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[bookmark: _bookmark3]ABSTRACT

This study aims to explain the role of corporate governance on exports decisions with the moderating role of financial constraints. In this research we observed the way corporate governance is affecting exports decisions of Textile sector of Pakistan. Textile firms that were listed in Pakistan Stock exchange were used as a sample for the time period of 2017-2021. The study has used secondary data. Study finds that textile firms of Pakistan with high audit disclosure have high exports. Exports of textile firms tend to increase when proper rules and regulations are being followed. Financial constraints restrict and put negative impact on exports of textile firms of Pakistan. Corporate Governance six indexes were measured which include (structure of board, ownership structure, disclosure and transparency, audit committee, remuneration committee and right of shareholders). Financial constraints five indexes were incorporated (firm size, dividend payout, age of firm, leverage and Kz index). CGI has positive and significant relationship with exports this means that indexes of corporate governance move the firm towards internationalization. Moreover, Total CGI has positive relationship with exports. High CGI have high exports and vice versa. Corporate governance with financially unconstraint firms is also moving the firms towards internationalization. Financial constraints do hinder firm’s performance and decrease exports of textile firms in Pakistan.


Keywords: Export, Audit Disclosure,Total CGI, Financial Constraint, Corporate Governance
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[bookmark: _bookmark4]CHAPTER 1

[bookmark: _bookmark5]INTRODUCTION

[bookmark: _bookmark6]Background

Countries which are named as developed countries are quickly expanding their business on international level but on the other side Pakistan which is considered as developing country is still managing to export their manufactured goods to other countries. Exports of Pakistan are considered not much competitive as compared to others that’s why it become difficult to rise market share and to survive in international market. Lack of investment environment could be a reason behind this issue, which stops firms, to further expand. Some studies highlight the concept of export performance at both levels micro and macro. They talk about this issue at firm level (Akbar and Naqvi, 2001) Masakureet (2009) and Din et al (2009).
In developing countries financial constraints are those, which act as barrier, which hinders the further growth and investment. It is proven in recent studies that firms capacity to assess external finance further facilitate development of financial sector and in turn helps in growth of economy. Previous studies also gave us proof that if financial sector of firm expand the export also increases because it allow firms to gain external funds at lower cost. Hence it is proven that firms in which financial sector is not well developed they do depend more on the funds that are generated internally for investment purposes.
Somehow there is not only one model for corporate governance. The practices come under governance vary across countries and also vary in firms. One of the fundamentaldifference in corporate governance between countries is found in ownership and, secondly, company control. Corporate governance can be differentiated on the basis of shareholders, control and ownership. Few studies have discovered a link between financial constraints and depression and corporate governance variable further suggest that firms that are very much good at governance are mostly smaller in size.
Yet, few studies have found that poor corporate governance structures influence investment. Notwithstanding the constantly expanding researchon the significance of governance in company strategic decisions and the impact of corporate governance onFirms in emerging







markets are less likely to export (Wright et al., 2005). Agency theory has recently been employed in research to explore how corporate governance influences these decisions. According to research, effective governance improves business performance, which influences firms' decision to export.
As global trade grows, managers and policymakers see exports as strengthening economic performance and lowering reliance on home markets for growth. Export performance can be improved. Increase the nation's economic growth. Increased exports can help the economy develop. Consider sunk costs, along with size, age, and productivity, as export decision considerations in the evolution of international trade. (Bernard & Jensen, 2004) The corporate governance framework specifies how the many company players' rights and liabilities are divided.(Wagner and Bernard, 2001).
According to their literature, newly exporting enterprises pay sunk costs of export to gather information about foreign markets, create new channels, and deal with the expense of product quality advances. Unfortunately, only larger firms are eligible, and the most productive enterprises can survive and absorb the sunk cost of entering a foreign market and competing against items from other countries (Chaney, 2005). According to this scenario, only enterprises with access to external money can afford the cost of entry, and Firms with financial limits will be unable to bear the expense of export in order to meet the requirements of overseas markets.
Manova (2013) expects that enterprises will borrow to cover their export costs. Productive enterprises get larger earnings and return on investment, have less credit constraints, and are more inclined to export. The government enacted legislation to encourage the export of goods by providing low-cost loans and tax breaks to exporters, or by funding worldwide advertising and research and development. Recent empirical study has discovered that if the sunk cost is exceeded by the benefits of governmental supports such as export subsidies.
Policymaking for export promotion can increase the chances of domestic firms to export. Government policy to promote exporting has indeed an effect on in removing or reducing the export difficulties (i.e. sunk cost). A report by Pakistan Business Council on 2019 depicted a constant decline in exports by textile sector on last decade, depicting a decreasing







contribution of textile sector of Pakistan in lifting up the economy. The present study, hence, helps in conducting an in-depth sectorial analysis in identifying how manufacturing sector can increase their exports by thoroughly testing the firm’s investment and financing policies while managing financial constraints and weak corporate governance mechanisms.
Pakistan Business Council reported a consistent fall in manufacturing sector exports over the last decade, indicating a declining contribution of Pakistan's manufacturing sector to economic growth. As a result, the current study aids in conducting an in-depth sectorial analysis to determine how the manufacturing sector may enhance exports by completely testing the firm's investment and finance plans while managing financial restrictions and poor corporate governance procedures.
[bookmark: _bookmark7]Problem Statement
This study tests the way through which corporate governance influences firm’s exports, while considering the role of financial constraints.
Pakistan's poor governance, weak economy, and political instability have an impact on corporate internationalization, as have the country's underdeveloped financial markets and small-sized firms, which face financial constraints, reducing the firm's export probability. Pakistan is a country where doing business is extremely expensive. The country's exporting condition is exacerbated by a paucity of skilled personnel, a lack of labor training programs, and excessive taxation. Due to the political scenario in Pakistan, the situation for foreign direct investments is also unsatisfactory. Exports of manufactured goods have diminished, as has the manufacturing sector's contribution to economic growth.
Economic growth is also on the rise. The study would help us in understanding the connection between the firm’s investments and financing policies keeping in the two major variables as Financial constraints and corporate governance structure. By understanding the study level of constraints and governance, which can rise the investments and exports.
[bookmark: _bookmark8]Rationale of the Study

The textile industry is critical to Pakistan's economy, both in terms of trade balance and employment. It contributes for over 60% of total exports and employs roughly 40% of the manufacturing labour force (Ministry-of-Finance, 2017; Sareen, 2020; Shah, 2015). Textile







is Pakistan's most important industrial sector, serving as the country's economic backbone (Mansoor, 2019). This sector is critical to the Pakistani economy, both in terms of trade balance and employment. It accounts for around 60% of overall exports and 40% of manufacturing labor force employment (Ministry of finance, 2017).
According to the prior literature, no study on this theoretical framework pertaining to the Pakistan textile sector exists. The goal of this study is to examine the impact of corporate governance on textile export decisions when changeable financial restrictions are present. Pakistan's financial markets suffer numerous challenges as a result of political and economic instability, lax governance rules and regulations, and micro and macroeconomic issues. As a result, the current study informs managers and policymakers on how investment decisions and financial policies might improve exports. The framework of corporate governance dictates how rights and obligations are distributed among the many participants in the firm. A downfall is observed in exports of textile sector of Pakistan.
Existing studies have explored the relationship between CG and exports (Klein 2002), FC and exports (Durnev and Kim 2005), but till now no study has explored the relationship between CG and exports intensity with the moderating role of FC in textile sector.
[bookmark: _bookmark9]Theoretical Background

Our theoretical model depends upon the impact of corporate governance on exports decision with moderating role of financial constraint. Corporate Governance is considered to be a set of relation between corporate boards existing shareholders, management and some other stakeholders also come in this. For achieving those objectives and goals of the firm governance tends to offer some incentives to the top management of the company. The importance of corporate governance is that it serves as the main factor in the betterment of economic efficiency. Now day’s companies do believe that good corporate governance should give incentive to management as well as board for further pursuing the company. Superior corporate governance also assists the management.
Agency Theory: Agency theory examines the relationship between principals (shareholders) and agents (management). Good corporate governance mechanisms, such as







board independence, transparency, and accountability, can align the interests of shareholders and management. When management acts in the best interest of shareholders, it may lead to improved firm performance, including enhanced export activities.
Resource-Based View (RBV): The RBV suggests that firm-specific resources and capabilities contribute to competitive advantage. Effective corporate governance practices can foster the development and utilization of valuable resources, such as skilled management, advanced technologies, and strategic decision-making processes. These resources, when effectively deployed, can positively influence a firm's export competitiveness.
The Pecking Order: Theory suggests that firms have a hierarchy of preferred sources of financing. According to this theory, firms prefer internal financing (retained earnings) over external financing (debt or equity issuance). When internal financing is insufficient, firms move up the pecking order and resort to external financing.
Cadbury, Explain the concept of corporate governance and indicate that it is a mechanism for monitoring corporations. Boards of larger size have their own issues related to conflict of interests, lack of coordination and management could be seen which cause delays in decision making. Boards of larger size have to go through from many compromises. Decision-making can be improved by the independence of the board. Thus good corporate governance tends to have a quality of making better export decisions and strategies, which help the companies in a positive way.
In recent times internationalization has become more evident and obvious so companies start turning from local market to international market as well (1998,Hinson and lin). Companies do present their products in other countries but still some companies are unwilling to export or make better export decisions due to some obstacles, which are known as constraints. These issues must address properly in order to overcome them and this requires the companies to strengthen their corporate governance. That’s why considering the role of good corporate governance is vital to promote better decision making.
According to Abuhommous (2013) A firm is termed as financially constrained when internal funds of a company is affecting the investment spending. Financial constraints also







behave as a problem in the promotion of firm’s investment and in its growth. Firms experience financial constraint because of information asymmetry or due to agency cost. Information asymmetry results in imperfect exchange between external and external finance. It is difficult for the firms to make export related decisions and fulfill the requirement for entering international market because these constraints, it also makes firm’s financial status important for the firm.
A number of studies discuss the negative effect of liquidity constraints on the firm and their decision making process. Development in export performance is a vital contributor towards economic development of every country. High level exports helps to maximize economic growth, assist in technological development and betterment in productivity. Advancement in international trade could be seen which include sunk cost along with size and age which are termed as determinant of export related decision making (Bernard and Jensen, Wagner Bernard). Exporters have to pay sunk cost in order to get the foreign market related trend information and for creating new export channels. The firms which are financially constraint it will be difficult for them to pay the cost in order to fulfill the requirement of entering the foreign market. If the company has good corporate governance than they can avoid financial constraints and can make better export decisions.
[bookmark: _bookmark10]Significance of the Study

The company's primary goal is to capitalize on investment opportunities by choosing the most significant finance source. There are only three main choices available to the company for meeting its finance needs: borrowings, internal funds, and issuance. According to the pecking order theory (POT), the decision about funding is always influenced by the expense incurred. Theoretically, in order to fill up the impending net present value (NPV), most businesses tend to favor internal funds over external financing. This is because internal funds are the most cost-effective source of funding, which is followed by new equity issuance.
If all capital market assumptions were true, businesses would be able to execute any profitable investment project regardless of the availability of internal funding since they could easily get more funding for free from the outside market. Yet, due to factors like a tax







burden, knowledge asymmetry, agency conflict, and other factors, this would not actually happen. The idea of "financial constraints" develops as a result of certain market circumstances. The idea behind this is that when internal and external sources of funding are inconsistent, the company is unable to make an investment that it would have otherwise made if internal funds were available. In other words, an example of financial constraints would be a company passing up a viable investment opportunity owing to a lack of outside funding.
One of the earliest studies in the literature to look into financial constraints. They claimed that financial constraints are a key factor in determining capital investment and connected financial limitations to corporate governance. In order to quantify financial limitations, they suggested the dividend payout ratio, hypothesizing that enterprises with lower dividend payouts are more financially limited and hence more sensitive to export decisions. Researchers later refuted this work on theoretical and empirical grounds. The researcher believes that estimating financial constraints based on the sensitivity of investments to cash flow is not a realistic method. They argued that businesses with less financial restraints are more sensitive to decisions regarding exports than businesses with more restrictions. They contend that every company faces financial constraints, varying in severity based on the cost of both internal and external finance. Researchers from several fields conducted investigations and came to the conclusion that multicollinearity issues prevent the use of investments' sensitivity to export decisions as a reliable indicator of financial restrictions. Nonetheless, the argument over how businesses should behave when faced with financial constraints continues to rage.
The classic theory of financial constraints states that information asymmetry, agency problems, and transaction costs are the main causes of financial restrictions. Researchers are now taking it a step further to pinpoint the more precise factors that contribute to financial constraints, such as good governance, financial transparency, accurate financial reporting, and the directors' financial backgrounds.
One of the main reasons of financial constraints is knowledge asymmetry, which might be addressed by financial openness and disclosure. Increasing financial transparency can successfully resolve the issue of information asymmetry between businesses and financial







institutions, enhancing the firm's capacity to get outside financial resources. Good disclosure practices tend to lower agency costs and help to minimize the knowledge gap between management and shareholders. The factors that affect corporate disclosures have been the subject of extensive investigation. Corporate Governance (CG), one of these, has been crucial in creating industry transparency norms. For instance, the level of voluntary disclosure has been determined by factors such as ownership structure, the boards' procedures, the audit committee, and audit quality.
Another strategy to avoid financial constraints is to decrease the agency problem. According to Ai and Wei (2004), by acquiring corporate governance rights, investors can supervise and regulate financiers. This releases the company from its financial obligations while also defending the investor's interests. Effective corporate governance, according to the study, lowers default risk by cutting agency expenses, keeping an eye on managerial performance, and eliminating information asymmetry between the firm and the lender.
Another efficient way to deal with financial constraints is to reduce transaction costs. According to Li (2011), a corporation can obtain financing at a lower cost by developing good and trusting relationships with financial institutions. According to Ge (2017), M&A can handle agency costs, lowering transaction costs while increasing financial limitations.
Economic prosperity is built on the availability of external financing. Since it only provides for 10% of businesses' financial needs, Pakistan's financial sector is insufficient to meet the liquidity demands of the financial sector. They claim that whereas 40% of Pakistani businesses lament a lack of foreign funding, only 12% of businesses in India, 14% of businesses in Sri Lanka, and 15% of businesses in Indonesia express similar concerns. In Pakistan, private sector credit is falling and makes for 23.3% of the country's GDP at the moment. India (46.7%) and Bangladesh (41.5%) have the lowest percentages in the area, according to the Global Development Index (2011). Presently, Sri Lankan businesses only fulfill 52% of their internal funding needs, whereas Pakistani businesses currently cover 80% of their internal funding needs for new investment prospects. Only 6.5% of countries, according to the World Bank, can access foreign investment to meet their working capital requirements, compared to 32% in Bangladesh, 21% in Sri Lanka, and 16% in India. The arguments presented above demonstrate that businesses in Pakistan have financial







limitations and must thus turn to internal financial resources to meet their funding requirements.
According to the consensus of researchers, developing economies are more vulnerable to asymmetric information and agency issues than developed ones because of weak governance frameworks and the limited ability of market institutions to accurately evaluate firms' investment plans and financial standing. In light of this, it is asserted that an effective and efficient governance system is necessary for firms to successfully utilize their resources while also avoiding financial restraints.
This paper's primary contribution is to examine the impact of corporate governance on export decisions with the moderating role of financial restrictions, which is not addressed in Pakistani literature. There are very few researches that investigate the potential impact of governance structure on the firm's financial constraints position.Moreover, developed economies like the United States and the European Union are the focus of most study on financial constraints. It is crucial to comprehend this issue from a Pakistani perspective since businesses must deal with higher borrowing prices, which inevitably results in financial limits.
The log likelihood model was estimated using panel data from Pakistan Stock Exchange (PSX) listed companies for the years 2017 through 2022. The KZ index of not only one model detects both freedom and money restrictions. The estimated ordered logit model of Kaplan and Zingales served as the foundation for this measure. (1997). The results demonstrate that company structure, board structure, and audit committee variables all significantly influence financial constraints; additionally, the liquidity variable significantly influences lowering the likelihood of financial constraints.
[bookmark: _bookmark11]Contribution of the Study
The literature focuses on corporate governance and financial constraints which thoroughly identify that they both influence export decisions. This was the reason our research was conducted that in textile sector of Pakistan there was a downfall in exports and there was no existing research with corporate governance and financial constraints effecting exports decisions. That’s why we have conducted in depth analysis of Corporate Governance and







also measured financial constraints with 4-5 measures. This was not existed in different way specifically in textile firms
[bookmark: _bookmark12]Research Question
Research questions of the study are written below;
1. How corporate governance affects the exports of textiles firms?
2. How financial constraintseffect the exports of textile firms?
3. How the corporate governance influences exports decisions in presence of financial constraints?
[bookmark: _bookmark13]Research Objective
The following are the study's objectives:
1. To look into how corporate governance affect the firm’s exports decisions of the textile business.
2. To examine the ways that financial constraints have an impact on firm’s exports.
3. To determine how financial constraints moderate the relationship between corporate governance and firm’s exports.







[bookmark: _bookmark14]CHAPTER 2

2. [bookmark: _bookmark15]EMPIRICAL LITERATURE
Although there is a rapidly expanding body of literature on the subject, it is less obvious how corporate governance affects firms' internationalization choices in developing economies. Corporate governance practices in these economies have significantly changed as a result of their economic transition, providing excellent research chances for the examination of how corporate governance and internationalization strategies interact. In existing research, agency theory has been mainly used to explain how corporate governance affects these export decisions.
This study adds to the body of information on internationalization and corporate governance in developing nations. Using an integrative approach, it is considered that corporate governance and institutional contexts to be the major determinants of export strategy. Principal disputes between big and minor shareholders impact Pakistani companies' export plans. According to this it broadens the body of research on firms' export strategies in developing nations, which had up till now concentrated on the role of corporate governance from the principal agent's perspective.
It is recommended that the board of directors include a balance of executive and non- executive members, including independent directors and those who represent minority interests, to ensure that the board as a whole has the requisite abilities, competence, knowledge, and experience. Gender diversity should be thought about in the context of the company's operations. To attain this goal, publicly traded companies must take the following steps: (a) Listed companies must: • annexes with the notice issued under Section 178(4) of the Ordinance, a statement by a minority shareholder seeking election to the board of directors, such statement to include a profile of the candidate(s); • provide information regarding members and shareholding structure shareholders, and attach an additional copy of the properly completed proxy form to the notification provided under Section 178(4) of the Ordinance; (a) Each listed firm's board of directors must have at least one independent director, and ideally one-third of the board members overall. The names of the independent, executive, and nonexecutive directors must be disclosed in the annual report by the board.







