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ABSTRACT
There are one hundred and forty-four Rural and community banks serving in
all the districts in Ghana with a large and diverse stakeholder community.
With the challenges that were brought about by the financial sector crisis

followed by the myriad of reforms in the financial sector, it has become

any further stir
nd community
the corporate
of rural and
yuntability was
re score and

and took into

bo i
ba-!” .' strive

go if rural and community banks should avert any crisis in the future and

ensure continues survival.
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CHAPTER ONE

INTRODUCTION
Financial accountability and corporate governance are enjoying a lot of
attention as providers of capital are becoming more interested in the security

and judicious use of their resources. This chapter traces the corporate

and financial

derable interest
bbvious that the
als in several
about the trust,

e United States,

closed down in 2017 and 108 more have been identified for closure in the

future (Awo & Joseph, 2019).
As the saying goes in Ghana, ‘if a fish will rot it starts from the head’.

There is no doubt that the financial sector cleanup agenda that has started with
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the big financial institutions is on and it is just a matter of time, smaller
organizations with weak corporate governance systems and other weak links
will most likely go down.

Good corporate governance among other factors has been highlighted

to be vital to the success of corporate organisations especially in transition and

orporation that
information to
sary ingredient
e is difficult to

11" approach to

systems

Overnance

denominate
governance as:
systems and protocols meant to ensure accountability and sound ethics”.

Corporate governance has also been defined as,
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The application of a set of powerful micro-policy instruments in an
organisation to ensure an efficient and effective use of resources in
achieving the main objectives of its capital providers, succeed in the
competitive market, as well as maximizing its positive influence on

other stakeholders and at the same time, minimizing its negative

and Exchange
forward. They
rate bodies are

) was reviewed

@ the affairs of a

ent of corporate

‘over centuries, often in
response to corpe N ﬂ 5!5 |es. The first well-documented
failure of governance was the South Sea bubblel in the 1700s, which
revolutionized business law and practices in England (Adegbite, 2012).
Similarly, much of the securities laws in the US were put in place following

the stock market crash of 1929 (Borgia, 2005). Developed markets in the late
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1900’s also received their fair share of attention after some corporate and
business collapses such as Parmalat and Enron cases, which were attributed
mainly to poor governance practices. This development was accelerated with
the onset of the Asian crisis in mid-1997 and the early 2000 global financial

crisis that started out in the US housing market, causing global economic

economies also
artey, Yu, &
in Ghana has
ntroduction of

manding much

within chese ani Nee @ businesses involved in the

corporate scanda
their dealings with the public. They concluded no significant relationship
among the variables. In other words, financial accountability is still within
reach with or without corporate governance. On the contrary, a number of

writers (Hill & Jones, 1992; Wheeler & Sillanpaa, 1997; Coyle, 2007;
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Solomon, 2020) found positive associations between corporate governance
individual indicators and accountability. Some of these writers are further
advocating a theoretical departure from the agency theory to the more
comprehensive stakeholder theory; an enlightened stakeholder theory in order

to offer a more inclusive approach to the corporate governance intercourse.

the face of the
the private
s to be geared
d, 2018).

that the public
Jf businesses on
world over have
t to shareholders,

d for good corporate

definitions of accountability. Initial investigations on accountability completed

by Learner & Tetlock (1999), limited the understanding of accountability to an
individual being accountable to another person (Roch & McNall, 2007).

Further research has expanded this definition to include the consideration of
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individuals being held to account by systems, managers, peers or oneself
(Patterson, 2013). Accountability is considered a “notoriously elusive, mobile
and ever expanding concept” (McKernan, 2012). While accountability is
considered as a significant foundational element in organisations (Ferrell &

Ferrell, 2011), most of the research has explored the hierarchical approach to

been conducted

ability.

ance suggests a
sions of firm
st and reduces
Joseph, 2019).

rnance creates a

between corporate governance and accountability are inconclusive in their
findings. Although a number of them fundamentally agree to the existence of a
relationship, the directions of that relationship is an area current studies are

grappling with. Coyle, (2007); Solomon, (2007); Brennan, (2008); Amartey,
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Yu and Chukwu-lobelu, (2017) are a number of works that churned out a
positive relationship between corporate governance and accountability
mechanisms. They argue that corporate governance and its mechanisms have
significant positive relationship with constituents of accountability. For

example, Amartey, Yu and Chukwu-lobelu, (2017) concluded that corporate

Jer approach to

a shift from the
alistic approach
Sundaram and

eholder wvalue

corporate governance such as the role of non-executive directors, the audit
process, and the threat of takeover, are simply inadequate to inhibit managers

abusing corporate power.
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By implication, some writers hold the view that, there is too much
emphasis being laid on corporate governance. To them, organisations in the
past have attained appreciable levels of accountability without corporate
governance while others insist that corporate failures are a result of weak

corporate governance practices. Thus, existing literature has not come to a

vernance and

in the context

text or setting
ed. Literature
janizations that

€ Processes are

mber of

010 &

ORIS

have little research into their corporate governance structures. Awo and Joseph

Itutions that are relatively small

(2016) observed that in this entire global financial crisis, the intensity of the

search light has only focused on commercial and universal banks particularly

in Ghana. In other words, attempts by government, regulators, civil society
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and academia to address these challenges have only focused on the big
financial institutions. Small banks such as Rural and Community Banks
(RCB) have received little research into their corporate governance structures
and their overall accountability mechanisms. That notwithstanding, the

financial sector clean-up does not discriminate between small or large

3ank of Ghana
ure in the near
e end of 2018,
Bs) at the time
note that aside
Jdone mostly in

inspiration for

and community banks in Ghana. Micro Finance Institutions performance with

corporate governance was also evaluated by Aboagye and Otieku (2010). A

recent study by Awo and Akotey (2018) examined financial performance of
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rural banks in Ghana using a case-specific evaluation of a small bank situated
in the northern part of Ghana.

Admittedly, there are works on isolated arms of corporate governance.
The work of corporate boards and their functions is an area that has enjoyed

attention (Atu, Omini-Ejoor, Atu, & Abusomwan, 2013; Bokpin, 2013;

pus aspects of
ks of DeZoort,
ioul, and Zehri
lated the audit
lationship with

d issues. Both

big financial institutions
such as the co 'M 0 Hlﬁ o0 the neglect of small financial
institutions whose contribution towards the growth of the economy is immense

hence cannot be glossed over.

10
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This study seeks to fill these gaps by making rural and community
banks its main focus. The paper attempts to delve into the corporate
governance and financial accountability of rural and community banks
particularly in Ghana, against the backdrop of financial sector reforms and

clean up underway in the country.

xt of rural and

Ho2: There is no significant effect of board leadership structure on
financial accountability of Rural and Community Banks.
Ho3: There is no significant effect of board expertise on financial

accountability of Rural and Community Banks.

11
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Objective 2
Ho4:  There is no significant effect audit size on financial
accountability of Rural and Community Banks.

Ho5:  There is no significant effect of audit fees charged on financial

accountability of Rural and Community Banks.

2 existence on
Banks.
 Size on
Banks.
2 expertise on

Banks.

e rural banking sector to
in order to be positioned better
to deal with the current challenges. Again, policy formulating and supervisory
institutions such as the Bank of Ghana, Apex Bank and SEC may also have an
interest in re-examining the regulations that informs the running of rural and

community banks. Although the Bank of Ghana should immensely be credited

12
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for promptly coming out with corporate governance directives to address the
financial sector crises of the time, a careful study shows that these measures
are only tailored to meet the needs of the big financial institutions. Thus this

work will further broaden the discussion to include all sectors when it comes

to policy.

also contribute
sector cleanup
ommercial and

ce Institutions

eir stakeholders.

