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IMPACT OF CORPORATE GOVERNANCE MECHANISMES ON
FINANCIAL PERFORMANCE: EVIDENCE FROM MALAYSIAN BANKS

Djellali Yakouta , Bradji Sabah

Abstract: Many studies have concluded that corporate governance has a
significant impact on the financial performance of banks, and consequently on
overall financial stability. This study investigates the influence of corporate
governance mechanisms—specifically board size, board activity, board
independence, CEO duality, board committees, and audit committee
independence—on banks' financial performance. Financial performance is
operationalized using key indicators such as return on equity (ROE), return on
assets (ROA), and net interest margin (NIM). Data for the analysis were
obtained from the annual reports of eight Malaysian banks, covering the period
from 2006 to 2023.The study suggests that corporate governance mechanisms
have a multifaceted impact on bank performance. The regression results
indicate that board size, board activity, board committee sand audit committee
independence influence ROE and NIM,; whereas board independence and CEO
duality do not consistently affect performance across the models. The study
highlighting the need for a balanced governance approach to oversee risks
while maintaining efficient operations. The findings offer important managerial
implications by highlighting the specific corporate governance mechanisms that
influence various dimensions of bank performance, and they contribute to the
theoretical literature by elucidating the complex, multidimensional impacts of
these mechanisms on profitability, operational efficiency, and interest income
management.

Keywords: Corporate governance mechanisms, bank performance, board size,
audit committee, Malaysia

JEL classifications: G210, G3, G34
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1 INTRODUCTION

Corporate governance has emerged as a critical concept in both advanced and
emerging economies over the past few decades due to its role in enhancing
performance quality and excellence. Weak corporate governance practices,
including the failure of boards of directors to prioritize stakeholder interests,
have frequently been linked to the pooe performance of financial institutions.
(Aebi, Sabato, & Schmid, 2012); (Beltratti & Stulz, 2012); (Erkens, Hung, &
Matos, 2012). The 2008 global financial crisis, which led to the collapse of
multiple banks, prompted international institutions such as the International
Monetary Fund, the World Bank, the Organization for Economic Cooperation
and Development, and the Basel Committee to emphasize the need for the
banking sector to strengthen its internal governance frameworks. These
financial crises have significantly influenced the development of legislation and
regulatory frameworks governing banking operations, particularly in shaping
corporate governance structures (Tourani — Red & Lngely, 2010). However,
governance frameworks vary across countries due to differences in
institutional, legal, and economic environments. Corporate governance is
fundamentally concerned with the mechanisms by which firms are directed
and controlled, often giving rise to agency problems that stem from the
separation between ownership and management. According to (Muhammad,
Hayat, Igbal, & Khan, 2016)the board of directors serves as a crucial mechanism
in corporate governance. Effective corporate governance mechanisms within
financial institutions are expected to foster management structures capable of
mitigating excessive risk-taking and responding to financial challenges, thereby
contributing to overall financial stability (Karamanou & Vafeas, 2005).
Moreover, corporate governance is regarded as an essential component of
market discipline, driving increased demand for robust governance frameworks
from investors and other financial market participants. Regulatory bodies have
addressed these challenges by enacting corporate governance reforms across
various jurisdictions. In the United States, for example, the Sarbanes-Oxley Act
(2002) was implemented to strengthen corporate accountability, while in the
United Kingdom, corporate governance codes such as the Combined Code of
Corporate Governance (2003) serve as best practice guidelines, exerting
indirect legal influence through stock exchange listing requirements. In the
banking sector, the Basel Il framework has been widely adopted by developing
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and emerging economies as a means to enhance corporate governance
standards.

This study seeks to contribute to the existing body of knowledge on corporate
governance by examining the impact of various governance mechanisms on the
financial performance of banks in Malaysia.Specifically, the research seeks to
assess the ability of Malaysian banks to implement corporate governance
practices to enhance efficiency. Furthermore, the study examines the role of
the prevailing corporate governance regulatory framework in shaping the
financial performance of Malaysian banking institutions. To achieve these
objectives, a representative sample of eight commercial banks from 2006 to
2023 is analyzed. The study employs multiple measures of bank financial
performance to ensure the robustness of the empirical findings. Four
alternative proxies for bank performance—net interest margin, return on
average equity, and return on average assets—are utilized to document and
analyze the relationships derived from empirical applications within the
dataset. Empirical results are generated using three widely recognized
econometric techniques: pooled Ordinary Least Squares (OLS), Random
Effects, and the Generalized Least Squares (GLS) method. This methodological
approach facilitates comparative analysis, enables the validation of
econometric techniques, and ensures the robustness of empirical findings. The
results indicate that, for the Malaysian banking sector, the GLS methodology
outperforms both pooled OLS and Random Effects models in addressing
classical econometric challenges associated with dynamic panel data and socio-
economic variables, such as endogeneity, simultaneity.

The paper is organized as follows. Section 1 reviews the relevant literature and
articulates the empirical hypotheses regarding corporate governance
mechanisms. Section 2 describes the sample, variables, and econometric
models employed in the analysis. Section 3 presents and discusses the
empirical findings, while the final section offers concluding remarks..

2 LITERATURE REVIEW

The Cadbury Committee (1992) is credited with establishing the most prevalent
concept of corporate governance, defining it as the structure that governs and
regulates organizations. Good governance, therefore, entails efficient
organizational frameworks that minimize agency costs associated with
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information asymmetry and managerial entrenchment. Shah and Butt (2009)
found that board size is negatively correlated with equity costs, suggesting that
effective corporate management can lower a company's equity expenses.
Investors are more likely to trust companies that exhibit strong profitability
profiles and robust asset bases. Nurfatanah Bt Abdullah (November 2021)
further argues that corporate governance is essential due to the separation of
management from ownership and its impact on financial performance. Despite
extensive research into various aspects of corporate governance and their
effects on financial performance, empirical findings have often been
inconsistent. Given its long-standing history and broad scope—encompassing
a wide range of economic and legal phenomena—the definition of corporate
governance varies according to the specific focus of inquiry.

Empirical evidence indicates that the impact of corporate governance
mechanisms on the financial performance of Malaysian banks is substantial. A
number of studies have demonstrated that effective governance practices such
as board diversity, strict regulatory compliance, and enhanced transparency
,contribute to improved profitability and more robust risk management in the
banking sector.This relationship is particularly relevant in the context of banks
in Malaysia, where specific governance characteristics Key Governance
Mechanisms_ can lead to improved financial outcomes , which the Board
Composition: A diverse board, including female participation, positively
influences bank performance, as shown in studies focusing on Malaysian banks
(Farooq, M., Al-Jabri, Q. Mohd., Khan, M. T., Humayon, A. A., & Ullah, S., 2023)

Regulatory Compliance: Adherence to regulations is crucial for maintaining
investor confidence and improving financial performance (TANAKA, H., Kumar,
P., & Kagura, T., April 2024). Financial Reporting Transparency: Clear and
transparent financial reporting is linked to better financial outcomes, as it
fosters trust among stakeholders. in other side the Empirical Evidence agree
by Research indicates that effective governance mechanisms significantly
impact profitability and risk management in banks (TANAKA, H., Kumar, P., &
Kagura, T., April 2024). A study analyzing 300 bank-year observations found
that certain governance characteristics, such as board size and director
remuneration, positively affect financial performance. (Farooq, M., Al-Jabri, Q.
Mohd., Khan, M. T., Humayon, A. A., & Ullah, S., 2023)
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While the evidence supports the positive impact of corporate governance on
financial performance, it is essential to consider that not all governance
practices yield the same results across different contexts. For instance, the
effectiveness of governance mechanisms may vary between Islamic and
conventional banks, suggesting a need for tailored approaches in governance
strategies.

The significance of corporate governance appears to rise in importance within
both academic circles and the agendas of policymakers, particularly in response
to global events typically linked to crises. This trend can be observed following
incidents like the Asian crisis of 1998, the collapses of Enron and WorldCom,
the global financial crisis of 2007, and the subsequent credit crisis of 2008.
Concerns have grown regarding the inadequacy and ineffectiveness of
corporate governance mechanisms, which have led to insufficient board
oversight and a decline in bank value. Consequently, recent attention has been
directed toward the shortcomings present in the governance systems of banks.
However, these crises are merely symptoms of deeper structural issues that
underscore the increasing importance of corporate governance mechanisms
for economic development and their status as a critical policy concern
(Bobirca.A & Miclaus.P.G, 2007)

Typically, banks are known for a significant level of opaqueness regarding their
transactions and operations. Consequently, the attributes and characteristics
of corporate governance within the banking sector are distinct. This distinction
arises from the particular traits of the banking system, which exacerbate issues
related to governance and may diminish the efficacy of conventional
governance frameworks, such as boards and audit committees (Laeven.L,
2013); (Alharbi.R, Mclaren.J, & Elnahass.M, 2022), when compared to non-
financial companies. The Basel Committee on Banking Supervision indicates
that the banking sector has distinct regulations regarding corporate
governance, which pertains to "the manner in which the business and affairs of
banks are governed by their boards of directors and senior management"
(Basel Committee on Banking Supervision, 2006)This suggests that because of
the unique characteristics of banking institutions, governance mechanisms
significantly influence how they operate and fulfill their responsibilities. (Haji &
Ghazali, 2018)posit that a firm's performance is primarily driven by its
resources, viewing the firm as a bundle of capabilities that are rare, valuable,
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non-substitutable, and inimitable—qualities that underpin sustainable
competitive advantage. In this context, positive hidden values, such as the
intangible assets derived from board characteristics, can enhance
performance, while negative hidden values, or intangible liabilities, may hinder
it. Supporting this perspective (Hermawan, Hanif, Biduri, & Wijayanti, 2021),
examined the influence of good corporate governance on the financial
performance of Indonesian banks—using ROA as a proxy—and found that
robust governance practices positively impact financial outcomes. However,
contrasting evidence exists in the literature, as some studies have reported an
insignificant relationship between corporate governance and firm performance
(Hassan, Marimuthu, & Johl, 2015); (Singh & Davidson, 2003); (Prevost, Rao, &
Hossain, 2002), suggesting that the effect of governance mechanisms may be
contingent on contextual factors.

2.1 Boardsize

Within the theoretical framework for corporate governance, several theories
posit a relationship between board size and financial performance. In
particular, both agency theory and resource dependency theory contend that
a larger board of directors can enhance firm performance by providing a
broader range of expertise and resources for effective oversight (Kiel &
Nicholson, 2003). Consequently, board size is widely regarded as a pivotal
factor that impacts both the quality of corporate governance and the overall
financial performance of a firm.

(Arora & Sharma, 2016) demonstrate that a larger board size enhances
financial performance and decision-making, attributing this benefit to the
greater intellectual capital available in larger boards. Similarly, (Al-Matari E. ,
2020)examined the impact of board characteristics on corporate performance
in the financial sector and found that an increase in board size significantly
improves financial outcomes. (Poudel & Hovey, 2012)further support this view
by showing that larger boards enhance the efficiency of commercial banks.
However, contrasting perspectives exist in the literature. (Jensen M. ,
2003)contends that oversized boards contribute to corporate failure, while
(Fauzi & Locke, 2012)argue that smaller boards may better enhance overall
performance. In line with the latter argument, (Morekwa Nyamongo &
Temesgen, 2013)assert that banks with smaller boards tend to be more
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efficient due to their ability to more closely monitor management. Additionally,
(Lamichhane, 2018)further explains that excessively large boards may
encounter coordination and control issues, leading to prolonged decision-
making and declining performance. Given these conflicting findings, the
literature provides evidence for both positive and negative relationships
between board size and firm performance.

Consequently, the following hypothesis is proposed: H1. “The size of the board
of directors impacts the financial performance of banks in Malaysia.”

