that: 

H4. There is a positive relationship between foreign owner-

ship and firm performance. 

2.5. Government Ownership and Firm 

Performance 

The government ownership describes a situation in which 

the government controls share of a business and appoint a 

number of powerful representatives to its board of directors 

[38]. The analysis of 324 financial enterprises listed on the 

DSE reveals a positive relationship between government own-

ership and ROE, emphasizing the impact of ownership struc-

tures on business performance [31]. Another study finds a U-

shaped relationship between government ownership and firm, 

using data from 47 countries [42]. Similarly, using meta-anal-

ysis, previous research examined the relationship between 

ownership structure variables and business performance in the 

Middle East, and the main conclusions indicate that the ma-

jority of ownership structure variables (for example: govern-

ment ownership) have a strong positive correlation with firm 

performance [9]. In contrast, a previous study examines how 

board composition and ownership structure affect business 

performance in developing market economies with an empha-

sis on Bangladesh and the findings indicated that government 

ownership and business performance metrics like ROA, ROE, 

and TOBINQ were statistically negatively correlated [40]. 

Government ownership has been demonstrated to have signif-

icant and positive influence on business performance [14] 

whereas [57] report that both are negatively correlated. How-

ever, when the government seems to utilize firms’ wealth for 

its own ends, government ownership sometimes negatively af-

fects firms’ performance because investors have traditionally 

seen it as controversial [71]. Another Prior study found a pos-

itive and significant relationship between government owner-

ship and firms’ market performance [38]. In contrary, based 

on these discussions, we posited: 

H5. There is a positive relationship between government 

ownership and firm performance. 

 

2.6. Short Term Liability and Firm 

Performance 

Short-term liabilities provide firms with the necessary 

working capital to support operational activities, manage li-

quidity efficiently and invest in growth opportunities [48]. In 

a prior study, [26] examined listed manufacturing firms in Ni-

geria and report that short term debt positively influences firm 

performance. On the other hand, it has been shown that the 

short-term debt coefficient for ROA and short-term debt in the 

random effects model is negative and a statistically significant 

factor in predicting ROA [54]. Another study on Chinese 

small and medium-sized enterprises (SMEs) indicates that 

short-term debt (STD) has a favorable and significant effect 

on company performance, as assessed by return on equity [52]. 

Similarly, a previous study of listed agricultural enterprises in 

Nigeria (2014-2023) using robust least squares regression re-

veals that current liabilities have a positive and substantial in-

fluence on market value [26]. However, a study of industrial 

firms listed on the Ghana Stock Exchange (2015-2023) re-

veals a significant negative association between short-term 

debt and firm performance as assessed by return on assets [4, 

41]. Moreover, using data from 78 DSE-listed enterprises 

from 2017 to 2021, it was discovered that short-term debt pos-

itively and substantially associated to ROE at the 1% signifi-

cance level (Ahmed et el., 2024) whereas another empirical 

analysis of 8,459 observations from 769 Vietnamese listed 

businesses (2012-2022) reveals that short-term debt ratios 

have a negative impact on firm performance [4, 18]. Therefore, 

from this discussion we assert, 

H6. There is a positive relationship between short-term lia-

bility and firm performance. 

2.7. Long Term Liability and Firm Performance 

Long-term liabilities refer to the financial obligations that 

the organization is not expected to pay off within one year [56]. 

Loans, bonds, leases, and pension obligations are examples of 

long-term liabilities that are vital component of company's 

capital structure and provide funding for significant expendi-

tures that support long-term growth. Non-current liabilities 

had a favorable and statistically significant impact on the mar-

ket value of Nigerian listed agricultural companies [10]. Like-

wise, [52] found a considerable impact on a company's suc-

cess exerted by long-term debt, indicating that if long-term li-

abilities are used effectively, it may be beneficial. In the same 

way, it is also found that, long-term debt has a favorable and 

statistically significant effect on the performance of Nigerian 

consumer goods enterprises, which support the idea that long-

term financing promotes growth and stability [1]. Furthermore, 

Long-Term Debt Financing (LTDF) has a positive and signif-

icant influence on Net Assets Per Share (NAPS), which 

demonstrates its function in improving business performance 

and directing investment choices [26]. In contrast, Ahmed et 

al., [4, 34] found that long-term debt considerably reduces 
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shareholder value in Nigerian oil and gas companies suggest-

ing that the market impact of long-term debt is largely depend-

ent on the sectoral dynamics and the goal for which it is used. 