The study was restricted to 52 rural and community banks in Ghana
from a period of five years. The five year period spans 2015 — 2019. It was
within this period that the financial crisis and subsequent cleanup was

implemented. The selected banks were fairly spread across the country and

13
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have been in operational existence for at least 5 years prior to 2015. In
addition, the Bank of Ghana identified four factors that led to the financial
crises. The scope of this study addresses only one of these factors — weak

corporate governance.

Limitation

psites of RCBs
. Besides, the
ered from bank
allenging. This
during the data
collection was

echnology (IT)

subsections. Chap roduction to the whole study. It
covers the background, which leads to the research problem and objectives of
the study. The second chapter discusses the theories underpinning the study
and its linkage with the main variables in the study. This is followed by review

of relevant literature on corporate governance and accountability their

14
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mechanisms. The methodology adopted for this study is described in chapter
three. Research approach and design, data collection and measurement of
variable are discussed into details in chapter three. Analysis of data, results
and discussions is then presented in chapter four. The final chapter, chapter

five contains the major findings, conclusions and recommendations

15

Digitized by Sam Jonah Library



© University of Cape Coast https://ir.ucc.edu.gh/xmlui

CHAPTER TWO
LITERATURE REVIEW
Introduction
In this chapter, existing literature relating to the topic were reviewed

under theoretical and empirical perspectives. The theoretical review describes

lIs on the two
accountability.
ard size, board
dit committee,

annual report

owners of the firm and the agents or managers of the firm. An agency

relationship arises when one or more principals engage another person as their
agent to perform a service on their behalf (Jensen and Meckling, 1976). They

later broadened the theory to include the agency problem: that managers have

16
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selfish interest and will exploit all possible avenues to satisfy their self-
seeking interests sometimes to the detriment of their employers. This brings
them into conflict and negatively influences the relationship between these
two parties. To address the agency problem most scholars have made different

propositions and notable among them is Abdul-Wahab (2010). He argued that,

ely monitored.
olders have to
to Jensen and
pective, agency
pvernance and
ost important

Agency costs.

accountah

study relies on
demand for monitoring provided by corporate governance mechanisms.
Undeniably, auditors, remuneration committees, annual reports and audit
committees are perceived as agents of principals. There are also concerns

about trust, threats to objectivity and independence and an ongoing need to

17
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find further mechanisms such as regulation to align the interests of different
stakeholders. Corporate governance actors, such as audit committees and
external auditors, provide monitoring whose main value is dependent on its
ability to decrease the likelihood of a company’s financial reports to contain

material breaches. Agency theory predicts that as agency problems become

in an effort to

s have selfish
falsify other
ad, & Kitindi,
J

ing to decrease

possibility, the
that, the

ati ‘ ie[ DLOPORE sitheory includes Von Mises
(1912), who wte B‘ls

characterised by the lending of other people's, that is, of borrowed, money.”

banks as negotiators of credit is

Banks borrow money in order to lend it. Banking is negotiation between
granters of credit and grantees of credit.” The theory has undergone different

modifications by different authors since its inception. This study adapts the

18
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theoretical lens of (Riordian, 1993) who holds that “Banks serve as financial
intermediaries between borrowers and lenders.” More precisely, banks borrow
from depositors and lend to investors. In a capitalist economy most investment
projects are owned and managed by private entrepreneurs and firms.

Generally, these investors lack enough equity fully to finance their

Banks, on the
and Thompson
be able to lend:
from financial
selves. Hence,

nits depositing

role the rural ahe
exist among the owners of funds (lenders), the managers of funds (RCBs) and
the users of fund (borrowers). It further stresses the need for good corporate

governance in overseeing and managing this process.

19
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Stakeholder theory

Stakeholders refer to all individuals or groups that affect or can be
affected by the achievement of organizational objectives (Freeman, 1984).
Stakeholders include employees, customers, suppliers, the community,

government and government entities and so forth. The stakeholder theory

account of the
Jones 1992).
erdependent on
rpose than its
heory requires
JIders to ensure
{ accommodating
ization does not

a if the firm makes

etzg nan dride (2004) found that,
stakeholder thed N Q B ! $ providing better governance due to
the debate on a divergence corporate governance focus in stakeholder theory
that is placing the emphasis on stakeholders instead of the shareholders. To
them, the organization revolves around the contributors of capital, for that

matter shareholder. This assertion to some extent is quite one sided.

20
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Thankfully, a new study in 2010 found that shareholders are not the only
affected parties to be considered in the decision-making process by
management because aside the provision of capital, other stakeholders bring

on board their skills, time, energies and technical know-how without which

organizational goals cannot be attained (Abdul-Wahab, 2010).

that successful
maintained by
ers” (Stuebs &
ance plays an
v ensuring that
Sarbanes-Oxley

efforts to repair

<

eed to rebiuld this trust and
one of the mean N f-} B ‘ s e strength of accountability and
corporate govenance practice of financial institutions.
Empirical Review
The review of prior literature was carried out around the three

objectives already outlined; board characteristics and financial accountability,

21
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external and financial accountability, and audit committees and financial
accountability. The context of the work comprises the rural banking industry
and available literature on that has also been reviewed.

Board characteristics and financial accountability

The board comprises of executives and non-executive directors who

e in monitoring

e shareholders’

An independent director shall be non-executive and shall not;
¢ have more than five percent (5%) equity interest directly or indirectly

in the Regulated Financial Institutions or in its related companies;

22
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e be employed in an executive position in the Regulated Financial
Institution or its related company at least two (2) years prior to his
appointment date;

e have relatives employed by the Regulated Financial Institution or any

of its related companies as Key Management Personnel in the last two

years with the

ourable to the

ffered to other

Another study that was conducted among Belgian companies found a
significant relationship between the number of outside directors and ROE
which supports the notion that outsiders are able to perform a monitoring

function as a result of their independence and the interest of the shareholders

23
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are well protected (Deheane, Vuyst, & Ooghe, 2001). Despite the advantages
of having more NEDs on the board, Satirenjit, and Barry (2015) have shown
contrary result from the analyses of the relationship between the NEDs and
firm accountability. According to Weir and Liang (2001) non-executive

directors are only employed on a part-time basis and are therefore likely to

necessary for
ve insufficient
& Ali (2006)
on financial
Iskandar, and
j es has created

neliness. Abidin,

er proportion  of

g_duties_3 . The Bank of Ghana
directives states"s N O E’ ! s *Financial Institution shall hold at
least four (4) Board meetings per financial year. For convenience Board
meetings can also be arranged and conducted via teleconference...” (Bank of

Ghana, 2018). The frequency of board meetings indicates the total number of

board meetings, which is a proxy of the board’s activity to handle

24
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organizational issues. It is mandatory for the board to disclose the number of
board meetings held in a year and details of the attendance of each individual
director in respect to meetings held.

The frequency of board meetings is considered to be an important way

of improving the effectiveness of the board. It is argued that board meetings

brtant channels

uring financial
:

n South Africa
uency of board

t more frequently

directors’ meeting fees.
e firm as resources are being
channeled towards less productive activities. A study conducted by Johl
(2006) in the U.K among a hundred firms found there was a negative
relationship between frequency of board meetings and entrepreneurial

activities in firms. Drawing on the arguments from the above, there have been

25
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inconclusive findings on the frequency of board meetings with firm
performance which this study seeks to address. In addition, there is a heavy
concentration of existing studies on developed countries such as Europe and
North America which have different institutional context thus, corporate

governance practices where the effectiveness of board meetings on financial

ng countries. It

the contest of

er. There is no

driven by how

J
ian context, the

which showed a different result in that larger boards were associated with

better corporate financial information quality and performance irrespective of
how financial performance was measured. Similar findings were revealed by

Andres and Vallelado (2008) that larger boards were more efficient in

26
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monitoring and create more value for a firm. This finding was also supported
by a study conducted by Shukeri, Shin, and Shaari (2012) who found that
board size had positive influence on firm general performance.