Explanation: The term "independent director" as used in this section refers to a director who is not affiliated with or has no other connection to the listed firm, its subsidiaries, the holding company, or the board of directors in any way, either financially or otherwise. The main source of the independent-living test is whether or not such person can fairly be believed to possess the ability to use independent business judgment free from any type of conflict of interest. Without restricting the scope of the preceding explanation, no director shall be regarded independent if any of the following conditions exist:
· He or she has worked for the corporation, any of its subsidiaries, or any holding company within the last three years.
· Currently serves as the CEO of a subsidiary, affiliated company, affiliated undertaking, or holding company.
· In the last three years, he or she has had a major business relationship with the company, either directly or indirectly as a partner, important shareholder, or board member. This is how it works in this type of business relationship: A "major shareholder" is someone who owns 10% or more voting shares in the company's paid-up capital, either alone, with his family, or as part of a group.
He or she has earned money or received additional compensation from the corporation in the three years preceding his or her nomination as a director, excluding retirement benefits.
· He or she has taken part in the company's stock option or performance bonus programmed. Explanation: When we say "near family," we are referring to a person's spouse, ancestors, and siblings.
· As a result of other commercial operations, he or she has cross-directorships or strong relationships with other directors. or physical characteristics.
A publicly traded listed company’s board of directors must behave impartially and independently in the best interests of the firm when exercising authority and performing fiduciary duties. The board of directors of a publicly traded company must ensure that: (a) a code of conduct outlines acceptable and inappropriate behaviors for the board, senior management, and other workers, including professional standards and corporate values that







foster integrity; and (b) a code of conduct outlines acceptable and inappropriate behaviors for the board, senior management, and other workers is in place. The board of directors is in charge of implementing the company's code of conduct and accompanying guidelines, which are available on the company's website.; (b) There are sufficient controls and processes in place for tracking down and resolving complaints related to unethical behavior.
(c) Creation and adoption of the listed company's corporate strategy, vision, and/or mission statement. Furthermore, it will guarantee that there have been significant policy developments. Governance, risk management, and compliance issues; human resource management, including the development of a succession plan; procurement of goods and services; investor relations, including but not limited to general investor awareness, complaints and communication, and so on; marketing; determination of terms of credit and discount to customers; write-off of bad/doubtful debts, advances, and receivables; investments and withdrawals of funds; borrowing of funds; financing of funds; financing of funds corporate social responsibility (CSR) programs and other philanthropic endeavors, such as gifts to charities and other similar payments; health, safety, and environmental considerations; and the whistleblower policy. The important policies' full details, along with the dates on which the board of directors authorized or revised them, must be kept on file. Within two years of the code's implementation. A structure for yearly reviewing the board's performance is devised. Within two years of implementing the code, a solid internal control system is established, effectively implemented, and maintained at all levels of the organization. For better corporate governance, the following key decisions are made and documented through a board resolution accepted at a meeting: • deciding on the sort of loans and advances granted by the listed company and establishing a financial limit on such loans and advances; • depositing and withdrawing funds with a six-month or greater maturity period;This does not apply to banks, nonbanking finance organizations, or insurance companies. (g) The board of directors is responsible for determining the materiality level, taking into account the company's unique position as well as any recommendations offered by any technical or executive subcommittee constituted for this purpose. Regardless of their titles, the Chairman and the CEO called, unless as permitted by any other law, shall not be the same individual. The listed company's non-executive directors will vote to elect the Chairman. The Chairman is in charge of setting the direction of the board and making sure







it performs its duties in an efficient manner. The Criteria for Institutions desiring to offer must be explicitly defined by the Board of Directors in terms of each party's distinct duties and obligations. Program for Training Directors Background The Code of Corporate Governance (Code) of 2002 required that all publicly traded companies establish the necessary orientation and training programs for their directors in order to familiarize them with their roles and responsibilities and equip them with the skills necessary to manage the affairs of publicly traded companies on behalf of the company. The directors of listed enterprises are obliged under clause (xiv) of the Code 2002 (clause xi of the Code 2012) to possess certification from a directors' training course delivered by any institution, whether local or foreign that meets the conditions outlined by the SECP. The minimal requirements for institutions' eligibility are outlined in this document, as well as the topics that must be addressed in the Directors' Training Program (DTP) that they must deliver. While the SECP will first approve a facility offering DTP, the stock exchanges will develop a continuous compliance system to make sure the requirements are satisfied at all times. This paper offers a rigorous set of standards to evaluate both the institutions that offer these programs and the programs themselves.
The purpose of corporate governance is to promote management that is efficient, inventive, and accountable in order to secure the long-term success of the organization. Corporate governance refers to the system of direction and control employed by corporations. Their boards of directors are in charge of their companies' management. Creating transparent rules and controls, directing leadership, and aligning the interests of shareholders, directors, management, and employees are all parts of excellent corporate governance.
· It creates trust among stakeholders, the general public, and public workers.

Through corporate governance, stakeholders and investors can gain a clear understanding of a company's mission and ethics
· It facilitates the raising of funds and supports long-term financial viability, opportunity, and returns.
It is a long-term success strategy since it reduces the possibility of financial loss, waste, dangers, and corruption. Corporate governance is most directly influenced by the board of







directors. Shareholders elect directors, and board members can appoint them as well. The board is entrusted with making crucial decisions, including those regarding the nomination of corporate officers, executive salary, and dividend policy. They represent the company's shareholders. Sometimes a board's responsibilities go beyond maximizing profits, such as when shareholder resolutions demand that specific social or environmental issues be given first priority.
· Boards are typically made up of insiders and neutral individuals. Insiders are the company's founders, executives, and major stockholders. Insiders have connections that independent directors do not have. They were chosen because of their background.
They are chosen based on their track record of running or managing other large organizations. Independents are seen as good to governance since they help balance shareholder and insider interests and avoid power concentration.
Regardless of their titles, the Chairman and the CEO called, unless as permitted by any other law, shall not be the same individual. The listed company's non-executive directors will vote to elect the Chairman. The Chairman is in charge of setting the direction of the board and making sure it performs its duties in an efficient manner. The Criteria for Institutions desiring to offer must be explicitly defined by the Board of Directors in terms of each party's distinct duties and obligations. Program for Training Directors Background the Code of Corporate Governance (Code) 2002 mandated that all publicly traded companies set up the necessary orientation and training programs for their directors in order to familiarize them with their roles and responsibilities and equip them with the skills necessary to manage the affairs of publicly traded companies on behalf of the company. The directors of listed firms are required under clause (xiv) of the Code 2002 (clause xi of the Code 2012) to hold certification from a directors' training program provided by any institution, whether local or foreign, which satisfies the requirements outlined by the SECP. The minimal requirements for institutions' eligibility are outlined in this document, as well as the topics that must be addressed in the Directors' Training Program (DTP) that they must deliver. While the SECP will first approve a facility offering DTP, the stock exchanges will develop a continuous compliance system to make sure the requirements are satisfied at all times. This paper offers







a rigorous set of standards to evaluate both the institutions that offer these programs and the program themselves.
[bookmark: _bookmark16]Corporate Governance and Export Decision

Based on the literature on management decision-making agency theory and its impact on business export participation decisions, investigate and give testable ideas. The impact of managerial incentives and corporate governance frameworks on business behavior has largely been overlooked in corporate finance literature. It has been demonstrated that state or foreign ownership, as well as board composition, have a major impact on corporate performance. There has been very little research exploring the relationship between corporate governance and decisions to internationalize. According to Hobdari, Gregoric, and Sinani (2011), firms heavily influenced by representatives export more than state- controlled firms, and have a negative significant effect on firm exports. Than domestically controlled firms and joint ventures whereas state ownership is negatively associated with firm exporting decisions. Jensen (1993) proposes that changing governance policies and finances can result in many beneficial changes in managers' and employees' behavior. Gompers et al., (2003) added to the literature by stating that changes in governance mechanisms result in changes in firm financial policies. Both variables are causally related. Tamer Mohamed Shahwan's (2015) study found a negative and positive relationship between corporate governance practice and financial performance and a negative relationship between corporate governance practice and financial success.
As a result, internationalization should be beneficial to the firm's long-term growth. Strong corporate governance can reduce principle-agent conflicts and facilitate exporting (Liu/Buck,2007; Wei/Liu,2006). As a result, strong corporate governance has a positive impact on emerging-market firms' export strategies. (According to Jiangyong et al. 2008), a better institutional environment provides more favorable external conditions for export decision-making. According to the theory, globalization does not promise high performance. The hypothesis of multi-nationality/performance (M/P) suggests three stages; the link is negative in the first phase, positive in the middle phase, and negative in the final phase.







According to a 2019 study by Oliver LukasonandTiiaVissak, export activity was not higher in the companies with more female board members. Experience and expertise of board members are important and indispensible resources that can have a favorable impact on a company's internationalization and exporting decisions and strategies (Barroso et al., 2011). According to (Jackson and Strange,2008) the strength, clout, and initiative of various stakeholders within corporate governance have a significant impact on strategic decision- making and internationalization.
Corporate governance refers to the methods that a firm employs to define and pursue its goals in the context of its social, regulatory, and commercial environments. It is concerned with practices and processes for seeking to ensure that a business is operated in such a way that its aims are met and stakeholders may be confident that their trust in that business is well founded.
Sound governance is crucial for a firm's position since it provides a framework for increasing the effectiveness of corporate managers' decisions. Building sustainable firms and increasing their ability to provide long-term value requires ethical decision-making.
Exporting is often the first step towards internationalization for businesses in emerging economies. Firms in planned economies, such as China, did not have the right to export prior to economic reforms. During the transition period, export restrictions and other forms of internationalization were gradually reduced. Exporting has been the most essential internationalization option for Chinese enterprises because administrative limitations on Chinese firms' overseas direct investment have just lately been loosened. The dynamic change provides an ideal setting for putting theories about exporting strategies to the test.
Export business is riskier than domestic company because it involves, among other things, transportation hazards, foreign exchange risks, international political risks, and the influence of corporate governance and institutional concerns. When a company expands its operations outside of its home market, it faces new challenges due to the diverse cultures, customers, competitors, and regulations of foreign markets. The complexities of international markets enhance the senior management team's information-processing







demands, create information asymmetry between managers and shareholders, and result in more acute principal-agent conflicts..
The board of directors' primary responsibility is to oversee company decisions. The board of directors' responsibilities, according to the Cadbury report (1992), include defining long- term goals for the company, providing guidance to put those goals into action, monitoring business management, and reporting to shareholders on their stewardship. Boards of directors are usually assessed using two criteria: board structure and board size. There is a trade-off between more knowledge and more effective decision-making with either attribute. Non-executive directors, according to agency theory, can play a vital role in monitoring managerial performance. A higher share of non-executive directors from outside the company on the board would result in more active board oversight and less managerial opportunism. As a result, having more outside directors on the board is thought to increase the firm's success. Previous study has discovered a relationship between board composition and firm profitability, with the number of independent directors increasing as the level of firm performance increased. These findings highlight the significance of non-executive directors. Non-executive directors, according to the resource dependence hypothesis, provide organizations with ties to the outside world through their knowledge, prestige, and relationships. We foresee a positive relationship between the number of non-executive directors and form performance. The ownership structure of a country can have an impact on its corporate governance system.
The ownership structure is described in terms of governmental ownership and block holder ownership. It is anticipated that significant shareholders will have the ability and motivation to oversee management. The degree of corporate governance has consequences, including the dominance of large shareholders over smaller shareholders in decision-making. In other words, organizations with concentrated ownership experience less agency issues. The impact of block holder ownership on business performance, however, has generated conflicting results. Prior research has looked at the connection between performance and profitability and found a positive correlation between ownership concentration and profitability. They highlight the crucial impact that major shareholders play as well as the favorable correlation between rising share prices held by larger shareholders and market







value. Yet, other lines of research have challenged this viewpoint, emphasizing another form of agency problem caused by increased ownership concentration, which offers more influence to a small number of shareholders, potentially expropriating wealth from minority shareholders. Similarly, Shah et al. (2012) show that increasing the concentration levels of ownership structure leads to a decrease in company good practices. Yet, we anticipate that block holder ownership resulted in strong firm performance.
Most audit committees are in charge of assessing the financial statements' integrity as well as financial performance reporting. According to Okeahalam (2004), it is the audit committee's responsibility to bring any issues that demand special attention to the attention of the board of directors. The audit committee's size is regarded to be important for the proper fulfillment of its functions. According to many corporate governance studies, audit committees must have at least four directors. A larger committee is stated to have a higher organizational rank and influence, as well as a more extensive knowledge base. Many studies have found a link between board size and business success. A larger audit committee, according to Vafeas (1999), may result in inadequate governance due to greater expenditures and, as a result, a negative impact on corporate performance. As a result of having a large audit committee board, the chance of poor corporate performance increases. Previously, the frequency of audit committee meetings was used to assess audit meeting effectiveness. Some believe that inactive audit committees are unlikely to adequately supervise management. According to Saleh et al. (2007), audit committees with a minimal number of meetings are less likely to perform well in terms of monitoring. According to Abbott et al. (2004), audit committees of firms restating their financial statements are unlikely to meet at least four times every year. The frequency of audit committee meetings and business performance were found to have a positive association.
The average share of textile firms according to the survey is roughly 62 percent. A listed company's board of directors must act independently and impartially in the best interests of the listed business when exercising its authority and performing its fiduciary duties. Good governance boosts investor trust. The governance methods have an effect on both domestic and foreign investors' investment decisions. Companies are evaluated by investors using a variety of criteria that show a sustainable track record as marketplaces compete to draw







capital from around the world. Our businesses must adhere to stricter corporate governance guidelines if they want to compete internationally. This plays a significant role in increasing transparency in the financial markets and safeguarding the interests of minority shareholders retaining and luring foreign investment, as well as benefiting shareholders. The relevance of corporate governance may be seen in how it promotes accountability and company prosperity. As a result, Pakistan's Securities and Exchange Commission (SECP) works to improve corporate governance standards The SECP adopted the Code of Corporate Governance (Code) in March 2002, marking the beginning of the main Endeavour. The listing rules of the three stock exchanges were subsequently updated to include it, and all publicly traded businesses were then subject to its provisions. The changes made to the Code show how dynamic governance standards are and how frequently they need to be revised in order to keep the governance structure functional. Hence, to keep up with the corporate sector's rapid transformation and financial markets and the resulting governance benchmarks led to the beginning of better exports decisions. The goal was to increase and further enhance corporate governance standards in the nation while also taking into account recent advances in corporate governance around the world. The shift in perspective is essential to good corporate governance. It is not simply the regulators' prerogative; it is the shared obligation of all parties involved. Only after value creation and sustainability have been achieved can one enjoy the advantages of continued economic growth and development on a macro level..
An enterprise needs a proper organizational structure to match it in order to fulfill long-term strategic goals. Ultimately, the era of intelligence has specific affects and adjustments on corporate governance, strategy, and organizational structure of businesses. The onset of the intelligent era also increases their mutual influence, boosts corporate governance effectiveness, improves strategic decision-making skills, and directs firms' organizational reform initiatives. In order to ensure stable and long-term coordinated development on both the internal and external levels, businesses should make timely internal modifications in response to the changing external environment.
The goal of corporate governance is to enable efficient, inventive, and responsible management that will ensure the organization's long-term success. Corporate governance is







the system of direction and control that organizations use. Their boards of directors have authority over the management of their enterprises. Developing transparent rules and controls, directing leadership, and aligning the interests of shareholders, directors, management, and employees are all aspects of good corporate governance.
The founders, executives, and largest owners are selected based on their prior experience operating or managing significant corporations.
· The board of directors requires the organization's corporate governance policies to include corporate strategy, risk management, accountability, openness, and ethical business practices.
As an investor, you want to identify organizations that practice good corporate governance to avoid losses and other unpleasant consequences such as bankruptcy.
To find out if a corporation is using sound corporate governance, you can look into specific sectors of the business. These domains consist of: • Disclosure procedures
· Executive remuneration structures (whether they are simply based on performance or additionally take into account other criteria);
The way in which shareholder complaint gets controlled

· Exams (the regularity of internal and external audits, as well as how problems have been resolved)
Here are some instances of imperfect governance include:

· Businesses that do not cooperate with auditors sufficiently or select insufficiently qualified auditors result in the publication of false or unlawful financial documents.
· Boards that are inadequately structured, making it too complicated for shareholders to eliminate unproductive incumbent
While choosing an option for investment purposes, make it clear to conduct your due research on corporate governance due research on corporate governance.







· Corporate governance is the term used to describe the guiding principles that a company creates to direct all of its activities, such as remuneration, risk management, and employee treatment, as well as disclosing unfair practices, addressing climate change, and other things.
When corporate governance requires honest and ethical commercial conduct, an organization is more likely to take moral decisions that are beneficial to all of its stakeholders. For investors, it might point out a potential investment. A firm collapses due to poor corporate control, which usually leads to scandals and bankruptcy
Corporate governance gives the business a balanced instrument to build a single strategic aim, develop and implement the corporate strategy, and operate as a board of directors through the fair use of ownership structure, board operations, and executive incentive plans. The foundation of the organization's internal governance is known as the shareholding structure. It determines a number of institutional arrangements for the organization and thus has an impact on how the company distributes decision-making authority. Corporate strategy decisions are made by several decision-making bodies operating under various ownership structures. The strategic decision-making body is impacted by the ownership composition, which has an indirect effect on the company's strategic decision-making.
As one of the crucial strategic decision-making bodies of an organization, the board of directors has the ability to directly contribute to the formulation of strategic decisions and have an impact on their outcomes. Directors of board do actively participate in creation and approval of strategic choices that have an impact on the company’s long-term success and oversee their implementation. It simply serves as a toolkit for management and the board to better manage the challenges of managing a corporation. Businesses need to have proper decision-making procedures and controls in place to strike a balance between the interests of all stakeholders (shareholders, staff, provider, customers, and society).
The organizational structure of a company is determined by its strategic choice, and as the organizational structure can also help achieve strategic goals, it is important that the enterprise organization align with its long-term development plan.







The phrase "corporate governance" refers to how and why firms are governed. It makes clear who is in authority, accountable for what, and capable of making decisions.
Board size of a company describes the potential of both director’s executive and non- executive. Boards’ smaller in size has better management control in contrast to larger ones. Boards in smaller size facilitate the organization in achieving their goals and improving their performance. If there are 7 members in board size than they more likely to create problems like unproductive operations. Researchers further said that if board sizes are reasonable and logical than the organizations activities can be better controlled as compare to those organizations that have larger board sizes. Larger board sizes do not perform well because of delayed decision-making process. Cost tends to increase in big board that there is no efficient supervision. Size of board is believed to play vital role in the betterment of creativity. The advantage of large board is the involvement of different expertise and their skills, which will improve overall quality of work.
In order to lessen agency issues related to compensation policies, a compensation committee presents suggestions about compensation packages to the board and disseminates this information to stakeholders. The chance of executives influencing executive remuneration decisions may be higher if there is no compensation committee. As a result, we argue that the existence of a strong pay committee could act as a useful internal corporate governance instrument to decide on compensation practices and promote transparency in the form of voluntarily disclosing information to shareholders.
Remuneration committees, according to Main and Johnston (1993), are anticipated to have an impact on top executive pay in order to safeguard owners' interests. Arguments from agency theory demonstrate how Remuneration Committees can be used to create CEO compensation plans that balance the interests of shareholders and management. The chance could arise for senior management to get compensation plans that are at odds with the interests of shareholders if there are no remuneration committees. In this study, we suggest that the presence of a pay committee influences the presence and scope of executive remuneration attribution disclosures and strengthens board control over choices regarding executive compensation. The presence of remuneration committee is very much important as it safeguards the rights of all shareholders and prepares proper benefits and rewards for







the shareholders. If there are repeated meeting than it could be helpful for the shareholders as it will be beneficial for decision-making process.
Raising morale, responsibility, transparency, which helps the organization adopt excellent corporate governance. A governance structure that is governed by some laws, rules, and the company's articles of association will be improved by the company's management and control to guarantee that law and finance standards are followed. Those set rules help organizations to make better and follows proper decision-making process. Exports can be improved if corporate governance is being followed otherwise it will lead to poor decision.
According to one body of research transparency in organizations is very much important because good quality accounting data can reduce the information gap between capital providers and company managers, hence enhancing investment efficiency. As a result, high- quality reporting facilitate financially strapped businesses better entice capital from investors and mitigates underinvestment issues; additionally, improved accounting quality may reduce managerial incentives to overinvest (and devalue the company's assets) through improved monitoring or contracting. According to studies, innovative companies' main source of funding is pricey stock capital. Theoretically, openness can cut businesses' cost of capital and increase their access to outside funding, both of which are necessary for them to support innovation.
For some, the existence of agency relationships does not result in efficient solutions, whereas for others, the partition of possession and control results in an efficient organization. The separation of ownership and control in the corporate organization form has become the norm, and this has important ramification for how the corporation does business. That is, while maximizing profits is always the aim of every organization, when ownership and control are divided, monitoring costs also do, and making it more likely that manager will deviate from their target profit margins. So, in order to meet management's goals of maximizing value for the company and better decision-making, shareholders must use methods to lower those expenses
Corporate governance's main objective is to ensure the highest level of welfare for all stakeholders,  including  enterprises  and  shareholders,  while  maximizing  economic







efficiency on both internal as well as external level. Effective governance also influences governance practices directly by boosting investor confidence and affecting both domestic and foreign investors' investment choices.
Hypothesis 1: Strong governed firms are more likely to do exports in contrast of weak governed firms
[bookmark: _bookmark17]Financial Constraints and Exports Decisions
In international trade, financial accessibility is essential. Amiti and Weinstein (Reference Amiti and Weinstein2011) argued that exporters need more financial assistance than domestic producers due to two factors: there is a longer time lag between production and the receipt of sales revenue, and exporters have higher credit default risks by nature because it is more challenging to enforce payment across international borders. We added to the literature on the 11 connections between monetary constraints as well as world commerce in this paper. Systemic risk and moral hazard are two possible variables that often end up causing credit market restrictions to be binding. We argued that firm in a trust worthy culture would face fewer budget restrictions even though greater values reduce risk. Because problem and adverse selection are decreased when trust levels are higher, we suggested that businesses operating in trust-intensive communities will experience few financial limitations. Also, it was claimed that asset tangibility, which can encourage increased borrowing, may be a significant indicator of Pakistan's financial restrictions. It is probable that mentioned companies in rising nations like Pakistan acting a different way when they run out of money than financially constrained enterprises in industrialized nations due to disparities in financial systems. Consequently, it is possible that the monetary indicators utilized in the buy and sell literature to study how financial status affects export decisions for urbanized countries will not play the similar task in export related decisions for diverse economic and monetary environments. A financial plan of accomplishment that is restricted by a financial constraint should be compensated. Every situation, which is limiting the quality of investment potential, is seen as monetary constraint by an investor this can be inside factor of an organization and it could be an external factor depending upon circumstances.