Furthermore, [25] noted that long-term debt has an adverse 

impact on market value in capital-intensive companies, em-

phasizing the dangers of fixed financial commitments and 

debt burden. Despite these contrasting findings, Juwono & 

Santoso [37] observed that companies that used bond financ-

ing had higher values because structured debt markets provide 

clarity and investor trust. Therefore, based on previous study, 

the hypothesis can be developed in such a way: 

H7. There is a positive relationship between long-term lia-

bility and firm performance. 

2.8. Conceptual Framework 

From literature reviews, the following conceptual frame-

work is developed: 

 
Figure 1. Conceptual Framework. 

3. Methodology 

3.1. Sample Data Sources and Collection 

Method 

The nature of the research is quantitative. Data employed in 

the study were derived from annual reports of Food and Allied 

firms listed on Dhaka stock exchange and ranges from 2018 

to 2023. From 21 listed food firms, three firms were deleted 

due to unavailability of data from 2018. For analyzing the data, 

we used descriptive statistics, correlation and regression 

techniques. 

3.2. Variables Definition 

Based on the literature review, the researcher found some 

factors that represent ownership, liability and firm perfor-

mance. The explanatory independent variables are public 

ownership, institutional ownership, director's ownership, for-

eign ownership and govt. ownership, short term liability, long 

term liability while return on assets and profit after tax are the 

dependent variable. 

Table 1. Summery for terms of variable measurement. 

Variables Symbol Details Explanation 

Dependent Variables 

Return on Assets ROA Profit after tax divided by shareholders' Assets 

Profit After Tax PAT net profits of the company after deduction of taxes 

Independent Variables 

Public Ownership PO Ratio of shares held by public investors 

Institutional Ownership IO Ratio of shares held by institutional investors 
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Variables Symbol Details Explanation 

Director's Ownership DO Ratio of shares held by Director's holdings 

Foreign Ownership FO Ratio of shares held by foreign investors 

Govt. Ownership GO Ratio of shares held by Govt. Investors 

Short term liability STL Total current liabilities of the firm payable within a year 

Long term liability LTL Total non-current liabilities of the firm payable after one year 

Firm Age F_age The number of years since the firm's incorporation 

Covid 19 Covid_19 A dummy variable (0/1) to indicate the pre/post-pandemic (0) and pandemic (1) periods 

 

3.3. Regression Models 

The models used are in line with past studies on the impact 

of firm size and shareholdings. A popular statistical technique 

known as regression analysis is used to determine the relation-

ship between one dependent variable and one or more inde-

pendent variables [29]. Thus, the models used in this study are 

the following: 

Model 1: 

Y(ROAit)= α + b1POit + b2IOit+ b3DOit +b4Foit +b5Goit 

+B6 STLit +B7LTLit + B8F_age+B9Covid_19+ εi,t 

Model 2: 

Y(PATit)=α + b1POit + b2IOit+ b3DOit +b4Foit +b5Goit +B6 

STLit +B7LTLit + B8F_age+B9Covid_19+εi,t 

4. Data Analysis and Results 

4.1. Descriptive Statistics 

Table 2. Showing the descriptive statistics. 

Variables Minimum Maximum Mean Std. Deviation 

ROA -571.90 65.54 -17.6372 70.95346 

PAT -7.14E8 1.79E10 8.1473E8 3.24014E9 

PO .01 .85 .4149 .20868 

IO .00 .47 .1280 .10974 

DO .00 .99 .3740 .22691 

FO .00 .44 .0283 .08265 

GI .00 .51 .0594 .16035 

STL 2437128.00 4.04E10 2.4917E9 6.66454E9 

LTL -4.21E9 9.82E9 7.9149E8 1.92290E9 

F_age 7 51 27.888889 9.087666 

Covid_19 0 1 0.333333 0.474045 

Source: Authors Calculation based on annual reports. 

Firm Performance: Table 2 represents overview of the de-

scriptive statistics of all variables. During the research period, the 

average ROA for Food firms was -17.6372, with the highest at 

65.54 and the lowest at almost -571.90. For this time, PAT ranged 

from -7.14E8 to 1.79E10, with an average of 8.1473E8. In terms 

of sample variation, the standard errors of ROA and PAT were 
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70.95346, and 3.24014E9, respectively. 