The recent wave of corporate scandals in the world has made necessary

the need for financial or accounting experts to be on board to ensure greater

rd members to
atements which
etter interest of
2012) on board
ages of Delphi
for companies

d that financial

Based on the inconsistencies in the arguments on accounting/financial

expertise of board members, this study intends to further address this issue in

the Ghanaian context.

27
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Board structure is an important area in board effectiveness assessment
alluded to in prior literature. It is important that boards are rotated within some
time intervals in order to get the best out of them. It is obvious most the boards
members of most corporate institutions have remained the same since

inception. Some members have been on the board by virtue of the large shares

ard. According
D), this practice
ice that stifles
rom becoming
e incidence of
Ja CEO of the

s boardy Prior literature

of these role, negative
ormance (Kakabadse, Korac-
Kakabadse, & Barratt, 2006). On the contrary, Razak and Mustapha (2013)
find an insignificant negative relationship between CEO duality and disclosure
quality. Dalton D. R., Daily, Ellstrand, & Johnson (2008) demonstrate that

duality is entirely non-influencial for corporate accountability. In the light of

28
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these finding, this study will also attempt to explore the relationship between
board leadership style and financial accountability.

The number of sub-committees that work under the board is also an
issue of concern. Although board sub-committees such as audit committee and

risk committee seems to dominate discussion’s on corporate governance, there

ated to operate.
profile of each
ommittees has
OViNg corporate
d to a smaller

tors (Laura &

(Wong, Wong, & Xia, 2008). The annual report and financial statement of the
Ghana Stock Exchange (2019) identified Deloitte, Ernst & Young (EY),
KPMG and Price Waterhouse Coopers (PWC) as the big four audit firm based

on their earnings for 2019. Besides, being certified and ranked by recognised

29
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professional bodies is pointer to quality since membership of such bodies
means enhance credibility and assurance of proven competence. At the
beginning of every year, the Institute of Charted Accountants Ghana (ICAG)
publishes the list of accounting and audit firms that are in good standing and

whose services can be relied on by the public. They do not only provide a list,

alified partners,
cagh, 2020).

01 out of 343
tively. For the

A

and ‘B’ are

conditional report for the

cnt errors:
e as assessment of the auditor’s ability to reduce the biased errors and
misstatements and to improve the quality of accounting data; and
e the accuracy of the information about which the auditor has made

reports.

30

Digitized by Sam Jonah Library



© University of Cape Coast https://ir.ucc.edu.gh/xmlui

It is important to note that the aforementioned definitions cover different
levels of the auditor’s competence and independence in the audit. Basically,
there are two roles external auditors are required to play. They are the
insurance role and the information role (Mansi , Maxwell, & Miiler , 2004).

As an insurance provider, the external auditor is responsible for any liability to

Dre required to
ave audited is
ing the role of

pendently and

ements before

disclosure is a pointer to

With regards to audit fees, Ausama, Fatima and Hafiz Majdi (2012) found
no significant relationship with audit quality. On the contrary, some other
writers such as Ettredge, Chan and Elizabeth (2013) posit that audit quality is

compromised when the audit fees are reduced. Generally, it has been reported

31
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that audit independence, audit tenure and audit fee have a positive influence
on audit quality (Indah, 2010; Lin & Hwang, 2010; Rahmina & Agoes, 2014).
Audit committees and financial accountability

An Audit Committee is a committee of the board of directors

responsible for oversight of the financial reporting process, selection of the

th internal and
ard, established
iaries between
ncial reporting
orate affairs in
epted ethical and

dards (Ayinde,

ts of independent

ouNting 1 orting functions (Marx, 2009).

Audit committe ] O ors and provides reports that are
usually included in the financial statement of a publicly quoted company
(Enofe, Aronmwan, & Abadua, 2013).

Audit committees serve as a bridge in the communication network

between internal and external auditors and the board of directors. Audit

32
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committee helps to check the activities of auditors (both internal and external)
and top management resulting in the bridging of the gap among users of
financial statements.

Specifically, the Audit Committee is expected to perform the following

roles: review of annual financial statements and consider whether they are

members, and
nagement and
ny difficulties
ated regulatory
ompleteness of
gl auditors all

nder generally

their impact on the financial statements. Ensure accounting policies are

consistently applied and any new accounting standards requirements that
relates to the company are appropriately adhered to. Meet with management

and the external auditors to review the financial statements and the results of

33
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the audit. Ensure that any significant adjustments, unadjusted differences,
disagreements with management and critical accounting policies and practices
have been discussed with the external auditor; and review all sections of the
annual report before its release and consider whether the information is

understandable and consistent with members’ knowledge about the company

compensation
s, and possible
2w of the many
Jtion in recent

S so crucial to a

s area documents

practice means the absence of integrity, accountability, honesty, fairness, and
responsible citizenship as explained by Adda and Hinson (2006). By
extension, accountability is crucial to the continuous survival and success of a

business organisation. In relating the agency theory which places a high

34
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premium on monitoring to mitigate the agency problem, a number of corporate
governance mechanisms come to mind; audit committees, internal and
external auditors, board of directors and so forth. These corporate governance
actors indeed provide high quality monitoring in an effort to ensure financial

reporting quality and vivid accountability from the managers of an

definition for
| be discussed.
as “the system
is on company
any fulfills its
S (2012) defines
s of institutional

s definition directly

ith that alignment of
corporate beha of society and accountability to
shareholders and other stakeholders”. This definition lays emphasis on
accountability to shareholders first, then to the other stakeholders. This is
important because shareholders are the contributors of capital that gave birth

to the organization in the first place. They therefore should be given priority

35
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when it comes to accountability. The definition also underlines the
significance of balancing corporate objectives with societal objectives to
ensure the long term survival of the corporate body.

One of the pillars of corporate governance is the effectiveness of the

role played by directors. It is sometimes referred to as “board structure” or

e about board
It argued that
swift and thus
g more outside
e too busy and

1 L
same vain, if

i bchuk &AM/ 201
NQ H '5 e and financial accountability in

particular is not very comprehensive. A study in 2002 looked at the state of
corporate governance in 14 African countries and found that there is variation
in firm level governance structures across countries and that the level is lower

in countries with weaker legal systems (Klapper & Love, 2006). Okeahalem
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and Akinboade (2003) reviewed studies on corporate governance in Africa and
came to the conclusion that African countries at the time were “ill-equipped”
to implement corporate governance levels when compared to developed
market economies. They cited “interlocking relationships with government,

weak civil and judicial systems, absent and underdeveloped monitoring

reasons.”

ful mechanism
; Finanancial
in fulfilling its

1 to an entity’s

.1
ire ” 'v charging?

Cohen, Krishnamurthy, and Wright (2004) also struck a relationship
between corporate governance and financial reporting quality, a key indicator
of financial accountability. They discussed the interrelationship between

financial reporting quality, management and board of directors, audit
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committees, internal audit and external audit. They however acknowledged the
influence of regulations, financial analysts and shareholders.