2.2 Board activity

Board activity reflects the frequency of meetings held by an organization's
board of directors, during which key strategic decisions and organizational
policies are discussed. These meetings play a crucial role in shaping the
organization’s direction and ensuring effective governance. Additionally, board
meetings serve as an essential platform for directors to obtain relevant
information, monitor the company’s progress, and fulfil their oversight
responsibilities (Eluyela, et al., 2018).The board activity was reported to have a
significant relationship with the firm’s financial performance. According to his
study, a high frequency of meetings helps in the assessment/monitoring of
business activities at the right time and timely solving of business matters. (Al-
Matari E. , 2020)This result was consistent with the study of (Salim, Arjomandi,
& Seufert, 2016)which established that a high frequency of meetings yields
better performance. (Lee & Lok, 2020)study concluded that firms’ performance
is negatively associated with busy boards. Also, firms with a busy board are
experiencing higher operational risks, especially in the volatility of ROA,
operating cash flows, and stock returns. (Aktan, Turen, Tvaronaviciené, Celik, &
Alsadeh, 2018)According to the study findings indicate that the frequency
(number) of meetings held by the board of directors exerts a significantly
negative impact Board meetings, defined as the assemblies of an organization's
board of directors to deliberate on strategic coverage and key decisions
affecting its future, are critical for facilitating the flow of information and
tracking company progress (Eluyela, et al., 2018). Some studies report that a
higher frequency of board meetings is positively associated with improved
financial performance, as regular meetings enable timely assessment,
monitoring, and resolution of business matters (Al-Matari E. , 2020); (Salim,
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Arjomandi, & Seufert, 2016). In contrast, other research suggests that an
excessive frequency of meetings—indicative of a “busy board”—may be
detrimental to firm performance. For instance, (Lee & Lok, 2020)find that busy
boards are linked to lower performance and increased operational risks, such
as greater volatility in ROA, operating cash flows, and stock returns. Supporting
this negative view, (Aktan, Turen, TvaronaviCiené, Celik, & Alsadeh,
2018)demonstrate that a higher number of board meetings is significantly
associated with a decline in financial performance, as measured by return on
equity, implying that overly frequent meetings may have a destructive rather
than constructive impact.

In light of these mixed findings, we propose the following hypothesis:
H2. “The number of board meetings impacts the financial performance of
banks in Malaysia.”

2.3 Board committees

Committee structures enable boards to address key issues in greater depth
than is typically feasible during full board meetings, allowing organizations to
tailor their governance practices to specific business challenges and corporate
cultures. The composition and number of board committees vary widely, with
no universal standard regarding their type or number. (Hayes, Mehran, &
Schaefer, 2004) documented significant variation in both the number and
composition of committees across firms. Nevertheless, certain board
committees—particularly the audit committee in financial institutions—are
widely regarded as critical. (Hayes, Mehran, & Schaefer, 2004)further reported
that the proportion of outside directors serving on committees does not
significantly affect firm performance. Moreover, they observed that the
number of committees is positively related to both the total number of
directors and firm size In contrast, (Elamer & Benyazid, 2018)emphasize that
specific characteristics of risk committees—such as their existence,
independence, meeting frequency, and size—are negatively associated with
firm performance. Based on this literature, we propose the following
hypothesis:

H3. “Board committees impact the financial performance of banks in Malaysia.”

www.sting.cz/acta_sting



https://www.sting.cz/acta_sting/

ACTA STING, 1/2025, vol. 14, ISSN 1805-6873

2.4 Board independence

In response to the collapse of several large corporations, organizations have
increasingly recognized the vital role of independent directors in strengthening
governance. Independent directors contribute diverse perspectives and
actively engage in board deliberations, serving as monitors of executive
management and ensuring accountability. (Alves, 2014)demonstrated that
board independence positively and significantly enhances profit quality by
mitigating earnings management practices. Similarly, (Wu & Li, 2015)found
that a higher proportion of independent directors is associated with improved
financial performance, advocating for the appointment of additional
independent directors to bolster business outcomes. Further supporting these
findings, studies by (Park, Choi, & Yoo, 2007) and (Dahya, Dimitrov, & J.
McConnell, 2008)indicate that the inclusion of independent or outside
directors contributes to enhanced firm performance. Moreover, (Akeju &
Babatunde, 2017) affirmed that board independence significantly improves the
timeliness and quality of financial reporting. In light of this evidence, the
following hypothesis is proposed:
H4. “The independence of the board of directors impacts the financial
performance of banks in Malaysia.”

2.5 Duality

CEO duality—where the same individual serves as both chief executive officer
and board chairman—is a focal point of interest among shareholders and
regulatory bodies. Proponents of separating these roles argue that such a
structure upholds key principles of corporate governance by preventing the
concentration of decision-making power and preserving board independence
(Jensen M. C., 1993). From an agency theory perspective, CEO duality can
compromise shareholder rights by reducing the board’s capacity to challenge
management decisions when conflicts of interest arise. Conversely, supporters
contend that duality facilitates a more streamlined strategic focus and faster
decision-making. Empirical findings on the impact of CEO duality are mixed. For
instance, (Tian & Lau, 2001)and (Kiel & Nicholson, 2003)report a positive
association between duality and firm performance. In contrast, studies by
(Abdullah, 2004) and (Weir & Liang.T., 2000), find no significant performance
differences between firms with dual and nondual leadership structures.
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Further complicating the picture, research by (Dey, Engel, & Liu, 2011), (Grove,
Patelli, & Xu, 2011), and (Dong, Girardone, & Kuo, 2017)indicates that CEO
duality may detrimentally affect financial stability in financial institutions,
although (Carty & Weiss, 2012)report no significant relationship. In light of this
diverse evidence, we propose the following hypothesis:
H5. “Chairman duality impacts the financial performance of banks in Malaysia.”

2.6 Audit committee

The existence of an audit committee has been demonstrated to enhance
governance, encourage conservative financial practices, and reduce the
likelihood of opportunistic earnings management (Xie, Davidson, & DaDalt,
2003); (Bedard, Chtourou, & Courteau, 2004) and (Sharma & Kuang, 2014). The
primary objective of the Board Audit Committee (BAC) is to provide
independent oversight by reviewing the firm’s financial condition, financial
reporting processes, and internal control systems, thereby ensuring effective
checks and balances and recommending remedial actions as necessary.
Empirical evidence supports the role of audit committees in enhancing financial
performance; for example, (Mohammad, Abdullatif, & Zakzouk, 2018)found a
positive and significant relationship between the audit committee and both
ROE and ROA in commercial banks in Jordan. Conversely, (Al-Ahdal, Alsambhi,
Tabash, & Farhan, 2020) reported an insignificant impact of audit committees
on performance in their analysis of corporate governance mechanisms.
(Abbott, Parker, & Peters, 2004)argue that the independence of audit
committee directors is critical for effective monitoring, as the lack of economic
or psychological ties to management encourages unbiased oversight and is
associated with a reduced likelihood of financial restatements. Furthermore,
(Bédard & Gendron, 2010)note that the associations between audit committee
characteristics—such as size, independence, competency, and meeting
frequency—and the quality of financial reporting tend to be stronger in the
United States than in other countries. (Beasley & Salterio, 2001)also suggest
that firms with the incentive and capacity to enhance their audit committees
often exceed the legislative minimum by including a higher number of outside
directors. This is particularly relevant given that the Listing Requirements of
Bursa Malaysia mandate that all listed companies maintain audit committees
comprising at least three members, with a majority being independent. In light
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of these findings, we propose the following hypothesis:
H6. “Audit committee impact the financial performance of banks in Malaysia.”

3 RESEARCH METHODOLOGY

3.1 The method

To test the hypotheses, econometric models were employed to examine the
impact of corporate governance mechanisms on bank financial performance.
Panel data were collected to analyze the relationship between various
corporate governance factors and financial outcomes in the banking sector.
Consistent with prior literature, the analysis began with pooled OLS regression
models, which provided a straightforward baseline due to their simple
specification and ease of interpretation. However, while OLS is widely used for
its simplicity, it does not account for individual heterogeneity, potentially
leading to biased parameter estimates. To address these concerns, sensitivity
analyses were conducted using both firm-fixed and random effects models.
Moreover, diagnostic tests revealed that nearly all models exhibited
heteroscedasticity and cross-sectional dependence, issues that necessitated
the use of the Generalized Least Squares (GLS) estimation method—a
technique specifically designed to provide more efficient and reliable
parameter estimates in this case study .

3.2 Sampling and data collection

The sample comprises all commercial banks operating in Malaysia, with banks
that did not publish the required financial information in their financial
statements being excluded. Consequently, the final sample consists of 9
commercial banks observed over an 18-year period (2006—2023), resulting in a
total of 144 observations. The selection was based on the availability of
pertinent financial and non-financial data as reported in the banks’ annual and
governance reports published on their respective websites.

3.3 Measurement of variables

For measuring bank financial performance, the study employs three dependent
variables—return on equity (ROE), return on assets (ROA), and net interest
margin (NIM)—as proxies for performance. The independent variables pertain
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to corporate governance mechanisms and include board size, board activity,
CEO duality, board and the audit
committee. The analysis primarily utilizes panel data regression techniques to

independence, board committees,

investigate the relationships between these corporate governance attributes
and the various dimensions of bank financial performance. Table (1) shows the
definition and measurement of these variables.

Table No. (1): Units of Measurement for Study Variables

Variables

Definition

Measurement

Dependent Variables

ROE Return on Is the ratio of net income divided by
equity: shareholder’s equity
ROA Return on asset: Is the ratio of net income divided by total
assets.
NIM Net interest Is the difference between interest paid and

margin

interest received, adjusted for the total amount
of interest-generating assets

Independent Variables

B_SIZE Board size Total number of board members
B_INDEPEN Board The proportion of directors who are
independence independent
B_ACTIVITY Board activity Number of board meetings held during each
year
DUALITY CEO DUALITY If the CEO and Chairman are the same person =
0;
otherwise =1
B_COMMET BOARD MEASURED BY THE NUMBER OD BOARD
COMMITEES COMMITTEE
AC_INDP AUDIT The proportion of members who are
COMMITEE independent

Source: Prepared by the researchers

4 DATA ANALYSIS
4.1 Descriptive Analysis

Table 2 presents the descriptive findings, highlighting the central tendency and dispersion of
the indicators.
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Table No. (2): Descriptive Statistics

variables Mean Median Max Min Standard Jaque-
deviation Bera

Bank financial performance ratios

ROE 0.1250 0.1030 0.8710 0.0128 0.0941 8385.9268
ROA 0.0111 0.0110 0.0218 0.0005 0.0038 6.5865
NIM 0.0196 0.0196 0.0340 0.0063 0.0046 5.6308
Corporate governance mechanisms

Board size 8.7152  9.0000 13.0000 4.0000 2.1763 3.5635
Board 0.5980 0.5700 5.0000 0.2000 0.3936 71195.526
independence

Board activity  11.1527 10.0000 24.0000 5.0000 4.7102 10.3592

duality 0.8680 1.0000 1.0000 0.0000 0.3396 158.2911
Board 46111 5.0000 8.0000 3.0000 1.1037 3.5931
committees
Audit 0.8875 1.0000 1.0000 0.0100 0.1786 130.2387
committee
independence

Source: Prepared by the researchers based on the outputs of E-views 12 software.

Table 1 presents the descriptive statistics for all variables included in the
regression analysis. The mean return on equity (ROE) is approximately 12%,
(Statista, 2024) while the mean return on assets (ROA) is 1.1%, figures that are
largely consistent with Statista reports (Statista, 2024), which indicate that the
Malaysian banking industry's ROE is around 12% and its ROA is approximately
1.3%. In contrast, the mean net interest margin (NIM) is 1.96%, which is slightly
lower than the 2.02% reported by Bank Negara Malaysia (BNM, Financial
Stability Review Second Half 2023, 2023).Despite this, the performance ratios
in our sample tend to be higher than those observed in the EU and USA; for
instance, ROE in these regions is reported to be 8.97% and 11.14%,
respectively, while ROAis 1.3% in the USA (statistica, 2024) compared to 0.68%
in the EU (Statista, 2024).

Furthermore, Table 1 indicates that the average board size is 8 members, with
the range spanning from 4 to 13 members. This finding aligns with the
recommendations of Bank Negara Malaysia’s Corporate Governance Policy
Document (BNM, 2024), which suggests that a board should be large enough
to ensure a diversity of thought and expertise, yet small enough to facilitate
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effective decision-making—typically between 7 and 11 members, depending
on the institution's size and complexity. Additionally, the average proportion of
independent directors on the board is approximately 60%, signifying a
relatively high level of board independence in the Malaysian banking sector.
This observation is in accordance with Bursa Malaysia Listing Requirements,
which mandate that independent non-executive directors should constitute at
least one-third of the board to ensure effective monitoring and the
enhancement of firm value.

