
UNIVERSITY OF CAPE COAST 

CORPORATE GOVERNf\NCE, REGULATORY COMPLIANCE AND 

PERFORMANCE OF BANKS IN SUB SAl-lARA AFRICA 

I3Y 

PATRICK Or-GRI-OPPONG 

Thesis submilled to the Department of Finance of the School of8usiness. 
College or I-iumaniti.:s and Legal Studies. Uniwrsit)' orCape Coast. in parlinl 
rulfillment of the requirements for the award of Doctor or Philosophy degree 

in Business Administration 

AUGUST 20n 

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

Digitized by Sam Jonah Library



DEC LARATIO N 

C andidate's Declarati on 

I hereby declare that thi s th es is is the result of m)' own ori ginal resea rch and 

that no pan or it h:ls been presented 1'0 1· another degree in thi s un iversity or 

elsewhere. 

Cnndidate· s Na n~e: Pnt·(ck Orori-Oppong 
' 0,/ 

Signature: . . .. . . .. . .. . ...... . .. ' . . ~ . ... . 

Superviso rs'Deciara ti o n 

f 5 - 0 <is - 2D.22 
Date ........ .. ..... . .. .. ........ . . .. . 

\~' e hereby declare tita t the prepamti oll and presentati on o r the th es is were 

supL'rvised in <leecH·danee with the gui de lines on supervision o rthes is l<l id dCl\\·n 

by the Uni ve rsi ty or Cape Coast. 

1" .""'1'" S" 1'"·, 1,,,,··, SI gmm"4".~ Do". !';.-/D€!/ ~~ 
Na me: Dr. Moham l1led Zangina Issbaq 

. ... Q \ ~ . ILl OJrvOUL.., 
Co-supervisor s Slgnat'~ . ... ~Date . . Vtl1 .. D. ... .. .. ..... . 

Na me: Prof. Joitn Ga rtchie Gatsi 

II 

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

Digitized by Sam Jonah Library



ABSTRACT 

The rudy assessee! the impact o f co rp or are governance on perfo rmance as well 

as regulatory co mpliance of banks in Sub·Sa haran An·ica. The study adopted 

th e quantitati ve method approac h. T he quantitative daw was co ll ec ted fro III the 

ann ual n~ p o n of the bank s f'ro lll 20 11 to 2022. T he stud y used the systelll 

gen erfl li zed meth od 0 1' Illo illent t lVO step estilll ator w ith 41 li sted bfl nk s 11'0111 

li ve Sub Sil hara Afri ca n countri es, Th e result s reveflled that board size, boa rd 

independ ence, audit co millinee, board diversity, m <1 nngerial ownership Cl iid 

own\.' I'ship co nce ntrat ion preciict pcrlo rm ance w hen Illea sured w ith rctum on 

asset. The stuciy alSll lo und th flt board size, boa rd inciepenci cll ce , fl udit 

eO l1ll11i~r ee, board di versit:" instituti o lwl ownership and ownership 

conc entrati on were predictOl's o f perforill ance wit h net interest inco lll e, /\11 the 

variabl es wC l'e al so pl'edictors w irh the e:\ception of in stitutiomti and 

conee ntl'at ed lll a nagCl'~ lI' itll ret urn on equity Til e stud y also reveal ed that board 

size. boa rd inciepende ll ce. audit cO llllllitlee. board di ve rsity and Illanage ri al 

ownership wcre pred ictors 01' regulatory cOlllpliance, With I'espect to the 

modera ting effect of' ty pe of bank on the relati onship between cO I'J)oratc 

go vern ance nnd perlo rill anee. ty pe 01' bilnk signifi ca ntl y Ill Llciel'illc~S the 

relati onship between cor porate governnn ce anci retul'll 0 11 as se t. A part li'olll 

in stituti onal ownership which was signilkant the Ill oderating effecr of t:' pt' of' 

bank wel'e all in signilieant on the relati onship between eorpornte governance 

and regulatory performance, The stud y concluded that corporate gl)Vernanc~ 

predi ct perfo rillance as well as regulatory performanc e, It is recolllillended that. 

regulalOrs should li'olll tillle to til1le. modil'y anci update th e corporate 

governance guidelines to meet the current trend or business flnci best practices, 
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CHAPTER ONE 

INTRODUCTION 

Focus ol"corporate governance in th e banking indu stry spec ifi ca ll y after 

the glohal fin ancial cri ses Iw s heen the ord er or the day, T he co llapse of' the 

linane ial institutions coupl edlV ith the bank fltilures and sca ndals werc link ed to 

bad corp ora te governance w hi ch bordered on ineffic ient compos iti on o r bOfll'Cl. 

is lies relat ed to transparency. inefTecti ve structure or the orga niza ti on and 

ullethical issues (Ha ll el'berg & Mark graL 20 I S: Martin & H errero. 2018), 

The banking hi story 01' Sub-Sa haran Afi·ica Iwd ex perienced its oll'n 

sh8l'e of the bi1nking cri ses w hi ch ca n be traced to poor co rp orat e govel'l1ance 

and the subsequent dctachclll ent of lll i1 nage lllent frol11 owners hip ha ve gi\'cn 

ri se to Illatters o l·accountability, co nnict or int crest an d to pro tec t the interest o r 

the uwners (Nwa ubani & O I'i ki1ri1, 2019), 

The estab li shillent of corporate governance princ ipl es nwke in vestors 

to be co nfid ent in corpontt ions i1 nd i1lso help fil'lll S to expand by attrac.ting both 

fo reign and 10ci1 1 in vestors, Prilllarily. before investors invest tht:'ir ci1pital in 

co III pa n ies. t hey are i Ilterested in corporat ions with strong corporme governa nce 

stru cture with the assulllPti on (hat it minimi zes potentii11 financial probl ems 

(Fooladi & Farhacli. 2017), 

T hi s stud y sceks to i1ddress these probl elll s by analysing corporate 

!.!.tlvernance, regulat ory cOlllpliance and performance o f banks in Suh Saharan 

Af'j'i ca and identifyi ng the challenges lor ensuring better governance standards, 
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Bac kground of th e Stud y 

T he stnl cllIre o f corpol"flte is a cruc inl issue that [tfrect the transparency 

and accountability in the banki ng sec tol·. Ba nk s are presum ed globall y as thc 

best econo mi c systcm due to its illl pact on th e c1evc lopIlH:nt and econo illi c 

growth. The aclopt ion of good co rpora te govcrn ance practi ces is th erefore very 

signi li ca ll[ to l'11SUre finnll cial stabilit v nnd gunrantee the stnkcho ld ers ri ght 

(A nasweh. 202 1) . 

Corpornte governnn ce I18S no un iversnll y acce pt ed definition. Corporat e 

governnll ce as delined by (Ga l·c in-Sa nchez & Ga l·cia - Mcca. 20 18) is th e systelll 

for estab li shing nn orgn ni sa ti on· s structure that seeks to nchieve the interest or 

shareho lders nnd the w ider cO llllllunity at large. Castelli n i nnd /\gye illang 

(20 12) also sought to exp lain corporate govern fl nce ns th e adopti on or poli cy 

in stru llle:nts in a Ii rill that is aimed ill ensuring an ef"fi cien t all ocati on of ca pital 

in accom pli shing thc ailll of" it s equity ho lders. successfu ll y cOlllpeting in the 

nH11·ket and ll1 <1x imi z ing the positi ve effec t on other stakeholders. while 

m itigat ing th e negn ti ve illlpact on the stakeholders. 

Corporat e governnnc e dcal s w ith rh e establi shm ent o r stru ctures. 

lIlechani slll s and processes that see to it that the corporati on is being managed 

anel controll ed in it Illan ner that ma ximizes shareholders va lue through 

accountabilit y or managemen t ns we ll as increas ing the performance llf bnnk s. 