The perceived nature of accountability has two sub components:
performance and conformance (Goddard, 2005). Financial reports satisfy the

discharge of conformance accountability to funding stakeholders, non-

n provide both
anisations have
dimensions of
e lowest, there
I organisation:

J

Avithin the orgaai d purchasers or

other fields. ™k heoretical Dekspe
accountability rme ”G B ! tor

encouraged in future research. Okpala (2012) found that accountability was

odological approaches,

st are identified, discussed and

deemed weak in the Nigerian polity owing to factors such as weak accounting
infrastructure, poor regulatory framework and nonchalant attitudes of

government officials. Consequently, good corporate governance has been
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hampered by poor financial accountability, which managers display with
regard to the discharge of their fiduciary responsibilities to their shareholders
(Okpala, 2012). Another school of thought also reasons that corporate
governance and financial accountability suffers when socio cultural bounds

override rational judgment (Sucher & Maclullich, 2004). They discovered that,

since there was
and an adaptive
regarding the
especially in
eak (Akinlabi,

> stifled in such

system to enforce investor protection laws (Fan & Guthrie, 2013; Wong,
2014). In the same vein, Klepczarek (2017) argued that the best way to look at
the corporate governance and accountability is through the adoption of the

New Institutional Economics (NIE) model. She concluded that the use of NIE
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opens up new possibilities for interpretation of corporate governance theories
and broadens the scope of their application. This substantiates the fact that
new models are developing day by day to address the complicated issues of
corporate governance and accountability. However, both the old and the new

seem to agree that, there is an association between corporate governance and

re two types of

accountability.
ancial integrity,
Ramli (2015)
Jby coming up
bility, fairness
plained financial

ainly focuses on the

the results or

achievement mae ” ﬂ H ' s
Financial accountability is conceived as tracking and reporting on

allocation, disbursement and utilisation of financial resources, using the tools

of budgeting, accounting and auditing (Brinkerhoff, 2001). Brinkerhoff

suggests that financial accountability is exercised within a legal framework,
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which in many cases includes constitutional provisions, laws and regulations
as well as locally and internationally accepted codes. Example of such are
laws on institutional structures mandated for executing and monitoring the
budget, laws on public procurement, regulations on accounting and

bookkeeping, property management and so on. According to Lewis (2003),

s used to keep
ace inside an
lassifying and
r Survey South
production of
and a right to
decisions and

of receipts and

financial transactions. Primarily, the objectives of the rural banks according to
Owusu Ansah as cited by Owusu Frimpong, (2008) are to:
. Extend and deepen rural financial intermediation to facilitate the

payments system to promote savings and investment process.
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. Bring banking services to the doorstep of the rural population to be
able to monetise the rural economy and thereby, reduce the size of money
outside the banking system:

. Provide necessary institutional credit to the rural dwellers to enable

expansion of farming activities and other income generating commercial

diation in

issue with

ult if not impossible for

The rapid transformation of Ghana’s banking industry has led to the
strengthening of rural banking institutions by developing, organizing and
training communities support capacity building in the rural areas. Presently the

financial system in Ghana is dominated by the banking sector, which is all
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majoring in the retail banking business, dealing mostly in short-term money
instruments.

RCBs offer both financial and non-financial services to the
communities they serve. The financial services included lending, savings and

other banking services such as cheque clearing for cocoa farmers. Non-

ers. The rural
accept flexible
an applications,
olved in some

ount before the

vision

savings by urba nce their introduction, the rural
banks have been at the frontline of developing pro-poor innovative financial
products and modifying their operations to suit the specific needs of the rural
farmer, the underserved micro-enterprises and other low-income players of the

rural economy (Obeng, 2009). With focus on rural clients, one of the tasks that
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face rural banks is how to manage risk associated with doing business with the
poor whilst maintaining a balance between its poverty alleviation mandate and
staying profitable as a business (Tsamenyi & Uddin, 2008). As rural
development institutions, banks require effective participation of the locals,
thus they are to be owned and managed by the communities within which they
is to promote

and support the

of rural banks

about half of the total
banking outlet! as enhanced rural financial
intermediation quite creditably.

It is quite obvious the whole financial sector clean up underway in
Ghana is injurious to stakeholders’ interest and participation at least in the

short run. There is a seeming loss of confidence in the banking sector and this
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is not limited to only the commercial and universal banks. Thankfully, the
Bank of Ghana (2019) report on the banking sector for the first half of the year
indicates otherwise. That notwithstanding, Agyei-Mensah (2018) posits that
investors tend to shy away from the market if the quality of information

available to them is not certified to be credible. We believe that the answers

s of corporate
in that Zgarni
world to issues
portant role of
ing quality. In

:
gh means that

actors is

in Ghana

accountah eviding more \verifie tifiable information. On
the other OF. cOr B!s arnance by organisations  stifles
accountability. From the on-going analysis, it is evident that corporate
governance has a relationship with financial accountability. Thus, it will be
very prudent to examine the interaction of these variables, but this time

focusing the searchlight on rural and community banks in Ghana.
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Conceptual Framework

A conceptual framework is a structure which the researcher believes
can best explain the natural progression of the phenomenon to be studied (Hitt,
Ireland, Camp, & Sexton, 2001). It is the researcher’s explanation of how the
research problem would be explored. The conceptual framework presents an

n a statistical

ip between the
0 aid provide a
other (Grant &
archer to easily
study (Wang,

the conceptual

grporate governance
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l Corporate Governance I

Board
character
-ristics

v" Disclosure

contexts to meet different needs. The paramount dimension that have been

recorded to influence accountability are board characteristics, external audit
and audit committee. Although these variables have been studied extensively,
the focus has always been on the mainstream financial institutions. This study

will therefore concentrate on the rural banking industry in Ghana. Again, some
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other aspects of accountability such as performance have enjoyed a great deal

of attention leaving very little space for the other aspects of accountability

such as financial accountability. This study seeks to fill these gaps.
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CHAPTER THREE
RESEARCH METHODS
Introduction
This section covers the research approach and design, sample

selection, measurement of variables, data source and the techniques employed

involved in the
, the number of

variables are

"hey, however,
ied. Research
d the nature of

pased on discipline

Positivism depends on quantifiable observations that lend it to statistical

analyses. It is worthy of note that “as a philosophy, positivism is in accordance
with the empiricist view that knowledge stems from human experience. It sees

the world as comprising discrete, observable elements and events that interact
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in an observable, determined and regular manner” (Gill & Johnson, 2010).
Positivism focuses on strictly scientific method intended to yield pure data and
facts which is assembled and not influenced by human interpretation or bias. It
looks for causal relationships in data collected to create law-like

generalisations like those produced by scientists (Gill & Johnson, 2010). It

iour and events
)11) agree that
ell as enquiry
because of the

ate governance

ed to conduct the

dtherwise or answer

. Explanatory research
signals a design under study rather than simply
describing it. It concentrates on cause-and-effect relationships among
variables. In this study it is adopted to explain the effect corporate governance

has on financial accountability in the rural banking industry in Ghana.
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Research Approach

Quantitative methods emphasize objective measurements and
the statistical, mathematical, or numerical analysis of data collected through
polls, questionnaires, and surveys, or by manipulating pre-existing statistical

data using computational techniques (Babbie, 2010). Quantitative research

0ss groups of

2 collected. For
ay not change

. We therefore

€ were

cial sector clean-up and
reforms in Ghara
Population

The population of this study comprises all rural and commercial banks
in operation in Ghana at the time of the study. One hundred and forty four

rural and community banks were in operation and dotted all over the country.
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The population is regulated by the Bank Ghana through the association of
Rural Banks — ARB Apex Bank. The banking industry as a whole has gone
through some challenges and the culprit is corporate governance among other

causes.