According to Bank Negara Malaysia’s Corporate Governance Policy Document,
boards should meet at least six times per year. As shown in Table 1, Malaysian
banks hold an average of 11 board meetings annually, with the frequency
ranging from 5 to 24 meetings. Additionally, Table 1 indicates that, on average,
86% of the banks separate the roles of CEO and board chairman, which is
consistent with BNM’s governance principles aimed at maintaining an
appropriate balance of power. The data further reveal that the mean number
of board committees is four, with a range of three to eight, aligning with BNM’s
standard that typically stipulates four to six committees depending on a bank’s
size, complexity, and regulatory requirements. In terms of audit committee
independence, the results show that approximately 89% of the committee
members are independent, suggesting that the majority of audit committees
adhere to the high independence standards set by regulators. Moreover, the
Pro. Jarque—Bera test confirms that the normality assumption is accepted at
the 5% level for all variables, in order to address potential issues of unit
heterogeneity and large variations in measurement scales, the natural
logarithms of all continuous dependent and independent variables were
computed prior to conducting the regression analysis. This transformation
ensures unit homogeneity and enhances the accuracy of the econometric
results.
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4.2 Correlation matrix

Table No. (3): Pearson Correlation Coefficients Among Independent
Variables

Correlati  LnROE LnRO  LnNI LnBsi LnBindepe LnBactivi  Duali LnBcom  LnAuditco
on A M ze ndt ty ty et met

t-

statistic

probabil

ity

LnROE 1.000

LnROA 0.199 1.000

LnNIM 0.251 0.244  1.000

LnBsize 0.190 0.085 0.168 1.000

LnBinde 0.055 0.009 0.110 - 1.000
pendt 0.665 0.109 1.323 0.202 -

2.465
0.014
LnBactiv  0.446 0.118 0.224 0455 0.144 1.000
ity 5.943 1.418 2749 6.104 1740 -
0.000 0.158 0.006 0.000 0.083 -
Duality 0.239 0.243 0.102 0.389 0.062 0.431 1.000
2.933 2989 1.230 5.042 0.740 5707 -
0.003 0.003 0.220 0.000 0.460 0.000 -
LnBcom 0.311 0.115 0.372 0421 0.078 0.515 0.235  1.000
et 3.910 2 4789 5.536 0.942 7.174 2890 -
0.001 1.382 0.000 0.000 0.347 0.000 0.004  ------
5
0.168
9
LnAuditc  -0.118 0.003 - - 0.150 0.025 0.109 -0.076 1.000
omet -1.416 0.034 0.098 0.028 1.813 0.303 1315 -0912 -
0.158 0972 - - 0.071 0.761 0.1%0 0362 -
1.179 0.335
0.240 0.737

Source: Prepared by the researchers based on the outputs of E-views 12 software.

In reference to the Pearson correlation matrix presented in Table 2, the
dependent variable, LnROE (representing banks' financial performance), is
moderately correlated with board activity and board committee variables, with
correlation coefficients of 44% and 31%, respectively, while its correlations
with the remaining variables are weak. Similarly, the net interest margin (NIM)
exhibits a weak correlation of 37% with the board committee variable.
Furthermore, audit committee independence is negatively correlated with
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both ROE and NIM, with coefficients of 1% and 0.9%, respectively. The variable
ROA displays very weak correlations with all other variables. Additionally, Table
2 indicates thatamong the independent variables, there exists a weak, negative
correlation between audit committee independence, ROE, and NIM. The
remaining correlations are either below 51.1% or statistically insignificant.
Based on these findings, there appears to be no multicollinearity issue among
the independent variables, as all correlation coefficients are below the 80%
threshold recommended by (Field, 2005).

4.3 Empirical regression models on performance

To investigate the effect of corporate governance mechanisms on bank
financial performance, we estimate a series of basic panel data models using
the pooled OLS estimator. In these models, the dependent variables are
represented by bank performance measures, including return on equity
(BROEi,t), return on assets (BROAI,t), and net interest margin (BNIMi,t). The
independent variables comprise key corporate governance attributes: board
size (B _SIZEi,t), board independence (B INDEPENIt), board activity
(B_ACTIVITYi,t), CEO duality (DUALITYi,t), board committees (B_ COMMETi,t),
and audit committee independence (AC_INDPi,t). Specifically, the models are
specified as follows:

Model 1:

BROEI,t = Bo + B1B_SIZEi,t + B,B_INDEPENi,t + BsB_ACTIVITYi t + BsDUALITYit +
BsB_COMMETi,t + BAC_INDPi t + €i,t (1)
Model 2:

BROAI,t = Bo + B1B_SIZEi,t + B,B_INDEPEN,t + BsB_ACTIVITYi,t + BaDUALITYit +
BsB_COMMETi,t + BAC_INDPi t + €i,t (2)
Model 3:

BNIMIt = Bo + B1B_SIZEi,t + B2B_INDEPEN,t + BsB_ACTIVITYi,t + BsDUALITYi t +
BsB_COMMIETI,t + BsAC_INDPi,t + €i,t (3)

These models facilitate a comprehensive examination of how various
dimensions of corporate governance influence different aspects of bank
financial performance, thereby providing a robust empirical foundation for the
subsequent analysis.
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Where:

B_SIZE = Board size

B_INDEPEN = Board independence
B_ACTIVITY = Board activity
DUALITY = CEO duality
B_COMMIET = Board committees
AC_INDP = Audit committee independence
ROE = Return on equity

ROA = Return on assets

NIM = Net interest margin

B = Coefficient parameters

€ = Residual error

4.4 Regression results

Three distinct tests were conducted to assess the impact of corporate
governance mechanisms on bank financial performance, employing three basic
static panel data models. The estimation results are summarized in the table
below, which presents the findings in a concise and accurate manner. This
approach allowed the researchers to comprehensively address all aspects of
the research question within the study’s limitations.

Table No. (4): Results for POLS, Fixed effects and random effects model

Tests p- Accept/reject interpretation
value

Model Breusch- 0.0273  HO: reject Polsis rejected

1 Pagan

ROE Hausman 0.3885 HO: accept Random effect is applied for
test estimation

Model Breusch- 0.0001 HOreject Polsis rejected

2 Pagan

ROA Hausman 0.8932 HO accept Random effect is applied for
test estimation

Model Breusch- 0.0000 HO: reject Polsis rejected

3 Pagan

NIM Hausman 0.7449  HO: accept Random effect is applied for
test estimation

Source: Prepared by the researchers based on the outputs of E-views 12 software.

The findings indicate that for models (1), (2), and (3), the null hypothesis of the
Hausman test is accepted, thereby supporting the use of the random effects
model. Additionally, the p-value of the Restricted Fisher Test is statistically
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significant at the 5% level, reinforcing the appropriateness of the chosen
specification.

Table No. (05): Estimation of Study Models with panel least squares
model

Variables ROE ROA NIM
LnBsize Prob 0.3131 0.65948 0.37923
Coef -0.38692 0.11251 0.08684
LnBindepen Prob 0.8619 0.9029 0.73549
Coef 0.00000 0.01943 0.02066
LnBactivity Prob 0.01523 0.20630 0.18626
Coef 0.07897 -0.3246 -0.1335
Duality Prob 0.33117 0.66701 0.5485
Coef 0.2073 0.16905 0.09389
LnBcommitee Prob 0.56265 0.42508 0.02373
Coef -0.03431 0.2177 0.23965
Ln AuditComtindepen Prob 0.07218 0.59385 0.05152
Coef -0.1433 -0.0559 -0.0788
R-squared 0.09621 0.0225 0.45628
Adjusted R-squared 0.05663 -0.0202 0.4019
Durbin-Watson stat 1.448433 1.9628 0.7458

Source: Prepared by the researchers based on the outputs of e-views12 software

Before interpreting the economic implications of our study’s results, it is
imperative to first verify the statistical efficiency of the selected models. This
verification involves testing for cross-sectional independence and
heteroscedasticity in the residuals, as the presence of these issues can
compromise the efficiency and accuracy of econometric estimates, thereby
undermining their reliability in economic analysis. Depending on whether these
measurement issues are detected—and on the specific nature of any such
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issues—the estimation method will be adjusted accordingly to correct for these
problems, particularly given that the panel’s time dimension exceeds the
number of cross-sectional units.

Table No. (06): Serial Correlation and Heteroscedasticity tests

Tests p-value Accept/reject interpretation
Serial Correlation
Model 0,00001 HO: reject No cross-section dependence
1 Breusch- in this model
ROE Pagan LM
Pesaran 0,00000 HO: reject
scaled LM
Model Breusch- 0.08010 HO: accept No cross-section dependence
2 Pagan LM in this model
ROA Pesaran 0.1397  HO: accept
scaled LM
Model Breusch- 0,0000 HO:reject The presence of an auto
3 Pagan LM correlation in this model
NIM Pesaran 0,0000 HO: reject
scaled LM

Heteroscedasticity

Model Likelihood 0,0000 HO:reject The presence of

1 ratio Heteroscedasticity in this
ROE model

Model Likelihood 0,0000 HO:reject The presence of

2 ratio Heteroscedasticity in this
ROA model

Model Likelihood 0,0000 HO:reject The presence of

3 ratio Heteroscedasticity in this
NIM model

Source: Prepared by the researchers based on the outputs of e-views12 software

For models (1) and (3), the Breusch-Pagan LM and Pesaran scaled LM tests yield
p-values of 0.000 at the 1% significance level, leading to the rejection of the
null hypothesis of cross-sectional independence and indicating that these
models exhibit cross-sectional dependence among their errors. In contrast,
model (2) produces a p-value significantly greater than 0.05, resulting in the
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acceptance of the null hypothesis and suggesting that its residuals are cross-
sectionally independent. Furthermore, the likelihood ratio test returns p-values
of 0.0000 across all models, confirming the presence of heteroscedasticity at
the 1% significance level in each case.

5 RESULTS AND DISCUSSION

Based on the measurement issues tests, which indicated that almost all models
suffer from heteroscedasticity and cross-sectional dependence, the
Generalized Least Squares (GLS) estimation method is identified as the most
appropriate for all three models. GLS effectively accounts for both
heteroscedasticity and non-independence across cross-sections, thereby
providing more reliable estimates. The results of the GLS estimation are
presented in the table below.

Table No. (07): Estimation of Study Models with generalized least
squares model.

Variables ROE ROA NIM
LnBsize Prob  0.00000 0.00108 0.0122
Coef  0.5565 -0.294138 0.0916
LnBindepen Prob  0.01226 0.1963 0.4199
Coef  -0.16507 0.043813 0.02221
LnBactivity Prob  0.0236 0.00000 0.02298
Coef  0.346820 -0.52866 -0.06386
Duality Prob  0.73831 0.5741 0.13494
Coef  0.05738 -0.1854 0.08791
LnBcommitee Prob 0.00014 0.79065 0.00001
Coef  0.676054 -0.02097 0.18850
Ln AuditComtindepen Prob 0.00328 0.59647 0.00139
Coef  -0.22611 -0.041610 0.15853
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R-squared 0.78683 0.8163 0.8984
Adjusted R-squared 0.76552 0.7980 0.8883
Durbin-Watson stat 1.9433 1.89190 1.941253

Source: Prepared by the researchers based on the outputs of e-views12 software.

Regarding the partial significance of the parameters across the four models of
bank financial performance, the results indicate that not all parameters are
statistically significant. Specifically, the variable InBsize is significant in all four
models, whereas InBactivity, InBindependance, InBcommitees, and
InAuditcometindependence are significant in only some models. Notably, the
CEO Duality variable is consistently insignificant across all models, as its p-
values for the student’s t-statistic exceed the 0.05 threshold.

Furthermore, the R-squared and Adjusted R-squared statistics for the four
models range between 76% and 89%, suggesting that the models explain a
substantial proportion of the variation in the dependent variables. The Durbin—
Watson statistic, consistently close to 2, implies that the assumption of
independent errors is largely satisfied (Field, 2005).

Overall, the four models estimated using the Generalized Least Squares (GLS)
method are statistically robust, exhibiting both partial and overall significance,
as well as an absence of measurement issues. Consequently, the results
obtained can be considered reliable for further economic analysis.