Ownership Structure: According to Table 2, the public own-

ership is the largest shareholder, holding the highest percent-

age of average value 41.49%, with minimum value of 1% and 

the maximum value is 85%. On the other hand, director’s 

ownership is in second place with an average value of 37.40%, 

with observed values spanning from a minimum of 0% to 

maximum 99%. Since the founders of a company are its spon-

sors and directors, they tend to prioritize holding a larger por-

tion of share as a corporate standard. However, institutional 

ownership occupies third position with the mean value of own-

ership 12.80%, where the minimum value varying between 0% 

and 47%. Institutional owners always grab investment possibili-

ties in a variety of companies since they are concerned with safety 

and the necessary return. Our findings show that foreign and gov-

ernment ownership are almost identical, with average ownership 

rates of 2.83% and 5.94%, respectively. Thus, the lower govern-

ment ownership can be associated to the government's emphasis 

on state-run enterprises rather than other commercial firms, but 

minimal foreign ownership may be due to motives such as mac-

roeconomic stability, long-term goals, and investor safety con-

cerns. 

Liability Composition: The short-term liability (STL) has 

an average value of 2.4917E9 and ranges between 2437128 to 

4.04E10, whereas the mean of the long-term liability (LTL) is 

7.9149E8 and ranges between -4.21E9 to 9.82E9. 

However, firm age has an average value of 27.888889 

where the minimum and maximum values are 7 and 51 respec-

tively with a standard deviation 9.087666. The mean value of 

Covid_19 is 0.333333 with standard deviation 0.474045 and 

minimum and maximum values are 0 and 1 respectively. 

4.2. Correlation Matrix 

Table 3. Showing the correlation matrix. 

Variables PO IO DO FO GO STL LTL F_age Covid_19 

PO 1         

IO -.383** 1        

DO -.702** .124 1       

FO -.429** .149 .074 1      

GO .121 -.419** -.576** -.125 1     

STL -.418** .060 .288** .297** .035 1    

LTL -.345** .043 .238* .186 .069 .778** 1   

F_age 0.0375 -0.4403** 0.1381 -0.02011 0.0605 0.00907 -0.0652 1  

Covid_19 -0.0198 0.05821 -0.01201 0.00386 0.0000 0.00179 -0.0041 -0.000 1 

Source: Authors Calculation based on annual reports. 

The Pearson correlation matrix has been employed to ana-

lyze the connections among the independent variables in Ta-

ble 3. The findings show that determinants of ownership struc-

ture and indicators of debt financing exhibited various degrees 

of correlation here. Public ownership (PO) has a significant 

negative correlation with institutional ownership (IO) (r= -

0.383, p <0.01), director ownership (DO) (r= -0.702, p <0.01), 

foreign ownership (FO) (r = -0.429, p <0.01), short-term lia-

bilities (STL) (r= -0.418, p <0.01), and long-term liabilities 

(LTL) (r = -0.345, p <0.01). These findings indicate that en-

terprises with larger public ownership have lower concentra-

tions of other ownership types and leverage levels. Also, In-

stitutional ownership (IO) and government ownership (GO) 

have a significant negative correlation (r = -0.419, p < 0.01) 

which indicate a substitution effect between institutional and 

government participation in firm equity. Additionally, IO has 

minor positive relationships with director ownership (r = 

0.124) and foreign ownership (r = 0.149), but these are not 

significant statistically. Similarly, the correlation between di-

rector ownership (DO) and government ownership is signifi-

cantly negative (r = -0.576, p < 0.01), whereas it is positively 

associated with both short-term (r = 0.288, p < 0.01) and long-

term (r= 0.238, p < 0.05) liabilities. Thus, it suggests that busi-

nesses that have more directors may depend more on debt fi-

nancing. Furthermore, Foreign ownership (FO) positively cor-

related with both short-term (r= 0.297, p <0.01) and long-term 

(r= 0.186) liabilities, indicating that foreign investors are more 

interested to invest in companies that use moderate amounts 

of leverage. However, a significant positive connection (r= 

0.778, p <0.01) is seen between short-term liabilities (STL) 
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and long-term liabilities (LTL), suggesting that companies 

with larger levels of short-term debt are also likely to have 

higher levels of long-term commitments. Firm age has a 

strong negative correlation with Institutional ownerships with 

co-efficient (r= -0.4403, p <0.01). In contrast, Covid 19 does 

not have any significant effect on other variables here. Overall, 

even though some variables show moderate correlations, all 

of the coefficients remained below the crucial 0.80 threshold 

[28], indicating that multicollinearity is not a significant issue 

and that the variables can be reliably included in further re-

gression analyses. 