The performances of companies got disturbed when financial constraints come in place. When there is no clear information between financers who are external and borrowers than it will cause difference investment cost for both internal and external financing parties. Information which is unavailable and relate to some financial aspects create problems and cause rise in capital cost because the lenders who gave money are being compensated for the risks which are moral or expected. Researchers confirm that monetary markets are not right so asymmetry information may form a blockage between inner finance and outer finance. So firm tend to depend frequently on internal finance plus reject some investment opportunities because of expensive external finance. Firms performing well with right cash flow and fewer constraints are further involved in exports. Because those firms who are performing good and considered as productive are less credit constrained and therefore exports more. The firms, which are termed as constrained financially, do less export in international market. With leverage, index of constraint it is said that firms which are stable financially are more involved in international trade and exports. Financial health is checked by ratios of liquidity and leverage of the firms. Export decisions can be done more properly if condition of firm is right in terms of finance.
As a result of information asymmetry or agency cost, firms may face financial constraints. Internal and external finance are imperfectly substituted due to information asymmetry. Financial stability of the company is essential for the payment of sunk expenses and compliance with other standards of the worldwide market. The literature also provides theoretical support for the notion that a firm's financial situation influences its choice to export. By expanding Melitz's (2003) model, we can add the conception of liquidity limitation to organization heterogeneity. Researchers have established the link between financial conditions and firm export behavior. Several empirical studies have also been conducted on firms examination in Wagner (2014a) and simplified in Wagner (2014b) (2019). There are numerous studies in the context of developing economies, but less for lower middle and less-income countries.
The document bridges the gap through utilizing microeconomic data on publicly traded industrialized firms in Pakistan. Pakistan implemented a buy and sell liberalization policy in 1980s. However, research illustrate that way in to finance plays a significant task in a







firm's choice to export. Despite the fact that Pakistan implemented monetary liberalization reforms in the 1990s, it has been discovered that Pakistani mentioned firms are constrained financially. Our researches emphasize the importance of, and recognize, financial guidelines that can help firms in becoming exporters. In interpreting our findings, we must take into account Pakistan's young financial system and dependence on external finance, as well as the financial systems of other small and lower-middle income countries.
The purpose of this paper is to add to the existing literature by investigating connection between firms' financial restriction and their decision to participate in export markets using new financial constraint measures.
Leverage serves as the constraint in running proper business and making better decision- making. Researchers have mixed views regarding leverage relationship with firm performance. Some researchers said that the best technique to raise a company's performance is through leverage. For businesses to become more productive in the future and to experience future growth, external debt funding is crucial. When internal resources are insufficient to meet the needs of the business, external sources of funding are utilized to raise additional funds. The issuance of shares by companies, which may be done to existing shareholders or to new owners, is the least expensive method of external financing. Cash holdings are meaningless in a world with ideal capital markets. Firms would have immediate access to external capital in such an atmosphere. When there are contract expenses, particularly a set cost involved with lifting capital, corporations may discover it helpful to keep money reserves. This motivation will be increased if the company is financially limited, has moneymaking investment choices, plus fluctuating cash stream. As a consequence, financially restricted organizations compelled to maintain large amounts of capital in order to invest in any successful idea that occurs. Firms with unconstrained cash flow have nothing to increase from cash holdings because they have simple access to financial markets, allowing them to obtain benefit of valuable investment chance as they emerge. These are also the organizations with the highest financial constraints. In addition, Financially restricted businesses have more cash, however Almeida et al. (2004)'s research shows that their cash holdings increase in proportion to the amount of cash flow, showing that cash in constrained (unconstrained) businesses is sensitive (insensitive) to the firm's







cash flow. To account for leverage, we use the long-term debt plus short-term debt divided by total assets ratio. Due to Ozkan's 2007 findings, which demonstrate a strong non-linear relationship between cash holdings and leverage, we include the squared leverage ratio. The relationship between cash holdings and leverage, which is negative at low levels of leverage, becomes positive at high levels of leverage because firms with high leverage are more likely to be financially constrained. As a result, it is reasonable to expect them to increase their cash balances for precautionary reasons. Because financially troubled businesses may use more short-term debt, we also include the ratio of short-term debt to total debt. To calculate the size of a company, the book value of assets is transformed into a logarithm. Smaller businesses are expected to have a negative cash-to-size relationship because they face more severe financial limitations and incur higher external borrowing costs than larger ones.

Researchers examined the impact of long-term debt on a company’s success. Debt and company age exhibited a favorable association. Older companies have better performance and easy access to financing. External financing methods that use financial leverage are crucial. Financial leverage is a sign that a company requires money to expand, improve output, or carry out its daily operations. All business, whether it is new or already established, needs money to carry out its daily operations, whether it is a financial institution or not. We can quickly determine the monetary spot of the firm or the level of leverage utilized in a firm using measures of leverage similar to the debts to equity ratio and the debts to total assets ratio. In order to enhance output, boost shareholder value, or acquire a new asset, financial leverage is crucial for every organization. In this study, we assess how financial leverage affects the presentation of Pakistan Textile business. One of Pakistan's largest industries is textile production, which accounts for 8.5% of the nation's GDP. Pakistan's largest or largest industry, textiles are separated into three categories: composite, spinning, and weaving. Financial leverage and corporate performance have a bad relationship, according to discussions, studies, and research, because high interest rates reduce a firm's profitability. It was urged that managers refrain from using more debt than equity and support projects with internal funds such as retained earnings. monetary leverage and presentation have a negative association because as the ratio of liability raises, a firm's performance declines, and vice versa as the ratio of debt falls, a firm's performance rises. This claim demonstrates how debt to performance ratio affects performance.







Many researchers point out that financial leverage has a detrimental influence on the productivity and profitability of the company. On other side, financial leverage cannot affect the size or expansion of the firm; therefore, a rise in financial leverage results in down turn in the firm's performance and profitability, and a fall in financial leverage results in an increase in these factors. Many different things influence a corporation. Financial leverage has a negative impact on company profitability and result in poor decision making since it lowers firm profitability when the rate of leverage is high while raising it when the rate is low. As a result, since a clear negative correlation among financial leverage and firm profitability, choosing the correct debt to equity ratio is vital for management of every company.
Businesses that rely only on their equity are exempt from paying a fixed amount or a high interest rate because they do not use borrowed money for business purposes in any other way. Because of this, these businesses have no monetary leverage. The performance of a corporation could suffer as a result of long- or short-term borrowing. Poor performance is indicated if a company's total equity exceeds the amount of borrowed money. The performance of the business will decline and bad decision-making will be done if debt obligations exceed total equity in the company. Before using leverage, financial managers should assess the value of the company's overall equity. Nonetheless, other research demonstrates a favorable correlation between monetary leverage and firm presentation because it strengthens the company's financial condition and increases share value. If talking about dividend payout is also considered as constraint Dividends can be utilized to maximize firm value or as rewards for investors. One of the most significant managerial choices is dividend policy, which has been well studied in the financial literature. A dividend payment may be viewed by the market as a promising indicator of a company's future presentation, in accordance with the dividend signaling theory. Yet, dividend payouts typically increase a company's financial and liquidity limitations. When a company is financially strapped, the decline in corporate liquidity might result in underinvestment, which eliminates chances for profitable investments.
The age of a company is a sign of its viability and ability to compete. Businesses with a longer history will have more expertise. According to research, a company's age has an







impact on its commitment to CSR. If taking about firm age another constraint According to research, older businesses are better able to translate rising sales into rising output and profits. They also found that as people get older, company performance suffers. Profitability is shown to decrease as a company ages. Aging is a long-term institutionalization of organizational rigidity. A situation like this may cause assets to become outmoded, costs to rise, sales growth to slow down, and investment and R&D to drop. Rent-seeking conduct is encouraged by old firms to become entrenched in the industry.
Hypothesis 2: Financial Constraint Negatively Influence Firm's Export.
[bookmark: _bookmark18]Exports Decision, Financial Constraints and Corporate Governance

Economic difficulties rise all through economic crises as a consequence of the government's rigorous financial policies. During an economic recession, the likelihood of a business failing is high. Economic difficulties are a broad concept that encompasses a wide range of circumstances in which company faces various types of financial difficulties. Bankruptcy, failure, default, insolvency, and financial distress are the most common terms used to describe these money difficulties. (Fazzari, Hubbard, & Petersen, 1998) found that firms that are financially constricted should depend primarily on internal funds, that also influence the firms' investment decisions. According to Chirinko and Schaller (1995); Cleary (1999), another measure of the firm's financial stance concentrates on agency cost and information asymmetries. Determinants could be acceptable if the company is smaller than that of the sampling, indicating that it is financially constrained. That might not always be the case. As according Fazzari et al. (1988), the more financially restricted a firm's investment is, the more sensitive it is to its internal funds.
(Francis et al., 2013) study discovered that improved corporate governance reduces budget restrictions that may prevent export decisions. As per Bayar et al. (2017), company law has a important helpful impact on the outcome of tax minimization on financial restriction. Firms with poor governance that avoid paying taxes usually have more financial constraints. Moreover, agency issues such as distraction and tax evasion by badly governed firms can be identified as extremely risky managerial alternative investments. can also aggravate a corporation's economic constraints. Chen Luxi (2013) proved that corporate governance







influences export decisions substantially. Because the informational asymmetries theory cannot fully describe financial constraints, corporate governance is a crucial component in describing them. In certain research findings, prior to the East Asian financial crisis, corporate governance mechanisms were the origin of overinvestment. Classmen and co- workers (2003). As per Dittmar and Mahrt (2007), a firm with solid corporate governance may increase the dollar's worth once compared to a corporation with an insufficient system of governance. Corporate governance (CG) is critical in a company since it sets the stage for accomplishing both economic and social goals (Ehsan, 2019). It is a method for deciding the company’s mission and objectives, as well as a way to accomplish company’s objectives and goals, according to the group for Economic Cooperation and Development (OECD) principles of CG. As a result, the corporate governance structure is likely to influence firm performance. CG is described as the processes and structures that organization’s use to control and direct their operations. Good CG supports greater openness and accountability towards firm investors and assists them in responding to stakeholder issues. It also helps organizations get access to capital, perform more quickly, decrease risk, and defend against mismanagement. As a result, CG may assist to the improvement of firm performance by reducing conflicts of interest among stakeholders, i.e., it tries to lower agency costs and hence improve performance. In the literature, CG is assessed in a variety of ways, including shareholder rights, ownership structure, and audit committee, board of director features, remuneration committee and disclosure and transparency that is a core element of corporate governance. Transparency and disclosure are essential elements of corporate governance. Increased transparency and disclosure make corporate stakeholders more aware about how a company is operated. Furthermore, research indicates that improved disclosure improves the efficiency with which capital markets operate. Corporate governance assists developing countries in achieving rapid and sustainable growth, boosting public belief in the economy, expanding the capital market and increasing the ability to mobilize savings. Furthermore, it raises investment rates while respecting the rights of minority owners or small investors. It also promotes the expansion of the private sector by strengthening its competitive strengths, assisting in project funding, increases profitability, and generating opportunities for employment.
According to agency theory, when ownership is distributed, organizations will provide more







information. When compared to organizations with concentrated ownership, companies with dispersed ownership have a higher risk of agency conflict since the difference of interests between the contracting parties is likely to be greater. Transparency may lower agency expenses since it aids in the resolution of monitoring issues encountered by diffuse owners. Low director ownership increase agency issues because managers are more likely to consume compensation and less likely to enhance job performance. As a result, shareholders must balance the rise in agency costs. Managers have an incentive to make voluntary disclosures nonetheless, as increased monitoring raises the costs of the company. That is, transparency serves as a replacement for monitoring. As a result, director ownership is a corporate governance mechanism that serves as a replacement for disclosure, according to Kelton and Yang's (2008) prediction that the demand for greater monitoring and more transparent disclosure declines with rising percentages of board ownership.

Traditionally, audit committees were a voluntary monitoring mechanism developed in high- cost agency conditions to enhance the level of information flow among the agent and the principal. The number of audit committees expanded significantly in the 1980s and 1990s, frequently as a result of a corruption case, and they have gained more attention in recent years. Audit committees, according to agency theory, should reduce agency expenses, especially if they are made up primarily of non-executive directors in accordance with best international practice. Audit committees may be an essential part of the decision-making framework employed by the board of directors in order to check control activities. Meeting frequency describes how frequently an audit committee meets over the course of a fiscal year, with more meetings indicating higher activity levels. Previous studies have amply demonstrated that the audit committee's frequency of meetings is a significant determinant of the committee's performance and effectiveness since meetings increase the likelihood that committee members will accomplish organizational goals. A committee has a higher level of voluntary disclosure when it meets more regularly, according to studies conducted in different locations by Li et al. (2012) and Pearsons (2009). A positive correlation between the volume of audit committee meetings and voluntary disclosure was also shown by empirical evidence from the literature. Global regulations and standards propose that meetings be held at least three or four times per year.







Corporate governance has an effect on how corporate tax evasion and financial limitations interact. Tax evasion is linked to more severe financial constraints and a larger chance of financial distress in environments with bad governance. Contrarily, in companies with sound governance, tax evasion has no detrimental effects on financial restrictions. Our findings show that tax dodging is a less beneficial source of financing for limited enterprises when faced with potential agency issues and opaque information settings. Businesses can reduce the damaging effects of tax evasion by implementing better governance procedures.
[bookmark: _bookmark19]Corporate Governance and Board Composition

Corporate governance, in its simplest form, refers to the procedures, norms, and practices that direct a company or organization. A framework of internal rules and bylaws is in place to govern behavior within the organization and to make sure that its leaders are successful and accountable in satisfying the needs of stakeholders, in addition to any applicable external laws or regulations.
The selection and administration of the CEO are only a small part of the board's involvement in governance. Directors must also take into account, approve, and monitor executive compensation, risk appetite and management, compliance reporting, and other matters as they relate to strategic plans. A board's makeup affects an organization's culture and ideals as well as the "tone at the top."
Your board needs to have a strong bench for all of these reasons. Board bench strength must show an evolution-ready attitude as stakeholder involvement and influence increase. Astute boards in the current decade are committed to diversity, enterprise, and social governance (ESG), which is similar to how the previous decade of their governance careers was defined by transparency and disclosure.
[bookmark: _bookmark20]Audit Committee and Corporate Governance

According to the Public Oversight Board (POB) report of the SEC Practice Section, there are too many boards of directors failing to make sure that the system operates as it should, which is why corporate governance in the United States is not as effective as it could be. To improve corporate governance, the board of directors' role must be strengthened, as this is







a prerequisite for more efficient corporate governance. Concerns have been made regarding the insufficient oversight of the financial reporting process and audit activities by corporate boards of directors and audit committees following the scandals at Enron, Global Crossing, Adelphia, and WorldCom, which were brought on by the suspected conduct of financial statement fraud. Due to a lack of attentive inspection procedures, corporate governance in the United States is under fire.
One of the researchers asserts that more stringent accounting rules and demanding transparency requirements are necessary to keep firms accountable to its workers and shareholders as well as to the highest moral standards. A committee is also created to talk about corporate governance. To enhance company performance, good governance cultivates accountable connections amongst the major players. By doing this, it holds the board of directors and management responsible to the shareholders. Board monitoring must include cooperation with management to ensure business legal and ethical compliance. To prevent fraud, foresee financial risks, and promote accurate, high-quality, and prompt disclosure of financial and other material information to the board, public markets, and shareholders, this includes making sure that quality accounting policies, internal controls, and external auditors who are independent and objective are in place.
Three conclusions were established by the Blue Ribbon Committee (BRC, 1999) addressing audit committee oversight of corporate governance:
1. The corporation's board of directors, audit committee, management, internal auditors, and external auditors must work closely together in order to have open and honest communication and produce high-quality financial reporting.
2. Financial statement fraud will be less common as a result of improved corporate governance monitoring in financial reporting procedures of publicly traded corporations.
3. Incidents of financial statement fraud undermine investor confidence in the capital market, whereas financial report integrity, quality, and transparency foster it.







[bookmark: _bookmark21]Corporate Governance Disclosure and Transparency

The corporate governance framework requires timely and correct disclosure of all material information pertaining to the organization, such as its financial status, performance, ownership, and governance. In the majority of nations, a substantial amount of data on publicly traded and sizable unlisted companies is gathered, both obligingly and voluntarily, and then dispersed to a variety of users. Although the majority of nations demand annual disclosure, some demand semi-annual, quarterly, or even more frequently in the event of significant developments that affect the company. In response to market demand, companies frequently make voluntary disclosure that goes above and beyond the minimal disclosure obligations.
All significant developments that take place between routine reports should be promptly disclosed, according to the Principles. In order to treat all shareholders equitably, they also support the simultaneous publication of all material or necessary information. Businesses must be careful not to stray from this core value of equitable treatment while fostering intimate ties with investors and market players. The disclosure rules shouldn't put too much of an administrative or financial strain on businesses. As long as it's not required to completely inform the investor's decision and avoid deceiving them, companies are also not compelled to reveal facts that could endanger their ability to comp
To establish what information must be given at the absolute least, several nations employ the idea of materiality. Information is considered to be material if it contains omissions or inaccuracies that could have an influence on the economic decisions made by information users.
[bookmark: _bookmark22]Role of Remuneration Committee in Corporate Governance

Almost any board director can serve on a compensation committee, but at least one member should have some background in creating compensation packages, including the design and price of all facets of the executive package.