5.1 Economic Interpretation of the Results

The findings from Model (1) indicate that board size has a positive and
statistically significant impact on ROE, suggesting that larger boards are
associated with higher profitability. This result supports the notion that
effective governance benefits from a more diverse board composition, as a
greater number of directors can offer a wider range of skills, experiences, and
perspectives. Such diversity enhances the board's ability to monitor
management and make informed strategic decisions, ultimately contributing to
improved bank performance. In contrast, the board independence variable
exhibits a negative and significant relationship with ROE, implying that a higher
proportion of independent directors is linked to lower profitability. This finding
suggests that although board independence is generally valued for reducing
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agency problems, an excessively independent board may lack critical industry-
specific expertise or adopt overly conservative approaches, which could
impede dynamic decision-making (Bhagat & Black, 2002).Additionally, board
activity is found to have a positive and significant relationship with ROE,
indicating that more frequent board meetings and active engagement in
oversight functions facilitate timely strategic decisions and more effective
monitoring, thereby boosting bank performance. Furthermore, the strong
positive and statistically significant effect of board committees on ROE
indicates that the presence and effectiveness of specialized committees—such
as nomination and remuneration committees—enhance board oversight.
(Carter, Simkins, & Simpson, 2003)These committees concentrate on key
governance areas, which can lead to more informed decision-making and,
ultimately, improved bank performance. Conversely, the negative and
significant coefficient for audit committee independence suggests that a higher
degree of independence within the audit committee is associated with lower
ROE. This finding implies that while independence is essential for rigorous
financial oversight, it may also result in more conservative strategies that
restrict risk-taking and innovation, thereby potentially dampening performance
in a competitive banking sector. Alternatively, it may reflect that banks with
poorer performance adopt more robust audit functions as a corrective
measure. (DeZoort, Hermanson, Archambeault, & Reed, 2002). Contrary, CEO
duality exhibits a statistically insignificant relationship with ROE, indicating that
within this sample, duality does not reliably impact performance. The role of
duality remains controversial in the literature, with some studies suggesting
benefits from unified leadership and others advocating for a separation of roles
to enhance oversight.

Model (2) yields a mixed picture of the relationship between corporate
governance mechanisms and bank performance as measured by ROA. In this
model, only board size and board activity exhibit statistically significant
relationships with ROA, and both associations are negative. Specifically, the
results indicate that as the board becomes larger, ROA tends to decrease,
suggesting that larger boards may suffer from coordination difficulties and
diluted responsibilities. These inefficiencies could lead to slower decision-
making and less effective oversight of daily operations, thereby reducing a
bank’s operating performance (Cheng, 2008). Similarly, the highly significant
negative effect of board activity on ROA implies that increased board activity is
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associated with lower operating performance. One interpretation is that overly
active boards may engage in micromanagement or excessive intervention in
managerial decisions, which can disrupt managerial autonomy and operational
efficiency, resulting in poorer asset utilization. Alternatively, it may be that
lower-performing banks prompt more frequent board meetings as a corrective
measure, leading to the observed negative association (Kamarudin, Mohamad
Ariff, Azmi, & Mohd Suffian, 2024).Alternatively, it may be that lower-
performing banks prompt more frequent board meetings as a corrective
measure, leading to the observed negative association. In contrast, the
coefficient for board independence is positive—suggesting that a higher
proportion of independent directors might improve ROA—but this relationship
is not statistically significant (p > 0.05), indicating that the evidence is not
robust enough to draw firm conclusions in this sample. CEO duality exhibits a
negative coefficient that is not statistically significant, suggesting that the
concentration of leadership roles does not have a discernible impact on ROA.
This finding implies that any potential benefits or drawbacks associated with
duality, as debated in the corporate governance literature, may be neutralized
in terms of operating performance. Similarly, the relationship between board
committees and ROA is negative but statistically insignificant, indicating that
the mere presence or structure of specialized board committees does not
significantly influence operational performance in this study. This lack of
significance may imply that the effect of board committees is either inherently
weak or mediated by other unobserved factors.

Likewise, audit committee independence also shows a negative yet non-
significant relationship with ROA. Although the negative direction suggests that
a higher degree of audit committee independence might lead to more
conservative decision-making—potentially reducing operating performance—
the absence of statistical significance means that this relationship cannot be
reliably confirmed within the sample. Model (3) investigates the relationship
between various corporate governance mechanisms and bank performance, as
measured by the net interest margin (NIM). Consistent with the findings of
Model (1), both board size and the presence of board committees exhibit
statistically significant positive associations with NIM. This result indicates that
a larger, well-organized board complemented by effective specialized
committees is linked to improved net interest margins. Moreover, audit
committee independence shows a positive and statistically significant effect,
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suggesting that banks with a higher proportion of independent members on
their audit committees tend to achieve better management of interest
margins—potentially through enhanced financial oversight and more robust
risk management practices. In contrast, while the variables board
independence, board activity, and duality display positive or negative signs,
their lack of statistical significance implies that these factors do not exert a
decisive direct impact on NIM. Their effects may be more nuanced or may
interact with other aspects of bank operations and governance.

6 CONCLUSIONS

The aim of this study was to investigate the impact of corporate governance
mechanisms on the financial performance of Malaysian banks over the period
2006—-2023, employing panel data techniques with observations from eight
banks. The results across the three models reveal that significant determinants
of bank performance include board size, board activity, board committees, and
audit committee independence, whereas board independence and CEO duality
do not exhibit a robust impact.

Specifically, board size influences all dimensions of bank performance, with its
effect varying by performance measure: larger boards are associated with
higher overall profitability (ROE) and improved interest margins (NIM), yet they
may negatively affect operational efficiency (ROA). Board activity displays a
dual effect; while increased board engagement significantly enhances
profitability, it simultaneously detracts from operational efficiency and net
interest margins when excessive, suggesting that an overly active board may
introduce coordination challenges that impair day-to-day operations.

Moreover, board committees emerge as key drivers of profitability and interest
performance, strongly improving both ROE and NIM, although their impact on
ROA is not significant. Audit committee independence has a differential effect:
it appears to reduce overall profitability while enhancing interest income
performance, with no significant influence on operational efficiency. These
differential effects underscore the trade-offs inherent in rigorous financial
oversight, where enhancements in risk management may come at the expense
of short-term profitability. Board independence exhibits a negative impact on
ROE, its effects on ROA and NIM are not statistically significant, suggesting a
context-dependent role in shaping bank performance. Similarly, CEO duality
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does not emerge as a significant determinant across the models, indicating that
the concentration of leadership roles has no discernible impact on bank
performance in this sample.

This study suggests that corporate governance mechanisms have a
multifaceted impact on bank performance. The key findings indicate that board
size significantly influences performance across multiple dimensions: larger
boards are associated with higher overall profitability (ROE) and improved
interest margins (NIM), yet they may negatively affect operational efficiency
(ROA). Board activity exhibits a dual effect; while increased engagement
significantly enhances profitability, excessive activity detracts from both
operational efficiency and net interest margins, likely due to coordination
challenges in day-to-day operations. Furthermore, board committees emerge
as critical drivers, strongly improving both ROE and NIM, although their
influence on ROA is not significant. Audit committee independence shows a
differential impact—it appears to reduce overall profitability while enhancing
interest income performance, underscoring the trade-offs inherent in stringent
financial oversight. In contrast, board independence and CEO duality do not
consistently affect performance, suggesting that their roles may be context-
dependent. Overall, the results underscore the importance of a balanced
governance framework that leverages the benefits of specialized oversight
while mitigating potential drawbacks such as over-involvement or
inefficiencies. These nuanced insights are invaluable for academics and
practitioners aiming to optimize corporate governance structures within the
banking sector.

The study, however, is subject to certain limitations that future research should
address. First, this study employs ordinary least squares (OLS) and generalized
least squares (GLS) regressions to examine the effects of corporate governance
mechanisms on financial performance. Future studies could benefit from
employing simultaneous equation frameworks, as demonstrated by Carter et
al. (2003) and Campbell and Minguez-Vera (2008), or by utilizing instrumental
variable (V) approaches and dynamic panel data methods (e.g., system GMM)
to better control for reverse causality and omitted variable bias. Second, the
study covers a relatively small sample size and a short time period. Future
research should consider using longitudinal data from larger and more diverse
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samples to provide more robust insights into the relationship between

corporate governance mechanisms and financial performance.
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STRESORY GENERACE “Z” V PRACOVNiIM PROSTREDI

GENERATION “Z” STRESSORS IN THE WORK ENVIRONMENT

Lucie Mrklasova, Barbora Pankova

Abstrakt: Studie prezentuje vysledky kvalitativniho vyzkumu zaméreného na
pracovni stresory u pfislusniki generace Z. Vlyzkumny vzorek tvofilo osm
respondentt ve véku 19-25 let, zastupujicich rtizné urovné vzdélani a profesni
zameéreni. Data byla ziskana prostiednictvim polostrukturovanych hloubkovych
rozhovort a ndsledné analyzovdna metodou otevieného kddovani.

Vysledky ukazuji, Ze za klicové stresory generace Z Ize povaZovat nedostatecnou
komunikaci s nadfizenymi, nizkou mzdu a absenci slovniho ocenéni. Tyto faktory
maji pfimy vliv na pracovni motivaci a subjektivné vnimany well-being
respondentd. Identifikované stresory se cdstecné prekryvaji s témi, které
popisuje odbornad literatura, avsak vztahy s nadfizenymi se v tomto vyzkumu
ukazuji jako vyznamneéjsi determinant stresu, neZ je v predchozich studiich
uvddeéno.

Prinosem studie je vytvoreni stresového profilu generace Z, ktery reflektuje
specifické projevy a zdroje stresu této vékové skupiny. Ziskané poznatky mohou
byt vyuZity zaméstnavateli pfi optimalizaci pracovnich podminek, nastaveni
komunikacnich procesi a pri tvorbé strategii pro zvySeni spokojenosti a retence
mladych zaméstnancd.

Klicovd slova: pracovni zdtéz, well-being, Gen Z, stresory

JEL klasifikace: J24, )28, M12, M54

Abstract: The study presents the results of a qualitative research focused on
work-related stressors among members of Generation Z. The research sample
consisted of eight respondents aged 19-25, representing different levels of

education and professional backgrounds. Data were collected through semi-
structured in-depth interviews and subsequently analyzed using open coding.
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The findings indicate that the key stressors for Generation Z include insufficient
communication with supervisors, low salary, and lack of verbal recognition.
These factors directly influence work motivation and the perceived well-being
of respondents. While the identified stressors partly overlap with those reported
in the literature, relationships with supervisors appear to be a significantly
stronger determinant of stress in this study than previously described.

The main contribution of this article is the development of a stress profile of
Generation Z, reflecting the specific sources and manifestations of stress within
this age group. The insights may serve employers in optimizing working
conditions, improving communication processes, and designing strategies
aimed at enhancing job satisfaction and retention of young employees.

Keywords: workload, well-being, Gen Z, stressors

JEL classification: 124, 128, M 12, M54

1 UvoD

Stres predstavuje v soucasné spolecnosti bézné diskutované téma a patfi mezi
nejcastéji zkoumané oblasti v psychologii. Americka psychologicka asociace jej
dlouhodobé uvadi jako jeden z klicovych fenomén( soucasného Zivota. V
poslednich letech je pfitom stdle Castéji zmifiovana souvislost stresu s nejmladsi
generaci vstupujici na pracovni trh — generaci Z. Podle prdzkumu spolecnosti
Deloitte (2023) se 32 % zastupcl této generace citi dlouhodobé pod stresem a
vykazuje priznaky Uzkosti. Témér tfetina respondentl (29 %) navic uvadi
projevy vyhoreni zplsobené intenzitou a ndrocnosti pracovnich podminek.

Zavaina zjisténi pfinasii zprava Americké psychologické asociace (2023), podle
niz jedinci ve véku 18-34 let vykazuji vySsi miru stresu nez starsi generace.
Tento trend je navic meziro¢né rostouci. Typickymi dlsledky jsou zejména
obtize se soustfedénim, které mohou pfimo ovliviiovat pracovni vykonnost
mladych zaméstnancU. Je tedy zfejmé, Ze pracovni stres ma negativni dopady
nejen na samotné jednotlivce, ale také na organizace, v nichz pUsobi.

Vyznamnym zdrojem psychické zatéze u mladsich ro¢nikd jsou i faktory spojené
s digitdlnimi technologiemi a socidlnimi sitémi. Studie Mulder et al. (2024)

prokazala, Ze nadmérné uzivani socidlnich médii béhem pandemie COVID-19
vyznamné prispélo k narlstu symptom0 Uzkosti a stresu u adolescentl a
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mladych dospélych. Tyto poznatky naznacuji, Ze prisludnici generace Z vstupuji
na trh prace s jiz zvySenou predispozici k psychické zatézi, coz zvysuje jejich
zranitelnost vci pracovnim stresordm.

Cilem této studie je proto analyzovat, jaké pracovni stresory generace Z vnima,
zda se shoduji s témi, které uvadi odborna literatura, a v jaké mife se od nich
odlisuji. Studie se rovnéz snazi objasnit, nakolik se generace Z v proZivani a
zvladani pracovniho stresu lisi od starSich kohort a jaké implikace tyto rozdily
pfinaseji pro zaméstnavatele i dalsi vyzkum v této oblasti.

2 GENERACE

Akademicka literatura se neshoduje na jednotném vymezeni generaci ani na
jejich charakteristikach Ci presném casovém urceni. Pfesto je zfejmé, Ze
rozliseni jednotlivych generaci ma vyznam, nebot umoziuje |épe porozumét
rozdildm v hodnotach, postojich a chovani, které se promitaji i do pracovniho
prostredi.