There is a gradual shin agai nst the impl eillentation of rules thnt are cOlllpl ex 

since the globn l linancial cri ses. COlllplex rul es are detrilllentni and Icss 

cffect i ve (Haldnne & Mndouros. 2012). 

Okoye. Oloko),o. Okoh. Ezeji and Uzohue (2020) opined that adequnte 

and good corporate governance structure align w ith the going concern principle: 

2 
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o r bu siness and are criti cal req uirements of' sustainable growth and 

ci.;\'elopme nl. Stakl'ho lders such as government. creditors. suppl iers. 

cmployees. co nsu mers. shareho lders are co ntent when fi rm s are managed 

pro litably becausc their intcrest are consid ered when linlls genera tc ("nough 

en shfloll'S. 

Corporat e goverllanee In recent times has ensured that stakeh olders' 

legitimate and reasonable needs. in terests and ex pcctati ons arc taken into 

considerat ion in dec ision-making that is sustainable and inclusive. In urcil'r i"o r 

co mpanies and thei r stakeholder to be protec ted. thc regulat ory bod ies met out 

rul es and guidelines to do away w ith unethi ca l practices. hence the 

est:1bli shment of co rporat e govcrilance systems (Dzingai & Fakoya, 2017). 

So luni (20 14) st ressed tilat the world has ex peri cnced a number of' 

co rp oratc sca ndal and failu res over the last evera l dccades. SOl11e of the se 

well-known corporatc ca ndals are En rOll. Worldcom. and Ba rillgs. Che ll. SU Il. 

nml Xu (20 16) allestedto the lact that corporat e governance is very crucial to 

evcry firm andtilat it is as il11portallt as a firm s' bu sin ess plan. 

1\ COml)[l n~· II ith more than avel'a gc corp ora te govern ance is trallSpa rCJ1l 

in it s operati ons and ca n eas ily communi ca te w ith in vestors. thu s enab ling it to 

access the com petiti ve financial mark et on relatively f'avourable term s (O l11 oro. 

Ad uda. & Okiro. 2015). Ma nagers engage in activiti es that produce rewa rd s to 

th em rath cr than sharehold crs beca use or th eir self-interc l. Man,lgers l11 ay 

reson to the expansi on of the bu siness and neg lec t the pay mcJ1l of dividcnd 

because . ome managers are fond of managing large corporations evcn if the 

cxpanslon of such bu sinesses will to less prolit (Ogabo. Ogar. & Nuipoko. 

2021 ). 

3 
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Mana gers excess ive ly preoccupy their mind w ith increase in pa y. fat 

bonu sses nnd other substantial benefits. T hey therefore put in measures to 

improve ea rnings in ord er to qualiCv th em 10 enj oy the afo rementioned benefit :· . 

Directors who are ma nagers o r the firm are pri vy to inside in formati on about 

the com pany more than the slHlreho ld ers. hence they have the capa city li nd the 

abil ity to embark on inerfic ient i nvestment (F itza & T ihany i. 20 17). 

Mamatznki s nnd Ekrmpci (20 15) pos it that the e.\ iSlill g body of 

knowlcdge about bank s i rocused on vari ous lI spects o r corporate governancc 

and ad mi nistrati on. th e struc ture of the bOH rd. compensati ons o r executi ve in 

bank s. perk s. allowa nces paid to the senior executi ves. how co mpl ex operati ons 

al'c and how powerrulthe chief executi ve officer is. Accordin g to O li ck (20 15). 

the key a pects o i' corporate governa nce and ad mini strati on are the stru cture o r 

the board o i'd irec tors and il scommillee.t he proccsses anci procedu re s that guide 

the board. the hoard's independence. the aud iting aspect. and thc way and 

manner inforlnntion i d i. seminate I and di sc losed. 

T he code or best prac ti ces is mad e up of gui de lines and set o r 

rcco mlll cllCl atio n ~ co ncernin g corporate govcrnanee of fi rm s w hi ch is seen as a 

response to firm maladmini strati on and inerfi c ient governan ce . The codes. 

generall y. seeks to increase transparency and accountability of directors and 

enhances the protecti on o f shareho fd ers (Sicms & Alvarez-Macotela. 2017). 

The functi ons Hml the s t r u c tur l~ of th e bOHrd with it s spec inli Led boa rd 

co millitt ees lind the direc tors' duti es are addressed by the code . The 

reeo illm endati ons al so take into co nsid erati on the co mpensation scheilles. with 

specifi c empha sis on the size o r pay and its structure. incentives and bonu s 

progl'flillmes. functi oning of the reillunerati on comillillee and di sclosurc. 
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CorpOr<lte govern ance codes or best practi ces d icta tes that there should 

be equ al r ight o r all stake ho ld ers and standards or tran sparency are defined. 

Corporal<;' gowm a nce is seen as su pp lementary struetme wh ich enhances 

managelllent account<lb il ity <lnd Illinillli zes the agency conflic t. Bi stl"OlI'a and 

L:l cC (20 12) es tabli shed th<l t th e co mpliance is mea nt to <luglllent in vestors· tru st 

andllliti gmes the ri sk thm is link ed wit h a firlll ' s functi on. 

\.\I ith respect to b<lnkin g in sub-Sahar<ln AII·i ul. it ca n be tr<lcecl to th e 

pre-co lonial dales w here thel·e was domin<l nec o f fo rcien banks durin!.! the - -
pe ri od llf indcpcncknce of A li·i c<l n nation s. Thi s period was noted for 

governlll ent interventi on during the bankin g cr ises in 1980s <l nd 1990s. This 

cri sis was subscquentl y accompani ed by the pel·i od of' financia l liberali zati on 

and re fcmn s thm enabl ed pri vat e sector illVolve menl anci entry o f ic) rc ign banks 

(Bcck. (Jeo rg i<lti is & Straub. 20 14: O tcher.:: & Senbet. 2017 ). In addition to 

sur fac in g o r rri cH n banks by migin, the se eLOI· has al so in vo lved an importa nt 

cross -border cx pan sion w ithin th e Afric<ln continent (rvlec<lgni, iVI<l rchel1ini & 

Ma in o. 2015 ) . 

Jensen and M eck ling (1976) <lverred thm agency theory g ive rise to the 

separation or own er ~ hip frol11 Illanagement w hi ch is key in finn s world widc. 

W hencver agency problem become vast. co mpanies tend to Iwve poor 

per forman ce. Managemcnt of firms is ab le to generate personal benefit s that 

seek to sa ti s i~1 th eil· own interests rath er than the interests o r shareholders. The 

usc o r an erreelive anti enici ent mechani sm <lppcars to be among the most 

cru c ial mca ns for re so lving agency prob lems. Agency theory proposes that 

managers of bu sinesses are opportunist, which illlplies that they <let lo r their 

own interest at the ex pense of the shareholders which can be prevented b) 
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o J"J"ering good corporate govern ance measures othcrw ise it could.i eopard ize the 

econom ic we l fil re of the shnreholders (H asa n & Rahman, 2020) . 