Members of the compensation committee need to be adept at creating compensation plans in addition to having a solid understanding of the business and the internal and external factors that affect director and executive pay.
Additionally, the remuneration committee's members need to be aware of outside pressures to link pay to performance.
The pay committee's responsibility in corporate governance is to support boards in carrying out all of their tasks in a morally and ethically responsible manner.
[bookmark: _bookmark23]Shareholders Right in Corporate Governance

Corporate governance is the term used to describe the guidelines and duties that are given to different departments inside a corporation, as well as the processes for resolving internal conflicts. As corporate owners, one of the groups is granted specific privileges. One of the objectives of corporate governance is to safeguard these rights because they are legally guaranteed.
[bookmark: _bookmark24]Voting
On corporate decisions, shareholders have a vote. They are able to cast a vote on a variety of business matters, such as the choice of executives, mergers and acquisitions of rival companies, and the sale of firm assets. Normally, these questions are put to a vote at corporate annual meetings. If a shareholder is unable to attend the meetings, they may still cast their vote by proxy. If corporations have these policies in place, they can also vote by phone, mail, and/or mail
[bookmark: _bookmark25]Inspecting
The financial records of a corporation are open to shareholder inspection. Shareholders can examine the books to learn how their companies are doing. This may influence their choice of whether to buy more shares or sell the ones they already have. For shareholders of public firms, this entitlement is less significant because the Securities and Exchange Commission offers the same information. Public firms are required to publish their financial data annually so that anyone looking to buy stock can see it. Shareholders have the right to access







financial information about their private firms even though they are not compelled to file it with the SEC.
[bookmark: _bookmark26]Dividend Entitled
Each shareholder has the right to receive any profits that corporations choose to distribute as dividends. Corporate officers, not shareholders, determine dividend quantity. Depending on the corporation's earnings, these numbers may change from year to year. In light of this, companies with poor earnings, net losses, or other profit-related goals for expanding their operations may decide not to pay dividends. Corporations, on the other hand, are required to pay dividends to all shareholders and cannot pick a small number of owners to receive profits while disregarding the rest.
[bookmark: _bookmark27]Right to Sue
Corporations that have mistreated their holders of share may also be sued. Investors may file a lawsuit, for instance, if they are refused access to financial information about their companies or do not receive their fair portion of dividends. Before filing a lawsuit against their company, shareholders should get advice from their local government agencies
[bookmark: _bookmark28]Considerations
Being fair to all shareholders is one of corporate governance's objectives. The fairness and equality of all shareholders, which are intended to be maintained by corporate governance, are called into doubt by the fact that some firms are issuing dual stocks. Dual stocks have different rights and are not accessible to all investors. The company executives, founders, and their families might receive one class of stock, while regular financier might receive a different class. The voting power of common stockholders may be less than that of shareholders of the other class.
[bookmark: _bookmark29]Director Ownership in Corporate Governance
The ownership structure of a firm, which establishes the power dynamics inside the organization and can directly affect governance procedures and corporate behavior, is one of the most crucial aspects of corporate governance. In our examination of CEO ownership, we place particular emphasis on the corporate governance traits of businesses with a high concentration of CEO ownership as well as the effects of CEO ownership on business performance.







The two types of CEO possession attention that we distinguish are CEO ownership concentration based on voting power and CEO ownership concentration based on the market price of the company's stock. Voting authority is not necessary for considerable ownership of value.
The CEO voting power of smaller companies is more concentrated, whereas the CEO ownership value of large companies is substantially larger despite having less voting power.
We find that, after adjusting for size, senior levels of CEO voting authority concentration are linked to a number of poor governance sign, such as double class share structures, reduced board leadership independence, classified boards, lesser levels of gender variety in the boardroom and C-Suite, and minor rank of board refreshment. High degrees of CEO economic possession, however, seem to be strongly linked to increased business performance. Without the need for extensive executive team oversight, economic ownership produces the desired impact of aligning executive and shareholder interests
Hypothesis 3: Best corporate governance practices reduce risk for investors, helps in eliminating financial constraints, which results in improvement of export decision










[bookmark: _bookmark30]CHAPTER 3

3. [bookmark: _bookmark31]METHODOLOGY

The Pakistani textile sector is struggling to overcome significant obstacles such as the energy crisis, outdated equipment, a lack of investments, high taxes, the world economic downturn, and a lack of research. These factors have a significant impact on the productivity of the textile sector. “The rate of industry growth has significantly declined. The global economic downturn, high production costs brought on by rising energy prices and other factors may be the main causes of this reduction. The depreciation of the Pakistani rupee, which harshly enlarged the rate of imported inputs, the increase in prices, and the high price of financing have all negatively impacted the expansion of the textile industry. It is crucial to find solutions to these issues if we want to boost our exports, export more, and develop our balance of payments.
This study used a deductive approach since it is used to define the link between variables in data analysis. It makes use of quantitative data collection techniques. The focus of this study is mostly on the export decision of corporate governance firms. Corporate governance and new exporting enterprises may benefit from the study. This study added to the body of knowledge by analyzing how financial constraints can moderate the relationship between corporate governance and export in the following ways:
1. Weaker Financially Constrained Firms: For financially constrained firms, the positive impact of good corporate governance practices on exports may be limited. These firms may lack the necessary financial resources to fully leverage the benefits of good corporate governance, thus constraining their export activities.
2. 	Stronger Financially Constrained Firms: In some cases, financially constrained firms with good corporate governance practices may be more adept at managing limited resources efficiently. They may exhibit greater strategic focus, cost control, and risk management, allowing them to overcome financial constraints and engage in export activities despite limitations.







3.1 [bookmark: _bookmark32]Research Design

The textile companies in Pakistan that are listed on the Pakistan Stock Exchange will provide secondary data for this study, which is based on quantitative research. The data was collected from company’s financial statement. The sample was limited to textile companies only. For this investigation, a theoretical framework was developed. A sample of 78 companies from the years 2017 to 2021 was analyzed in the study. 3 different sector of textile industry was incorporated including spinning, weaving and composite. The sampling technique is stratified sampling and we took 75% of each sector, which in total makes 78 companies of textile out of 78 companies 17 companies was defaulted due poor financial condition, lack of investment and high tax; so our research was conducted on 61 textile companies. The study was conducted at the national level. Our population consisted of textile firms of Pakistan that are mentioned on the Pakistan Stock Exchange. The panel data was unbalanced panel data for our research because for some companies’ financial statement was not available. The total number of observation was calculated by formula years*no of companies ( 5*61=305). The total number of observations on which we ran our analysis were 305. Secondary data from the financial report and annual report of the companies was used in this investigation. SPSS and STATA are the software’s that were utilized for this study.
Textile Industry sampling

	Textile Industry
	Population
	Sample

	3units
	
	

	1- Textile composite sector
	40
	30

	2- Textile spinning sector
	58
	43

	3- Textile weaving sector
	6
	5

	Total
	104
	78









3.2 [bookmark: _bookmark33]Measurement

The study looked at how corporate governance of a corporation affects export decisions. Additionally, if companies do engage in exporting, it is examined to what extent this involvement may change in reaction to the governance and financial restrictions facing Pakistani companies.


3.3 [bookmark: _bookmark34][bookmark: _bookmark35]Theoretical Framework RESEARCH MODEL
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[bookmark: _bookmark36] (
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Good corporate governance practices, such as transparency, accountability, and effective decision-making processes, contribute to firm performance and export competitiveness. These practices enhance shareholder value, strategic planning, and resource allocation, which can positively impact export activities.
[bookmark: _bookmark37]Financial Constraints
Financial constraints refer to limitations faced by firms in accessing external financing due to factors like limited creditworthiness, high interest rates, or market imperfections. Financially constrained firms may have difficulty obtaining funds for export-related activities, such as market research, product development, or international expansion







[bookmark: _bookmark38]Empirical Model
The moderation role of FC and CG with a relation between exporting decisions is given below:-
𝐸𝑋𝑃𝑖𝑡 = β1CG𝑖𝑡 + β2 FC𝑖𝑡 + β3CGI𝑖𝑡 *FC𝑖𝑡 Where,
EXP denote exports
CG represents corporate governance FC indicate financial constraints
i reflect observation
t signifies time period
β1 and β2 are the direct paths while β3 reflects the conditional direct path.

3.4 [bookmark: _bookmark39]Variable Measurement
These are the variables that are used in this study:


[bookmark: _bookmark40]Dependent Variable of this study;
[bookmark: _bookmark41]Export
In theoretical framework export decision is considered as dependent variable. The term export means sending goods to another country for selling purposes. Exports has measured by two ways first decision to do exports and second intensity of exports. The export decision was measured by dummy variable if the company exports are given then assign 1 and otherwise 0 and the export intensity was measured by a formula given below:
Export = Export/Total sales







[bookmark: _bookmark42]Independent Variable of this study

[bookmark: _bookmark43]Corporate Governance
In this theoretical model corporate governance is considered as the independent variable. Corporate governance is a method or a system through companies get control, it also gives the right manner for the companies to do their work.
Corporate governance variable have six indexes in total, which includes board structure, ownership structure, auditing disclosure, remuneration committee, disclosure and transparency and shareholder’s right.
[bookmark: _bookmark44]Index1: Board Structure
1. Chief executive officer and chairperson of board are two separate individuals. Measured through dummy variable,
If it is written 2 in report than measure as 1 or else write 0.


2. If chairperson is director, which is non-executive, a dummy variable is used; otherwise, zero is used.
If non-executive director is mentioned= 1 and if executive director = 0.

3. If the business indicates director classes, the value is one; otherwise, it is zero.

If director classes are indicated = 1, otherwise = 0.

4. Minimum of two-thirds of the board's members are non-executive directors; this is measured with a dummy variable, 1 if yes, 0 if no.
If the board of directors does = 1 and the board of directors does not = 0,

5. The amount of meetings done by board, as measured by a dummy variable, is indicated by the company.
It is 1 if it indicates the number of meetings; otherwise, it is 0.

6. There is a corporate governance committee on the board, which is considered with a dummy variable.







The value is 1 if the board has a CG committee; otherwise, the value is 0.

7. A dummy variable is used to assess the Board's nominating committee.

The value is 1 if the board has a nominating committee; otherwise, it is 0.

[bookmark: _bookmark45]Index 2: Auditing Disclosure
1. The company has an audit team. This is determined by a variable that specify whether or not the company has an audit committee.
The value is 1 if the company has an audit team; otherwise, the value is 0.

2. The chairperson of the team is director who is non executive, dummy variable If yes, then 1; if no, then 0.
If the chairperson of the team is a non-executive, the value is 1; otherwise, the value is 0.

3. All members of the committee are non-executive directors. If the answer is yes, one is measured; otherwise, zero is measured.
The value is 1 if all members are non-executive; otherwise, the value is 0.

4. The committee does not include the chairman of the board. It is calculated using a dummy variable; if the board's chairperson is not the chairperson, the value is one; otherwise, the value is zero.
If the chairman is not the chairperson of the board, the value is 1; otherwise, the value is 0.

5. If the company indicates then1, the number of committee meetings is zero. A dummy was used to measure this.
If the company specifies the number of meetings, the answer is 1, otherwise it is 0.

[bookmark: _bookmark46]Index 3: Transparency and Disclosure
1. The company uses IFRS; a dummy variable was used to determine whether or not the company uses IFRS.
If the company follows IFRS, the value is 1; otherwise, it is 0.







2. The remuneration committee's membership is disclosed by the company. A dummy variable is used to measure this.
If the remuneration committee's composition is disclosed by the company, = 1; otherwise,
= 0.

3. The audit committee's composition, as measured by a dummy variable, is disclosed by the company.
If the company discloses the audit committee's composition, the answer is 1; otherwise, the answer is 0.
4. The total amount paid to each director is disclosed by the company. This is measured with a dummy variable that is set to 1 if yes and 0 if no.
If the company reports total director remuneration = 1 and no = 0,

5. The company discloses the CEO's remuneration. A dummy variable was used to measure this. Either yes or no.
If the company discloses the CEO's salary, one; otherwise, zero.

6. The company discloses its senior officers' work/professional credentials. If the company discloses one, the variable is a dummy variable.
If the company discloses its senior officers' qualifications, 1; otherwise, 0.

7. The academic credentials of the company's senior officers are disclosed. If yes, the value is calculated using a dummy variable; otherwise, it is zero.
If the company discloses senior officers' academic credentials, the value is 1; otherwise, the value is 0.
8. The company makes the senior management team's compensation public. Dummy variables are used to measure this. If yes, 1; otherwise, 0
If a corporation reveals the senior management team's compensation, the answer is 1; otherwise, it is 0.







9. The company reveals the job and professional backgrounds of the directors; this is assessed using a dummy variable with a yes/no value is 1 and 0.
If a corporation publishes the job experience of its directors, the answer is 1, while otherwise, it is 0.
10. The company reveals the directors' educational backgrounds. This is calculated using a dummy variable that the corporation either declares as 1 or as 0.
If a corporation publishes the directors' academic credentials, it scores 1; otherwise, it scores 0.
11. The company reports the directors' ages, which are calculated using a dummy variable with a yes/no value 1 and 0.
If a corporation publishes the directors' ages, then it is 1, and otherwise, it is 0.

12. The company provides the date when each director was appointed. This is assessed using a dummy variable to determine if the firm performs well or poorly.
If the corporation makes public the date a director was appointed, the answer is 1 otherwise it is 0.
13. If the answer to the dummy variable is yes or no, the company engages one of the "big four" audit firms as its external auditor.
If a "big four" audit is performed by the company, the answer is 1, otherwise, it is 0.

14- By three months of the year's conclusion, the company produces its annual reports. This is quantified using a dummy variable. If the company publishes 1, or else 0.
If a corporation publishes its financial statement in less than three months, the result is 1 otherwise it is 0
5. The business provides the performance of the stock market and pricing information. If the dummy variable returns 1 or 0, this is measured.







If a corporation publishes stock price and stock market performance, the answer is 1, and if it doesn't, the answer is 0.
16. The company makes share ownership public. This is calculated using a dummy variable; the business discloses 1 and withholds 0.
If a firm reveals its ownership of shares, the answer is 1; otherwise, it is 0.

17. The business affirms its commitment to sound corporate governance. If affirmative, a dummy variable is used to quantify it; otherwise, it is zero.
If a corporation declares its intention to have effective CG = 1 and not = 0

19. The company provides a summary of five-year financial trend information. Dummy variables are used to gauge this. Yes or No: 1.
If a corporation provides an overview of its five-year financial trend, the score is 1; otherwise, it is 0.
20. Business reports on CSR initiatives If affirmative, 1 is obtained as a measurement; else, zero. If an organization reports on CSR actions, then the result is 1, and if it does not, then the result is 0.
[bookmark: _bookmark47]Index 4: Remuneration Committee
1. The firm has a remuneration policy. This was checked using a dummy. firm has remuneration it is 1 otherwise 0
If a corporation has a remuneration policy, that number is 1; otherwise, it is 0.

2. The chairman of the team is director who is non executive, as determined by a dummy variable, and is either 1 or 0 depending on whether the firm has a compensation committee or not.
If the committee's chair is a non-executive, the answer is 1; otherwise, it is 0.

3. The committee is made up entirely of non-executive directors. This is additionally tested using the dummy variables yes1 and no 0.







If all members of the panel are non-executive, the result is 1; otherwise, it is 0.

4. The number of committee meetings is disclosed by the company. A dummy variable that either indicates 1 or 0 is if it.
If the corporation mentions the number of meetings the committee has had, then the answer is 1; otherwise, the answer is 0.
[bookmark: _bookmark48]Index 5: Shareholder’s Right
1. The company follows the one-share, one-vote rule. the organization uses dummy variable to measure this if organization uses 1 otherwise 0
If a corporation followed the "one share, one vote" approach, it would be considered 1; otherwise, it would be 0.
2. The company elects each director annually. Dummy variables are used to evaluate this. Company decides 1, if not 0.
If a corporation elects all directors annually, the answer is 1, and if not, the answer is 0.

3. The company says that proxy voting is permitted. Dummy variables are used to measure this. If yes, then 1; if not, then 0.
If a corporation says it permits proxy voting, the answer is 1, else it's 0.
[bookmark: _bookmark49][bookmark: _bookmark50]Moderating Variable of this study Financial Constraints
The model's moderate variable is financial constraints. A line of economic action is limited
by financial constraints, which must be accommodated in its place. Leverage, firm age, dividend payout, firm size, and the KZ index have all been used to determine financial constraints.
1. [bookmark: _bookmark51]Firm Size
Large size firms are considered as financially unconstraint firms and small size firms are financially constraints. Firm size is calculated by dividing the total asset of the firm by its logarithm.







Firm size = log of total assets

2. [bookmark: _bookmark52]Dividend Payment
It is frequently used in pieces of literature. Higher dividend paying companies are regarded as having more financial freedom than lower dividend paying companies. Low dividend payout companies, according to Hovakimian (2009), keep their profits in order to invest them in the future. It is determined by adding the cash dividend paid to the earnings per share, according to Hovakimian (2009).
Ratio Dividend Payout = Dividend per share/Earning per share

[bookmark: _bookmark53]3- Age of Firm
This is considered by dividing the amount of years a firm has been in existence by its logarithm. Younger businesses are thought to be financially constrained, while older businesses are thought to be financially unconstrained (Mulier, 2014).
Firm Size = log of age

4. [bookmark: _bookmark54]Leverage
Long-term debt is any debt that a company has that matures more than a year after it was issued. Bonds or a bank loan are two options. Leverage has been determined by dividing entire assets by long-term debt
Leverage = Long term debt/Total Assets

5. [bookmark: _bookmark55]KZ Index
The KZ index is intended to assess how dependent a company is on outside funding. A higher KZ rating indicates a company is under financial constraints, while a lower value indicates that the company is able to receive outside funding and is not under any financial constraints.
Following is the equation for KZ, calculated by Hovakimian(2009)


KZ Index = (-1.002*Cash Flow) + (0.286*Q) + (3.139*Leverage) + (- 39.368*Dividend)

+ (-1.315*Cash Holding)







Flow of Cash = (EBIT + Dividend + Depreciation)/Total Assets


Q = (No. of Shares*Price of Share) + Total Liabilities/Total assets

Assets Leverage = Long term Debt/Total Assets Dividend = Dividend per share /Earning per share
Cash Holding = Cash/Total Assets

[bookmark: _bookmark56]OPERATIONALIZATION

Variable Description
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[bookmark: _bookmark57]CHAPTER 4

[bookmark: _bookmark58]EMPIRICAL RESULTS
We used Tobit and logit regression because our dependent variable exports is measured with dummy so we can not run diagnostic regression on our data. In this chapter, the findings of Pakistani textile companies that are mentioned on the Pakistan Stock Exchange for the time span of 2017–2021 are analyzed. In this research the effect of corporate governance on firms' exports is calculated as well as it is showed how the interaction effect reflected the moderating part of financial constraints on firms' exports. STATA and SPSS were utilized for this study's examination. Descriptive statistic, correlation among variables and regression are included in this chapter. In Pakistan's textile industries, the Tobit and logistic regression test has also been used.
[bookmark: _bookmark59]TABLE 1: DESCRIPTIVE STATISTIC
	Variables
	Mean
	Std.Dev

	EXPD
	0.64
	0.48

	EXPI
	0.34
	0.35

	FA
	3.62
	0.39

	FS
	22.08
	1.63

	DP
	0.16
	0.34

	LEV
	0.45
	0.31

	KZ
	-4.55
	14.10

	BS
	0.70
	0.11

	AD
	0.52
	0.16

	DT
	0.54
	0.13

	RC
	0.52
	0.16

	SR
	0.35
	0.13

	OS
	0.74
	0.37

	CGI
	0.58
	0.08









Table 1 shows the value of descriptive statistics performed on these three variables corporate governance, financial constraints and exports. The mean value of export dummy variable is .64 with standard deviation of .48 and export intensity exhibit mean of .34 with standard deviation of .35. The five measures of financial constraints, which include age, and size of firm, dividend payout, leverage, index KZ and their mean are 3.62, 22.08, 0.16, 0.45, -4.55
respectively. The financial constraint measure’s standard deviations are .39, 1.63, .34, .31, and 14.10. The mean of corporate governance index is 58% with standard deviation of 0.08. The measures of this variable are six in total which includes board structure, audit disclosure, disclosure and transparency, remuneration committee, ownership structure and shareholder’s right and their mean values are .70, .52, .54, .52, .35, .74 respectively.
Standard deviations of these variables are .11, .16, .13, .16, .13, .37 respectively.