Podle Koulopoulose a Keldsena (2016) predstavuji generace samostatné
socialni skupiny se sdilenym souborem hodnot, zkuSenosti a presvédceni, které
formuiji jejich pohled na svét. Tyto charakteristiky pretrvavaji po cely Zivot, coz
mUZe usnadnovat stabilitu, ale zaroven komplikovat otevienost zménam a
inovacim.

McCrindle (2010) zddraznuje, Ze zkoumani generaci ma vyznam nejen v oblasti
spotifebniho chovani, ale i ve vztahu k pracovnimu prostfedi. Porozuméni
generacnim rozdildm totiZz usnadriuje komunikaci mezi zaméstnavateli a
zaméstnanci a umoziuje efektivnéjsi nastaveni pracovnich podminek a
organizacnich procesu.

Souvislost mezi generacemi a stresem popisuji Zemke a kol. (2013). Podle
autor( mGze generacni rlznorodost prinaset kreativni potencial a inovace, ale
soucasné predstavuje i zdroj napéti a konflikt. Klicové je proto vyuzit tyto
rozdily pozitivnim zplsobem a zabranit tomu, aby se staly prekazkou fungovani
organizace.

Pokud jde o konkrétni vymezeni, Berg (2020) uvadi nasledujici generace:
valecna generace (1925-1942), povalecna generace (1943-1960), generace X
(1965—1980), generace Y (1981-1999) a generace Z (2000—2013). Zemke a kol.
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(2013) rozlisuji Ctyri generace: tradicionalisté (narozeni pred rokem 1943),
Baby Boomers (1943—-1960), generace X (1960-1980) a milenidlové (1980—
2000).

McCrindle (2010) pak pracuje s rozdélenim na sedm generaci: Federation
generace (narozeni pred rokem 1924), Builders (1925-1945), Baby Boomers
(1946-1964), generace X (1965-1979), generace Y (1980-1994), generace Z
(1995-2009) a generace Alpha (2010-2024).

V této studii je pouzito vymezeni McCrindleho (2010), ktery generaci Z definuje
obdobim let 1995 az 2009. Studie se dale zamérfuje predevsim na generace,
které jsou v souclasnosti zastoupeny na pracovnim trhu, pocinaje Baby
Boomers.

Generace Baby Boomers je podle Zemkeho a kol. (2013) charakterizovana
aktivnim a energickym pfistupem k praci a drazem na lidskost. Jeji pfislusnici
usiluji o vytvareni spravedlivého pracovniho prostfedi s rovnymi pfilezitostmi a
jsou spojovani s obdobim obcanskych prav a posilovani rozmanitosti.

Generace X je podle Klimové (2022) typickd pragmatismem, dlirazem na jistoty
a loajalitou vici zaméstnavatelim. Zastupci této generace byvaji vnimani jako
individualisticti, stabilni a s nizkou mirou fluktuace. Jsou spojovani s vysokou
pracovni mordlkou, respektem k tradi¢nim hodnotam a ddrazem na financ¢ni
stabilitu.

Generace Y se odliSuje globalizovanym charakterem. Podle Berg (2020) jde o
prvni generaci vyrlstajici ve svété, kde kulturni vlivy pfesahuji geografické
hranice. Formujicimi udalostmi byly pad Zelezné opony, treti pramyslova
revoluce a rozvoj internetu. Generace Y je proto flexibilni, adaptabilni a
oteviena zménam. Specifickd vychova, kterd ¢asto zdlraznovala individualitu a
vyjimecnost, vSak mohla pfispét k vyssimu sebevédomi, ale i k vétsi citlivosti
vUci kritice.

Na tuto charakteristiku navazuje generace Z, ktera aktudlné vstupuje na
pracovni trh a na nizZ se tato studie soustfedi.
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Tabulka 1: Vymezeni generaci dle McCrindleho

Generace Casové vymezeni
Baby Boomers 1956-1964
Generace X 1965-1979
Generace Y 1980-1994
Generace Z 1995-2009

Zdroj: vlastni zpracovani

2.1 GeneraceZ

Generace Z je podle McCrindleho (2010) nejvice materialné zabezpecenou,
technologicky adaptovanou, globdlné propojenou a formalné vzdélanou
generaci v dosavadni historii. Zavodna (2023) zdUraznuje, Ze jeji pfislusnici jsou
citlivi, podporuji rozmanitost a diky globalizovanému charakteru sdileji
podobné hodnoty a postoje napfic rlznymi zemémi.

Formovani generace Z probihalo v obdobi ekonomickych krizi a geopolitickych
nejistot. Na rozdil od predchozich kohort byli jeji pfislusnici od Utlého véku
intenzivné vystaveni mezindrodnimu prostfedi prostrednictvim globalnich
znacek a digitalnich technologii. Klicovym faktorem utvafejicim hodnoty a
postoje generace Z jsou socialni sité. Jayatissa (2023) uvadi, Ze generace Z je
charakterizovana nejen digitdlnim nativismem, ale také pragmatismem,
preferenci rovnovahy mezi pracovnim a osobnim Zivotem a ddrazem na
otevienost a diverzitu. Tyto hodnoty odlisuji generaci Z od predchozich

v

generaci a vyznamné ovliviiuji jeji ocekavani od pracovniho prostredi.

Vyznam rovnovahy mezi pracovnim a soukromym Zivotem potvrzuji i studie z
oblasti fizeni lidskych zdrojU, podle nichZ praveé pfislusnici generace Z kladou na
work-life balance vétsi dlraz nez starsi generace (Sdnchez-Hernandez et al.,,
2019). Nedostatek rovnovahy pak mize plsobit jako vyznamny stresor, ktery
se promita do jejich profesni spokojenosti i celkového well-beingu.

Podle Bera (2020) travi generace Z vétsinu volného ¢asu online. Internet a
socialni sité se pro ni staly hlavnim zdrojem zabavy, informaci i socidlnich
interakci. Mezi autority této generace patfi influencefi a tvlrci obsahu na
platformach jako YouTube, Instagram, Snapchat, TikTok ¢i Twitter, jejichz
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ndzory maji vyznamny dopad na formovani hodnot a Zivotnich postojU.
Soucasné se generace Z vyznacuje veétsi otevienosti v projevech nazor(, coz
souvisi s anonymitou digitalniho prostfedi.

Generace Z rovnéz vykazuje silnou touhu po profesnim Uspéchu a nezavislosti.
Mnozi jeji pfislusnici preferuji flexibilni formy prace nebo podnikani pred
tradi¢nim zaméstnaneckym pomérem. U ¢asti z nich se objevuje podnikatelsky
duch, diky némuz mohou dosahnout spolec¢enského i ekonomického uznani jiz
v mladém véku.

Z téchto charakteristik vyplyvd, Ze generace Z pfinasi na pracovni trh
jedine¢nou kombinaci digitdIni kompetence, vysokych ocekavani a citlivosti na
pracovni podminky. Tyto faktory mohou byt zdrojem jejiho profesniho rozvoje,
ale také vyznamnymi stresory, pokud nejsou organizacné reflektovany.

3 PRACOVNI STRES, EFEKTIVITA PRACE A WELL-BEING

Pracovni stres je v odborné literature obvykle definovan jako nesoulad mezi
naroky, které jsou na zaméstnance kladeny, a zdroji, které ma k dispozici. Podle
Svétové zdravotnické organizace (WHO, 2020) predstavuje pracovni stres
odpovéd organismu na pozadavky a tlaky, jez neodpovidaji schopnostem a
znalostem jedince. Objevuje se v rliznych pracovnich situacich, pricemz jeho
intenzita narlstd zejména tehdy, pokud zaméstnanec postrada podporu nebo
kontrolu nad pracovnimi procesy.

Rozsah pracovniho stresu je v soucasnosti znacny. Podle Udajd Evropské
agentury pro bezpecnost a ochranu zdravi pfi praci (EU-OSHA) trpi pfiblizné
polovina zaméstnancl v Evropé rlznymi formami pracovniho stresu. Podobna
situace se potvrzuje i v Ceském prostfedi — prlzkum Univerzity Karlovy a
Veobecné fakultni nemocnice v Praze ukdzal, 7e pro 39 % Cech( pfedstavuje
zaméstnani vyznamny zdroj stresu (Jouza, 2020). Tyto skutecnosti dokladaji, ze
pracovni stres neni okrajovym jevem, ale fenoménem s dopady na zdravi i
ekonomickou vykonnost.

Vyznam studia pracovniho stresu spocivd predevsim v jeho dopadu na
efektivitu a well-being zaméstnancil. Urban (2019) zddrazniuje, Ze ¢asté projevy
stresu vedou k Unavé, zvySené chybovosti a k narusovani tymové spoluprace.
Podobné Timotius a Octavius (2022) uvadéji, ze stres snizuje produktivitu
dvojim zpUsobem: primo prostrednictvim fyziologické a psychické zatéze

www.sting.cz/acta_sting



https://www.sting.cz/acta_sting/

ACTA STING, 1/2025, vol. 14, ISSN 1805-6873

(aktivaci hormonalni odpovédi), a nepfimo prostrednictvim zhorseni
mezilidskych vztah( na pracovisti.

Soucasné literatura upozoriuje na souvislost mezi stresem a subjektivnim well-
beingem zaméstnancl. Koncept well-beingu vychazi z pozitivni psychologie a
zahrnuje snahu zaméfit se na pozitivni aspekty lidského prozivani, jako je
naplnéni potencialu, udrzovani zdravi a rovnovdha mezi pracovnimi a osobnimi
rolemi (Seligman, 2000). Sonnentag (2015) rozliSuje dvé slozky well-beingu:
hédonickou, spojenou s pocity pohody, a eudaimonickou, kterd vyjadfuje
naplnéni a smysluplnost Zivota.

Nadmeérny pracovni stres ma vSak dopady i na fyzické zdravi. WHO (2020) uvadi,
ze pretrvavajici tlak v zaméstnani mlze vést nejen ke snizeni vykonnosti
organizaci, ale také k somatickym onemocnénim zaméstnancu.

V odborné literature se presto objevuji i nuance: nékteré studie zdUraznuji, ze
pracovni stres nemusi byt vzdy jednoznacné destruktivni. Timotius a Octavius
(2022) hovoti o jeho potencidlnim dopadu, nikoliv o automatické kauzalité.
Hirschle a Gondim (2020) upozornuji, Ze i kdyZ je negativni vztah mezi stresem
a well-beingem prevladajici, existuji kontexty, v nichZ tato souvislost neni
jednoznacna. Tyto poznatky ukazuji, Ze pracovni stres nelze vnimat pouze jako
univerzalni determinant zhorseni zdravi a vykonnosti.

Z tohoto ddvodu je nezbytné zkoumat konkrétni stresory a jejich individualni
dopad na zaméstnance. Cilem této studie je proto identifikovat specifické

stresory u generace Z a posoudit jejich vyznam vzhledem k celkovému proZivani
stresu a jeho dasledkdm.

4 METODOLOGIE

Cilem studie bylo identifikovat pracovni stresory, s nimiz se setkdvaji pfislusnici
generace Z, a porovnat je s obecné popisovanymi stresory uvadénymi v
odborné literature. Na zakladé tohoto srovnani byl vytvofen stresovy profil
specificky pro tuto vékovou skupinu, jenz maze byt vyuzit zaméstnavateli pfi
nastavovani strategii ke zmirnéni &i eliminaci pracovniho stresu.
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Studie byla koncipovana tak, aby odpovédéla na dvé hlavni vyzkumné otazky:

Vyzkumna otdzka 1: Jaké pracovni stresory generace Z vnima a do jaké miry se
shoduji s obecné popisovanymi stresory?

a) Jaké konkrétni stresory se v pracovnim prostfedi u generace Z objevuji?
b) Které z obecnych stresor(l jsou pro generaci Z relevantni a které naopak
nejsou respondenty zmifiovany?

Vyzkumna otdzka 2: Jak mohou zaméstnavatelé reagovat na pracovni stresory
u této generace?

K zodpovézeni prvni otazky byly provedeny polostrukturované hloubkové
rozhovory, jejichz prostfednictvim byly identifikovany a nasledné
kategorizovany stresory uvadéné respondenty. Tyto Udaje byly porovnany s
péti kategoriemi obecnych stresor(l, vymezenych na zakladé literarni reserse.
Zavaznost jednotlivych stresorll byla hodnocena respondenty pomoci
pétibodové Likertovy skaly (1 = minimalni stres, 5 = extrémni stres).