4.3. Test of Autocorrelation and Multicollinearity 

Table 4. Showing the Multicollinearity and Auto Correlation Statistics Using VIF. 

Variables 

Collinearity-Statistics Collinearity-Statistics 

Tolerance VIF Tolerance VIF 

PO .621 1.610 .288 3.478 

IO .781 1.280 .794 1.260 

DO .542 1.846 .417 2.398 

FO .854 1.171 .674 1.484 

GO .486 2.058 .486 2.058 

STL .201 4.972 .203 4.927 

LTL .221 4.515 .222 4.512 

Covid_19 .995 1.005 .995 1.005 

F_Age .638 1.568 .638 1.568 

Dependent Variable ROA PAT 

Durbin-Watson Statistics 1.818 1.837 

Source: Authors’ Calculation based on annual reports 

Table 4 shows the tolerance and variance inflation factor 

(VIF) values for all independent variables in the ROA and 

PAT models. A tolerance value less than 0.10 or a VIF more 

than 10 suggests the possibility of multicollinearity concerns 

[29]. The results reveal that all variables had tolerance values 

more than 0.10 and VIF values remained far below 10, indi-

cating that the independent variables do not exhibit significant 

multicollinearity. Although VIF values for short term liabili-

ties (STL) and long-term liabilities (LTL) are considerably 

higher (4.972 and 4.515, respectively, in the ROA model), 

they remain within an acceptable range, indicating considera-

ble but not severe collinearity. In addition, the ROA and PAT 

models' Durbin-Watson statistics were 1.818 and 1.837, re-

spectively, which are falling within the acceptable range of 1.5 

to 2.5, suggesting that neither regression model's residuals 

have a substantial autocorrelation issue. Furthermore, in ROA 

and PAT models, F_age and Covid_19 show no collinearity 

issues with Tolerance values of (.638,.995) and VIFs of (1.568, 

1.005) respectively, which confirm their independence as re-

liable controls for experience-based stability of the firm’s and 

pandemic effects in firm performance. 

4.4. Regression Results 

In Table 5, the results of multiple regression using the 

"pooled OLS", and "random effects (RE)" models are pre-

sented. The Breusch and Pagan LM test validate the random 

effects model’s reliability over pooled OLS method which re-

vealed significant effects for both ROA (χ² = 219.09, p < 0.01) 

and PAT (χ² = 2092.88, p < 0.01) whereas the Hausman test 

results for ROA (χ² = 2.47, p = 0.6502) and PAT (χ² = 3.68, p 

= 0.4732) were not statistically significant and indicate that 

the random effects model is reliable and suitable for interpre-

tation the findings. With R² values of 0.6866 for ROA and 

0.9798 for PAT, both models exhibit a strong explanatory 

power, explaining 69% and 98% of performance variation, re-

spectively. However, the F-statistics are statistically signifi-

cant in both models (F7,100) = 31.30, p < 0.01 for ROA; 

F(7,100) = 691.56, p < 0.01 for PAT), suggesting that the com-

bined effect of the included independent variables on business 

performance is statistically significant. 
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Table 5. Showing the regression results using panel regression models. 