[bookmark: _bookmark60]TABLE 2: CORRELATION


	
	EXPD
	EXPI
	FA
	FS
	DP
	L
	KZ
	BS
	AD
	DT
	RC
	SR
	OS
	CGI

	EXPD
	1
	
	
	
	
	
	
	
	
	
	
	
	
	

	EXPI
	
0.71
	
1
	
	
	
	
	
	
	
	
	
	
	
	

	FA
	-0.06*
	0.01***
	1
	
	
	
	
	
	
	
	
	
	
	

	FS
	0.57
	0.47
	0.03**
	1
	
	
	
	
	
	
	
	
	
	

	DP
	0.19
	0.21
	-0.04**
	0.18
	1
	
	
	
	
	
	
	
	
	

	LEV
	0.20
	0.16
	-0.09*
	0.02**
	-0.02**
	1
	
	
	
	
	
	
	
	

	KZ
	-0.19
	-0.19
	0.03**
	-0.19
	-0.96
	0.10
	1
	
	
	
	
	
	
	

	BS
	


0.12
	


-0.01**
	


0.10
	


0.13
	


0.06*
	
0.03
**
	- 0.04
**
	


1
	
	
	
	
	
	

	AD
	


0.13
	


0.06*
	


0.06*
	
0.00**
*
	


-0.01**
	- 0.01
**
	
0.01
***
	


0.13
	


1
	
	
	
	
	

	DT
	


0.33
	


0.22
	


0.10
	


0.48
	


0.08*
	


0.10
	- 0.08
*
	


0.18
	
0.03
**
	


1
	
	
	
	

	RC
	


0.09*
	


0.06*
	


-0.06*
	
0.01**
*
	


0.05**
	
0.05
**
	- 0.04
**
	


0.08*
	


0.60
	


0.10
	


1
	
	
	









	SR
	-
0.01**
*
	


0.02**
	


0.06*
	


0.04**
	


0.04**
	


0.12
	- 0.04
**
	


0.19
	


0.26
	


0.18
	


0.23
	


1
	
	

	OS
	


-0.10
	


-0.13
	


0.11
	


-0.18
	


-0.09*
	
0.00
***
	


0.11
	


0.18
	


0.15
	- 0.05*
*
	


0.20
	


0.32
	


1
	

	CGI
	


-0.02**
	


-0.09*
	


0.09*
	


-0.06*
	


-0.07*
	- 0.01
***
	
0.09
*
	
0.50*
*
	


0.30
	


0.26
	


0.32
	


0.38
	


0.70
	


1



p value less than 0.1 is significant at 10 percent. p value less than 0.05 is significant at 5 percent and p value less than 0.01 is significant at 1 percent.

Table 2 shows the values of correlation analysis performed on three variables. The second column of export shows that measures of financial constraint firm age, size, leverage dividend payout have positive relation with exports range from 0.01, .47, .21, .16 these values are positive and show significant relationship. Apart from this KZ index show negative relationship with exports -0.19.
Apart from this corporate governance indexes are also checked with exports. Board structure and ownership structure shows negative relationship with value of -0.01, -0.13 respectively. Other indexes exhibit positive relationship with export. Further indexes include audit disclosure 0.06, disclosure and transparency 0.22, remuneration committee 0.06, shareholder right 0.02. Corporate governance variable also confirm negative relationship with export with value of -0.09.
[bookmark: _bookmark61]TABLE 3.1: LOGISTIC REGRESSION WITH RESPECT TO FIRM AGE


	
	Model 1
	Model 2
	Model 3
	Model 4

	EXPD
	Coefficient
	Coefficient
	Coefficient
	Coefficient

	Constant
	3.80 (0.685)
	-2.18 (0.768)
	2.98(0.400)
	0.67 (0.809)

	FA
	-3.55 (0.195)
	--
	--
	--

	BS
	6.70 (0.179)
	--
	--
	--

	AD
	8.83 (0.036**)
	--
	--
	--









	DT
	6.02 (0.184)
	--
	--
	--

	RC
	-2.16 (0.545)
	--
	--
	--

	SR
	4.62 (0.357)
	--
	--
	--

	OS
	0.71 (0.648)
	--
	--
	--

	CGI
	
	19.01 (0.009***)
	--
	--

	FABS
	--
	--
	--
	0.71 (0.489)

	FAAD
	--
	--
	1.57 (0.067*)
	--

	FADT
	--
	--
	2.32 (0.065*)
	--

	FARC
	--
	--
	0.38 (0.680)
	--

	FASR
	--
	--
	1.11 (0.426)
	--

	FAOS
	--
	--
	--
	0.65 (0.034**)

	FACGI
	--
	--
	2.98 (0.400)
	--

	Log
likelihood
	-91.87
	-100.79
	-91.8
	-102.14

	Wald Chi2
	16.30
	6.81
	14.63
	5.78

	p-value
	0.0226
	0.0332
	0.0121
	0.0557


p value less than 0.1 is significant at 10 percent. p value less than 0.05 is significant at 5 percent and p value less than 0.01 is significant at 1 percent. Significance level is same for all logistic regression.
Table 3.1 shows the Logistic Regression with Respect to Firm Age. We ran total 4 Models of logistic regression. The constant value for Model 1: 3.80 (0.685), Model 2: -2.18(0.768)
and Model 3: 2.98 (0.400) and for Model 4 is 0.67(0.809). We ran logistic regression between the financial constraint variable Firm Age and seven variables of corporate governance.
The dependent variable was EXPD in the Model 1 whereas independent variables were firm age and all variables of corporate governance. The coefficient value and p value for Firm Age is -3.55 and (0.195) respectively then we wrote coefficient value and (p) value for corporate governance variables in model 1. The coefficient value and p value for Board Structure is 6.70 and (0.179). Board structure has insignificant value. For Audit Disclosure is 8.83 and (0.036*). Audit disclosure has positive value significant at 5% level. For







Disclosure and Transparency is 6.02 and (0.184). Disclosure and transparency has insignificant value .For Remuneration Committee -2.16 (0.545) Remuneration committee has insignificant value. For Shareholders Right 4.62 (0.357) a. Shareholder right has insignificant value.
For CGI we ran model 2 because CGI has multicollinearity with corporate governance variable and coefficient value and p value for Total CGI is 19.01(0.009***) respectively Total CGI has positive relation value significant at 1% level.
In model 3 we created interactions between financial constraint variable Firm Age and seven variables of corporate governance. In model 3 following interactions had significant values Firm Age and Audit Disclosure (FAAD) Coefficient value and p value for FAAD is 1.57 and (0.067*). Firm Age and Disclosure and Transparency (FADT) Coefficient value and p value for FADT 2.32 and (0.065*) respectively. FAAD and FADT have positive value and both significant at 1% level. Firm Age and Remuneration Committee (FARC) Coefficient value and p value is 0.38 and (0.680) respectively. Firm Age and Shareholders Right (FASR) coefficient value and p value is 1.11 and (0.426) respectively. Firm Age and CGI (FACGI) interaction Coefficient value and p value is 2.98 and (0.400) respectively. FARC, FASR and FACGI have insignificant value.
Financially unconstrained firm has a negative relationship with exports according to logistic regression with respect to firm age. This indicates that financially unconstrained firms don’t have positive relation with exports on the other hand financially constrained firms which are the young firms have positive relation with exports this is because are local market is saturated and they have more opportunities in foreign market so they are doing more exports. Board structure has positive relation with exports which means the company with better board structures do more exports. Audit disclosure has positive relationship with exports higher audit disclosure of a company indicates more transparency, which is why such companies have high exports. Disclosure Transparency has positive relation with exports which means that firms with better disclosure transparency has high exports. Remuneration committee has a negative relation with exports which means that firms with better remuneration committee have lower rates of exports and vice versa. Shareholder right







has positive relationship with exports which means firms with more shareholders right have high number of exports.
Ownership structure has positive relationship with exports, which means that firms with strong ownership structures have high exports. CGI has positive relationship with exports this means that firms with high total CGI have higher exports and vice versa this shows multicollinearity. Now interactions of firm age with variables of corporate governance shows following results. Financially unconstrained firms, which have high firm age strong board structure (FABS) have high rate of exports. Whereas financially unconstrained firms, which have less firm age and weak board structures, have less exports. Financially unconstrained firms with high firm age which have high audit disclosure(FAAD) have high exports and vice versa. Financially unconstrained firms with high firm age and high disclosure transparency (FADT) have high exports and vice versa. Financially unconstrained firms, which are mature firms with more, firm age and with high Remuneration committee (FARC) have high exports and vice versa. Similarly financially unconstrained firms with high firm age and high shareholder (FASR) right have high exports. Financially unconstrained firms with high firm age and better ownership structure (FAOS) have high exports and vice versa. Lastly financially unconstrained firms with high firm age and high CGI (FACGI) have high exports and financially constrained firms with less firm age and less CGI have less export.
Whereas following interactions had Multicollinearity in their values Firms Age and Board Structure (FABS) Firm Age and Ownership Structure (FAOS) for these interactions we ran Model 4 individually for each. The coefficient value and p value for FABS is 0.71 and (0.489) respectively. FABS have insignificant value. For FAOS value of coefficient and p value is 0.65 and (0.034**) respectively. FAOS has positive value significant at 5% level.
The log likelihood for Model 1 is - 91.87, for Model 2 - 100.79 and for Model 3 is - 91.8 and for Mode 4 is -102.14. WALDCHI(square) value for Model 1 is 16.30, Model 2 is
6.81and for Model 3 is 14.63 and for Model 4 is 5.78 . p value for Model 1 is 0.0226 , Model 2 is 0.0332 for Model 3 is 0.0121 and for Model 4 is 0.0557 respectively. Model 1 ,2 ,3 and
4 are significant at 5% , 5% , 1% and 10% respectively.
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	Model 1
	Model 2
	Model 3
	Model 4

	EXPD
	Coefficient
	Coefficient
	Coefficient
	Coefficient

	Constant
	-131.75 (0.000)
	-110.32 (0.008)
	-7.79 (0.069)
	-5.91 (0.082)

	FS
	5.85 (0.000***)
	--
	--
	--

	BS
	2.44 (0.682)
	--
	--
	--

	AD
	15.04 (0.045**)
	--
	--
	--

	DT
	4.27 (0.427)
	--
	--
	--

	RC
	-2.38 (0.658)
	--
	--
	--

	SR
	-5.55 (0.327)
	--
	--
	--

	OS
	-1.56 (0.532)
	--
	--
	--

	CGI
	--
	10.41 (0.232)
	--
	--

	FSBS
	--
	--
	--
	0.50 (0.02**)

	FSAD
	--
	--
	0.42 (0.037**)
	--

	FSDT
	--
	--
	0.46 (0.023**)
	--

	FSRC
	--
	--
	-0.07 (0.661)
	--

	FSSR
	--
	--
	0.13 (0.565)
	--

	FSOS
	--
	--
	--
	0.11 (0.046**)

	FSCGI
	--
	--
	0.03 (0.919)
	--

	Log likelihood
	-67.20
	-72.47
	-88.99
	-97.81

	Wald Chi2
	36.74
	8.24
	17.34
	11.64

	p-value
	0.0000
	0.0163
	0.0039
	0.0030



Table 3.2 shows the Logistic Regression with Respect to Firm size. We ran total 4 Models of logistic regression. The constant value for Model 1: -l31.75 (0.000), Model 2:- 110.32 (0.008), Model 3: - 7.79(0.069) and for Model 4 is -5.91(0.082). We ran logistic regression between the financial constraint variable Firm Size and seven variables of corporate governance. The dependent variable was EXPD in the Model whereas independent variables were firm size and all variables of corporate governance. The coefficient value and p value







for Firm size is 5.85 and (0.000**) respectively then we wrote coefficient value and (p) value for corporate governance variables in model 1. The coefficient value and p value for Board Structure is 2.44 and (0.682).Board structure has insignificant value. For Audit Disclosure is 15.04 and (0.045*). Audit disclosure has positive value significant at 5% level. For Disclosure and Transparency is 4.27 (0.427). For Remuneration Committee -2.38 and (0.658). For Shareholders Right -5.55 (0.327).Shareholder right has negative and insignificant value. For Ownership Structure is -1.56 (0.532). Remuneration committee, shareholders right and ownership structure have negative and insignificant value. CGI coefficient value is 10.41 p value is(0.232) respectively. CGI has insignificant value and we ran model 2 for total CGI due to multicollinearity.
In model 3 we created interactions between financial constraint variable Firm size and seven variables of corporate governance. In model 3 following interactions had significant values. Firm size and Audit Disclosure (FSAD) Coefficient value and p value is 0.42*and (0.037) respectively. FAAD has positive value significant at 5% level. Firm size and Disclosure and Transparency (FSDT) Coefficient value and p value is0.46* and (0.023) respectively. FSDT has positive value significant at 5% level. Firm size and Remuneration Committee (FSRC) Coefficient value and p value is -0.07 and (0.661) it has negative and insignificant value. Firm size and Shareholders Right (FSSR) coefficient value and p value is 0.13 and (0.565) respectively. Firm size and CGI (FSCGI) Coefficient value and p value is 0.03 and (0.919) respectively. FSSR and FSCGI have insignificant value.
Financially unconstrained firm has a positive relationship with exports according to logistic regression with respect to firm size. This indicates that financially unconstrained firms have positive relation with exports on the other hand financially constrained firms which are the young firms have negative relation with exports this is because they don’t have enough finances to carry out expensive procedures of exports. Rumen-ration committee has negative relationship with exports which means firms with more shareholders right have less number of exports. Now interactions of firm age with variables of corporate governance shows following results. Financially unconstrained firms, which are mature firms with more, firm age and with high Remuneration committee (FARC) have less exports and vice versa. Lastly financially unconstrained firms with high firm age and high CGI (FACGI)







have high exports and financially constrained firms with less firm age and less CGI have less export and the rest variables and interactions are same.
Whereas following interactions had multi-collinearity in their values Firm size and Board Structure (FSBS) Firm size and Ownership Structure (FSOS) for these interactions we ran. Model 4 individually for each. The coefficient value and p value for FSBS is 0.50 and (0.02**) It has positive value significant at 5% level. For FSOS coefficient and p value is 0.11**and (0.046)It has positive value significant at 5% level.
The log likelihood for Model 1 is -67.20, for Model 2 -72.47 for Model 3 is -88.99 and for
Model 4 is -97.81. WALDCHI (square) Model 1 value is 36.74, Model 2 value is 8.24 and
Value for Model 3 is 17.34 and for model 4 is 11.64. p value for Model 1 ,3 and 4 is significant at level 1% and for Model 2 is significant at level 5%.
[bookmark: _bookmark63]TABLE 3.3: LOGISTIC REGRESSION WITH RESPECT TO DIVIDEND PAYOUT


	
	Model 1
	Model 2
	Model 3
	Model 4
	Model 5
	Model 6
	Model 7
	Model 8
	Model 9

	EXPD
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff

	Constant
	-8.97
(0.082)
	-9.40
(0.047)
	3.9
(0.005)
	3.78
(0.010)
	4.45
(0.024)
	3.50
(0.006)
	3.54
(0.004)
	3.76
(0.028)
	3.76 (0.022)

	DP
	4.86
(0.200)
	--
	--
	--
	--
	--
	--
	--
	--

	BS
	8.20
(0.169)
	--
	--
	--
	--
	--
	--
	--
	-
-

	AD
	10.56
(0.026**)
	--
	--
	--
	--
	--
	--
	--
	--

	DT
	4.93
(0.250)
	--
	--
	--
	--
	--
	--
	--
	--

	RC
	-3.51
(0.394)
	--
	--
	--
	--
	--
	--
	--
	--

	SR
	2.27
(0.661)
	--
	--
	--
	--
	--
	--
	--
	--

	OS
	0.90
(0.616)
	--
	--
	--
	--
	--
	--
	--
	--

	CGI
	--
	21.19
(0.007***)
	--
	--
	--
	--
	--
	--
	--

	DPBS
	--
	--
	5.52
(0.093*)
	--
	--
	--
	--
	--
	--









	DPAD
	--
	--
	--
	7.2
(0.047**)
	--
	--
	--
	--
	--

	DPDT
	--
	--
	--
	--
	6.48
(0.120)
	--
	--
	--
	--

	DPRC
	--
	--
	--
	--
	--
	6.12
(0.038**)
	--
	--
	--

	DPSR
	--
	--
	--
	--
	--
	--
	10.17
(0.031**)
	--
	--

	DPOS
	--
	--
	--
	--
	--
	--
	--
	5.01
(0.027**)
	--

	DPCGI
	--
	--
	--
	--
	--
	--
	--
	--
	7.81
(0.037**)

	Log
likelihood
	-89.89
	-96.72
	-101.35
	-101.46
	-102.30
	-101.48
	-101.32
	-102.40
	-101.51

	Wald
Chi2
	14.73
	10.75
	2.82
	3.95
	2.42
	4.29
	4.65
	4.91
	4.35

	p-value
	0.0397
	0.0046
	0.0930
	0.0468
	0.1196
	0.0384
	0.0311
	0.0267
	0.0370




Table 3.3 shows the Logistic Regression with Respect to Dividend Payout. We ran total 9 Models of logistic regression. The constant value for Model 1: - 8.79 (0.082) Model 2:-9.40(0.047) Model 3: 3.9 (0.010) , Model 4: 3.78 (0.010) , Model 5:4.45 (0.024) Model 6: 3.50 (0.006) Model 7: 3.54
(0.004) Model 8: 3.76 (0.028) Model 9: 3.76 (0.022).

We ran logistic regression between the financial constraint variable Dividend Payout and seven variables of corporate governance. The dependent variable was export D in the Model whereas independent variables were Dividend payout and all variables of corporate governance. The coefficient value and p value for Dividend value is 4.86 and (0.200) respectively then we wrote coefficient value and (p) value for corporate governance variables in model 1. The coefficient value and p value for Board Structure is 8.20 and (0.169) Board structure has insignificant value. For Audit Disclosure is 10.56 and (0.026**). Audit Disclosure has positive value significant at 5 percent level. For Disclosure and Transparency is 4.93 and (0.250). Disclosure and Transparency has insignificant value. For Remuneration Committee -3.51 and (0.394) Remuneration committee has insignificant value. For Shareholders Right 2.27 and (0.661). Shareholders right has insignificant value. For Ownership Structure 0.90 and (0.616) Ownership Structure has insignificant value. For total CGI 21.19 and (0.007***) respectively. CGI has positive value significant at 1 percent level. Financially unconstrained firm has a positive relationship with exports according to logistic regression with respect to dividend payout. This indicates that







financially unconstrained firms have positive relation with exports on the other hand financially constrained firms have negative relation with exports. CGI has positive relationship with exports this means that firms with high CGI have higher exports and vice versa.
Interactions of dividend payout with variables of corporate governance showed same result in model 3-9 we created interactions between financial constraint variable Dividend Payout and seven variables of corporate governance. From model 3 to Model 9 we ran each interaction individually because of the multicollinearity. In Model 3 Dividend Payout and Board Structure Coefficient value and p value for DPBS is 5.52 and (0.093*) respectively. Board structure has positive value significant at 10 percent level.
In Model 4 Dividend payout and Audit Disclosure Coefficient value and p value for DPAD is 7.2 and (0.047*) respectively. Audit Disclosure has positive value significant at 5 percent level. For Model 5 Dividend Payout and Disclosure transparency (DPDT) Coefficient value and p value is
6.48 and (0.120) respectively. DPDT has insignificant value. In model 6 Dividend Payout and Remuneration committee (DPRC)coefficient value and p value is 6.12 and (0.038) respectively. DPRC has positive value significant at 5 percent level. In model 7 Dividend payout and Shareholders Right Coefficient value and p value for DPSR is 10.17 and (0.031) respectively. DPSR has positive value significant at 5 percent level. In model 8 Dividend payout and Ownership Structure Coefficient value and p value for DPOS is 5.01 and (0.027*) respectively. DPOS has positive value significant at 1 percent level. In model 8 Dividend payout and CGI Coefficient value and p value for DPCGI is 7.81 and (0.037*) respectively. DPCGI has positive value significant at 5 percent level.
The log likelihood for Model 1 is -89.89 for Model 2 - 96.72 and for Model 3 is -101.35 for Model 4 is -101.46 for Model 5 is -102.30 for Model 6 is -101.48or Model 7 is -101.32 and for Model 8
is -102.40 and for Model 9 -101.51. WALDCHI(square) Model 1 value is 14.37 Model 2 value
is 10.75 For Model 3 is 2.82 for Model 4 is 3.95 for Model 5 is 2.42 for Model 6 is 4.29 for Model
7 is 4.65 and for Model 8 is 4.91 and for Model 9 is 4.35. p value for Model 1 , Model 4 , Model
6 , Model 7 , Model 8 , Model 9 is significant at 5 percent level . Model 2 is significant at 1 percent level and Model 3 is significant at 10 percent level and Model 5 value of p is insignificant.
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	Model 1
	Model 2
	Model 3
	Model 4
	Model 5
	Model 6
	Model 7
	Model 8
	Model 9