K druhé vyzkumné otdzce poskytla data opét polostrukturovana interview,
béhem nichz respondenti reflektovali své strategie zvladani stresu a hodnotili
opatreni, kterd jejich zaméstnavatelé podnikaji nebo by potencidlné mohli
podniknout.

Vyzkumny vzorek tvofilo osm respondentl ve véku 19-25 let, ktefi spliovali
nasledujici kritéria:

= genderova vyvazenost — zahrnuti respondentd obou pohlavi,

= rdznorodé vzdélani — zastoupeni stfedniho i vysokoskolského vzdélani,

= pracovni zkuSenost v oboru — vsichni respondenti byli zaméstnani v
oblasti, v niz se chtéji profesné rozvijet, aby byla zajisténa relevance
jejich zkusenosti.

Sbér dat probihal formou polostrukturovanych rozhovor( podle pfedem
pfipravenych tematickych okruhd. Tento postup umoznil ziskat hlubsi vhled do
prozivani respondentd pfi zachovani moznosti jejich volného vyjadreni.
Vzhledem k citlivému charakteru dat byla vSechna interview anonymizovana.

Analyza dat probihala v nékolika krocich. Nejprve byly rozhovory prepsany
pomoci softwaru Transkriptor, ndsledné importovany do programu MAXQDA
Analytics Pro (24.2.0) a analyzovany metodou otevieného kdédovani.
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ldentifikované kody byly seskupovany do Sirsich kategorii, k nimz byla pfifazena
i hodnoceni zavaznosti podle respondentd. Vysledkem bylo vytvoreni
stresového profilu generace Z, ktery kromé samotnych stresor( obsahuje i
jejich projevy, zpUsoby zvladani a doporuceni adresovana zaméstnavatellim.

5 VYSLEDKY

V kapitole shrnujeme hlavni oblasti, co kterych nejvyznamnéjsi stresory
generace Z na pracovnim trhu spadaji.

5.1 Komunikace

Komunikace se ukazala jako jeden z nejvyznamnéjsich stresor(l. Sedm z osmi
respondentl uvedlo, Ze jim interakce s nadfizenymi pUsobi stres. Pét z nich
pfitom pfipisovalo problémy predevsim samotnym vedoucim pracovnikim.

Respondenti uvadeéli zejména nedostatecnou Cetnost komunikace a absenci
aktudlnich informaci. Jak uved| jeden z Ucastnik(l (25 let, HR specialista):
,Komunikace mezi jednotlivymi stupni vedeni ob&as vdzne. Clovék nemd vZdy
aktudlIni informace o déni ve firmé a musi si je dohleddvat. Je stresujici, kdyz
informace neziskdvam pfimo od nadfizeného, ktery by je mél preddvat.”
Podobné jiny respondent (19 let, truhlar) konstatoval: ,, Od vedoucich ocekavam
vétsi informovanost. Casto musim aktivné vyhleddvat informace sdm, co? je
zatézujici.”

Kromé nedostatecné cetnosti komunikace byla zmifovdna i neschopnost
vedoucich naslouchat potfebam zaméstnancl a nedostatek upfimnosti. Tyto

poznatky potvrzuji také Moon a Lee (2024), ktefi zjistili, Ze mladi pracovnici

v

Casto obtizné zvladaji hierarchické prostfedi a nedostatek horizontdlni
komunikace, coz vede k pocitim nejistoty. Podobné Flynn et al. (2025)
prokazali, Ze absence podpory a zpétné vazby u studentl oSetrfovatelstvi

generace Z zvySuje Uzkost a stres.

5.2 Finance

Finan¢ni otazky patfily k nej¢astéji zmifiovanym stresordm, prestoze zkusenosti
respondent se liSily podle formy Uvazku a Zivotni situace.

Napfriklad respondentka (25 let, Ucetni) uvedla, Ze nizké financni ohodnocent ji
vedlo k setrvani na zkraceném uvazku: ,Mzda neodpovidd obdobnym pozicim,
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ale prdci nevykondvam jen kvdli financim, také kvili kolegum. Presto musim
zvaZovat zménu zaméstnani.” Jiny respondent (25 let, HR specialista)
konstatoval: ,Plat pokryva pouze zdkladni ndklady, na dovolenou musim sporit
dlouhodobe.”

Specifickym pfikladem byla zkugenost respondenta — OSVC (23 let, pojistovaci
zprostredkovatel), ktery uvedl: ,Mdj prijem je znacné kolisavy. V obdobich, kdy
se nedafi uzavirat obchody, pocituji silnou nejistotu a obavy z minimdlniho
vydélku. To md negativni vliv na mou ndladu i kvalitu spdnku.”

Tyto vypovédi ukazuji, Ze financ¢ni situace mlzZe byt pro generaci Z vyznamnym
zdrojem nejistoty, a to jak u zaméstnancu v tradi¢nich pracovnich pomérech,
tak u osob samostatné vydélecné cinnych.

5.3 Nedostatec¢né ocenéni

Nedostatek slovniho ocenéni byl dal$im silné akcentovanym stresorem. Ctyfi
respondenti vyslovné uvedli, Ze absence pochvaly ¢i podékovani vyznamneé
snizuje jejich pracovni motivaci.

Respondentka (25 let, ucetni) poznamenala: , Slovni ocenéni je spise vyjimecné,
pochvala se objevuje jen zfidka.” Dalsi Ucastnice (23 let, referentka ve statni
sprave) doplnila: ,Za vice neZ dva roky v prdci jsem nedostala Zadné pozitivni
hodnoceni ani podékovani.”

Tyto zkuSenosti potvrzuji vyznam uznani a zpétné vazby, které mohou pulsobit
jako vyznamny motivacni faktor. Absence ocenéni navic Uzce souvisi s
pfedchozimi kategoriemi stresord, zejména s komunikaci a finanénim
ohodnocenim.

5.4 Projevy stresu

Respondenti popisovali Siroké spektrum fyzickych a psychickych projevi stresu.
Nejcastéji uvadéli nervozitu, strach, gastrointestindlni obtiZe, koktani, zvySenou
chybovost, zrudnuti a tendenci k uzavirani se.

Napfriklad respondent (25 let, sportovni analytik) uvedl: ,Stres se u mé
promériuje v nervozitu, kterd zdsadné sniZuje mou pracovni vykonnost.”
Respondentka (21 let, asistentka pedagoga) popsala: ,Pod vlivem stresu
zacinam délat chyby, které bych jinak neudélala, a jedndm zmatecné.”
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Dalsi respondent (25 let, HR specialista) doplnil: ,Stres negativné ovlivriuje mou
soustredénost i rozhodovani. Nékdy se zakoktdm nebo reaguji nevhodné.”
Podobné jind respondentka (25 let, ucetni) popsala: ,Pri stresu jsem
zpomalend, nervozni a méné vykonnd. Chybovost se zvysuje i pfi rutinnich
ukolech.”

U nékterych respondentl se stres promital i do negativniho vztahu k praci
samotné, jak uvedl napfriklad ucastnik (19 let, truhlar): ,Stres mé demotivuje
natolik, Ze se mi nechce chodit do prdce a déldm chyby i v béZnych tkolech.”

Tyto projevy dokladaji, Ze pracovni stres u generace Z mdze mit pfimy vliv na
individualni vykonnost i na celkovou pracovni spokojenost.

6 DISKUSE A ZAVERY

Vysledky vyzkumu ukazaly, Ze nejvyznamnéjsimi pracovnimi stresory generace
Z jsou nizkd mzda, problémy v komunikaci s nadfizenymi a nedostatecné
ocenéni — at jiz ve formé financni, ¢i verbalni. Tyto zavéry jsou v souladu s
publikovanymi studiemi vénujicimi se pracovnimu stresu u mladsich generaci.
Zaroven se ukazalo, Ze generace Z klade na vztahy s nadfizenymi a na okamzitou
zpétnou vazbu vyrazné vétsi dliraz nez starsi generace, coz potvrzuji i studie
Moon a Lee (2024) nebo Flynn et al. (2025).

Vedle téchto faktorl respondenti ¢asto zmiriovali také nejistotu zaméstnani a
Casté organizacni zmény, které rovnéz zvysSuji stresovou zatéz. Lze tedy
konstatovat, Ze vétSina identifikovanych stresorll odpovida tém, které uvadi
odborna literatura, avSak u generace Z nabyvaji nékteré z nich vyraznéjsi
intenzity — zejména vztahy s nadfizenymi a potfeba kontinudlni zpétné vazby.

.

Vyznamnou roli hraji také ekonomické aspekty. Respondenti casto

zdUraznovali, Ze jejich mzda neodpovida dosazenému vzdélani ani ocekavanim.
To mUze souviset s jejich novym postavenim na trhu prace a s nedostatkem
praktickych zkugenosti, jak uvadi PROSOVA (2023). V diisledku toho se objevuji
pocity nespokojenosti a frustrace, které se mohou transformovat do nizsi

pracovni motivace.

Dllezitym zjisténim je, Ze identifikované stresory ¢asto vyvolavaji u prislusnikd
generace Z pocity ménécennosti a nedostate¢ného uzndni. Problémy v
komunikaci (zejména nedostatek informaci a absence naslouchani), nizké ci
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nejasné komunikované platové podminky a nedostatek ocenéni vytvareji
prostredi, které mize u mladych zaméstnancl oslabovat pocit vlastni hodnoty.

Vyzkum rovnéZz potvrdil souvislost mezi stresem a pracovnimi vysledky.
Respondenti uvadéli, Ze stres snizuje jejich efektivitu prostfednictvim nervozity,
ztraty koncentrace a chybovosti. Néktefi popsali i psychosomatické projevy,
jako jsou gastrointestinalni obtiZze nebo poruchy feci. Tyto symptomy dokladaji
primy vliv stresu na vykon a celkovy pracovni well-being, coZ odpovida zavérim
pfedchozich studii (Urban, 2019; Timotius a Octavius, 2022).

Identifikace specifickych stresor( generace Z ma pro zaméstnavatele prakticky
pfinos. Vysledky ukazuji, Ze optimalizace komunikacnich procesd, nastaveni
transparentniho systému odménovani a pravidelnd zpétnd vazba mohou
vyznamneé prispét ke zvysSeni spokojenosti i retence mladych zaméstnancu.
Vhodnym opatfenim se jevi zejména zavedeni pravidelnych individudlnich
setkani (,,one-to-one”), jejichz prostfednictvim mohou nadfizeni reagovat na
potfeby zaméstnancl, poskytovat podporu a sdilet informace o aktualnim déni
vV organizaci.

Dale je vhodné uvaZovat o zavedeni jasnych metrik hodnoceni vykonu (KPI),
které umozni objektivné hodnotit praci zaméstnancd a posilit jejich motivaci.
Transparentni komunikace o mzdové strukture a moznostech profesniho ristu
mUzZe zmirnit nejistotu a posilit ddvéru zaméstnancl v organizaci. Pokud neni
mozné okamzité zvySeni mezd, |ze vyuZit alternativni formy benefitl, napfiklad
prispévky na pojisténi ¢i podporu vzdélavani.

Vysledky této studie podtrhuji potfebu, aby zaméstnavatelé vénovali zvysenou
pozornost specifickym poZadavklm generace Z. Zohlednéni téchto faktord
mUze prispét nejen k vyssi spokojenosti zaméstnanctl, ale také ke zlepseni
celkové pracovni atmosféry a efektivity organizace.
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MARKET STRUCTURE ANALYSIS OF THE CZECH MACHINERY
MANUFACTURING INDUSTRY

Nikola Sobotkova, Vojtéch Bartos

Abstract: This research examines the market structure of the Czech engineering
industry using the Herfindahl-Hirschman Index and other microeconomic
indicators to identify the degree of competition and market concentration in the
sector. The analysis covers 1,876 active engineering companies in the Czech
Republic from 2014 to 2023. The HHI values found indicate very low market
concentration. Combined with estimates of price elasticity of demand, the price
parity model, and the return on investment indicator, the results suggest that
the sector exhibits characteristics of a highly competitive and fragmented
market. In such a highly competitive environment, technological innovation by
individual companies appears to be a key determinant of their long-term
competitiveness.

Keywords: CZ-NACE 28, market structure, market concentration,
competitiveness

JEL klasifikace: D41, 11, L60

1 INTRODUCTION

This research focuses on identifying the market structure of the Czech
engineering industry and determining the degree of competition in this sector.
The structure of a specific industry market can be identified using selected
models, which can be used to determine the market's concentration, the
number of companies operating in the industry, their market shares, the
barriers to entry into the industry, and the behaviour of companies. Following
on from this statement, the research question is as follows: "What is the degree
of competition and market concentration in the engineering industry in the
Czech Republic?"
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From the perspective of the Czech economy, this research focuses on the
secondary sector, within which the manufacturing industry represents the
largest share of production, as, according to available data, it accounts for 65%
of production within the secondary sector of the economy (Czech Statistical
Office [CSO], 2024). This share is illustrated in the chart below.