I\IIwntata. 1\lluhoho and Macharia (2019) proposed thnt a wcll-l11anaged 

and prolicient arrangement 01" corpora te governancc wi ll mitigate c lashes 

among cl1 ntl"lliling and m inor it y investo r ' . /\ s proposed by Jensen and iVleckling 

( 1976). the princ ipal-agent problem ha prompted practiti oners and researchc:rs 

to cxa mine difrcrent methods and proced ures for red ucing conni ct 01" interest 

bctwcen prin cipa l nnd agent ~. A kcy method lor dcaling wit h the probkm 0 1" 

agcnc~ i :, to ca rcl llll~ adopt nllCl 1(111) implemcnt the b~'st practiecs oJ"corporatc 

governance. Somc researchers have tri cd to exp lain the c f Tecti venes~ oj" 

corporate govern ance practic es and their contribut ion to a cOl11pany's financia l 

performnnce. and mitigating d i ner-ent types oj" ri sk. espec ia l ly the risk 01" 

fina ncial di ::- tn: ss ( iVlanz:lIleq ue. Priegl) & i'vlerin o. 20 16: Udin. Khan & Javid . 

20 17: O tcng-Abay ie. /\i"li'all1 & rVlensn h. 20 18). 

According to the in stitutional theory. the qun li ty or the c.'\pla nation I"nr 

deviation fro m cor poratc governance principles is ex plained by the app li cation 

oj" the "comply or e.'\llain" princ ipl e. It is an essential aspect of establi hing 

corpor:llc tra nspa reney. I t govern s the a ppl ica ti on 0 f corporate governnn ce best 

practices. Such standnrds are cxa mplcs o f sc lf-regulati on on the pnrt of 

co mpanl e (I<oladkiewicz. 20 17). T he co mpl y or explain principle gUHra lll LTs 

company nexib il ity in the arca of corporate governance. where th e company 

ca n opt J"or the most sui tabl e so luti on. Th is mode o f Il exi bil it) is in support \\ ith 

the diversit) among linll s so that the exp lanati ons the firm s apply in thl.: li eld o j" 

corporate govcrnancc arc ascertained by their needs in the arca in qucstion . 
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I t should. ho\\'ever. be el11phasized thCll th e options chosen for firl11 s' 

operati ons should also be focused ut sa ti sfyi ng the needs or both shareholders 

nnd stak eholders. A cO l11pnny' s corpornt e governance stntel11 ent \\'hich contains 

rensons as to nny dev iations should be perceived as one oCthe l11ajor ac ti v iti~ s 

aimed at acquiring it clt:s il'ed leve l o J"a cceptan ce in the co mpany's governance 

sphere. The ca liber or ·tandard o f"th e statement determines it s leve l o J"approvil l 

al11 0ng shareholders nnd in vestol's and forl11 s the ba sis far the cO lllpilny to 

maintain it s legi tima cy (I(oladkiewicz. 2017). 

lhe pri mary benefit stem 111 ing r!"Olll app l ica t ion of co rporate go\'cmance 

code s li'olll Cl cO l11pany's view is the I11nintenance o rthe compa ny's current leve l 

0(" \'Cl lidity (Koladkiew icz. 20 17). Explaniltion s relil ted to non-ilppli ca ti on of 

a prin c ipl e or principles o f co rpora te govern ance as contained in il co rporate 

governance sta temcnt can al so be treil ted as Cl leg itima cy tactic used by 

companil's (S ~ i d l Sal1derson & Robens. 20 13 ). 

A cOl11pa ny ' s dec ision to take advilntage of the "explain" opti on Illil y 

potentially brin g greatel' benefit s tl1il1l the "comply"' option. f\ bilsic cO l1diti on 

1'01' thi s to be tru e is th e right quality o r the explanation prov ided by the 

CO I11Pillly . Full il nd cO l11prehensive information is undoubtedly the key to lI 'in 

the favour o f" shilreholclel's with rcgmd to ilct ions taken by the cOlllpany in the 

ilrea of orgilni zation as \\'e ll ilS reorgilnizHti on of it s eorporHle govcrnance 

systel11 (Luo & Sil lterio. 2014) . The bil sic ai 111 o f stak eho lders and shareholders 

i ' ilchieved i f sound governilnce exist in lirl11s. This gives clarit y ilnd 

just i licCll ion lor th~ stakehold er theory . I r firms ilre poorl y governed. it will yield 

to worse linancial performance (Ullah. Hashim. khan & Silli. 2017). 
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f\ kingul lOla_ Ol usegun and f\ ded ipe (20 13) po - it that per fo rmancc is 

de term ined by the env iron mcnt and wi thin whic h the bil nks function and 110 t 

necessar il y detc l"ll1ined by the input s alone. Rahman ilnd Ra na (2018) op ined 

that corporate govern ance fi'OIlithe perspec ti ve oC the bank ing industry focusses 

on how th e bu si ness fi nd it s ac ti vit ies are govern ed by thc board o l" dircc tors and 

managel11cn t . Rissy (202 1) averred that corporate govern ancc oC banks in less 

deve loped count ri es is o Cmuch co ncern for several reaso ns. Fi rst and foremost. 

ba nk s are highly do minated in the fi nancia l system o f less developed 

economics. Thc)' are also hi ghly important eng incs o r econom ic growth. 

Secondly . in 1\ li- ica . the linancialmarkel is not we ll developed. [Vfost co mpa nies 

rely on ba nk s for sources offi nance in most develop ing eco nomi es. 

Fu rthel'lllOre. bank s in deve lopi ng countr ies serve as the dcposit ory 1"01' 

the s<1v ings orthe cco nomy. f\ddi t io nall y . ma ny less developed countr ies havc 

loosened rest r ic t ions in their bfl nki ng system th rough pri vatizat ion and 

m in im iz ing thc ro le of economi c regulat ions. Evcntua ll y . management or 

ba nking in st itu t ions in deve lop ing economi es have liberali zed thei r banking 

system in terms o r how they run their banks. In effect. managers of banks in 

th esc va ri ous econom ics have obtaincd mu ch li'eedo m on how they run their 

bank s (Ra hman & Ra na, 20 18). 

Statc mcnt of the Problem 

D irec tors as w ell as ma nagel's 0 f oth er peopl e' s in vest ment can never 

ta ke account of money w ith the same ca ution as they would w ith their own 

in vestment (Za mry & Sya fin<1z. 20 19) . Due to the impact of co rporate 

governance in enhanc ing th e per formance o r compani es. mark et and the 

economy al large. wea k governance system has been made re ference to as one 
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o i'the signi [i ca llt lil ctors (O n~llre & 1( ' Obonvo. 20 I I) whi ch cOllu'ibutcs to bad 
~ , 

eco llomi c perform <lI ICe ill deve lllPi ng countl'ies, Poor eco nllmie perfc)I"Inall ce ill 

quite ;1 number or cl eve lopill g countri es w ith spec ific emphas is on Sub Sa haran 

A Ii'ica is link ed to poor govern allce as argued by Wodcl Bank, 

As a result of mi smanage ment whi ch ha ve been ex peri encecl 111 the 

banking sec tor spec ili ca lly bet lVeenlhe peri od o r 19805 alld 1990s, there was 

the need to adopt th e co rpo l'ate govern all ce codes fo r the banking sector in Sub 

Sahal"H n Aft'i ca, T he malad mini strati oll was as a result of Illanage l'ial and 

l\:ehni ca l inco mpetell ce of manage ment o r the company as we ll as un ethi ca l 

pra cti ces w hi ch hClppe n to be the Illnjol' co ncerns that cO I"JJorate govern ance 

codes seck to address (Abd ul ai, Ogunsnll wo, f\d eleke, & 0 1011'0. 2020) , T hi s 

asserti on is ill line w ith the pos ition o r A kingun oln. Adekunl e, and f\dedipc 

(20 13) who sought to assoc iate the co llapse o f'bank s in N igel' ia in the 1990s to 

lack or pm ress ional ethi cs , 

Recently , sO llle bank s In G hana encountel'ed so me liquidity and 

COI"por<tle go vernance problem s, Th ese banks were Cap ita l bank and UT bank, 

T he twu ba nk s dec lared in so l vency followi ng th eir i nabi I ity to turn arou nd th eir 

nega ti ve ca pital adequacy ratio, The Bank o r G hana also nullified the li censes 

or fi ve domesti c bank s, These banks were uniBank Ghana Limited, Royal Bank 

Limit ed, Sovereign Bank Limited Beige Ba nk Limited and Constructi on l3allk 

L imit ed , They had weak corporate governance ancl in surfi c ient cnp ital (Torku 

& Lary ca, 202 I ). 