	EXPD
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff

	Constant
	-10.98
(0.017)
	-10.62
(0.029)
	0.85
(0.577)
	0.90
(0.507)
	0.82
(0.569)
	1.84
(0.173)
	2.33
(0.131)
	2.72
(0.049)
	1.21
(0.404)

	LEV
	4.82
(0.003***
)
	--
	--
	--
	--
	--
	--
	--
	--

	BS
	6.18
(0.180)
	--
	--
	--
	--
	--
	--
	--
	--

	AD
	8.55
(0.032**)
	--
	--
	--
	--
	--
	--
	--
	--

	DT
	7.78
(0.087*)
	--
	--
	--
	--
	--
	--
	--
	--

	RC
	-3.05
(0.385)
	--
	--
	--
	--
	--
	--
	--
	--

	SR
	1.55
(0.720)
	--
	--
	--
	--
	--
	--
	--
	--

	OS
	0.71
(0.671)
	--
	--
	--
	--
	--
	--
	--
	--

	CGI
	--
	19.86
(0.01**)
	--
	--
	--
	--
	--
	--
	--

	LEVBS
	--
	--
	8.85
(0.00***
)
	--
	--
	--
	--
	--
	--

	LEVAD
	--
	--
	--
	9.46
(0.001***)
	--
	--
	--
	--
	--

	LEVDT
	--
	--
	--
	--
	10.56
(0.001***)
	--
	--
	--
	--

	LEVRC
	--
	--
	--
	--
	--
	6.42
(0.007***)
	--
	--
	--

	LEVSR
	--
	--
	--
	--
	--
	--
	10.56
(0.003***)
	--
	--

	LEVOS
	--
	--
	--
	--
	--
	--
	--
	3.41
(0.026**)
	--

	LEVCGI
	--
	--
	--
	--
	--
	--
	--
	--
	8.87
(0.002***)

	Log
likelihood
	-88.04
	-94.02
	-96.03
	-96.87
	-95.78
	-100.10
	-100.62
	-101.87
	-98.09

	Wald
Chi2
	18.75
	14.65
	12.35
	10.64
	11.57
	7.32
	8.89
	4.93
	9.92

	p-value
	0.0090
	0.0007
	0.0004
	0.0011
	0.0007
	0.0068
	0.0029
	0.0264
	0.0016









Table 3.4 shows the Logistic Regression with Respect to leverage. We ran logistic regression between the financial constraint variable leverage and seven variables of corporate governance. The dependent variable was EXPD in the Model whereas independent variables were leverage and all variables of corporate governance. The coefficient value and p value for leverage value is 4.82 and (0.003***) respectively then we wrote coefficient value and (p) value for corporate governance variables in model 1. The coefficient value and p value for Board Structure is 6.18 and (0.180). Board structure has insignificant value. For Audit Disclosure is 8.55 and (0.032*). Audit Disclosure has positive value significant at 5 percent level. For Disclosure and Transparency is 7.78 and (0.087) Disclosure and Transparency has positive value significant at 10 percent level. For Remuneration Committee -3.05 and (0.385) Remuneration Committee has insignificant value. Shareholder has insignificant value with coefficient value 1.55 and p value (0.720). Ownership Structure 0.71 and (0.671). Ownership Structure has insignificant value. For Total CGI 19.86 and (0.01***) respectively. CGI has positive value significant at 1 percent level.
Financially unconstrained firm has a positive relationship with exports according to logistic regression with respect to leverage. This indicates that financially unconstrained firms have positive relation with exports on the other hand financially constrained firms have negative relation with exports. CGI has positive relationship with exports this means that firms with high CGI have high exports and vice versa.
Interactions of dividend payout with variables of corporate governance showed same result. Financially unconstrained firms with high leverage and high CGI have high exports whereas financially constrained firms with less leverage and less CGI have lower exports. The rest interactions showed same results. In model 3 we created interactions between financial constraint variable leverage and seven variables of corporate governance. From model 3 to Model 9 we ran each interaction individually because of the multicollinearity.
In Model 3 leverage and Board Structure Coefficient value and p value for LEVBS is 8.85 and (0.00***) respectively. In Model 4 Leverage and Audit Disclosure Coefficient value and p value for LEVAD is 9.46 and (0.001**) respectively. Leverage and Audit Disclosure has positive value significant at 1 percent level. For Model 5 leverage and Disclosure transparency (LEVDT) Coefficient value and p value for is 10.56 and (0.001*) respectively. Leverage and







Disclosure Transparency has positive value significant at 1 percent level. In model 6 Leverage and Remuneration committee (LEVRC) coefficient value and p value for LEVRC is 6.42 and (0.007*) respectively. Leverage and Remuneration Committee has positive value significant at 1 percent level. In model 7 leverage and Shareholders Right Coefficient value and p value for LEVSR is 10.56 and (0.003*) respectively. Leverage and Shareholders Right has positive value significant at 1 percent level. In model 8 leverage and Ownership Structure Coefficient value and p value for LEVOS is 3.41 and (0.026) respectively. Leverage and Ownership structure has positive value significant at 5 percent l level. In model 8 leverage and CGI Coefficient value and p value for LEVCGI is 8.87 and(0.002**) respectively. Leverage and CGI has positive value significant at 1 percent level.
The log likelihood for Model 1 is -88.04 for Model 2 -94.02 and for Model 3 is -96.03 for
Model 4 is -96.87 for Model 5 is -95.78 for Model 6 is -100.10 for Model 7 is -100.62 and for
Model 8 is -101.87 and for Model 9 is -98.09. WALDCHI(square) Model 1 value is 18.75
Model 2 value is 14.65 for Model 3 is 12.35 for Model 4 is 10.64 for Model 5 is 11.57 for
Model 6 is 7.32 for Model 7 is 8.89 and for Model 8 is 4.93 and for Model 9 is 9.92.p value
for Model 1, 2, 3 ,4 ,5 ,6,7 and 9 is significant at 1 percent level and Model 8 is significant at
5 percent level.

[bookmark: _bookmark65]TABLE 3.5: LOGISTIC REGRESSION WITH RESPECT TO KZ


	
	Model 1
	Model 2
	Model 3
	Model 4
	Model 5
	Model 6
	Model 7
	Model 8
	Model 9

	EXPD
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff

	Constant
	-8.64
(0.077)
	-9.17
(0.050)
	3.59
(0.003)
	3.28
(0.004)
	3.58
(0.003)
	3.13
(0.004)
	3.27
(0.003)
	3.58
(0.008)
	3.59
(0.004)

	KZ
	-0.10
(0.082*)
	--
	--
	--
	--
	--
	--
	--
	--

	BS
	7.85
(0.157)
	--
	--
	--
	--
	--
	--
	--
	--

	AD
	10.42
(0.023**)
	--
	--
	--
	--
	--
	--
	--
	--

	DT
	4.81
(0.257)
	--
	--
	--
	--
	--
	--
	--
	--

	RC
	-3.37
(0.390)
	--
	--
	--
	--
	--
	--
	--
	--









	SR
	2.42
(0.639)
	--
	--
	--
	--
	--
	--
	--
	--

	OS
	1.01
(0.565)
	--
	--
	--
	--
	--
	--
	--
	--

	CGI
	--
	21.05
(0.007***)
	--
	--
	--
	--
	--
	--
	--

	KZBS
	--
	--
	-0.11
(0.06*)
	--
	--
	--
	--
	--
	--

	KZAD
	--
	--
	--
	-0.13
(0.061*)
	--
	--
	--
	--
	--

	KZDT
	--
	--
	--
	--
	-0.12
(0.082*)
	--
	--
	--
	--

	KZRC
	--
	--
	--
	--
	--
	-0.13
(0.058*)
	--
	--
	--

	KZSR
	--
	--
	--
	--
	--
	--
	-0.21
(0.054*)
	--
	--

	KZOS
	--
	--
	--
	--
	--
	--
	--
	-0.10
(0.061*)
	--

	KZCGI
	--
	--
	--
	--
	--
	--
	--
	--
	-0.14
(0.036**)

	Log
likelihood
	-90.45
	-97.55
	-102.01
	-101.95
	-10
2.33
	-101.82
	-101.80
	-102.64
	-101.73

	Wald Chi2
	16.42
	10.47
	3.62
	3.50
	3.03
	3.59
	3.71
	3.52
	4.38

	p-value
	0.0215
	0.0053
	0.0570
	0.0613
	0.0816
	0.0582
	0.0542
	0.0605
	0.0363




Table 3.5 shows the Logistic Regression with Respect to KZ. We ran logistic regression between the financial constraint variable KZ and seven variables of corporate governance. The dependent variable was EXPD in the Model whereas independent variables were KZ and all variables of corporate governance. The coefficient value and p value for value is -
0.10 and (0.082*) respectively then we wrote coefficient value and (p) value for corporate governance variables in model 1. The coefficient value and p value for Board Structure is
7.85 and (0.157). Board structure has insignificant value. For Audit Disclosure is 10.42 and (0.023*). Audit Disclosure has positive value significant at 5 percent level. For Disclosure and Transparency is 4.81 and (0.257). Disclosure and Transparency has insignificant value. For Remuneration Committee -3.37 and (0.390). Remuneration Committee has negative and insignificant value. For Shareholders Right 2.42 and (0.639). Shareholders right has insignificant value.  For Ownership Structure 1.01 and (0.565). Ownership Structure has







insignificant value. For Total CGI 21.05 and (0.007**) respectively. CGI has positive value significant at 1 percent level.
Financially unconstrained firm has a negative relationship with exports according to logistic regression with respect to KZ. This indicates that financially unconstrained firms don’t have positive relation with exports on the other hand financially constrained firms have positive relation with exports this is because are local market is saturated and they have more opportunities in foreign market so they are doing more exports and the rest variables have same result.
Now interactions of KZ with variables of corporate governance shows following results. Financially unconstrained firms, which have high KZ and strong board structure (KZBS) have less rate of exports. Where as Financially constrained firms, which have less KZ and weak board structures, have high exports. Financially unconstrained firms with high KZ which have high audit disclosure (KZAD) have less exports and vice versa. Financially unconstrained firms with high KZ and high disclosure transparency (KZDT) have less exports and vice versa. Financially unconstrained firms with more KZ and with high Remuneration committee (KZRC) have less exports and vice versa. Similarly financially unconstrained firms with high KZ and high shareholder (KZRC) right have less exports. Financially unconstrained firms with high KZ and better ownership structure (KZOS) have less exports and vice versa. Lastly financially unconstrained firms with high KZ and high CGI (KZCGI) have less exports and financially constrained firms with less KZ and less CGI have high exports.
In model 3 we created interactions between financial constraint variable KZ and seven variables of corporate governance. From model 3 to Model 9 we ran each interaction individually because of the multicollinearity. In Model 3 KZ and Board Structure Coefficient value and p value for KZBS is -0.11 and (0.06*) respectively. KZBS has negative value significant at 10 percent level.
In Model 4 KZ and Audit Disclosure Coefficient value and p value for KZAD is -0.13 and (0.061*) respectively. KZAD has negative value significant at 10 percent level. For Model 5 KZ and Disclosure transparency (KZDT) Coefficient value and p value for is -0.12 and







(0.082*) respectively. Disclosure Transparency has negative value significant at 10 percent level.
In model 6 KZ and Remuneration committee (KZRC) coefficient value and p value for KZRC is -0.13 and (0.058*) respectively. KZRC has negative value significant at 10 percent level. In model 7 KZ and Shareholders Right Coefficient value and p value for KZSR is -
0.21 and (0.054*) respectively. KZRC has negative value significant at 0 percent level. In model 8 KZ and Ownership Structure Coefficient value and p value for KZOS is -0.10 and (0.061*) respectively. KZOS has negative value significant at 10 percent level. In model 9 KZ and CGI Coefficient value and p value for KZCGI is -0.14 and (0.036**) respectively. KZCGI has negative value significant at 5 percent level.
The log likelihood for Model 1 is -90.45 for Model 2 -97.55 and for Model 3 is -102.01 for
Model 4 is -101.95 for Model 5 is -102.33 for Model 6 is -101.82 for Model 7 is -101.80 and
for Model 8 is -102.64 and for Model 9 is -101.73. WALDCHI(square) Model 1 value is
16.42 Model 2 value is 10.47 For Model 3 is 3.62 for Model 4 is 3.50 for Model 5 is 3.03
for Model 6 is 3.59 for Model 7 is 3.71 and for Model 8 is 3.52 and for Model 9 is 4.38. p
value for Model 2 is significant at 1 percent value. For Model 1, 7, 9 is significant at 5
percent value. For Model 3 , 4, 5 , 6, 8 is significant at 10 percent value.

[bookmark: _bookmark66]TABLE 3.6: SUMMARISED RESULTS OF LOGIT REGRESSION


	EXPD
Dependent Variable
	Firm Age
	EXPD
	Firm Size
	EXPD
	Dividend payout
	EXPD
	Leverage
	EXPD
	Kz

	FA
	Not
supported
	FS
	
Supported
	DP
	Not
supported
	LEV
	Supported
	KZ
	Supported

	BS
	Not
supported
	BS
	Not
supported
	BS
	Not
supported
	BS
	Not
supported
	BS
	Not
supported

	AD
	Supported
	AD
	Supported
	AD
	Supported
	AD
	Supported
	AD
	Supported

	DT
	Not
supported
	DT
	Not
supported
	DT
	Not
supported
	DT
	Supported
	DT
	Not
Supported

	RC
	Not supported
	RC
	Not supported
	RC
	Not supported
	RC
	Supported
	RC
	Not supported

	SR
	Not
supported
	SR
	Not
supported
	SR
	Not
supported
	SR
	Not
supported
	SR
	Not
supported

	OS
	Not
supported
	OS
	Not
supported
	OS
	Not
supported
	OS
	Not
supported
	OS
	Not
supported

	CGI
	Supported
	CGI
	Not supported
	CGI
	
Supported
	CGI
	Supported
	TOTAL CGI
	Supported









	FABS
	Not
supported
	FSBS
	Supported
	DPBS
	Supported
	LEVBS
	Supported
	KZBS
	Supported

	FAAD
	Supported
	FSAD
	Supported
	DPAD
	Supported
	LEVAD
	Supported
	KZAD
	Supported

	FADT
	Supported
	FSDT
	Supported
	DPDT
	Not
supported
	LEVDT
	Supported
	KZDT
	Supported

	FARC
	Not
supported
	FSRC
	Not
supported
	DPRC
	Supported
	LEVRC
	Supported
	KZRC
	Supported

	FASR
	Not supported
	FSSR
	Not supported
	DPSR
	Supported
	LEVSR
	Supported
	KZSR
	Supported

	FAOS
	Supported
	FSOS
	Supported
	DPOS
	Supported
	LEVOS
	Supported
	KZOS
	Supported

	FACGI
	Not supported
	FSCGI
	Not supported
	DPCGI
	Supported
	LEVCGI
	Supported
	KZCGI
	Supported
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[bookmark: _bookmark68]TABLE 4.1: TOBIT REGRESSION WITH RESPECT TO FIRM AGE


	
	Model 1
	Model 2
	Model 3
	Model 4

	EXPI
	Coefficient
	Coefficient
	Coefficient
	Coefficient

	Constant
	0.71 (0.901)
	-0.29 (0.958)
	0.04 (0.827)
	0.03 (0.847)

	FA
	-0.14 (0.356)
	--
	--
	--

	BS
	0.21 (0.354)
	--
	--
	--

	AD
	0.32 (0.023**)
	--
	--
	--

	DT
	0.33 (0.114)
	--
	--
	--

	RC
	0.02 (0.882)
	--
	--
	--

	SR
	0.14 (0.463)
	--
	--
	--

	OS
	0.09 (0.296)
	--
	--
	--

	CGI
	--
	0.94
(0.014**)
	--
	--

	FABS
	--
	--
	--
	0.02(0.790)

	FAAD
	--
	--
	0.09(0.023**)
	--

	FADT
	--
	--
	0.11(0.049**)
	--

	FARC
	--
	--
	0.02 (0.564)
	--

	FASR
	--
	--
	0.06(0.234)
	--

	FAOS
	--
	--
	--
	0.03(0.075*)

	FACGI
	--
	--
	-0.18(0.058*)
	--









	Log likelihood
	-97.43
	-104.18
	-97.88
	-105.40

	Wald Chi2
	19.43
	6.10
	18.21
	3.62

	p-value
	0.0069
	0.0475
	0.0027
	0.1633


p value less than 0.1 is significant at 10 percent. p value less than 0.05 is significant at 5 percent and p value less than 0.01 is significant at 1 percent.
Table 4.1 shows the Tobit Regression with Respect to Firm Age. We ran total 4 Models of Tobit regression. The constant value for Model 1: 0.71 (0.901), Model 2: -0.29 (0.958) and
Model 3: 0.04 (0.827) and for Model 4 is 0.03(0.847). We ran logistic regression between the financial constraint variable Firm Age and seven variables of corporate governance. The dependent variable was EXPI in the Model whereas independent variables were firm age and all variables of corporate governance. The coefficient value and p value for Firm Age is -
0.14 and (0.356) respectively then we wrote coefficient value and (p) value for corporate governance variables in model 1. The coefficient value and p value for Board Structure is
0.21 (0.354). Board structure has insignificant value. For Audit Disclosure is 0.32 and (0.023*). Audit disclosure has positive value significant at 5% level. For Disclosure and Transparency is 0.33 and (0.114). Disclosure and transparency has insignificant value. For Remuneration Committee 0.02 (0.882). Remuneration committee has insignificant value. For Shareholders Right 0.14 and (0.463). Shareholder right has insignificant value. For Ownership Structure 0.09 (0.296). Ownership structure has insignificant value. For Total CGI 0.94 (0.014) respectively. CGI has positive value significant at 5% level.
In model 3 we created interactions between financial constraint variable Firm Age and seven variables of corporate governance. In model 3 following interactions had significant values Firm Age and Audit Disclosure (FAAD) Coefficient value and p value for FAAD is 0.09and (0.023). Firm Age and Disclosure and Transparency (FADT) Coefficient value and p value for FADT 0.11 and (0.049) respectively. FAAD and FADT have positive value and FAAD significant at 5 percent level and FADT significant at 5% level. Firm Age and Remuneration Committee (FARC) Coefficient value and p value is 0.02 and (0.564) respectively. Firm Age and Shareholders Right (FASR) coefficient value and p value is 0.06 and (0.234) respectively. FARC and FASR have insignificant value. Firm Age and CGI (FACGI) interaction Coefficient value and p value is -0.18and (0.058) respectively. FACGI has negative value significant at 10 % level.







Financially unconstrained firm has a negative relationship with exports according to Tobit regression with respect to firm age. This indicates that financially unconstrained firms don’t have positive relation with exports on the other hand financially constrained firms which are the young firms have positive relation with exports this is because are local market is saturated and they have more opportunities in foreign market so they are doing more exports. Board structure has positive relation with exports which means the company with better board structures do more exports. Audit disclosure has positive relationship with exports higher audit disclosure of a company indicates more transparency which is why such companies have high exports. Disclosure Transparency has positive relation with exports which means that firms with better disclosure transparency has high exports. Remuneration committee has positive relation with exports which means that firms with better remuneration committee have high rates of exports and vice versa. Shareholder right has positive relationship with exports which means firms with more shareholders right have high number of exports. Ownership structure has positive relationship with exports, which means that firms with strong ownership structures have high exports. CGI has negative relationship with exports this means that firms with high CGI have lower exports and vice versa this shows multicollinearity.
Now interactions of firm age with variables of corporate governance shows following results. Financially unconstrained firms which have high firm age strong board structure (FABS) have high rate of exports .Where as Financially unconstrained firms, which have less firm age and weak board structures, have less exports. Financially unconstrained firms with high firm age which have high audit disclosure (FAAD) have high exports and vice versa. Financially unconstrained firms with high firm age and high disclosure transparency (FADT) have high exports and vice versa. Financially unconstrained firms, which are mature firms with more, firm age and with high Rumination committee (FARC) have high exports and vice versa. Similarly financially unconstrained firms with high firm age and high shareholder (FASR) right have high exports. Financially unconstrained firms with high firm age and better ownership structure (FAOS) have high exports and vice versa.
Lastly financially unconstrained firms with high firm age and high CGI (FACGI) have less exports and financially constrained firms with less firm age and less CGI have high exports.