 Model 1 Model 2 

Model OLS Random OLS Random 

Variable ROA ROA PAT PAT 

PO 
-53.94621 

(-0.26) 

62.68 

(0.62) 

4.61e+08 

(-0.19) 

-2.02e+09 

(-0.84) 

IO 
-28.38166 

(-0.14) 

91.40 

(0.89) 

3.80e+08 

(-0.16) 

-1.94e+09 

(-0.82) 

DO 
-42.51692 

(-0.21) 

61.17 

(0.60) 

1.57e+08 

(0.07) 

-1.63e+09 

(-0.69) 

FO 
20.64185 

(0.10) 

99.77 

(0.98) 

3.99e+08 

(0.16) 

-5.76e+08 

(-0.25) 

GO 
-390.31330* 

(-1.87) 

-.0387991** 

(-2.25) 

3.46e+09 

(-1.43) 

-5.19e+09** 

(-2.17) 

STL 
4.48e-09*** 

(3.26) 
1.09e-09 (2.29)** 

0.4625426*** 

(28.99) 

.447663*** 

(27.56) 

LTL 
1.93e-08*** 

(4.40) 

-2.82 e-09 

(-1.62) 

0.0190812 

(0.37) 

.0606256 

(1.26) 

F_Age 
.3605*** 

(3.24 ) 

.160 

(1.02) 

4.72e+07 

(1.41) 

1.09e+07 

(1.62) 

Covid_19 
-5.069** 

(-2.59) 

-4.312*** 

(-2.73) 

-3.59e+08 

(-0.61 ) 

-5.33e+07 

(-0.57) 

Breusch and pagan 
Waldchi2(7)=219.09 

Prob> chi2=0.0000 

Waldchi2(7)=2092.88 

Prob>chi2=0.0000 

Hausman-Test 
Chi2 = 2.47 

Prob> Chi2=0.6502 

Chi 2=3.68 

Prob> Chi2 =0.4732 

R2 0.6866  0.6798  

F Test 
F(7,100)=31.30 

Prob> F=0.0000 
 

F (7,100)=691.56 

Prob >F=0.0000 
 

N 108 108 108 108 

Group 18 18 18 18 

Source: Authors Calculation based on Annual Reports. 

Note:- *, **, and *** are showing significance level at 10%, 5%, and 1%, respectively. 

Each model examined the interplay between the ownership 

structure indicators (PO, IO, DO, FO, GO), Composition of 

liabilities indicators (STL and LTL) and company perfor-

mance (ROA and PAT). The results of Model 1, as presented 

in Table 5, indicate that the govt. ownership (GO) has a nega-

tive and statistically significant impact on ROA at the 10% sig-

nificance level (t = -1.87) in OLS and Random effects indicating 

that a higher government shareholding is associated with low 

profitability. However, when examining the short-term liability 

(STL) and long-term liabilities (LTL), the estimation results 

show a strong and significant positive relationship with ROA (t = 

4.48 and t=4.40) in OLS regression model. There is no significant 

impact on ROA fluctuations of other ownership variables such as 

PO, IO, DO, and FO. Moreover, ROA is positively impacted by 

company age at 0.3605*** (OLS, t=3.24) and 0.160 (random, 
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t=1.02), suggesting that older businesses generate better re-

turns on assets. Covid_19 has a negative impact on ROA at -

5.069** (OLS, t=-2.59) and -4.312*** (random, t=-2.73), re-

flecting losses in profitability brought on by the pandemic. 

In contrast, Model 2 (PAT) showed similar findings. When 

the Random Effects model have employed, the government 

ownership (GO) is still significant and present a negative re-

lationship with firm performance (β = -5.19e+09, t = -2.17), 

which support the idea that government intervention may re-

duce profitability. However, short-term liabilities (STL) show 

a strong positive correlation with PAT (β = 0.447663, t = 

27.56) and indicating that firms can enhance profitability by 

employing short-term financing successfully. On the other 

hand, long-term liabilities (LTL) are positively correlated but 

statistically insignificant. Additionally, PAT regressions show 

negligible impacts of Covid-19 (t=-0.57 to -0.61) and firm age 

(t=1.41-1.62), suggesting that maturity and pandemic shocks 

do not influence absolute profits in these models. Overall, the 

results demonstrate that government ownership continuously 

has a negative impact on financial performance, even when 

most ownership variables do not significantly affect it. Firm 

profitability is significantly influenced by capital structure 

variables, especially short-term liabilities. 