Sampling Procedure

f the study for
y’s population.
into two broad
ing. This study
g was used for
is to be able to
quire RCBs with

ely be by chance

adure which can be

The data was therefore drawn from 52 rural and community banks from 2015-

2019 reporting years. The selected banks have been in existence before the

recapitalization notice from the Bank of Ghana which was to be complied with
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by 30th June, 2018 was issued. In all 52 Rural and community bank and 260
bank year reports were employed in the study.

This study made use of secondary data basically from the ARB Apex-
bank archives. All rural and community banks are mandated to submit a copy

of their reports quarterly to their regulating authority — ARB Apex bank. The

nual reports of

y banks filed with A x-Bank by the

a phenomenon
ategorized and
der to adequately
and appropriate

gpendent and independent

accountah in_prior literatuceest 0 have attempted it proxied
N ﬂ B ‘- S h ation of measurements that can

bring out accountability. To measure the objective of financial accountability,

for it using clos

therefore, we followed the procedure adopted by Beest, Eraam and Boelens
(2009): Aksu & Kosedag, (2005): Standard & Poor (2005): (Al-Shammari,

2005) where financial accountability was measured using three separate
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indicators namely Disclosure Quality index, Transparency and Disclosure
Score and Compliance index. The composite of these three separate measures
is used to measure the concept of financial accountability in the study.

Using the first indicator (disclosure quality index), we followed the

procedure of Beest , Braam, & Boelens (2009) where the quality of disclosure

e characteristic
del in assessing
ere apropos to
s stipulated by
by McDaniels

L’md Beest and

informatioist 2 of the financial reported
m B! s g. It is characterised by features
such as reliability, which refers to being verifiable and being faithfully
represented, reasonably free of error and bias, and relevance, which refers to
the existence of a close relationship between the financial accounting

information and the purposes for which the information is prepared (Keating
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& Frumkin, 2003). Based on IASB authoritative pronouncement, a total of
twenty (20) key criteria were used to construct the quality index. The index
consists of four elements based on the qualitative characteristics of the IASB’s
framework: relevance, faithful representation, comparability, and

understandability (IASB exposure draft, 2008). The operational measure

Total
score

Four (4)

Four (5)

Five (5)

Six (6)

29,

2ct of the implementation of a change
in accountlng pollcy or revisions in accounting
estimates.
The results of current accounting period are compared
with results in previous accounting
periods
Information in the annual report is comparable to
information provided by other organizations
The annual report presents financial index numbers and
ratios

Source: Beest , Braam, & Boelens (2009)
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A company is scored 1 if an item met the characteristic and 0 if an item
did not meet the characteristic. The total number of items disclosed by a
company is then expressed as a percentage of the expected total number of
disclosure score of 20 that we assume should elicit quality of accountability.

The result is used as a proxy of measurement of disclosure quality of financial

xitd;

) Yrd;

Chakroun and

Hussainey (2014) in their study of the quality of annual findhcial reports in

e basically five

ost interested in and

ire  of financial
management inf IN 0 B lvg can make informed decisions.
In effect, the degree and quality of disclosure is a major pointer to financial

accountability to most stakeholders.
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Transparency

Accountability cannot be measured without the added ingredient of
transparency. In other words, the demonstration of transparency is a major
indicator of financial accountability.

The study leverages Standard and Poor’s (S&P) expertise in corporate

(y made use of
es, and utilised
> evaluated by
“attributes”) in

nmunity banks.

57

Digitized by Sam Jonah Library



© University of Cape Coast https://ir.ucc.edu.gh/xmlui

Table 2: Operational Measures for Computing Transparency

Operational Measures for Computing Transparency
Financial Attributes

1) Its accounting policies?

2) Accounts according to internationally recognised accounting standard
(IAS/GAAP)?

bute is scored on a binary basis as “yes”
(included) or “no” (not included) to ensure objectivity. Each “yes” answer is

equal to one point and the overall T&D score (TDS) for each firm is calculated

as. TDS=Y¥Sj/TOTS

jk
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Where:
J = the attribute category subscript, j =1, 2, 3,
k = the attribute subscript, k=1, ..., 52,

Sik = the number of info items disclosed (answered as “yes”) by the firm in

each category, and

egulations and
the Institute of

nt gaps in the

narrow coding of binary ‘yes’ or ‘no’ to check if a company has implemented
a standard. Such coding does not capture variations, such as companies that
partially or fully comply. It is also most likely that respondents will give text

book answers to portray a positive image of their company.
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The second approach which this study adapts construct of compliance
scores based on the information provided in the annual financial statements of
the companies (Appiah, Awunyo-Victor , Mireku, & Ahiagbah, 2016).
Although this approach involves subjective scoring, it captures vast amounts

of information and is reliable. There is verifiability and ability to be replicated

mpliance score
sed. The most
companies is
ic industry. A
) a bias of high
allenge, some
rough stepwise

compliance, an

this to be relevant and applicable to the banking sector particularly IAS 1 and

30 (Street & Bryant, 2000). To effectively measure compliance therefore, we
followed the procedure (Cooke, 1992) the unweighted index (Cooke index)

and weighted score. Tsalavoutas (2011) however argued that the scores from
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Cooke’s method might cause a misleading conclusion because of its sensitivity
to different items in each standard. It will therefore be prudent to include a
weighted score. Under the unweighted compliance score (UCS) each item is
assigned the same code (weight) irrespective of the standards. Thus, attention

is given to the items, not the standards. The coding would involve 1 if a

his approach is
> weight to all

per standards.

dard, weighted

gnization score Q@ standards alculated to

Jesent the n q- - ’-n pany” That is \WES es a two-

Total compliance score of all standard

WCs =

Number of standard
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Mathematically the compliance score is calculated using this formula

D XYM _dia
WCSa=—=—=21—
M ¥ dia

Where WCS; is the total compliance score for each company, 0 <Za<1

D; is the total number of items disclosed by the bank a and

> relied on the
were removed
ished financial
unity banking
revealed some
nt in sections of
ootnotes section.
eport to avoid

pdullah,
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Table 3: IASs/IFRSs Selected for the Study

Standard Tsalavoutas KPMG This Study
(2011)

IAS 1 72 76 15

IFRS 10 6 14 5

IFRS 16 15 20 7

ndependent Variable

ree dimensions;

overnance. This

and audit quality.

the most

structure (BODIds), and Board expertise (BODexp). The appointment of board
of directors implies that stakeholders have an instrument to watch managers
and ensure accountability. For instance, it is considered that large boards are
not beneficial to the firm as they reduce the value of the firm because of free-

rider problems (Aebi, Sabato, & Schmid , 2012). A strong representation in
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board of directors without social or business connections to management
(Board independence) is considered one of the elements of good governance
(Adams & Mehren, 2012) argued that, outsiders may be more effective
monitors of management because they are less beholden to management while
they may also bring a different perspective which is likely unbiased to bear on
ence indicating
pard decisions.

) has also been

: .
from previous

attempt to measure it. These are, audit firm size, audit fees, and auditor tenure.
These measures have been used by Abdul-Wahab (2010); Zgarni, Hlioui, and
Zehri (2016) and Khlif and Samaha (2016). The study finally settled on audit

firm size and audit fees as the most essential proxies for external audit quality.
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Name of variable Sub-variable P

Corporate
governance
(Independent
variable)

Board inde

Board of
characteristics Board lead

Board Expelrtise jmt ith.a ting or finance
External Firm Size , the 2
Audit Quality ified™fi : ry ‘A’ and ‘B’).
Audit fees C audit firm for service

Audit . :
committees L ¥ J . and “1”

Measurement Sources
directors as a Percentage or Agyemang,
NED Aboagye,
vtated regularly Change in board & Ofoe
he past 5 years, composition (2013)
Percentage
Dir.with Acc.