Where as following interactions had Multicollinearity in their values Firms Age and Board Structure (FABS) Firm Age and Ownership Structure (FAOS) for these interactions we ran Model 4 individually for each. The coefficient value and p value for FABS is 0.02 and (0.790) respectively. FABA has insignificant value. For FAOS value of coefficient and p value is 0.03 and (0.075*) respectively. FAOS has positive value significant at 10% level.
The log likelihood for Model 1 is -97.43 for Model 2 -104.18 and for Model 3 is -97.88 for
Model 4 is -105.40. WALDCHI (square) value for Model 1 is 19.43, Model 2 is 6.10 and for Model 3 is 18.21 and for Model 4 is 3.62. p value for Model 1 and Model 3 is significant at 1 percent value. Model 2 is significant at 5 percent value and Model 4 p value is insignificant.
[bookmark: _bookmark69]TABLE 4.2: TOBIT REGRESSION WITH RESPECT TO FIRM SIZE
	
	Model 1
	Model 2
	Model 3
	Model 4

	EXPI
	Coefficient
	Coefficient
	Coefficient
	Coefficient

	Constant
	-4.98 (0.000)
	-4.98 (0.000)
	-0.27 (0.161)
	-0.20 (0.235)

	FS
	0.22 (0.000***)
	--
	--
	--

	BS
	0.11 (0.614)
	--
	--
	--

	AD
	0.27(0.053**)
	--
	--
	--

	DT
	-0.02 (0.905)
	--
	--
	--

	RC
	0.07 (0.570)
	--
	--
	--

	SR
	-0.04 (0.823)
	--
	--
	--

	OS
	0.07 (0.365)
	--
	--
	--

	CGI
	--
	0.45 (0.222)
	--
	--

	FSBS
	--
	--
	--
	0.02 (0.082*)

	FSAD
	--
	--
	0.02 (0.016**)
	--

	FSDT
	--
	--
	0.02 (0.024**)
	--

	FSRC
	--
	--
	0.002 (0.769)
	--

	FSSR
	--
	--
	0.01 (0.204)
	--

	FSOS
	--
	--
	--
	0.01
(0.043**)









	FSCGI
	--
	--
	-0.005(0.722)
	--

	Log
likelihood
	-76.41
	-80.59
	-95.71
	-102.75

	Wald
Chi2
	56.21
	48.64
	22.62
	8.91

	p-value
	0.0000
	0.0000
	0.00004
	0.0116




Table 4.2 shows the Tobit Regression with Respect to Firm size. We ran total 4 Models of Tobit regression. The constant value and p value for Model 1: -4.98 (0.000) , Model 2: -
4.98 (0.000) and Model 3: -0.27( 0.161) and for Model 4 is -0.20(0.235). We ran Tobit regression between the financial constraint variable Firm size and seven variables of corporate governance. The dependent variable was EXPI in the Model whereas independent variables were firm size and all variables of corporate governance. The coefficient value and p value for Firm size is 0.22 and (0.000***) respectively then we wrote coefficient value and (p) value for corporate governance variables in model 1.
The coefficient value and p value for Board Structure is 0.11 and (0.614). Board structure has insignificant value. For Audit Disclosure is 0.27 and (0.053*). Audit disclosure has positive value significant at 5% level. For Disclosure and Transparency is -0.02 and (0.905). Disclosure and transparency has insignificant value. For Remuneration Committee 0.07 and (0.570). Remuneration committee has insignificant value. For Shareholders Right -0.04 and (0.823). Shareholder right has negative and insignificant value. For Ownership Structure
0.07 and (0.365). Ownership structure has insignificant value. For Total CGI coefficient value is 0.45 and p value is (0.222) respectively. Total CGI has insignificant value.
In model 2 we created interactions between financial constraint variable Firm size and seven variables of corporate governance. In model 3 following interactions had significant values Firm size and Audit Disclosure (FSAD) Coefficient value and p value for FSAD is 0.02 and (0.016). Firm size and Disclosure and Transparency (FSDT) Coefficient value and p value is 0.02 and (0.024*) respectively. FSAD and FSDT have positive values and both significant at 5 percent level. Firm size and Remuneration Committee (FSRC) Coefficient value and p value is 0.002 and (0.769) respectively. Firm size and Shareholders Right (FSSR)







coefficient value and p value is 0.01 and (0.204) respectively. FSRC and FSSR have insignificant values. Firm size and CGI (FSCGI) interaction Coefficient value and p value is -0.005 and (0.722) respectively. FSCGI has negative and insignificant value . Financially unconstrained firm has a negative relationship with exports according to Tobit regression with respect to firm size.
This indicates that financially unconstrained firms don’t have positive relation with exports on the other hand financially constrained firms which small firm size have positive relation with exports this is because are local market is saturated and they have more opportunities in foreign market, so they are doing more exports. Rest variables are same. Interactions of firm size with variables of corporate governance have same results.
Whereas following interactions had Multicollinearity in their values Firms size and Board Structure (FSBS) Firm size and Ownership Structure (FSOS) for these interactions we ran Model 4 individually for each. The coefficient value and p value for FSBS is 0.02 and (0.082*) respectively. For FSOS value of coefficient and p value is 0.01 and (0.043**) respectively. FSBS and FSOS have positive values significant at 10% and 5% level respectively.
The log likelihood for Model 1 is -76.41, for Model 2 - 80.59 and for Model 3 is -95.71 and for Model 4 is -102.75. WALDCHI (square) value for Model 1 is 56.92, for Model 2 is 48.64, Model 3 is 22.62 and for Model 4 is 8.91. p value for Model 1 ,2 ,3, 4 is significant at 1 percent level.
[bookmark: _bookmark70]TABLE 4.3: TOBIT REGRESSION WITH RESPECT TO DIVIDEND PAYOUT
	
	Model 1
	Model 2
	Model 3
	Model 4
	Model 5
	Model 6
	Model 7
	Model 8
	Model 9

	EXPI
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff

	Constant
	-0.45
(0.033)
	-0.45
(0.056)
	0.17
(0.019)
	0.17
(0.0.019)
	0.17
(0.018)
	0.17
(0.019)
	0.17
(0.017)
	0.16
(0.022)
	0.16 (0.021)

	DP
	0.10
(0.041**)
	--
	--
	--
	--
	--
	--
	--
	--

	BS
	0.23
(0.317)
	--
	--
	--
	--
	--
	--
	--
	--

	AD
	0.33
(0.019**)
	--
	--
	--
	--
	--
	--
	--
	--









	DT
	0.32
(0.112)
	--
	--
	--
	--
	--
	--
	--
	--

	RC
	0.02
(0.911)
	--
	--
	--
	--
	--
	--
	--
	--

	SR
	0.07
(0.713)
	--
	--
	--
	--
	--
	--
	--
	--

	OS
	0.097
(0.246)
	--
	--
	--
	--
	--
	--
	--
	--

	CGI
	--
	1.06
(0.006***)
	--
	--
	--
	--
	--
	--
	--

	DPBS
	--
	--
	0.13
(0.062*)
	--
	--
	--
	--
	--
	--

	DPAD
	--
	--
	--
	0.18
(0.055*)
	--
	--
	--
	--
	--

	DPDT
	--
	--
	--
	--
	0.14
(0.079*)
	--
	--
	--
	--

	DPRC
	--
	--
	--
	--
	--
	0.18
(0.060*)
	--
	--
	--

	DPSR
	--
	--
	--
	--
	--
	--
	0.20
(0.086*)
	--
	--

	DPOS
	--
	--
	--
	--
	--
	--
	--
	0.18
(0.020**)
	--

	DPCGI
	--
	--
	--
	--
	--
	--
	--
	--
	0.21
(0.031**)

	Log
likelihoo d
	-95.79
	-101.48
	-105.5
	-105.4
	-105.69
	-105.46
	-105.75
	-104.53
	-104.91

	Wald
Chi2
	22.77
	11.59
	3.48
	3.67
	3.09
	3.54
	2.96
	5.46
	4.67

	p-value
	0.0019
	0.0030
	0.0622
	0.0553
	0.0787
	0.0598
	0.0856
	0.0195
	0.0307



Table 4.3 shows the TOBIT Regression with Respect to Dividend Payout. We ran Tobit regression between the financial constraint variable dividend payout and seven variables of corporate governance. The dependent variable was EXPI in the Model whereas independent variables were dividend payout and all variables of corporate governance. The coefficient value and p value for dividend payout value is -0.10 and (0.041**) respectively then we wrote coefficient value and (p) value for corporate governance variables in model 1.
The coefficient value and p value for Board Structure is 0.23 and (0.317). Board structure has positive value but insignificant. For Audit Disclosure is 0.33 and (0.019**). Audit Disclosure has positive value significant at 5 percent level. For Disclosure and Transparency is 0.32 and







(0.112). Disclosure and Transparency has positive value but insignificant. For Remuneration Committee 0.02 and (0.911). Remuneration Committee has positive value but insignificant. For Shareholders Right 0.07 and (0.713). Shareholders right has positive value but insignificant. For Ownership Structure 0.097 and (0.246). Ownership Structure has positive value but insignificant. For CGI 1.06 and (0.006***) respectively. CGI has positive value significant at 1 percent level.
Financially unconstrained firm has a positive relationship with exports according to Tobit regression with respect to dividend payout. Rest variables had same results. Interactions of dividend payout with variables of corporate governance showed same results except financially unconstrained firms with high dividend payout and high CGI (DP CGI) have high exports and financially constrained firms with less dividend payout and less CGI have less exports. Rest of the interactions had same findings.
In model 2 we created interactions between financial constraint variable dividend payout and seven variables of corporate governance. From model 2 to Model 8 we ran each interaction individually because of the multicollinearity. In Model 2 dividend payout and Board Structure Coefficient value and p value for DPBS is 0.13 and (0.062*) respectively. DPBS has positive value significant at 10 percent level.
In Model 3 Dividend Payout and Audit Disclosure Coefficient value and p value for DPAD is
0.18 and (0.055*) respectively. DPAD has positive value significant at 10 percent level. For Model 4 dividend payout and Disclosure transparency (DPDT) Coefficient value and p value for is 0.14 and (0.079*) respectively. DPDT has positive value significant at 10 percent level.
In model 5 Dividend payout and Remuneration committee (DPRC) coefficient value and p value for DPRC is 0.18 and (0.060*) respectively. DPRC has positive value significant at 10 percent level. In model 6 Dividend payout and Shareholders Right Coefficient value and p value for DPSR is 0.20 and (0.086*) respectively. DPSR has positive value significant at 10 percent level.
In model 7 dividend payout and Ownership Structure Coefficient value and p value for DPOS is 0.18 and (0.020**) respectively. DPOS has positive value significant at 5 percent level. In







model 8 dividend payout and CGI Coefficient value and p value for DPCGI is 0.21 and (0.031**) respectively. DPCGI has positive value significant at 5 percent level.
The log likelihood for Model 1 is -95.79 for Model 2 -101.48 and for Model 3 is -105.5 for
Model 4 is -105.4 for Model 5 is -105.69 for Model 6 is -105.46 for Model 7 is -104.75 and for
Model 8 is -104.53 and for model 9 is -104.91. WALDCHI(square) Model 1 value is 22.77
Model 2 value is 11.59 For Model 3 is 3.48 for Model 4 is 3.67 for Model 5 is 3.09 for Model
6 is 3.54 for Model 7 is 2.96 and for Model 8 is 5.46 and for Model 9 is 4.67. P value for Model
1 is 0.0019 p value for Model 2 is 0.0030 for Model 3 is 0.0622 for Model 4 is 0.0553 for Model
5 is 0.0787 for Model 6 is 0.0598 for Model 7 is 0.0856 and for Model 8 is 0.0195 and for model
9 is 0.0307 respectively.

[bookmark: _bookmark71]TABLE 4.4: TOBIT REGRESSION WITH RESPECT TO LEVERAGE
	
	Model 1
	Model 2
	Model 3
	Model 4
	Model 5
	Model 6
	Model 7
	Model 8
	Model 9

	EXPI
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff

	Constant
	-0.53
(0.012)
	-0.534
(0.020)
	-0.02
(0.799)
	0.01
(0.930)
	0.01
(0.941)
	0.07
(0.394)
	0.18
(0.014)
	0.09
(0.288)
	-0.01 (0.940)

	LEV
	0.39 (0.000**
*)
	--
	--
	--
	--
	--
	--
	--
	--

	BS
	0.196
(0.372)
	--
	--
	--
	--
	--
	--
	--
	--

	AD
	0.35
(0.011*)
	--
	--
	--
	--
	--
	--
	--
	--

	DT
	0.28
(0.160)
	--
	--
	--
	--
	--
	--
	--
	--

	RC
	-0.02
(0.906)
	--
	--
	--
	--
	--
	--
	--
	--

	SR
	0.0009
(0.996)
	--
	--
	--
	--
	--
	--
	--
	--

	OS
	0.08
(0.349)
	--
	--
	--
	--
	--
	--
	--
	--

	]CGI
	--
	0.895
(0.015**)
	--
	--
	--
	--
	--
	--
	--

	LEVBS
	--
	
	0.61
(0.000***)
	--
	--
	--
	--
	--
	--

	LEVAD
	--
	
	--
	0.72
(0.000***)
	--
	--
	--
	--
	--

	LEVDT
	--
	
	--
	--
	0.69
(0.000***)
	--
	--
	--
	--









	LEVRC
	--
	
	--
	--
	--
	0.47
(0.001***)
	--
	--
	--

	LEVSR
	--
	
	--
	--
	--
	--
	-0.01
((0.099*)
	--
	--

	LEVOS
	--
	
	--
	--
	--
	--
	--
	0.27
(0.004***)
	--

	LEVCGI
	--
	
	--
	--
	--
	--
	--
	--
	0.69
(0.0000***)

	Log
likelihood
	-90.17
	-94.86
	-97.06
	-98.01
	-97.6
	-102.13
	-105.87
	-103.14
	-98.49

	Wald
Chi2
	33.46
	24.53
	20.17
	18.67
	19.25
	10.34
	2.72
	8.27
	17.40

	p-value
	0.0000
	0.0000
	0.0000
	0.000
	0.0000
	0.0013
	0.0993
	0.0040
	0.0000




Table 4.4 shows the Tobit Regression with Respect to leverage. We ran Tobit regression between the financial constraint variable leverage and seven variables of corporate governance. The dependent variable was EXPI in the Model whereas independent variables were leverage and all variables of corporate governance. The coefficient value and pvalue for leverage value is 0.39 and (0.000***) respectively then we wrote coefficient value and
(p) value for corporate governance variables in model 1.

The coefficient value and p value for Board Structure is 0.196 and (0.372). Board structure has positive value but insignificant. For Audit Disclosure is 0.35 and (0.011*). Audit Disclosure has positive value significant at 10 percent level. For Disclosure and Transparency is 0.28 and (0.160). Disclosure and Transparency has positive value but insignificant. For Remuneration Committee -0.02 and (0.906). Remuneration Committee has positive value but insignificant. For Shareholders Right 0.0009 and (0.996).
Shareholders right has positive value but insignificant. For Ownership Structure 0.08 and (0.349). Ownership Structure has positive value but insignificant. For Total CGI 0.895 and (0.015**) respectively. CGI has positive value significant at 5 percent level. 2
Financially unconstrained firm has a positive relationship with exports according to Tobit regression with respect to Leverage. This indicates that financially unconstrained firms have positive relation with exports on the other hand financially constrained firms have negative relation with exports. Shareholder right has negative relationship with exports which means firms with more shareholders right have less number of exports. Rest variables had same







findings. Now interactions of leverage with variables of corporate governance shows following results. Similarly financially unconstrained firms with high leverage and high shareholder (LEVSR) right have less exports.
Lastly financially unconstrained firms with high Leverage and high CGI (LEVCGI) have high exports and financially constrained firms with less leverage and less CGI have less exports. Rest variables showed same findings. In model 2 we created interactions between financial constraint variable leverage and seven variables of corporate governance. From model 2 to Model 8 we ran each interaction individually because of the multicollinearity.
In Model 2 leverage and Board Structure Coefficient value and p value for LEVBS is 0.61 and (0.000***) respectively. In Model 3 Leverage and Audit Disclosure Coefficient value and p value for LEVAD is 0.72 and (0.000***) respectively. LEVAD has positive value significant at 1 percent level. For Model 4 leverage and Disclosure transparency (LEVDT) Coefficient value and p value for is 0.69 and (0.000***) respectively. LEVDT has positive value significant at 1 percent level. In model 5 Leverage and Remuneration committee (LEVRC) coefficient value and p value for LEVRC is 0.47 and (0.001***) respectively. LEVRC has positive value significant at 1 percent level.
In model 6 leverage and Shareholders Right Coefficient value and p value for LEVSR is -
0.01 and (0.099*) respectively. LEVSR has positive relation with leverage significant at 10 percent level. In model 7 leverage and Ownership Structure Coefficient value and p value for LEVOS is 0.27 and (0.004***) respectively. LEVOS has positive value significant at 1 percent level. In model 8 leverage and CGI Coefficient value and p value for LEVCGI is
0.69 and (0.0000***) respectively. LEVCGI has positive value significant at 1 percent level.

The log likelihood for Model 1 is -90.17 for Model 2 -94.86 and for Model 3 is -97.6 for
Model 4 is -98.01 for Model 5 is -97.6 for Model 6 is -102.13 for Model 7 is -105.87 and
for Model 8 is -103.14 and model 9 is -98.49.