Banks in other Sub-Saharan Africa ha ve also expericncccltheir share of 

coll apse, In N igeria . banks such as Societe G enerale Bank Ltd. SavannClh Bank 

1) lc. the A lpha Merchant Gank have collapsed, In K enya. bank s such as Capital 
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Finance Ltd. Trust Bank. Ca pital Finance Ltd. Co nso lidated Bnnk o f"K enya Ltd 

ha ve al so co l lapscd . T he co ll apse of these bank s lVas pl'imarily allributed to 

weak corporate governan ce pra cti ces (Taiwo. Babajide. & I sibo r. 2016). 

There is plethora o f" research ers w ho have evaluated the ei"i"ec t o r 

co rp orate governan ce stru cture on firm performance (iVI ichelherger 20 17 : Chou 

& Buchdab i: 201S. Haqu e & f\run. 2016: Lekaram 20 14). Thc result s were. 

Iwwever. inconc lusive . f\part fro III the results being inconclusive, none o f"them 

foc used on Sub S;11Hlran /IJrica n countri es that lorm ulatecl theil' co rp orate 

govern ance codes Ii'om OEeD principles or corporate govcrn ance IVhi ch is the 

internati onal benchmark of corpora te governa nce practices. 

~ad h ani. (20 15) esta hli shcd that corporate governan ce IS focused on 

how firill s impl ement governance mechani sms th l"Ough co mpliance .. Adherillg 

to regulali ons in term s of regulatory compliance that arc releva nt and accurate 

permits stakeho lders to eval uate holV managementll'ork s. T hi s leads to the leve l 

or tra nspal'eney conveyed by a firm (DelVaya nto. Rahmawati & Suhardjanto. 

::020). I1I.!)'o nd the corpmate govern,lnce and pel"iorillance 0 1' bank. the 

resea rcher int end s to estab l ish the relati onship between co rpor:lle govern ance 

fl nd regulatmy com pli ance of banks. Research on corporate governan ce on 

compliance is rare and grey, hence the sllldy intend s to address thi s gap by 

test ing w hether corporate governance predicts regulatory cOlllpliance of banks 

in Sub Sa haran A li·i ca. 

The positive elTects of foreign bank s are enhanced in countril"s \\ith 

good corporate governance. I n the same vein. countries with weak corporate 

governance suiTer Crom foreign bank asset weakness. The positive impact or 

assets of foreiQn banks is al so weakened in countries where corporate 
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governall ce is weak (K usi. Agbl oyor. Asongu & f\bor. 202 1) . Tunay and l'uksel 

(20 17) concluded that \\henevcr there is we ll built country-level co rpora te 

govern ance and st rong regulations. it posi ti vel y affects tile foreign banks in 

developing countries. "Vith respect to performance and effi eicncy. it is also 

estab li shed that domesti c bank s are less efficient <Ind profitable than loreign 

bank s (iVl uhanguzi. 2020). 

T he stu dy int end s to fill the gap in literatul'e by empl oy ing domesti c <Ind 

I"oreign hanks as model'a tor to ascert ain the moderatin g impa ct 0 1" foreign and 

domesti c bank s on the elTect between corporate govern ance and perlclI"Inance as 

\\e ll as corporate governance and regula to ry compliance . 

Purpose of the Study 

T he study sought to ascertain the elTect or co rp ora te governanc e. 

regu latory comp liance anei perform ance o i'bank s in Sub Sa haran A li·ica. 

Objectives of the Study 

Spec ifi ca ll y . th e stud y seeks to 

I. exami ne th e ellect oi'eorporate governance on perl"o rlnanee ol"ba nk s in 

Sub-Sa haran Afri cn 

2 . assess the effect of corporate governance on regulatory co mpliance of 

bank s in Sub Sa haran Africa. 

3 . examine the modera tion efrect of type of bank on the relat ionship 

between corporate governance and performance of bank s in Sub Saharan 

!\ li·ica. 
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-I , exam ine the moderati on effect o f type or bank on ihe rela ti onship 

betwee n corporate governance and regu latory co mpl iance in 'ub 

Sa haran fHrica, 

Rcscan:h 1I~' po thcscs 

H I,, : 130a rd size Ilil5 a significan t effcct w ith performance or ba nks II I Sub 

Sahara n f\ f'j'i ca , 

1-l lh: 130ard independence has a signifi cant relati onshi p w ith performancc or 

bank s in Sub Saha ran Afi' ica, 

I-I I,': T here is significan t cflect of'a udit committ ee on performancc of'ba nk s in 

Su b Sa haran A fi'ica , 

Hid: T here is signifi cant effect of board diversity on per fo rlll ance o f' banks in 

Sub Saharan 1\ fi·ica. 

I k-: Th er~ is signi licant relationship between Illanageria l ownership anc! 

pel' fo rm :1 nce orbank s in Sub Sa haran Afi' ica, 

I-I Ii': In stituti onal ownership has signifi ca nt erfec t wi th performan ce of bank s in 

Sub Sa haran /\li 'i ca, 

II I ~ : Ownership concentrat ion has a signifi cant relati onship wit h pe1'i01'111anCC 

of bank s in Sub Sa haran A f'rica. 

I-Ilu: Board size has a significant effec t on regulatory perfo rman cc of bank s in 

Sub Sahara n AtI'ica , 

H ~h : Board ind ependence has a signiri ca nt efrect on regul:1lory complian ce or 

bank s in Sub Sa haran f\ fi'ica , 

'·h.: A udit co mmittce has a signifi cant erfect on regulatory compliance orbanks 

ill Sub Sa hara 11 A fi'ica, 
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H ~d : Board diversity has a signifi cant effect on regulatory compliance of'bank s 

in Sub Saharan Afi·ica. 

H ~e: Managerial ow nership has a sign i ficant effect on regulatory cO l11pliance of 

ba nk s in Sub Sa haran A fi·ica. 

H ~r: Inst itutio nal O\\'ncrsh ip has a significant effect on regu latory cO lllpliance of 

bank s in Sub Sa hara n Al i·ica. 

H ~g: Ownership concentration ha s a signifi cant effect on regulatory cO lllpliance 

of' ban ks in Su b Sa haran A fri ca . 

H3,,: Type 01' bank sign ilican tl y Illoderates the relati ons hip betwee n board size 

<lnd perfo rillance 0[' ba nk s in Sub Sa haran Afri ca. 

1-131>: Type o f bank significantly Illoderates the relati onship between board 

independe nce and perfo rman ce o[,ba nk s in Sub Saharan f\['rica . 

11 .<,, : T ype of bank signifi ca ntl y moderates the re lati o n ~ hip betwee n audit 

Ct)llllll iltec and perf'Ol'lllanCe of bank s in Sub Saha ran Arrica. 

H3d: Type o f bank signili ca ntl y moderates th e rel ati onship between board 

diversity and performan ce o f bank s in Sub Sa haran Africa. 

H .. ,. : T y pe:: or bank significantl y moderat es the relationship between managerial 

e)\\ nership and perf'orm anee or banks in Sub Sn harnn A fi·i ca . 

H3( Type 0 f bank signi ficantl y moderat es the relntionsh ip be::t ween i nstitutiona I 

ownership and performan ce of banks in Sub Snharan Afi·ica. 