Boack ground

ICAG Certified Agyei-

category A-B Mensah B.
K., (2012)

Log of audit fees

Audit committee
presence/ absence

No. of members on
the audit
committee
Percentage of
accounting
professionals on
the committee
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Table 4 Cont’D
Financial Disclosure o Quality index Beest ,
Accountability QD Braam, &
(Dependent Boelens
variable) (2009)
Transpare _ Transparency and  (Standard
disclosure score. & Poor,
- (T&D) 2005)
Complianc : onfc 2s and regulations lay down to Compliance index (Tawiah &
Boolaky,
2019). (Al-
Shammari,
2005)

Control variables Bank size

Bank age

by the log of the

“from the day of

Source: Author’s construct (2020)
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Model Specification
According to Woodridge (2004), panel data is based on observations
on the same set of cross-section unit. It is appropriate for data sets which are

not evenly distributed. It can have the form of a balanced panel or unbalanced

panel. The functional form of the model is as follows;

e EAsz;; is external audit size in terms of the audit firm belonging ICAG
certified accounting and audit firms.
o EAfee; is external audit fees charged.

o ACextj represents the existence of an audit committee.
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e ACsz; is audit committee size as to the number of people who form
the Audit Committee.
o ACexpit represent audit committee expertise.

e Bszj: stands for Bank size represented by the log of the total assets of a

bank and

the model are
ked and logged
ear. RCBs with
to those with
regarding asset

Regarding bank

in reseagg imize the

e (Kothari &"‘ study relying

number of years spent by a firm since its inception and performance. One
stream of research suggest older firms are more experience and less prone to

the liabilities of newness (Aboagye & Otiekku, 2010; Barua , Rama, &

68

Digitized by Sam Jonah Library



© University of Cape Coast https://ir.ucc.edu.gh/xmlui

Sharma, 2010). As firms grow, they unearth their potentials and learn to be
efficient and effective (Ericson & Pakes, 1995).
Firm Size

Several argument favour larger firms size in attaining higher

accountability. Size goes with larger market and econpmies of scale. This

e responsibility
1l size firms as
apital intensive

)n asymetry.

=xcel based on

ransported into

regressionsana jependent. anel variables of the study.

Ethical Consid¢

Ethics refers to a system of moral principles, a sense of right and
wrong and goodness and badness of actions and their motives and
consequences (Parmar, 2015). The definition of ethics is shaped by personal,

societal and professional values all of which are difficult to specify with
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precision. Some professions such us the accounting profession have managed
to put together some generally accepted code of ethic that should regulate the
practice of accounting. In research, ethical issues include the following:

e Privacy and anonymity of respondents

e Protecting the participants in a research to and from any harm

creating 260 data po

The study used the composite of disclosure quality index,
transparency and compliance score to proxy for financial accountability. This
is placed in an expanded baseline regression model to assess the effect and

interactions between the variables
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CHAPTER FOUR
RESULTS AND DISCUSSION
Introduction
Generally, the objective of this study is to investigate the effect of

corporate governance on the financial accountability of firms in the rural

second section
correlation co-

jata requires a
est suits the data
dedicated to the

models and data

that information in a convenient way that can easily be understood. This
section, therefore, presents some measures of central tendencies and

dispersion of the main variables employed in the study.
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The distribution of the variables is necessary for the regression analysis
in order to determine the relationship among the variables and the effect that
the variables have on one another. For this study, the mean and standard
deviation were the respective measures of central tendency and dispersion. It

is important to note that, statistical measures of central tendencies have the

denotes “Board

denotes “External Audit Fees”, ACext denotes “Audit committee Existence,
ACsz denotes “Audit Committee Size”, ACexp denotes “Audit Committee

Expertise”, Bsz denotes “Bank Size”, Bag denotes “Bank age”
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From Table 5, financial accountability recorded a mean value of 0.638.
The standard deviation as a measure of variation from the average stood at
0.053. With a range 0.488 to 0.894, it stands to reason that Rural and
community banks in Ghana are fairly accountable to their stakeholders. The

skewness and kurtosis were used to measure the normality of the data. The

symmetrical or
n the peakness
a is normally,
coefficient of
Sitively skewed
:

values and this

aximum values.

62 for}f : ntability impli 0 is slightly
N Y
' ‘f- gpenderfeg,as pe sorperate governance recorded a
)'188. With a skewness
value of 0.060*a NO H!$ (almost 3), the data on board
independence is both symmetrical and normal. It will therefore be suitable to
report the mean as the most appropriate measure of central tendency. A mean

of 0.358 from a range of 0.000 - 0.857 shows that most rural banks boards are

fairly independent and thus have non-executive directors on their boards.
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Board leadership structure which signifies whether the members of the
board are rotated recorded a mean value of 0.442 with a standard deviation of
0.498. It is measured with a dummy variable which records 0 for a bank
without CEO duality and 1 for a bank with CEO duality. The minimum value

of 0 and a maximum of 1 with the mean as identified show that most CEOs of

gh it is evident

ric distribution

voard members
mics or belong
mean value of
plying that more

perts serving on

indicatio

not belong to t

the country. This variable was measured using a dummy. “One” to show that
a bank’s auditors are neither from the big four nor ever belong to the Ghana
club 100 and 0 to denote a bank’s auditors are either from the big four or had

ever belong to the Ghana club 100.
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The other indicator is external audit fees charged. In compiling the
data, this variable was logged. A mean of 8.797 with a standard deviation of
0.502 was recorded. The minimum value for the distribution stands at 7.523
with the maximum value being 9.682. The mean value recorded in relative to

the minimum and maximum values suggest that, differences in audit fees paid

icularly taking

cs of the third
e. This variable
stablished audit
dit committee.

Jave an average

banks that do n@ O Bls #8"a maximum of 8 members. With
the skewness and kurtosis value of -0.428 and 2.276 respectively, the data on
Audit committee size can be said to be normally distributed. The mean of
audit committee expertise was 0.497 and recorded a standard deviation of

0.240. The distribution has it minimum at 0.100 and a maximum of 0.800.
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With the skewness and kurtosis value of -0.324 and 1.731 respectively, it
suggests that the data on Audit expertise is not evenly distributed.

The control variables, bank size which for the purposes of this work
was determined by the logarithm of the value of the total assets of a bank

recorded a mean of 10.871and a spread of 0.493. Bank age on the other hand

of 10.201. The
wness value of
ic.

Je were used as
of a rural and
1.623 to a log

easured by the

of total assets of

d 3, a prerequisite for a

From the ongoing analysis, it is obvious that all the dimensions of
board characteristics, audit size, and audit committees make a strong case for
the effect corporate governance can have on financial accountability. Notable

among theme are audit fees, board structure and board expertise. It will
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however, be difficult to completely rely only on the descriptive since some of
the variables are dichotomous in nature. Further investigation will be required

to affirm their true effect on the various proxies of corporate governance on

financial accountability of rural and community banks in Ghana.
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Correlation Analysis

Table 6 - Correlation Matrix

BODind Bsz Bag
BODind (1.07)
BODIds -0.0875
BODexp 0.0563
EAsz 0.1402
EAfee 0.0389
ACext -0.0454
ACsz -0.0249 ,
ACexp 0.0944 / 000528 . . W L14)
Bsz -0.0346 ‘, " ' "-0. 0728 (1.01)

Bag -0.1854 02308 -0.0108 (1.13)

Source: Author’s construct (2020)
2015 to 2019. BODind denotes “Board

: ) enotes “External Audit Size”, Eafee denotes
“External Audit Fees”, ACext denotes “Audit committee / e Size”, ACexp denotes “Audit Committee
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Table 6 presents the correlation matrix for the variables used in the
study. The purpose was to test for multicollinearity a prerequisite for a
regression analysis. Adams (2015) state a score of 0.90 in a correlation matrix
analysis signifies the presence of multicollinearity. A close look at Table 7

reveals that, there are no issues of multicollinearity in the empirical

f the variables
on factor (VIF)
013) and Field
e for concern.