WALDCHI (square) Model 1 value is 33.46 Model 2 value is 24.53 for Model 3 is 20.17
for Model 4 is 18.67 for Model 5 is 19.25 for Model 6 is 10.34 for Model 7 is 2.72 and for Model 8 is 8.27 and for Model 9 is 17.40. P value for Model 1 is 0.0000 p value for Model 2 is 0.0000 for Model 3 is 0.0000 for Model 4 is 0.000 for Model 5 is 0.0000 for Model 6







is 0.0013 for Model 7 is 0.0993 and for Model 8 is 0.0040 and for model 9 is 0.0000 respectively.
[bookmark: _bookmark72]TABLE 4.5: TOBIT REGRESSION WITH RESPECT TO KZ INDEX
	
	Model 1
	Model 2
	Model 3
	Model 4
	Model
5
	Model 6
	Model 7
	Model 8
	Model 9

	EXPI
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff
	Coeff

	Constant
	-0.45
(0.034)
	-0.44
(0.061)
	0.17
(0.016)
	0.17
(0.016)
	0.17
(0.015)
	0.17 (0.016)
	0.18
(0.014)
	0.17
(0.017)
	0.17 (0.017)

	KZ
	-0.002
(0.053**)
	--
	--
	--
	--
	--
	--
	--
	--

	BS
	0.23
(0.317)
	--
	--
	--
	--
	--
	--
	--
	--

	AD
	0.33
(0.020**)
	--
	--
	--
	--
	--
	--
	--
	--

	DT
	0.32
(0.115)
	--
	--
	--
	--
	--
	--
	--
	--

	RC
	0.02
(0.901)
	--
	--
	--
	--
	--
	--
	--
	--

	SR
	0.08
(0.697)
	--
	--
	--
	--
	--
	--
	--
	--

	OS
	0.099
(0.238)
	--
	--
	--
	--
	--
	--
	--
	--

	CGI
	--
	1.06
(0.006***)
	--
	--
	--
	--
	--
	--
	--

	KZBS
	--
	--
	-0.003
(0.086*)
	--
	--
	--
	--
	--
	--

	KZAD
	--
	--
	--
	-0.004
(0.077*)
	--
	--
	--
	--
	--

	KZDT
	--
	--
	--
	--
	-0.003
(0.110)
	--
	--
	--
	--

	KZRC
	--
	--
	--
	--
	--
	-0.004
(0.0078***)
	--
	--
	--

	KZSR
	--
	--
	--
	--
	--
	
	-0.004
(0.099*)
	--
	--

	KZOS
	--
	--
	--
	--
	--
	--
	--
	-0.004
(0.030**)
	--

	KZCGI
	--
	--
	--
	--
	--
	--
	--
	--
	-0.004
(0.046**)

	Log likelihood
	-95.99
	-101.79
	-105.75
	-105.66
	-105.94
	-105.68
	-105.88
	-104.87
	-105.24

	Wald
Chi2
	22.36
	10.94
	2.95
	3.14
	2.55
	3.10
	2.72
	4.72
	3.98

	p-value
	0.0022
	0.0042
	0.0860
	0.0766
	0.1099
	0.0784
	0.0993
	0.0298
	0.0461









Table 4.5 shows the Tobit Regression with Respect to KZ. We ran logistic regression between the financial constraint variable KZ and seven variables of corporate governance. The dependent variable was EXPI in the Model whereas independent variables were KZ and all variables of corporate governance. The coefficient value and p value for value is -0.002 and (0.053) respectively then we wrote coefficient value and (p) value for corporate governance variables in model 1. The coefficient value and p value for Board Structure is 0.23 and (0.317). Board structure has positive but insignificant value. For Audit Disclosure is 0.33 and (0.020**). Audit Disclosure has positive value significant at 5 percent level. For Disclosure and Transparency is 0.32 and (0.115).
Disclosure and Transparency has positive value but insignificant. For Remuneration Committee 0.02 and (0.901). Remuneration Committee has positive value but insignificant. For Shareholders Right 0.08 and (0.697). Shareholders right has positive value but insignificant. For Ownership Structure 0.099 and (0.238). Ownership Structure has positive value but insignificant. For Total CGI 1.06 and (0.006***) respectively. Total CGI has positive value significant at 1 percent level.
Financially unconstrained firm has a negative relationship with exports according to Tobit regression with respect to KZ. This indicates that financially unconstrained firms don’t have positive relation with exports on the other hand financially constrained firms have positive relation with exports this is because are local market is saturated and they have more opportunities in foreign market so they are doing more exports and the rest variables have same result. Now interactions of KZ with variables of corporate governance shows following results. Financially unconstrained firms, which have high KZ and strong board structure (KZBS) have less rate of exports.
Whereas Financially constrained firms, which have less KZ and weak board structures, have high exports. Financially unconstrained firms with high KZ which have high audit disclosure (KZAD) have less exports and vice versa. Financially unconstrained firms with high KZ and high disclosure transparency (KZDT) have less exports and vice versa. Financially unconstrained firms with more KZ and with high Remuneration committee (KZRC) have less exports and vice versa. Similarly financially unconstrained firms with high KZ and high







shareholder (KZRC) right have less exports. Financially unconstrained firms with high KZ and better ownership structure (KZOS) have less exports and vice versa.
Lastly financially unconstrained firms with high KZ and high CGI (KZCGI) have less exports and financially constrained firms with less KZ and less CGI have high exports. In model 2 we created interactions between financial constraint variable KZ and seven variables of corporate governance.
From model 2 to Model 8 we ran each interaction individually because of the multicollinearity. In Model 2 KZ and Board Structure Coefficient value and p value for KZBS is -0.003 and (0.086*) respectively. KZBS has negative value significant at 10 percent level.
In Model 3 KZ and Audit Disclosure Coefficient value and p value for KZAD is -0.004 and (0.077*) respectively. KZAD has negative value significant at 10 percent level. For Model 4 KZ and Disclosure transparency (KZDT) Coefficient value and p value for is -0.003 and (0.110) respectively. KZDT has negative value also insignificant.
In model 5 KZ and Remuneration committee (KZRC) coefficient value and p value for KZRC is -0.004 and (0.0078***) respectively. KZRC has negative value significant at 1 percent level. In model 6 KZ and Shareholders Right Coefficient value and p value for KZSR is -
0.004 and (0.099*) respectively. KZSR has negative value significant at 10 percent level. In model 7 KZ and Ownership Structure Coefficient value and p value for KZOS is -0.004 and (0.030**) respectively. KZOS has negative value significant at 5 percent level. In model KZ and CGI Coefficient value and p value for KZCGI is -0.004 and (0.046**) respectively. KZCGI has negative value significant at 5 percent level.
The log likelihood for Model 1 is -95.99 for Model 2 -101.79 and for Model 3 is -105.75 for
Model 4 is -105.66 for Model 5 is -105.94 for Model 6 is -105.68 for Model 7 is -105.88 and for Model 8 is -104.87 and for Model 9 is -105.24. WALDCHI (square) Model 1 value is
22.36 Model 2 value is 10.94 For Model 3 is 2.95 for Model 4 is 3.14 for Model 5 is 2.55 for
Model 6 is 3.10 for Model 7 is 2.72 and for Model 8 is 4.72 and for Model 9 is 3.98. P value
for Model 1 is 0.0022 p value for Model 2 is 0.0042 for Model 3 is 0.0860 for Model 4 is
0.0766 for Model 5 is 0.1099 for Model 6 is 0.0784 for Model 7 is 0.0993 and for Model 8
is 0.0298 and for Model 9 is 0.0461 respectively.
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	EXP I
Dependent Variable
	Firm Age
	EXP I
	Firm Size
	EXP I
	Dividend payout
	EXP I
	Leverage
	EXP I
	Kz

	FA
	Not supported
	FS
	Supported
	DP
	Supported
	LEV
	Supported
	KZ
	Supported

	BS
	Not
supported
	BS
	Not
supported
	BS
	Not
supported
	BS
	Not
supported
	BS
	Not
supported

	AD
	Supported
	AD
	Supported
	AD
	Supported
	AD
	Supported
	AD
	Supported

	DT
	Not supported
	DT
	Not supported
	DT
	Not supported
	DT
	Not supported
	DT
	Not supported

	RC
	Not
supported
	RC
	Not
supported
	RC
	Not
supported
	RC
	Not
supported
	RC
	Not
supported

	SR
	Not
supported
	SR
	Not
supported
	SR
	Not
supported
	SR
	Not
supported
	SR
	Not
supported

	OS
	Not supported
	OS
	Not supported
	OS
	Not supported
	OS
	Not supported
	OS
	Not supported

	CGI
	Supported
	CGI
	Not
supported
	CGI
	Supported
	CGI
	Supported
	CGI
	Supported

	FABS
	Not
supported
	FSBS
	Supported
	DPBS
	Supported
	LEVBS
	Supported
	KZBS
	Supported

	FAAD
	Supported
	FSAD
	Supported
	DPAD
	Supported
	LEVAD
	Supported
	KZAD
	Supported

	FADT
	Supported
	FSDT
	Supported
	DPDT
	Supported
	LEVDT
	Supported
	KZDT
	Not
supported

	FARC
	Not
supported
	FSRC
	Not
supported
	DPRC
	Supported
	LEVRC
	Supported
	KZRC
	Supported

	FASR
	Not
supported
	FSSR
	Not
supported
	DPSR
	Supported
	LEVSR
	Supported
	KZSR
	Supported

	FAOS
	Supported
	FSOS
	Supported
	DPOS
	Supported
	LEVOS
	Supported
	KZOS
	Supported

	FACGI
	Not
supported
	FSCGI
	Not
supported
	DPCGI
	Supported
	LEVCGI
	Supported
	KZCGI
	Supported









[bookmark: _bookmark74]CHAPTER 5

5.1 [bookmark: _bookmark75]Discussion

The results of different models explain that there is a positive relation between corporate governance and exports and financial constraints negatively relate with exports. Audit disclosure tends increase the exports of textile firms of Pakistan.
The most common method of entering overseas markets has been through exporting, and several firm-level studies have shown that doing so enhances enterprises' financial stability, long-term survival chances, and economic performance. (Greenaway et al., 2007; Park et al., 2010).
According to (Klein 2002), a company's excellent performance is a result of its disclosure and transparency policies. According to Durnev and Kim (2005), there is a strong correlation between the sub-index of transparency and disclosure and financial performance. Gaining the trust of the shareholders requires the disclosure of corporate control practices and associated laws and standards. Director compensation, according to (Ahmed Sheikh and Wang 2012), encourages managers to endeavor to raise investor wealth. The connection between corporate governance and firm performance is concluded that excellent corporate governance practices boost a company's performance by increasing profits and reducing systematic risk (Shleifer, 1997).
Financial restrictions at the corporate level are a significant barrier to the growth of the company (Beck, Demirgüç-Kunt, &Maksimovic, 2005). According to Alfaro & Chen (2012), Antras, Desai, & Foley (2009), Chor&Manova (2012), Manova (2012), Manova, Wei, & Zhang (2015), and Muûls (2015), a poor financial system has a significant impact on exports and can be a major barrier to enterprises' performance and economic expansion. It is proved that the size of the board has a big impact on how well a company does. Regarding board size increases and decreases, many researches have produced varying findings. According to Lipton and Lorsch (1992), larger boards are less efficient than smaller boards since some directors may profit only from the labor of others. According to Yermack (2005), there is a bad correlation between board size and business performance.







According to Jensen, M. C. (1993), boards with larger sizes perform less well than boards with smaller sizes. According to Hassan, M., and Halbouni, S. (2013), the size of the board of directors negatively affects the success of the company.
This study adds to the body of information on internationalization and corporate governance in developing nations. Using an integrative approach, it is considered that corporate governance and institutional contexts to be the major determinants of export strategy. Principal disputes between big and minor shareholders impact Pakistani companies' export plans. According to this it broadens the body of research on firms' export strategies in developing nations, which had up till now concentrated on the role of corporate governance from the principal agent's perspective.
We have earlier mentioned in literature of our thesis that according to the Public Oversight Board (POB) report of the SEC Practice Section, there are too many boards of directors failing to make sure that the system operates as it should, which is why corporate governance in the United States is not as effective as it could be. To improve corporate governance, the board of directors' role must be strengthened, as this is a prerequisite for more efficient corporate governance. Concerns have been made regarding the insufficient oversight of the financial reporting process and audit activities by corporate boards of directors and audit committees following the scandals at Enron, Global Crossing, Adelphia, and WorldCom, which were brought on by the suspected conduct of financial statement fraud. Due to a lack of attentive inspection procedures, corporate governance in the United States is under fire.
One of the researchers asserts that more stringent accounting rules and demanding transparency requirements are necessary to keep firms accountable to its workers and shareholders as well as to the highest moral standards. A committee is also created to talk about corporate governance. To enhance company performance, good governance cultivates accountable connections amongst the major players. By doing this, it holds the board of directors and management responsible to the shareholders. Board monitoring must include cooperation with management to ensure business legal and ethical compliance. To prevent fraud, foresee financial risks, and promote accurate, high-quality, and prompt disclosure of financial and other material information to the board, public markets, and shareholders, this







includes making sure that quality accounting policies, internal controls, and external auditors who are independent and objective are in place.
Through our analysis we have observed that textile firms of Pakistan with high audit disclosure have high exports. Exports of textile firms tend to increase when proper rules and regulations are being followed. Financial constraints restrict and put negative impact on exports of textile firms of Pakistan. Corporate Governance six indexes were measured which include (structure of board, ownership structure, disclosure and transparency, audit committee, remuneration committee and right of shareholders). Financial constraints five indexes were incorporated (firm size, dividend payout, age of firm, leverage and Kz index).
While incorporating these indexes logistic and Tobit regression was run to check the results through interactions. The audit disclosures index is supporting exports of textile firms because the results of audit disclosure are significant. The corporation's board of directors, audit committee, management, internal auditors, and external auditors work closely together in order to have open and honest communication and produce high-quality financial reporting in textile firms of Pakistan due to which better corporate governance is observed which helps in increasing exports. Financial statement frauds are less common as a result of improved corporate governance monitoring in financial reporting procedures of publicly traded corporations. Incidents of financial statement fraud undermine investor confidence in the capital market, whereas in textile firms of Pakistan financial report integrity, quality, and transparency helps in increasing exports. Most audit committees are in charge of assessing the financial statements' integrity as well as financial performance reporting.
Other than this some values show financially unconstrained firm has a negative relationship with exports according to logistic regression with respect to firm age and KZ index. This indicates firms which are the young firms have positive relation with exports this is because the local market is saturated and they have more opportunities in foreign market so they are doing more export.
As a researcher has stated that strong corporate governance can reduce principle-agent conflicts and facilitate exporting (Liu/Buck,2007; Wei/Liu,2006). As a result, strong corporate governance has a positive impact on emerging-market firms' export strategies.







(According to Jiangyong et al. 2008). Through our research we have observed that CGI has positive and significant relationship with exports this means that indexes of corporate governance move the firm towards internationalization.
From model 2 to Model 8 we ran each interaction individually because of the multicollinearity. Financially unconstrained firms have a negative relationship with exports according to Tobit regression with respect to firm age, size, KZ index. Financially unconstrained firm has a positive relationship with exports according to Tobit regression with respect to Leverage and dividend payout. Total CGI has positive relationship with exports while running tobit regression this means that firms with high CGI have high exports and vice versa. Corporate governance with financially unconstraint firms is also moving the firms towards internationalization. Financial constraints do hinder firm’s performance and decrease exports of textile firms in Pakistan.
5.2 [bookmark: _bookmark76]Practical Implications
Our study has certain implications for managers, policy makers and investors. Through our research work managers are able to pinpoint ways that how Pakistan's textile sector might boost exports. With corporate governance in place and Pakistani textile companies being unrestricted, export capacity has expanded.
The study provides significant insight into how managers can raise governance levels and avoid financial constraints in order to increase Pakistan's textile-exports. It also helps managers in overcoming the financial constraint related problems through further- improving corporate governance in firms so that they can do better exports. For policy makers study can assist policy makers in determining the degree of restrictions
and corporate governance that can genuinely increase investments and, eventually, exports. For Investors it helps them in making better choices regarding investment of their money, so they can invest their money in financially unconstrained firms that are practicing corporate governance. They have two options from which they can choose whether they want to invest in financially constrained firms which are doing exports and have higher profits, or they want to invest in financially unconstrained firms with better corporate governance which is best option for them.







5.2.1 [bookmark: _bookmark77]Limitations
The limitation of the study is the time period as we took 5 years data from 2017-2021 and we did Stratified sampling and took 75 percent of all three sectors of textile due to time constraints factor of our degree. Along with that we took only 5 financial constraint which is another limitation of the study as research could be done and firms could be analyzed through more financial constraints.
5.2.2 [bookmark: _bookmark78]Future Directions
Future directions for those who will further do research on this topic is that they should take time period more than 5 years as it will help in better analyzing the effect of financial constraint on relationship of corporate governance and exports decision. Along with that instead of doing stratified sampling and taking only 75 percent of each sector next researcher can opt for using the entire data for more better and accurate results. Lastly more elements of financial constraints can be corporate by future researchers for studying the effect and moderating role of financial constraint on relationship of corporate governance and exports decisions in a more efficient way.







[bookmark: _bookmark79]CONCLUSION

The current analysis makes use of a sample of PSX-listed textile companies from the years 2017 to 2021. The study's goal was to look into how Pakistani textile businesses' exports were affected by financial constraints that are faced by the textile firms of Pakistan. This paper shows the link between corporate governance and exports with moderating role of financial constraints. Corporate governance is included in the study as a firm-specific factor in order to examine its impact on the performance of the organization through financial constraints. Exports of textile firms tend to increase when proper rules and regulations are being followed. Financial constraints restrict and put negative impact on exports of textile firms of Pakistan.
Corporate Governance six indexes were measured which include (structure of board, ownership structure, disclosure and transparency, audit committee, remuneration committee and right of shareholders). Financial constraints five indexes were incorporated (firm size, dividend payout, age of firm, leverage and Kz index). While incorporating these indexes logistic and Tobitregression was run to check the results through interactions. The audit disclosures index is supporting exports of textile firms because the results of audit disclosure are significant. Corporate governance with financially unconstraint firms is also moving the firms towards internationalization. Financial constraints do hinder firm’s performance and decrease exports of textile firms in Pakistan. Our study shows that strong firms which our financially constrained can improve their exports through corporate governance by utilizing their limited resources in better ways however sometime weak firms which are also financially constrained cannot improve their exports even if they increase their corporate governance.
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[bookmark: _bookmark81]APPENDIX


	Textile Sectors
	Industries

	1. Textile composite sector
	Artistic Denim Mills Limited.

	
	Ahmed Hassan textile Mills Limited

	
	Azgard nine Limited.

	
	AN textile Mills Limited

	
	Aruj Industries Limited.

	
	Bhanero textile mills Limited

	
	Blessed textile Limited

	
	Crescent textile mills Limited

	
	Dawood lawrencepur Limited

	
	Faisal spinning mills Limited

	
	Shams textile mills limited

	
	Sapphire textile mill limited

	
	Gul Ahmed Textile Mills Limited

	
	Ghazi fabrics international Limited.

	
	Hala enterprises Limited

	
	Hafiz Limited.

	
	Hamid textile mills Limited

	
	Husein industries Limited

	
	International knitwear Limited.

	
	Jubilee spinning and weaving mills
Limited

	
	Khyber textile mills Limited









	
	Kohinoor mills Limited

	
	Kohinoor industries Limited

	
	Kohinoor textile mills Limited

	
	Mahmood textile mills Limited

	
	Masood textile mills Limited

	
	Mian textile industries Limited

	
	Mubarak textile mills Limited

	
	Nishat chunian Limited

	
	Nishat Mills Limited

	2- Textile Spinning Sector
	Ali Asghar textile limited

	
	Redco textile mills limited

	
	Bilal Fibres Limited

	
	Crescent Cotton Mills Limited

	
	Crescent Fibres Limited.

	
	Colony Textile Mills Limited

	
	Reliance spinning mill limited

	
	Dewan Farooque Spinning Mills Ltd

	
	Din Textile Mills Limited

	
	Dewan Khalid Textile Mills Ltd

	
	D.M Industries limited

	
	D.S.textile mill Limited

	
	Dar-es-Salaam Textile Mills Ltd

	
	Elahi Cotton Mills Limited

	
	Ellcot Spinning Mills Limited

	
	Fazal Cloth Mills Limited

	
	Gadoon Textile Mills Limited









	
	Gulshan Spinning Mills Limited

	
	Gulistan Spinning Mills Limited

	
	Hira Textile Mills Limited

	
	Haji Mohammad Ismail Mills Limited

	
	Idrees Textile Mills Limited

	
	Ideal Spinning Mills Limited

	
	Indus Dyeing & Manufacturing Co. Ltd

	
	Island Textile Mills Limited

	
	J.A. Textile Mills Limited

	
	Janana De Malucho Textile Mills Ltd

	
	J.K. Spinning Mills Limited

	
	Khurshid Spinning Mills Limited

	
	Kohat Textile Mills Limited

	
	Kohinoor Spinning Mills Limited

	
	Khalid Siraj Textile Mills Limited

	
	Landmark Spinning Industries Ltd

	
	Maqbool Textile Mills Limited

	
	Nagina Cotton Mills Limited

	
	Nadeem Textile Mills Limited

	
	Premium Textile Mills Limited

	
	Amtex limited

	
	Reliance textiles mills limited

	
	Asim textile mills limited

	
	Allawasaya textiles & finishing mills

	
	Dewan textile mills limited

	
	Dewan mushtaq textile mills limited

	3. Textile Weaving Sector
	Samin Textile Ltd

	
	Shahtaj Textile Ltd









	
	Ashfaq Textile Mills ltd

	
	ICC Textiles Ltd

	
	Prosperity Weaving Mills Ltd



 (
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Variables Measure

Dependent Variable

Exports decision Export is a dummy variable, if the firm's exports =1 and zero
otherwise

Export Intensity Export/ total sales

Independent Variable

Corporate Governance | gaiq Structure Ownership
Structure Auditing Disclosure
Disclosure and transparency

Remuneration Committee

Shareholder’s Right
Ownership Structure

Moderating Variables

Financial Constraints | Firm size =log of total assets

Dividend Payout=dividend per share/earning per share

Firm Age=log of age

Leverage=long term debt/total assets

KZ Index=- (1.002*cashflow) + (0.286*Q) +(3.319*leverage)
+(-39.368*dividend)+(-1.315* cash holding)
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