Figure 1: Composition of the secondary sector of the Czech economy

The secondary sector of the economy, share (in
%)

|

"~

= B Mining and quarrying ® C Manufacturing industry
= D Production of electricity, gas and heat m E Water supply

F Construction

Source: Own processing

The manufacturing industry (CZ-NACE C) encompasses a broad spectrum of
activities categorized into groups CZ-NACE 10 to 33. Within these groups, the
largest share is held by the engineering sector, which mainly comprises groups
CZ-NACE 25 to 33. The specific sector CZ-NACE 28, which is the subject of this
research, represents the third largest group within this focus. The largest
representative is CZ-NACE 28, followed by CZ-NACE 25. This group, therefore,
represents one of the key pillars of industrial production in the Czech Repubilic,
and its performance has a direct and significant impact not only on the stability
of the domestic economy but also on the country's export performance and
competitiveness in international markets. This sector accounts for a significant
part of the gross value added of the Czech industry. In the face of increasing
global pressures, technological change, and the challenges associated with
sustainable development, it is now more important than ever to understand its
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internal economic structure and the competitive relationships that prevail
within it. (CSO, 2024)

Although the performance of individual companies in a given industry is often
analyzed by many authors in the literature, for example (Chaithanapat et al.,
2022), (Ozmutlu & Can, 2022), (Celik & Uzungarsili, 2023), and (Baby et al.,
2024), and many others, less attention is paid to the structural characteristics
of the market. Foreign and domestic literature mostly focuses on modelling
market structures primarily in connection with regulatory interventions, which
has already been addressed by (Joskow & Rose, 1989). However, the literature
searched on this topic lacks publications that deal with the use of
microeconomic analyses to determine market structure, specifically in the
engineering sector. However, knowledge of market structure is an important
aspect of understanding how the industry operates. Market structure
fundamentally influences the behaviour of firms, their investment strategy, and
has a significant impact on the long-term efficiency and innovativeness of the
sector.

The purpose of this research is to explore the market structure of the
engineering sector in the Czech Republic by employing selected
microeconomic models. The research also seeks to identify the factors that
most influence the maintenance of competitiveness in Czech engineering,
based on previous findings about market structure. The study thus contributes
to a deeper understanding of the economic nature of the Czech engineering
industry.

The introduction to the article represents the issue in question. This chapter
will be followed by a literature review, which provides the theoretical basis for
the issue. The following chapter describes the data, the process of obtaining it,
and the methods used to identify and verify the characteristics of the market
structure of the sector. The next chapter will present the results, and the article
will end with a conclusion.

2 LITERATURE REVIEW

Understanding the market structure is fundamental to sector-level economic
analysis. It shapes firm behaviour, pricing strategies, innovation incentives, and
the efficiency of resource allocation. The structure of a market provides a
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conceptual framework for analyzing the nature of competition, the distribution
of market power, and overall sector performance. The traditional distinction
lies between models of perfect and imperfect competition, although real-world
markets typically fall somewhere along this continuum. Identifying the
prevailing market structure in a given industry and its defining features is thus
essential for assessing competitive dynamics and policy implications. Economic
literature offers a range of theoretical models.

Perfect competition, as rigorously defined by Robinson (1934), is a market
structure in which the demand for an individual seller’s output is perfectly
elastic. This aligns with (Chamberlin, 1933) notion of pure competition, which
is narrower than broader interpretations that propose multiple market
conditions. Contemporary economic theory tends to adopt these broader
interpretations, such as Chamberlin’s conditions of perfect competition, which
consist of four core assumptions: (1) numerous buyers and sellers participate
in the market; (2) firms offer homogeneous products; (3) there are no market
barriers to entry or exit; (4) all participants have perfect information. While this
theoretical framework provides essential insights into market efficiency and
behaviour, Robinson acknowledged that perfect competition is impossible in
practice, making it a limiting case for analytical purposes, such as ours.
(Mankiw, 2023) The model of perfect competition is therefore only a
theoretical concept with very strict assumptions that are practically impossible
to fulfil in a real economic environment.

At the other end of the spectrum are market structures that deviate from the
assumptions of perfect competition. Monopolistic competition, as formalized
by Chamberlin (1933), preserves the condition of many sellers but introduces
product differentiation, allowing firms to exercise some degree of market
power. Oligopoly is characterized by a small number of dominant firms whose
decisions are interdependent, often analyzed through game theory. Monopoly
represents the extreme case, where a single firm supplies the entire market,
typically protected by legal protection or high entry costs. Table 1 summarizes
the degree to which each structure aligns with assumptions of perfect
competition.
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Table 1: Market structures and their compliance with perfect ompetition
assumptions

Market Structure Many Identical Perfect No Entry/Exit
Buyers Products Information Barriers
and
Sellers
Perfect competition v v v v
Monopolistic v differentiated some asymmetry v
competition
Oligopoly few can be strategic high barriers
sellers identical uncertainty
Monopoly one seller unique likely asymmetric blocked entry
product

Source: Own processing

Regardless of whether the models are perfect or imperfect competition, the
determination of market structure is based on a set of general assumptions, as
is evident from the table above. The present research, therefore, focuses on a
detailed analysis of these structural characteristics of the selected industry to
identify and interpret conclusions specific to the industry under study.

The first characteristic is the assumption of numerous buyers and sellers. This
implies that no individual actor can influence market prices. This is usually
operationalized through concentration indices. The most commonly used
quantitative indicator of market concentration is the Herfindahl-Hirschman
Index (HHI). Alow HHI and a large number of firms are indicative of competitive
environments, as evidenced by empirical work linking structure to pricing
power (Bresnahan, 1989; De Loecker & Warzynski, 2012).

The Herfindahl-Hirschman Index (HHI) is the most used tool to consider the
concentration of a particular market and allows for an analysis of the
distribution of market power between industry players (Kvalseth, 2021). This
index measures the degree of market concentration and is often used to
classify a market according to the degree of competition. The values of the
Herfindahl-Hirschman index allow an empirical determination of whether an
industry is close to the competitive model or low concentration, or whether it
shows signs of dominance by a few large players, indicating high concentration.
In the context of this study, the Herfindahl-Hirschman index will be used as an
analytical tool for identifying the first key characteristic determining the
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resulting market structure of the engineering sector in the Czech Republic.
(Carlton & Perloff, 2015)

The Herfindahl-Hirschman index, based on (Hirschman, 1945) and (Herfindahl,
1950), is seen as a tool for estimating the potential of market power, according
to (Kanagala et al.,2004). It is considered a suitable tool for assessing market
concentration. A paper dealing with the construction sector also analysed
market concentration using the HHI. Other authors, for example (Peleckis,
2022), perceive HHI as a practical tool for strategic decision-making by
companies. The relationship between market structure, using HHI to identify
market concentration. and the performance of construction firms has also
been investigated by (Kim & Reinschmidt,2012). The Herfindahl-Hirschman
index has been seen as a methodological basis in assessing competitive market
structure, according to (Rhoades, 1993). The only research dealing with the
intensity of competition in the engineering industry from an international
market perspective was developed according to (Zhao et al.,2019).

The second characteristic is product homogeneity, which can be assessed by
examining the price elasticity of demand. In competitive markets, identical
goods exhibit high substitutability and minimal price variation (Chamberlin,
1933; Stigler, 1961). A high price elasticity of demand suggests that consumers
readily switch to alternatives in response to price changes, indicating product
homogeneity and market competition. In a perfectly competitive market,
elasticity should be very high, ideally approaching infinity. In monopolistically
competitive markets, demand remains elastic due to the presence of close
substitutes, but not perfectly so, reflecting some degree of product
differentiation. The price elasticity of demand in an oligopolistic market can
vary significantly due to the complex interplay of competition. In a monopoly
market, there is no close substitute, and demand tends to be more inelastic
compared to other market structures (Frank & Bernanke, 2004).

The third characteristic, free entry and exit, can be tested using dynamics in
profitability, firm turnover rates, or evaluating capital requirements as
structural entry barriers, which measure capital costs or sunk costs. Empirical
approaches also include analysis of return on investment (ROI) and persistent
profitability trends to assess entry restrictions (Blazkova & Hélova, 2022). This
research will assess barriers to entry and exit in the industry using capital
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intensity for entry into the industry and subsequent analysis of the return on
these initial investments.

The final characteristic is perfect information, which implies that market
participants possess full knowledge of prices and product quality. As direct
measurement is difficult, researchers often use proxies including observed
price transparency, consumer search cost indicators, and mechanisms of price
discovery — building on foundational insights on information asymmetries
(Akerlof, 1970; Stigler, 1961).

Given the importance of the engineering sector for the Czech economy and its
traditionally strong export orientation, the study of its market structure and
competitive dynamics is relevant from both academic and practical
perspectives. The aim of the research is therefore to empirically identify the
level of competition and the degree of market concentration in the engineering
industry in the Czech Republic through the application of quantitative
indicators that define the characteristics of its market structure.

3 METHODS AND DATA

3.1 Research database

Data for the machinery and equipment manufacturing firms were sourced from
the ORBIS database. The data were selected from the database based on
selected criterial. The necessary accounting data was obtained for the last 10
years, for the period 2014-2023. This selection has provided a detailed
database of the necessary data for a robust analysis. The research through this
selection process obtained data on a total of 15,728 engineering enterprises.
However, these enterprises have the status of active or not terminated, but
records established around 1990 and are no longer operating or established in
2024, hence not yet active in 2023. These are new enterprises that do not yet
report accounting data and are not relevant for the calculation. After the
reduction of these incorrect data, the total number of relevant enterprises

1 The engineering sector in the Czech Republic is very large, therefore, the research focused
on a specific group of the sector, namely active enterprises in the Czech Republic falling
under the category CZ-NACE 28, manufacture of machinery and equipment, including micro-
enterprises. For market concentration, it is necessary to consider all enterprises in the
calculation.
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remains 1876 enterprises with relevant data. It should be noted that 70% of
these are micro-enterprises. This is compounded by the fact that micro-
enterprises are not obliged under Czech accounting to report data to the same
extent as other categories of enterprises. The data show a lot of fluctuations or
N/A values; for this reason, it is necessary to eliminate these extremes in the
calculations for the integrity of the data. This can be achieved by using
a Winsorised mean with a 40 % trimming, which means a 20 % trimming of
outliers from each side. This will make the data more transparent.

Table 2: Sample selection process

Step Description Number of companies
1 Initial dataset 15,728

2 Inactive firms 9,498

3 Newly established 4,354

4 Final sample 1,876

Source: Own processing

Figure 2: Percentage composition of the final sample of companies

Final sample

m Micro = SMEs m Large

Source: Own processing

3.2 Theoretical and methodological foundations

In our choice of methods, we follow conventions where applicable and select
alternatives in cases where data is insufficient. To test the first characteristic,
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which ultimately determines the structure of the market, i.e., the existence of
a large number of sellers and buyers, we use a modification of the Herfindahl-
Hirschman Index in our research. From the calculation procedure, it can be
indirectly deduced whether a few or many companies are operating in the
market. This data is obtained using the Orbis database, as presented above.
Based on this step, the result of the first characteristic of the selected industry
can be identified. The number of entities operating in the market is also linked
to their market shares. This represents market concentration. Market
concentration is another key feature of the market structure of the industry,
and also the degree of competition in the industry. Using the full application of
HHI, the level of market concentration can be estimated. HHI is calculated as
the sum of the squared market shares of all firms operating within a given
market:

HHI = Y (s;2) (1)

where si is the market share of firm i, i is a number from 1 to n, and n is the
number of firms in the market?. The interpretation of HHI values follows the
conventional thresholds formalized by the U.S. Department of Justice and
Federal Trade Commission (2010) and described in Table 2.

Table 3: Interpretation of the Herfindahl-Hirschman Index (HHI)

HHI Range Concentration Description

HHI < 1,500 Low Many firms with similar
market shares

1,500 < HHI £2,500 Moderate Several firms hold
significant market shares

HHI > 2,500 High A few dominant firms with

large market shares

Source: Own processing

The Herfindahl-Hirschman Index (HHI) measures the degree of concentration,
i.e., the distribution of market shares among companies. The result, therefore,
serves as an indicator of potential competition or dominance in the market. For
a more comprehensive determination of the market structure of a given

2 The market share is calculated as a ratio of average sales to the total turnover of the
industry; percentages are used as whole numbers, as in 25 instead of 0.25, to follow the
conventions.
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industry, it is therefore necessary to supplement the results with other
indicators, such as price elasticity of demand and return on investment, which
can better capture the competitive behaviour of companies.