H3g: Type of bank significnntly llloderates the relati onship between ownership 

co ncentration nne! performnnce of bank s in Sub Saharan AfI·ica. 

I-k, Type o rbnnk moderate s the relationship bet\\een board size and regulatory 

cOlllplianee of banks in Sub Snhnran Africa. 

13 

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

Digitized by Sam Jonah Library



1-1 31>: Type or bank signi fi ca ntl y modera tes til e relat ionship between bO:l rd 

independence :l nd regul :l tory co nlpliance of'ba nks in Sub Sa haran f\ f·l·i c<1 . 

H3c : T y pe of bank signi fican tl y moderates the relati onship between audit 

co mminee and regulatory co mpl ia nce of ba nks in Sub Sa haran Africa. 

I-Li d: T y pe o r bank signi fi cant ly moderates th e relati onshi p between boa rd 

dil'ers ity and regu latory compli ance of ba nks in Sub Sa hara n f\f!·i ca . 

I-Lie: Type or ba nk signi li ca ntl y moderates the relationshi p betwee n aud it 

com mi tt ee flild regulatory complia nce o f'banks in ub Sa hara n /\fi· iea . 

H i!: Type of bank significantl y moderates the relat ion ship between manager ia l 

o\l nership allCl regu latOl'y co mpl iance o f'ba nk s in Sub Sa haran /\fi· ica . 

H.lg: Ty pe o f'ba nk signi fi ca nt ly moderates the relat ionship between institut ional 

ownershi p and regulal0ry compl iance of'ba nks in Sub Sa lwran Afi·ica. 

1-1.111: Ty pe of' ba nk signifi cantly moderates the relationshi p between ownership 

co nccnt rati on fmd regul atory comp li ance o r bank s in Sub Sflha r<1n Afr ica. 

Signifi cance o f' the Stud y 

The lindings of th is study present several im portant impli ca ti ons lor 

manage men t of orga ni sa ti ons based on the fi ndings or the stu dy. T he stu dy 

proposes some impli ca tions for ma nagement in l18 nd ling corpora te govern ance 

and its re lated issues. T hese impli ca tions are main ly based on the emp iri ca l 

fin dings establi shed on corporat e govern ance. regulatory eompli :l nce and 

performance o r bank s in Sub Sa haran Afri ca. There is an in ve rse relati oll ship 

bct\l ec n size o l'a board and per rOl' mance or bank s in Sub Sa haran A fri ca as it 

\I ns ITI'ea led in the result . Both retul'll on asset and net interest margin wcre 

co nsistent wi th the result. Practicall y . the outcome indi ca tes that maintaining a 

large sized board is detrimental to the performan ce o f' banks. 
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Thc ncg:lli v<: olitco ille illlp li es that keeping a large sizcd board wil l he 

unprod ucti w. Fro lll th t: result, increasi ng the nUlllber oraudit Illcillhers would 

not aillou nt to any significant pro fitability. Tact ically and practi ca lly. it is 

in stru cti ve to kee p a relati vt: low number by rely ing on directors who arc 

cO lllpetent [l nd hav ill g th e req ui site kn owled ge and experti se. f\ S part of 

contribution to th e age ncy theory. corpora te govern ance is ex pec tcd to result in 

in creased per i'cll'1llance or ban ks: howevcr. the agcnt. by virtue of' hi s acti v iti cs. 

tend s to Illax i111 ize thc economi c obj ec ti ves of the at the cx pensc o f the princ ipal. 

COI' por[l ti on owncl's be[ll' the consequc nces o f' ac tions taken by Illanagel·s. T he 

"ge nt Illa y not alw[l),s act in the interest o fthc principal cve n when both panies 

want to l11a x imi ze the bene lit whi ch consequently w ill impede the per fol'l11nnce 

o i'the corporation. 

Delimitation 

T he foc us 01' thi s study was on corporate goverllance. regulatOl'Y 

cO lllpl iance and perf'orlll ance of banks in Sub Sa haran A !'i·i ca. Data f'or th t: 

study was sourced li'o m th e annual report o l'the banks li'o lll th e co mpan)'s 

websit e and www.ali·ican financifl l.co l11 . T he datfl span 11'0111 20 11 to 2020. 

Th is wa the peri od II'here some bank s in the Sub Region coll flpsed and 

becam e def'un ct du e to weak corporate governance practices li'olll 

l11anagement. T here were relorm s and re vision of corpOl'flte governance 

codes within the period of the countri es under consideration . 

In as much as there is enough literi'lturc on how corpora te governance 

inllu encc performance. it is interesting to note thal. there wa s not enough 

literature on how corporate governflnce influences regulatory compliflnce in 

Sub Sahflran Af(' ica hence empirical literature on the subj ect is paltry. 
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TIl\; rero re. the li terJl~ IIT rev ie\\' IS limited to ava ilabl e relevan t e\' idenl: c 

w hich sll fli ces lo r the bll"ild-lip ' o f argu11lent s and analyses . The stud y wa s 

limited to the stud y of bank s in Sub Sa haran A ngl ophone ;-\II' ica n countri e . 

spec i fi ca ll y N iger ia. Ghana Kenya. Botswana and Ma la w i w here their 

co rporate govcI'nf11ll.:e. I'egulatory c011lpliance and perfo rm<llKe wcre 

exam ined. The de li11litati on. however. did IlO t havc any acl ve l'sc impac t on 

th e outC0 11l C o f the stud y. 

Limitation ortlle Stud y 

In spitc o l' its signi fica nt benefit s to acade illi c knowledge and poli cy. the 

stll dy is nor devoid 01' somc limi ta ti ons. Fi rstly . the stud y ndopted qU<1ntitnti ve 

method ns rcsenrch ap proac h. There should have been so me illtervi ew questi ons 

to th e board nnd m ana gemellt o rthe banks to ex plain so me o rthe rensons to the 

quantitative I·es lllt , . A n ntrempt was Illad e by th e resea rcher by conta cting all 

th e bJnk s t hrollgh eilla i I fo r a poss i ble interv iew through zoom. Though. so me 

o r them acknow ledged re<.:e ipt o f the message. cooperating wi th the resea rcher 

lor the poss ibl e interv iew was quite pro bl emati c. The covid era <.:ol li d ha ve been 

the poss ibl e excuse for not respond ing ro my request lo r the intervi ew. 

Definition ofTel'ms . 

This stud y used some key varinbles nndterms. Below nre the definitions of so me 

o f th e va riabl es and key terms used in the context of' thi s study. 

I. COI"jJo rCtlr! gon'm allce : I t is the system 0 f rul es. pract ices and processes 

by which companies are governed 

2. illSlillflio llu/ (l 11 'lIer.\": It refers to the ownership stake in a company that 

is held by lrirge financial orgnnisations. pension funds and endowments 
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3 . Ne l illleresllI/{{/"g ill: It represent the rat io oCthe net interest income to 

the avera~e en rning assets - -
q . /?egll/(ffo /"l" c(} lIIjili(/llce : It IS an organiza ti on ndheren ce to laws. 

regulation. guid elines and specifi cati ons relevant to it s bu siness 

processes. 

5. Reillm UII (/sse / : It signifi es how a good a co mpany is In generating 

return s from th eir economi c resourc es or asset 

Organisation 01" the s tudy 

Thi s stucl y was mad e up of eight chnpters. Introdu cti on nncl background 

o rthe study was dea lt w ith in C hapter One. C hapter T wo di scussed the vari ous 

th eori es und erpinning th e sllldy and how they are related and linkcd to the 

obj ecti vcs. C hapter T hree concentrated on the empiri cal rev iew as we ll as the 

conceptua I I'm mework. Cha pter F ou r covered the rev i ew 0 I' related concepts 

employ ed in the stud y. Research methods wa s cnptured in C hnpter Fi ve w hi ch 

loc used on how dnta was co ll ected. Chapter Six dea lt with the presentati on o f" 

th e I·csults and di scu ssion ba sed one the first two obj ecti ves. Presentation and 

di scu ss ion o f"result s o f"th e third and fourth obj ectives w ere captured in Chapter 

Seven. Finall y . C hapter Eight covered the summary, conclu sion and 

recorllm cndat ion. 