Il, there are no

an test to choose

e test is displayed

Prob.

0.099

Note: *** ** denote statistical significant at 1% and 5% respectively.

The Hausman test was conducted after the model had been estimated
using the random effect technique. The result of the test as displayed in table

8, indicate that the hypothesis which suggests that random effect is preferred
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to fixed effect should not be rejected at 1% and 5% significance level. This is
evident by a reported chi-square statistics of 13.38 with a corresponding
probability value of 0.099. Hence, the random effect model results should be

interpreted as shown in Table 8.

Result of Regression Analysis

results of the
tudy using the
nd fixed effect
objective and

le results, it is

objectives ormulated

>
%
>
\9
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Table 8: Regression Analysis

Model 1 Model 2 Model 3 Model 4

Constant 0.646%**  0.741%** 0.615%**  0.524***
(0.013) (0.067)  (0.010) (0.095)

Board Characteristics

0.034%*
(0.013)
-0.0061%*
(0.0031)
0.017
(0.015)

Ext

Exte 0.013*
(0.008)

0.0005**

(0.006)

7 1.93
0.0743  0.0421
00152 0.0346

P-values
Adj R Square

Source: Authors construct (2020).
Note; *** ** and * denote statistical significance at 0.01, 0.05 and 0.1
respectively. The parentheses denote the p-values. Model 1 denotes the

regression analysis of objective 1 only; model 2 denotes regression analysis of
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objective 2 only; model 3 denotes the regression analysis of objectives 3 only;
model 4 denotes the combine regression analysis of objective 1-3.

Table 8 presents the results of the regression analysis of the various
dimensions of corporate governance in the form of models and in accordance

with the stated objectives of the study. Model 1, 2 and 3 represents the board

dimensions of

)ine regression

ine the effect
nd community
:

result implying

uence financial

(2007). They recommend that it is best practice to have a balance membership
board of directors within which independent directors should make up at least
one-third of the board membership. Kamal and Jusoff (2009) cannot agree

more. They also came to a similar conclusion where they found evidence that
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a higher proportion of independent non-executive directors on the board have
a positive performance based on value added intellectual coefficient
measurement.

Table 8, model 1 identifies board leadership structure as crucial to the

financial accountability of RBCs in Ghana. There is a negative relationship

ty (t = -0.011)
hat RCBs that

Ore accountable

F Paily, Ellstrs 2008). ' fluence of

of its equivalents (functional knowledge) do not have influence on the
accountability of RCBs in Ghana. This result is inconsistent with extent
literature available on the topic; (Kor & Sundararamurthy, 2009; Yusoff &

Armstrong, 2012;). It is important to however note that all the works in the
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area were neither based on RBC nor the smaller financial institutions and this
may explain the deviations from prior literature.

Table 8, model 2 present the result of the of the regression analysis on
the second objective of the study and attempts to determine the effect of

external audit on the financial accountability of RCBs in Ghana. The results

e and financial
08). The result
d by ICAG as
j. In 2020, 105

s were found by

udit firm size is

Ghana. In a similar examination the findings of this study are equally
consistent with Ettredge, Chan & Elizabeth (2012), whose study found that
audit quality is compromised when the audit fees are reduced. In other words

the higher the audit fees, the better the audit work that elicits accountability is
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performed. Similar findings by Indah (2010); Lin & Hwang ( 2010); Rahmina
& Agoes (2014) is a testament that audit fees charged to a large extent
influence the quality, transparency and compliance in RCBs in Ghana.

Model 3 in Table 8 presents the regression analysis of the third

dimension of corporate governance, audit committees. Two of the three

expertise) are
are significant
Jeterminants of
ze on the other
ity (t =-0.001)

sult is emphatic

expertise, external audit size, external audit fees, audit committee existence
and audit committee expertise emerged as having significant effect on

financial accountability.
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It is pertinent to situate the findings of this study within the theoretical
underpinnings. The study validates a number of the interactions between the
variables in the light of the agency theory. The existence of an Audit
committee was significant thus shows that where the system is in place to

monitor the activities of managers, accountability is improved. Regardless of

ommittee puts
g stakeholders
ard is equally
and evaluating
but significant
. This impliesgt nd community

accountable. This

s stifled when the

Ies to look at

also affirms the financial intermediation theory. The theory identifies rural and
community as playing the intermediation role with corporate governance
through audit committees overseeing the process so that none of the parties are

shortchanged.
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Overall, the results demonstrate that corporate governance in its three
dimensions as studied in this work, has a positive and significant effect on the
accountability level in Rural and Community Banks in Ghana. This suggests
that the level of the board characteristics, external audit and audit committees

are very critical in ensuring accountability which is manifest in the quality of

ong rural and
increases, the
use their level
accountability.
ire not likely to

> and supported
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CHAPTER FIVE
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS
Introduction
The main findings from the entire study are presented in this chapter. It

includes the conclusions drawn on findings made, recommendations and some

pvernance and

er experienced
ated some sort
. These clean-
isions including

as withdrawal of

recommend ways by which they can be strengthened to withstand any future

crisis.
In chapter one, the study established the grounds, making expositions

on corporate governance and accountability and financial accountability in
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rural and community banks in Ghana. Chapter two reviewed the related
literature and underpinning theories for the study. The theories used included
the agency, the stakeholder theory and financial intermediation theory.

The empirical review was completed with a keen eye on the three

major objectives of the study. It considered the similar undertakings in other

ealed different
stry to another

those variables

approach was

to explain the

accountability

parency,
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Summary of Key Findings

The study produced some very useful results which is essential for
literature and policy realignment. The general objective was to investigate the
effect of good corporate governance on the financial accountability along the

most critical dimensions of corporate governance. The first objective sought to

ics on financial
he second and
al auditors and

e summary of

BS

There is no signiticant effect of audit Failed to reject
committee size on financial accountability
of RCBs.

Ho9:  There is no significant effect of audit Rejected

committee expertise on financial
accountability of RCBs.

Source: Author’s construct (2020)
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The result of the first objective show that, of all the characteristics of
the board of directors of a rural and community bank, the two most important
variables of concern are board independence and board leadership structure
(CEO duality). They produced a mean score of 35.8% and 44.5% respectively.

Although both were significant, board independence reached its significant

istic that affect
anking industry
banks that are
ranking turn to
st likely charge
:

along a lot of

opines that one

intability.
ole in the

nity banks in

board independence and board structure are key determinants of accountability
in rural and community banks. On the second objective, we can conclude that
external audit fee within the corporate governance structure is a pointer to

financial accountability of firms in the rural and community banks in Ghana.
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On the third objective, the study concluded that audit committee existence and
audit committee expertise predict financial accountability in rural and
community banking industry in Ghana.