We test product homogeneity by measuring the price elasticity of demand. Due
to a lack of firm-level price and quantity data, we use the sales-to-relative-price
relationship as a proxy. First, we estimate the quantity sold annually by dividing
total industry sales by the average producer price indices for the
manufacturing/engineering industry from the Czech Statistical Office. Then, we
calculate the natural log of both the relative price and the estimated quantity:

INnQ=a+B8*InP+e; (2)

We plot a time-series graph of log(quantity) against log(price) and fit a trend
line; y = ax+b, where a represents the estimated price elasticity of demand. If a
> 1, demand is elastic and consistent with strong competition and product
homogeneity. In the other case, it is indicative of some degree of market power
or product differentiation.

The presence of entry and exit barriers can be evaluated by analyzing the capital
requirements for a new venture. Entry into the engineering sector requires
significant capital investment, which we can see using the ORBIS database for
individual companies. The creation of a new enterprise entails costs associated
with the purchase of production facilities and warehouses, the acquisition of
machinery and equipment, software, investment in automated production
lines or robotic systems, and other technologies, or the costs associated with
obtaining the necessary licenses. Other costs are undoubtedly personnel costs
or operating costs in the form of materials, energy, etc. However, within the
barriers to entry into the sector, the most important are capital investments,
which are undoubtedly high. However, they can be supported by various
subsidy programmes. Despite these relatively high capital requirements, there
are no significant barriers to entry, such as legal or government regulatory
barriers. This fact also encourages the continuous emergence of new
engineering micro-enterprises, as can be seen from the database obtained,
where micro-enterprises account for 70 % of these enterprises, and 4 % of
them have recorded their emergence in 2023. A possible explanation may be
the high returns that these investments bring, which may attract new
enterprises to enter the market. This statement can be verified by the return
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on investment (ROI) indicator. If the indicator comes out above the
recommended normal value, it means a high return and market attractiveness
for the entry of new businesses. If the indicator comes out low, it will mean
that these investments in new business are not worthwhile and not profitable.
The research will use a modified calculation. The research considered the
return on investment as a ratio of profit in the form of EBIT and the most
capital-intensive investments that are required to be made when entering the
market, and may hinder entry into the industry, in the form of fixed assets (such
as machinery, buildings, equipment or technology) (Kumar & Li, 2016).

Another aspect is the level of market awareness. To determine whether the
market is perfectly informed, the price parity model can be used. In other
words, compare the average price within individual firms with the average price
of the industry. If the resulting deviations are small (close to the market
average), it can be concluded that the market exhibits price parity. There is no
data on the quantity sold in the database, so an alternative calculation must be
used. Divide the sales of each firm by the average price of the product in the
sector to obtain the estimated quantity. The research proceeded by estimating
this average price through the usual prices of the most common representative
in terms of production. For this article, the average price in the industry was
set at 1 million crowns. Using the ratio of the sales of each enterprise to the
average industry price, the quantity sold by each enterprise was estimated.
Using the cost of goods sold, which must be deducted from the sales of the
enterprise, and then dividing the difference by sales, the research obtained an
indication of the gross margin percentage of the enterprise. The research
calculated the average price of the product given enterprise as the cost of sales
per unit, considering the gross margin calculated above. The research
determined the percentage deviation from the industry average price. If these
deviations are not too large and prices are around the industry price, the
market shows price parity and is highly informed. Otherwise, the level of
market information is low (Montag & Winter, 2020).
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4 RESULTS AND DISCUSSION

4.1 Herfindahl-Hirschman index

In the first step, data on the number of companies operating in the sector were
obtained. There are currently 1,876 companies operating in the engineering
sector in the Czech Republic, which indicates a high number of sellers within
the first characteristic. Subsequently, the concentration of companies in the
sector was examined using HHI. This is because market concentration data is a
key quantitative characteristic of the market structure of a sector and is also
linked to the degree of competition in that sector.

The complete calculation is very extensive; only the resulting index for the
entire industry will be interpreted within the scope of this paper. The
calculation procedure has been commented on above. Due to the large amount
of data, it is not possible to transfer the entire calculation to the article.

HHI 2014-2023 = 95,35

The resulting index for the period is very low. At the same time, the
determination of the individual market shares of firms in the total turnover of
the sector shows that there are many firms with very similar market shares
cooperating in the sector, with no firm showing a leading position with a
significant market share. To check whether the index is indeed this low, the
Herfindahl-Hirschman index was also calculated separately for 2023.

HHI 2023 = 113,63

A very low Herfindahl-Hirschman Index indicates that the Czech engineering
sector is highly fragmented, with many small enterprises holding minimal
market shares. This reflects a high level of competition and very low market
concentration.

The Czech engineering industry, focused on CZ-NACE 28, therefore, represents
a market with many small companies with very small market shares. The large
proportion of microenterprises in the sector also underpins this fact.

No firm is strong enough to influence the price, and the market share of each
firm is only minimal. The degree of market concentration in the engineering
sector in the Czech Republic, therefore, indicates the existence of high
competitive pressure and market fragmentation. There were almost two

www.sting.cz/acta_sting



https://www.sting.cz/acta_sting/

ACTA STING, 1/2025, vol. 14, ISSN 1805-6873

thousand firms in the comparison, so it is not possible to present relevant
results within the scope of the paper. For if only a selection of firms were
presented, it would not be relevant. The largest share was held by the
engineering firm with a share of 0.042; the subsequent firms have a very similar
decreasing share.

4.2 The price elasticity of demand

Elasticity was estimated based on the relationship between the producer price
index and sales volume derived from revenues. It should be noted that the
approximation used does not reflect actual consumer responses, but serves as
an indicative measure of market sensitivity to price changes. The complete
calculation procedure is described above. By substituting the data on total
industry sales, the observed price indices, and the estimated quantity into the
resulting log-linear equation, the resulting equations were then graphically
represented by graphs. For illustrative purposes, the graph for the year 2023
has been selected.

Figure 3: The price elasticity in 2023

The price elasticity in 2023

25
20 y=19,811x - 19,757 ®
15

10

Source: Own processing
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The resulting elasticities for each year are shown in the table below.

Table 4: Price elasticity over the years

year price elasticity
2014 19,586
2015 19,656
2016 19,721
2017 19,729
2018 19,747
2019 19,764
2020 19,732
2021 19,709
2022 19,517
2023 19,811

Source: Own processing

It is important to note that, although the individual products in the engineering
sector appear to show considerable differences, their basic functions and uses
are the factors that confirm product homogeneity. An example is a machine
tool, the main purpose of which will always be the same. Price elasticity of
demand is one of the key indicators of competition between companies, as it
reflects how sensitive customers are to price changes. The more elastic the
demand is, the stronger the competitive pressure between companies. The
estimated results of price elasticity indicate a highly competitive environment
in the sector, with significant market sensitivity to price changes. The results
can be interpreted as confirmation of strong competition between companies.

4.3 Return oninvestment

To verify the absence of barriers to entry into the sector, for example, an
analysis of capital requirements can be provided. Capital investment at the
start of a business is certainly challenging in terms of entering the engineering
market, as a new business has to make large investments in terms of acquiring
buildings, warehouses, machinery, equipment, technology, etc. Thus, entry
into the industry is financially challenging. However, the number of new
engineering enterprises shows that the market is still attractive for new
enterprises. This attractiveness may stem from the high return on these initial
investments, where the business will eventually be very profitable. To test
market attractiveness, a modified ROI calculation for the industry was used,
where a high value will imply a high return on investment, which implies a
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significant attractiveness of new business entry. And a low value will represent
an unprofitable investment and low attractiveness of entering this market in
terms of high investment. Thus, if the value is low, the profitability of the
investment would be low, and entry would not be worthwhile. The calculation
procedure is again set out above. Below is a graph with the ROl calculations for
the whole period under review and their comparison with the recommended
value.

The ROl indicator serves here as a supporting tool for assessing the economic
attractiveness of the sector and the possible existence of entry barriers. A
higher average ROl suggests that investments in this sector are relatively
profitable, which may attract new businesses and thus strengthen competitive
dynamics.

Figure 4: Return on investment

ROI (%)

20 18,16 17,75
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16 15,75 15,04
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I || || || || || || || ||
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Source: Own processing

The chart above shows the ROl results for the years under review. According to
the financial analysis of the corporate sector, the general value of return on
investment should be around 10 %. Values above 15 % are then considered
very attractive. From the above, since 2015, there has been considerable
market attractiveness and stimulates the entry of new entities into the market,
thereby increasing the competitive dynamics of the sector. This again supports
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the claim that the engineering sector in the Czech Republic is a highly
competitive environment. This is also confirmed by the constant entry of new
micro-enterprises into the market.

4.4 The price parity model

The final aspect involved in defining market structure is market information,
which is measured in this study using a price parity model. By the above
calculation, the average price of the industry was compared with the average
prices of individual firms, and then the percentage deviations of individual firms
from the industry were determined. These deviations were given to all firms in
the industry. For clarity and interpretation, it was chosen to interpret the
average deviation across the industry. The average deviation for the whole
industry is found to be -11,4 %. However, it should be noted that the data
analysed is very large and inconsistent, with outliers.

The general deviations to confirm perfect information should be around 2—3 %,
but here the interpretation needs to be approached with great care. Across the
industry, we are comparing companies of different sizes and structures. For
these reasons, this calculation is an estimate. Due to the absence of direct
quantity data, the research employed an indirect method to approximate price
parity across firms, using estimated unit prices derived from gross margins and
a representative industry price benchmark. While this approach allows for a
rough indication of market awareness, its validity is limited due to the product
heterogeneity, estimation assumptions, and the use of a single average
industry price.

Another argument indicates that the price in the sector is determined by the
market is the already mentioned strong competition from many firms. Thus, if
a company were to try to set its price independently of the market, it would
risk losing customers, since the B2B sector has strong bargaining power and
usually requires a bid from several suppliers in each area. Assuming price
differentiation, the customer would choose the firm with the lowest price,
whereas in the case of price similarity, the customer decides based on the
quality or technological progress and innovation of the firm. In engineering,
then, it is essential to compete precisely through continuous innovation and
technological progress to maintain a competitive advantage. Here, the
research comes up against another argument, namely the importance of
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technological progress in the sector. Rapid technological progress and
innovation can reduce barriers to entry into the sector, as new technologies
can be more accessible to small enterprises, allowing more enterprises to enter
the market. In a highly competitive environment with many companies, firms
generally have very little opportunity to differentiate themselves from
competitors based on price or quality, innovation and technological progress;
therefore become a key factor in gaining competitive advantage
(Schumpeter,1942). This fact can also be called Schumpeterian competition.
Schumpeter placed great emphasis on the role of innovation as a driver of

economic growth.

5 CONCLUSION

Based on the applied models and empirical evidence, the machinery and
equipment manufacturing industry in the Czech Republic is characterized by
very low market concentration and a high degree of competition. The market
is dominated by numerous small firms with similar shares, leaving no single firm
in a dominant position. The attractiveness of the industry lies in its competitive
environment, where technological progress and innovation are essential for
sustaining firm-level performance. The results of the research, therefore,
suggest that Czech engineering represents a highly competitive, fragmented
market with a significant role for technological innovation.

Based on the analysis, it can be concluded that the engineering sector in the
Czech Republicis characterized by low market concentration, a high number of
active companies, and a high degree of competition. The Herfindahl-Hirschman
Index confirmed strong market fragmentation, price elasticity indicates high
market sensitivity to price changes, and return on investment indicates
attractiveness for new entrants. These factors indicate a highly competitive
environment with limited market power for individual companies. This study
provides a new perspective on the dynamics of the industry and highlights the
strategic role of innovation in a fragmented market. The conclusions of this
study thus provide an empirical basis for understanding the competitive
dynamics of the Czech engineering industry.

However, given the inconsistencies in available data and the limited
transparency of microenterprises’ accounting, the conclusions should be
viewed as a theoretical framework. Further research is needed to refine and
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deepen our understanding of Czech engineering, ideally integrating company-
and sector-level analyses with qualitative evidence. The conclusions of this
study are further limited by data availability and the simplification of the
models used. The HHI index, price elasticity, and ROl provide only a partial view
of market dynamics and do not include aspects that should be considered in
future research.
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