Chapter SUlllmary 

T his chapter focu sed on the background of the study. The statement of the 

problem wa s duly dcfined. Based on the statement of the problem. research 

objectives w ere deduced with its corresponciing hypotheses. The delimitation 

17 

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

Digitized by Sam Jonah Library



il nd limitations of the study were eSlilblished. The signifi ca nct' and the 

orga nizat ion or the study were also dea lt with. 
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CHAPTER TWO 

THEORETICAL REVIE\V 

In I rod lIel ion 

The substan tive ISS LI es that an se from corporate govern ance. 

cO lllpliance. il nd perfo rmil nce of banks in Sub Silhanlll Banks were reviewed in 

thi s chil pter. The chapter thus considers th e va ri oll s theo ri es th il t support the 

study ilnd their app li ca ti on relative to the obj ectives o f the stu dy. Ach illl and 

Borl eil (20 13) eSl<lb li shed that the concept and un derstanding o f co rporate 

gover nance Cil nnot be subj ected to a single th eory. hence rescil rchcrs are 

cncouraged to adopt and apply a co mbinati on o r the corponl te govenlil nce 

theor ies. 

A"cncY T hco ry '=' .' • 

The sllldy of corpora te governance led Yusofr and Alhaj i (2012) to 

conc lude that age ncy theory WilS the dominant theory that evo lved in to 

stakeholde r th eory. resource dependent theory. stewil rd ship th eo ry, stelv[lrdsilip 

theory a nd soc ial contract theo ry. Borl eil and Ac him (2013) also argued that 

co rporate go vernance theori es were embedded in the agency theory. which was 

later triln sla ted into stnkeholder theory, stewardship theory and further 

de ve loped into the theori es of" resource dependence. political. ethics. 

inforl11ati on as) mlll etry. lnlnsac ti on cost th eory and efliciellt mark eb. 

A number o fr esearchers have been in spired to stud y agency theory since 

Adams Smith (1776) iden ti tied the existence of the agency problem (Zogning. 

20 17). Sm ith ( 1776) addressed in hi s book 'The Weillth of Nation' that 

individuals or persons who work in an organization and happen not to be the 

rea l owners of the ol·ganiza tion, may not wo rk for the owners' interest. rut 
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di frerentl y , the interest of the empl oyees and the real owners o rthe organi za tion 

would be at variance, Berle and [\/l ea ns (1932) advanced thi s arguillent and 

criti cnll) explored the ownership struclllre of the vast firms of the United StMC 

of A meri ca Hnd found that owners of the orga insa ti on hire the serv ices orage nts 

to cont l"O l the vast firms and ca rry the day-to-day bu siness acti v iti es or 

opera ti ons, They remarked that the assets of the organizati on w ill be used in the 

in terest l) rthe agent s, :It the expense or th e principal Hndthi s w ill lxing about 

conili et that w ill e,\i st between the two parties, 

Jensen and Meckli ng ( 1976) also sought to give new direction about the 

agency relati onships by linkin g and app ly in g them to sO llle beha vio ral aspec ts 

in relat i on to orga n i sa ti ona I III a nagement. T he agency theory proposes that 

shareho lders (princ ipa ls) own the compani es but are not in contro l o i" operating 

acti v i ti es on a da il y bH sis, A s a result ol' thi s, the principallllHndates 0 1' delegates 

the agent s (directOl's) to mak e dec isions and co ntrol th e opel'mion of the 

orga ni za ti on, There remains an instance where the directo rs act on their own 

perso n:ll interest \I h ich adverse ly a ffect the princi pal du e to the segrega ti on of 

duty between ownership and contro l and the difference o f" interest between tlte 

principal and the agents ( Dao & Tran, 2017), 

In ord er to miti ga te the prob lem of agency, Jen sen and Meckling (1976) 

and Fama :lnd Jensen (1983) averred that a ' nexus' of optimal contracts nceded 

to bc estnbli shed between th e Illanagel's and the sharehold ers of th e COll1piln)', 

These supposed contracts, which are also referred to "internal rule s of the 

game--, basicall y spc ll out the duties and right of"the Illanagers in the firm, how 

they are evaluated in terms of performance criteria, Performance of firl1l s in a 

manner that reduces cost and embrace maxil1lum efliciencies is thc hallmark 
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and the expected out come of agency theory (Corbena & Sa Ivato. 2004: F<lm<l . 

1(80). 

Agency problem s and costs are created w hen there is separatio n 

between Cl wncrshi p and ma nagemcnt (E isenhardt. 198 1): Lee & ONeill . 2003 : 

K nrra . Tracc) . & Phill ips. 2006 : Wassenllnn. 2006). In ngenc), theory. nuthorit ) 

is g ive n to the age nts by the prineip<ll. T he <lgents are then ex pected to nc t in the 

best intel-ests of" the owners (Ross. 1973: \Vi semnn et nl. . 20 12) . Probl em or 

age ncy occurs \\' hcn the i ntere st or the principal nnd the ngents nre nt vnr inncl' 

and the princ ipal have inadeq uate or litt le inlo rmati onto indcpe ndentl y eva luate 

the bchn v iour o l"the agents (Karra et al .. 2006). 

The two mn in form s 0 r ngency prob lem are ad verse se lect ion and Illora I 

hazard (C hri smnn et al .. 2004). W hen agents fail to npp ly e f"lo n in the course 

ol"tht'ir CI11 pl o), l11 cnt relnti on<; i1ip n Illoralll<l za rd is sa id to h<lve occurred (Ross. 

1(73). T h is normflil y lead s to fi'ee-rid i ng and sh irk i ng ( Karra et a I .. 2006) . Wh en 

ngent s do not possess the necessary ski ll s to act professionall y in the scope of 

the empl oy ment relati onship. ad verse se lecti on is sa id to have occurred (Schulze 

et al .. 200 I). 

It i nssumed thm the mode l of man is the und crl y ing assumpti on or 

agency theory (Dnvi s ct fl l .. 1997: Jensen & Meckling. 1976). As fl result. the 

model takes into flccount the fact that people will seek to increase their 011' 11 

satis lact ion or uti lity. The se rvices of ngents flrc hired to ma ximi ze the wealth 

01" the principal (Ross. I (73). It is important to stflte that fl genc), theory. 

however. envisages that agcnt s will fl l so put up an opportunistic beh<lviour 

beca use their personal interest is also pflramount to them . The principfll. 
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therel·ore. designs mec hanisms to mitigate losses that might be ca ll sed by thc 

age nts. according to Jen en and Meckling ( 1976) . 

Agency theory is a leading theoreti ca l fj'a mework in co rporate 

governanc e. It is we ll known beca ll se of two distinct featllres (Da il y. Da lton & 

C<ln ncll<l . 20(3). Firstly. it is easier due to th e lact th " t it cl"ss ifies vast 

orga ni s"tions to two groups of p"rlicipants. spec ifi ca ll y managers and 

shmeholdcr w hose oppos ing int t:rest are establi shed or delined. The t:cond 

"ssu mpt ion is that it pOrlr"ys hllman beings to be se ll"-ce ntered and lor th" t 

malleI' every rnti onnl perso n will pll l'sue hi s own personal interest. 