5. Discussion 

The study proved that government ownership negatively in-

fluences the profitability of the food firms in emerging mar-

kets. Thus, firms that have much government shareholder can 

hurts firms’ financial performance [53] and the outcome con-

tradicts the hypothesis drawn from agency theory (Hypothesis 

5). The reason could be that government representatives ap-

pointed to managerial positions through political channels ra-

ther than merit-based criteria, may lack the requisite profes-

sional expertise, managerial competence, or genuine commit-

ment needed to execute their responsibilities effectively [36, 

71]. Thus, when government ownership increases, the corpo-

ration may experience weakened financial performance be-

cause management may prioritize political aims over profita-

bility [66]. However, according to the results of pooled panel 

regression analysis, short term liability (STL) is correctly 

signed in line with the presumed expectation. Short-term lia-

bility shows a positive effect on profitability which is meas-

ured by PAT, in both the OLS and Random-effects regressions, 

as reflected in their respective coefficients of 0.4625426 and 

0.447663. According to [13], organizations that rely heavily 

on short-term liabilities are more likely to be profitable. Con-

versely, long-term liabilities do not exert any significant effect 

on firm performance according to the pooled regression anal-

ysis in the study where the coefficients are 0.0190812 

and .060625 respectively. Thus, long-term borrowing may not 

effectively impact on firms’ profitability due to ineffective al-

location of borrowed funds, higher financing costs, or long 

project cycles which is in line with the agency theory [3]. 

However, long-term investments require effective loan utili-

zation to create enough earnings to repay loans, cover costs, 

and distribute surpluses [69]. Furthermore, Firm age posi-

tively increases ROA but it has negligible effects on PAT, 

while Covid-19 exerts a strong negative impact on ROA but 

stays non-significant for PAT, which highlighting their diver-

gent roles as controllers in ownership-performance dynamics 

for Bangladeshi food firms. 

6. Conclusion 

This study focused on food firms listed on Bangladeshi 

stock market to examine the impact of different ownership and 

capital structure measures on firm financial performance dur-

ing 2018 to 2023. This study concludes that four of the five 

ownership structure variables, public ownership, director 

ownership, institutional ownership, and foreign ownership, 

are not significantly associated with financial performance, 

whereas the remaining variable, government ownership, is 

negatively and significantly associated with financial perfor-

mance. That means, the higher the government ownership, the 

financial performance will decrease. Therefore, the negative 

relationship between government ownership and financial 

performance suggests that government-controlled firms may 

operate differently from those with other ownership types. In 

Bangladesh, while an effective ownership structure is in-

tended to foster swift decision-making, in case of driving ef-

ficiency and stronger financial outcomes, state-run enterprises 

often contend with inefficiencies, bureaucratic hurdles, and 

unresponsive management practices [32], which can contrib-

ute to their relatively lower performance [5, 15]. Additionally, 

it was found that short-term debt would play important roles 

in a firm’s financial performance (measured by ROA and 

PAT). On the contrary, long-term liabilities do not present a 

notable effect on dependent variables except in OLS model, 

since their costs and risks may diminish potential benefits and 

limit their positive impact on profitability. However, when the 

board of directors propose financial strategies, ownership con-

figuration and debt management are meaningful factors to 

them in an effort to maximize profit. This study contributes by 

providing empirical evidence on the relationship between 

ownership and liability structure and firm performance in 

Bangladesh, which extend both existing theory and inform fu-

ture research. Also, the outcomes of the study may hold im-

portance for policymakers, regulators & business leaders in 

Bangladesh’s food industry. Though government ownership 

typically has a negative impact on financial performance, to 

decrease the financial disadvantages associated with state 

ownership, it's crucial to eliminate bureaucratic inefficiencies 

and enhance corporate governance standards for state-owned 

enterprises. Besides, executives or managers may consider 

utilizing short-term financing, since it provides greater plan-

ning flexibility and enhances value performance compared to 

long-term debt, especially during non-recession periods. The 

investigation offers important insights for creating better plans 
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that encourage effective decision-making, transparency, and 

sustainable growth thereby ultimately encouraging stronger 

economic growth in this sector. 

Despite its significant contribution to Bangladesh's food 

sector, the present study has certain limitations that need to be 

addressed. Firstly, the findings include only publicly traded 

Bangladeshi food firms’ and generalizing them to other set-

tings, such as a private sector or foreign restaurant markets, 

should therefore be done cautiously. Still, our findings can 

provide managers with insights to make decisions in shaping 

its ownership structure and debt financing. Moreover, future 

researchers can widen their research scope by incorporating 

additional years of data, variables not addressed in this study, 

various models or industries, and make new expansions in 

ownership structure and Liability management related issues. 
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