In a nut shell the study concludes that, out of the numerous corporate

governance variables that have been studied, board independence, board

ence and audit
ity in the rural
) the study, not
Owever, as per
the ones noted

unity banks in

0 3 aside for more dynamic

) da
and skilled perse NQ Bf'-s obvious that, some of these long-
standing members of the board are old and even find it difficult to attend board
meetings. Maintaining this kind of structure compounds the agency problem

and breeds mistrust among the various stakeholders.
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With regards to the second objective, we recommend that rural and
community banks in Ghana should not shy away from audit firm that turn to
charge higher fee. They have proven to be more credible and do more
meticulous work that safeguards the interest of all stakeholders. Rural and

community banks should look beyond the high fees and consider the

trust is hugely

atter of policy
dit committees

background in

"here is no one best way
0 financial accountability can be
done using other measurements in literature. Again, Bank of Ghana in their
2019 report outlined other causes of the financial crisis other than weak
corporate governance structure. Future studies can explore these other factors

further.
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APPENDICES

A. Banks Involved In The Study

https://ir.ucc.edu.gh/xmlui

No. Name of Bank No. Name of Bank
1 Ada rural bank 30 Nzema Rural banks
2 Adansi rural bank 31 Sonzele rural bank

pper Manya Kro bank

18 Otuasekan rural bank
19 Nwabiagya rural bank 48 wenchi rural bank

20 Odotobri rural bank 49 Tepaman rural bank
21 Okomfo Anokye rural bank 50 Nkoranman rural bank
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22 Sefwiman rural bank 51 Naara rural bank

23 Sekyere rural bank 52 Gbi rural bank

24 South Akim rural bank

25 Yaa Asantewa rural bank

26 Dangbe rural bank

n rural ba

nrural bank s (]

Il

c -
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B. List of Licensed Firms and their Grading (ICAG)
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CATE CATE
NO. NAME OF FIRM GORY NO. NAME OF FIRM GORY
A&A Associates (Chartered
cce D
D; & Associates D
ye Accounting
A
D
B1
A
D
Bl
B
D
B1
-> ob Arthur
12 Accounting Services Bl
Abossey Alfsan
13 | Associates C 185 | JAD and Associates B
Abrokwa, Boateng & James Quagraine
14 | Associates D 186 | Associates
15 | Abstracus B 187 | JDO & Associates D
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ABU & Associates Jef-Amson Chartered
16 | (Chartered Accountants) B 188 | Accountants D
Jelorge Business
17 | Accounting Associates B 189 | Advisory Services Bl
John Allotey &
18 | AccountingPlus D 190 | Associates Bl
& Co. A
—
5:?__- h &
Bl
nsult
ociates A
sult A
D
& Associates C
ssociaes C
SaViorlu ¥
forme
‘ Afari A 7 Services B1
'A GH Co -, >
"??, guntants u '{ﬁ? onsult C
‘w b g eng& ' Q“ ccounting
29 | Ass ‘-a? B hse Vices Bl
Aikins-Haw?
30 | Associates W N O Et l 5 202 | K. Ackah & Co. D
AKA & Partners Chartered
31 | Accountants B 203 | K. Baah Consult D
Akonu & Partners Chartered K. E. Wood Arthur &
32 | Accountants B 204 | Co. Bl
AKUS Chartered K. Kye Accounting
33 | Accountants D 205 | Services D
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34 | Albert Ocansey & Co. D 206 | Kalks Consult B
Alex Thompson & Kamerf Business
35 | Associates B 207 | Support D
KAN Chartered
36 | Allied Board Konsult D 208 | Accountants C
Amarisa Chartered
B
B1
B
D
C
F } d Associates C
oS0

Financial Advisors D

Kingsag Accounting
45 | ARG Chartered Accountant 217 | Services B
46 | Aryeetey & Associates Bl 218 | Kissi Consult A
47 | Asafu-Adjaye & Partners A 219 | Kittah Consult D
48 | Asamoa Bonsu & Co. Bl 220 | KNA Consult C
49 | Asante, Anarfi & Associates B 221 | Knead Consultancy D
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50 | Asemaku Consult D 222 | KNOC & Associates B1
Ashong, Nkrumah and
51 | Associates C 223 | KPAC Consult D
52 | ASKE Synergy Consult C 224 | KPMG Al
53 | ASL Consulting 225 | Kreston Coopers B
Kwae, Asare &
D
D
A
A
B
D
B
C
B1
D
M.A.Q. Consult D
BAFT Chartered
66 | Accountants 238 | M.B.A. Associates B
67 | Baker Tilly Andah & Andah 239 | Maana Consult
MAB Consult
Chartered
68 | BEA & Associates C 240 | Accountants D
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69 | Bediako & Associates D 241 | MAK Global Partners
Masaada

70 | BEK & Y Associates D 242 | Consultants

71 | Benning, Anang & Partners B1 243 | Massim Consult

72 | Bentum Bentil Consult C 244 | Mazars Ghana

245 | Menas Consults

Berry Consult D

Nexia Debrah & Co.

(Formerly Tanda & Nii Quaye-Mensah &

85 | Associates Partners) B 257 | Associates

86 | Brodaay and Partners D 258 | Noble & Noble
Broomfields Partners
87 | (Formerly Broomfields D 259 | Nyansa Audit
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Consult)
88 | Brucet Associates C 260 | O. H. and Partners B
89 | BSA Audits D 261 | O2 & Associates
90 | BSTS & Associates 262 | OAQ & Associates D
91 | BT Associate B1 263 | OBS Accounting D
ers D
it & Acco Opx doh &
D 265 A
. ena &
L B1% . Bl
u-Ansah
ardinal Consu ssocidtes Bl
kwa
9 CEB Co onsult C
-Yeboah
97 1 éte B
Owusu, Appiah &
CE tners 270 ciates B
wus
CHG Associa B
PAD
Partners 272 | S D
v 7 llotey
101 | C ' ssociate B sult B
102 | Cliftaas | 4 "I PenielStephens B1
PFC Auditing
103 | Conrad Wilson Consults D 275 | Services C
Crowe Veritas
(Formerly Veritas Phimanuel and
104 | Associates) A 276 | Associates D
105 | Cushay Chartered C 277 | PJA & Partners B
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106 | D. D. Ofoe & Associates B 278 | PKF Al
107 | Dahwin & MD C 279 | Planita Consulting B
PMCT Accountants
108 | David Amoah Consulting C 280 | & Consultants D
109 | Deb Inter Consult C 281 | Polley & Co. D
D
Al
D
Associates B
D
D
B
D
Bl
B
C
A
RGG Consult D
Richard Owusu-
124 | E. O. Amoako & Associates 296 | Afriyie & Associates B1
Robert Azu &
125 | E. O. Lamptey & Co. D 297 | Partners B1
E. T. Agorhom Accounting Rockson, Adoe, Parry
126 | Services D 298 | & Co. B1
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127 | (Formely Van'el Audit) B 299 | Ruyan Consult D
S & D Charetered
128 | EAK & Associates B 300 | Accountants D
129 | EAV and Associates Bl 301 | S K.H. & Associates C
EDD Chartered Accountants Samben & Associates D
C
D
1 Consultig Services C
A 308 G di A
Yl :
D
D
D
D
B1
o Softwind OA Consult D
Fesap Chartered SRA Chartered
143 | Accountants C 315 | Accountant D
Sraha Consultancy
144 | Finance Ink Consult D 316 | Services B
145 | Finknack Advisory Services D 317 | Suglo & Associates Bl
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Fin-Soft Accounting &
146 | Management Services D 318 | SW-CPA Consult
First Corporate Accountants Tabariyeng &
147 | and Consultants D 319 | Associates
Takyi Ako &
148 | Forbes ET B1 Associates

Chartered
Gogoe & Associate : Accountants
Goldman Accounting &
160 | Consulting Services C 332 | Venturehall Consult
Goldstreet Chartered Virtual Point
161 | Accountants C 333 | Associates
162 | Guideway Consult C 334 | Von Aulock
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Partnerschaft
163 | Gyabaah & Partners C 335 | VT Consult Bl
H & A Chartered W. K. Adom
164 | Accountants C 336 | Consultancy C
165 | H. T. K. Consult 337 | Wayo Consult
Wileyn Consulting
D
C
C
D
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