T he segregn ti on of ownt:rship II'om manage ment normall y can result in 

decis ion s by man"ger ' that m"y not augment the wea lth of the slwreholcler. T hi s 

is due to the fact th"t the agents possess some knowleclgt:. expertise coupled 

wi th their experi ence w hi ch they use to bcnclit themselves and not net.:essarily . 

the pri nc i pH I s. From th e perspcct i ve tl r (.I enSc n 8:. M eck ling. 1976) a mOil i tori ng 

system shoul d be put in place in ord er to protect thc interest of the shareholder. 

In th e narrati ve " bove. the agency problem is how to monitor thc agent in ord er 

to make surc it is "cting in the pri ncip"ls' illleresl. This in the v iew o l"Shl eifer 

and Vishny ( 1997) which give ri se to "ge ncy costs. monitor ing co ts and mak ing 

SlIl'e age nt · are di sc iplined in order to minimize abuses. 

Agency costs is defined by Jensen and Meckling (197 6) " s the 

mea ures put in place by the princ ipal ro mitigate the divergent operat ions o f 

the agents. making sure that the expenditure of the agents is bonded whi ch 

scrves as a ya rd stick that some decisions of the agents will not injurc the 0 \\ ners 

and to compensa te principal if any of such acti on arise . Corporati ons with an 

organizational structure whereby ownership and control are separated between 
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owners and agen ts al'e 11 0t unco millon. The principal s who are known to be the 

owners hire th e a~e lll s \\' ho are knownlO be the mana Gers to til ke control o f the - ~ 

firlll il nd run the firlll in the interest of th e principal. The agents would be 

cO lll pensated fO I' their effort and competence they bring on boa rd , spec ifi ca ll y 

in the r0 l"l11 01" sa lari es and bonuses (ivlarashde h. 2014). 

Q u itc a nUIll ber 0 r stud i es ha ve exa III i ned thc ga i ns C1I" i si ng fi'OITl con 1"1 i cts 

be tm;:en d ispersed sharehold ers and power llil milna gers w hen th e manage illent 

stru cture changes. T here is ev idence or result s thil t dep icts that cll illpany needs 

to do away w ith in effic iencies in an orga ni za ti on and put up a system that pl'otect 

slw reholders ' wca lth . SlulI'eho lder generall y lind it di fTicult to super vise the 

activ iti es or th e managers regulal"i y hence unab le to appreciate the situati ons 

und el"i y ing most bu siness decisions. fOI' in sta nce, it is the expectation of 

shareholders to rece ive filt d i v idend payouts and substantial increase in capital 

sh'lI·e. U nlortunately . Illanagel's who have access to info rmati on on th e state of 

<1 fT<1 il's o f" the linll Illay lVant to reinvest substantial aillount or the pl'ofi t to 

purcha se morc asscts or develop a technology (I'hal"l11 & Nguycn. 2020) 

This generates to din'erent I'i sk perspec tives and bu siness obj ecti ves. 

This di sagreement betlVeen principals and agents can lead to ineffi c iencies and 

ca n ca use a lot o f losses for th e firm. In most of the situati on, managers seek to 

in crease their wea lth which result to deci sion Illaking conflict and ethical ri sk. 

In ord er to Illinimi ze these unfortunate conflicts, shareho lders ollght to routin ely 

observe and Illonitor the actions of the agents by instituting unambiguous 

corporate policy . To reduce these conflicts, shareholders should observe and 

monitor actions of Illanagers through ef'i"ec tive cOllllllunication and solid 
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co rporate poli c). i3a sica ll y. a system of legi slati on should be put in pla ce to 

improve the cO lllrol or thc principal over age nt s (l'h;lI'Il1 & \JguYl.! n. 2020). 

Linking the objecti ve of the stud y to the agency th eory_ it is expected 

that co rpora te governa nce mechani sms will lead to performance of banks. 

howcver. with respect to age ncy theory, the agent s. with their act ion . tend s to 

increasc th ei r own el:ono mic intercst at the cx pcn 'e of th e owners oCt he linlls. 

I\ gen ts take acti ons \\ hose and effects o f these actions arc unfortunately borne 

by owners o r th e corpora ti on. In rea lit y. the age nts will a lways \\alll to 

max imi ze their wea lt h which eventua lly leads to agency problem and thereby 

impedes the performance or the corporation. I rthe managers of the linn become 

se lf-cen tered. in the long run it af'l'ects the perfo rman ce of the linll s adverse ly. 

f\gency theory therefo re und erpi ns objecti ve one ancith ree orthe study. 

Stakeholder Theor~' 

Freeman ( 1984) avclTed that the purpose o f' sta kehold er theory was 

lll ai nl y initiated to ici entify. anal yse and develop and lll anage strong 

coordination among shareholders. Stakchold er appeals to \\ ider stakc holders as 

cOlllparedto agency theory. The ccntral idea of the agency theory is to maxilllise 

the weal th of the shareholders whi ch is a key req uirement wherea s the 

stakeholder theory appcals to groups. The co ncentration now is to ma ximi se the 

wealth of'the shal'ehold er whilst at the same period focus on other stakelwltlcrs 

o i'the co mpany whosc ac ti viti es directly and indirectly afrec t the perf'ormnnce 

orthe com pany. 

Jensen (200 I) explained that stakeholder theory ha s gaincd root in 

corporate governance theory beca use of the fa ct that it is associated with \\ ider 

aucii cnee. Thc theory pos it s that the success ora firm cannot only be attributed 
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to sh:t reholclers' wenl th . T ruth is, there are qui tc a number o f stakeho ld ers \\' ho 

cO lllr ibute to the linn bcsidc the shardlOlders. The se stakcho lders are 

customers. cmploYi:es. env ironm entalist. credi tors. supp l iers. linancial 

instituti ons. governments etc. In ord er for a firlll to be suceess rul. Fre<': lllan 

( 1984) indica ted that finns mu st try as much as poss ibl e to sa ti sfy both the 

owners ns II·ell as nil th e stak ehold ers. 

The traditi onal deliniti on ora qakeho ld er accordin g to Freema n ( 198-1) 

is nn in dividua l or group who is one way or th e other innuencecl by the success 

of the orgainsation's aim. The redefinition of the organi za ti on was bn sed on the 

idca or the stakeho ld er theo l·Y. Friedman. iVli y:tkc. Codey. Young. DeFrics nnd 

llell itt. (2006) proposed that orga niza ti on hould be seen as c lass of 

stnk eholck rs and thc obj ec ti ve o r th e organ iza ti on shoul d be concentra ted on 

how the interes t and needs of the stak eholders shoul d be managed. Stakeholder 

theory prov ides a lI'ider and a bronder perspective on corporate govern ance as 

compa red to agcncy theory. It th erefore en hances better fi nn performance Ii'om 

co rp orate governance perspect i ve. 

Solomon (2004) suggested thaI stakeho ld er theory is usuall y co nnccted 

to or linked to vast corpora tion where they operate in soc iety. hence the impact 

of firm s is so persuasive to th c ex tent they fulfil certain ob li gation to many more 

sec tors of the soc iety and not necessari ly to shareho lders. T aking int o 

co nsideration the l:ac t that internal stakeholders are the conduit s to external 

groups. manng<.: mcilt of corporat ion should be proac tive and responsivc to the 

cxternal environment. Put differently . the executives Illu st act as "corporate 

spokesperson. political and socia l participant and manager o f the human 

resources of the firm". 
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In the context of\\'ider environmental impacts and interdcpcnd cncics or 

organi sa ti ons \\·ith stakeholders fi·om internal and external. stakeholder theory 

is . pec ifically relevant to lonllulating and implementing enough governance 

po li cies and systems (C hri stop her. 20 I 0). Stakeholders \\'ho arc privilcge to 

ha ve acce s 10 resources are critica l to the f"irm Hndthey have external cOnlrol. 

For instance. capiwl ca n be pro ided by stockholders. material kl1l)w lcdg<: can 

b<: provided by suppli ers. infra stru cture ca n be provided by 10CH I communiti es, 

kno\\ ledge and loya lt )' ca n be prov idcd by cmp loyee and mHnager. positive 

lI·ol·d o r mouth and loya Ity ca n a Iso be prov ided by Cll stLl lll crs. Stakeholder 

possess th <:sc imponal1l orga ni smional resources w hi ch give them potential 

au thority over the orga ni za ti on hcnce th ere hould be a good r<:i nti onship 

between the firm and it s wkeholclers ( I(o lk & Pinkse, 2006). 

Freeman and Philips (2002) sought to give reorienlation or 

stakeholders' theory andtri edlo debunk the asserti on that thc takeholder theory 

<:mflnate · li'Olll the soc iali st world vielV. Philips. Frecman and 'Ni cks (2003) 

have al so debunkcd the mi sconcep ti ons on beliefs that stake ho lder the ll l")' 

shou ld be sub jec ted to amendment to laws and tor that matter the theory gives 

roo lll for management to be opportuni stic . T hey al so rebuked the asserti on made 

by Sundaram and Inkpen (2004) that stakeholder'S theory does not embrace 

entrepreneurial risk taking and thereby worsen corporate governance practi ces. 

Stakeholders bear greater risk in their investment in an organi zflI ion than 

employees are the major objection to the AnglO-American model or corporate 

governance (Ghoshal. 2005: Chahed & Miiller. 2008). The worth in a firm's 

producti on with respect to rcsources emanates /I'om di frcrent stakeholders. 

Shareholders for instance provide financial capital while cmpll)yees also 
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contribute th eir hUlllan cap ital. The argument now beco illes simplifi ed and the 

questi on is, resources need to be co mbined by both shareholders and cmpl oyees 

i"or the purposes of val ue crea ti on, I n that co ntex!. w hy should th e va luc 

di stributi on only f;\vour the shareh olders? 

Danl()rd et al. (2007) were o r th e view that it is IllOl'e ciiflicult fo r 

eillployees to linci a new j ob than fo r shareholders to se ll their stocks. Put 

di fTel'cn tl y, shareh olciers or a company ca rry less ri sk s than employees 0 1' <l 

cO lllp<lny. A dditionall y , employees bring on b01ml th eir know lecige, 

cO lll pctt' nce anci skill s w hi ch <l l'e more v ital as compared ( 0 (he cn pital 

co ntri buted by shareho lci crs. 

Q uite a number oi'stucii es refutes th e stakeho ldel' th eo ry nllci co nclucies 

thnt it i not we ll f'oun decl and grounded (Chi ld & M(lrcoux, 1999 : Cragg, 2002) 

and 1'0 1' thn t m(\(ter directors do not hnve nccess to inform(\(i on on ethi ca l 

princ iples <lnd the natuJ'[\1 enviro nment (Orts & Stl'lldl er. 2002: I' lumber, 2002) . 

O rb and Strudl er (2002) opine th(\( stnkeholder th eory is constraint'Ci by its 

eo ncen tr<lti on on th e interest o f' human in vo lvement s in the organi za ti on. 

I-lumber (2002) <lverred thnt orga ni zat ional desire to develop a spec ial moral 

th eory to be used in the orga ni sn ti ons is not f'e(ls ibl e nnd hence should des ist 

li'om that (Hen th & Norman, 200 LI: Sundnram & Inkpen, 2004). 

In th e v iell' 01' Jensen (2002), stak ehold er theory centers on the 

jurisdi cti on ol'cerlain individual who intends to use the organisation ' S resources 

fa r their own use. Ca rroll and Ca rson (2003) suggest that stakeholders theory 

requires a restriction that permit s management to respec t their proi'essional 

obligations that they owe to employees, Frederick (1998) asserts that 

sta keholder th eory is theoretically mined out and produces currently Ill!W 
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theoretical significaJ1l insight which contrad icts other schola rs who di sa g.ree that 

th e stak eholder theo ry is und ertheo rized and under resea rched (S tone), & 

'vVinstHnl ey. ~OO I) . 

f\ num ber o f re searchers al so scold s the theory for concentratin g on a 

broader domain (Weaver. Trevino & Coc hran. 1999) and lo r rely ing on fa lse 

impression concerning the nalllre or the orga ni za ti on and thc var ious 

stakc ho ld er groups. Phillip (2003) posit s thnt the ba sic problem or stak eholder 

theory is try in g to ju s tif~' why mann gement should concentrate on stakehold ers 

aki n to thc.ju stili cnt ion for maximiz ing shart'ho ld ers wealth . There should be a 

moral argum en t in relati on to the justifi ca ti on for max imiz ing slul reho lckrs 

\\''':<1 It h . 

. kn sen (200 I ) al'gues lor the suppon o f max imizn tion o r val uc lo r 

stakeholder theory. spec ify ing that an orga ni za ti on cannot increase valu e if it 

hun s away from the in te res t of its stakeholders. He stated that the massive 

prnb lem that corpora te boards and management encountcr nscenaining the 

trad e-o rr bet\\ een the illlere. ts of its stakehold er groups and the cO ll1pa n ~"s 

object i vcs. Ma nagers are entreated to rak e decisions by tnk i ng into considerat ion 

the stakeho lders o f the company. Managements find it di rficult to come out with 

a paniculnr stakeholder interest that wiliultill1Htely sati sfY the objecti ves o rthe 

linn as well as the iJ1lerest o r all its sta kehold ers. Thi s is because there no 

spec ific interest orall the stakeholder groups. 

Jenseng (200 I) averred that with respect to the stakeholder theory. there 

is even compdition that exi sts between the individual groups and each other's 

interest. The managers are no\\' compelled to adopt a theory that makes it 

extremely unrealistic to make any meaningful decision. In as much as 
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mana ge ment makes an errort in term s of meeting the asp irati ons o r different 

stakeho lders. the stakeho lder theory ca n make it dirfi cult fo r managemeillto be 

unaccountable for their decisions and act ions. 

Stilkeho lcl er th eory CH n bl'eed the culture o f' Illana ge l's being 

unaccountable 1'01' their acti ons as they try to accomilloda te the needs o r muny 

stakeholders' interests. The se lr-interest or manilgers and d irectors may be 

para mount in their acti ons and dec ision s (Sternberg. 2004) . The centra l id ea in 

relati on to stakcholder theory 'hould be ba sed on w hat the co mpan ics are meant 

fo r. A re the compani es in ex istence 1'01' the purposes o f mak in g money or they 

have a bigge r anci w ider ro le') 

T he need s or the sharelw lders an ci st8kehold ers should clem ly be 

estab li shed. So me scholars o r st8ke ho lder theory l18 ve suggested th at th e th eory 

prov id es un pr in cipled and unethi c8 1 directors w ith 8 nim sy excuse and act in 

their own perso nal int erests. Thi s unfortunate ly leads to the resu rrecti on of the 

agency problem s that the max imi zati on o f the shareho lder wea lth sought to 

~o l vc. Direc tors 11'110 al'c se l f centred could easil y take adva ntage by acting in 

their own personal int erest andillake it see m as i f their ac tion s directl y benefi t 

the stakeho ld er groups (IVlarcolix. 2000). 

LinkinQ the objecti ve o f"this study to the stak ehol der theory can best bc 
~ . 

exp laincd by Ha snas ( 1998) who averred that the th eo l'Y aplk'als to peoples' 

111 0ral intuitions and lor that matter bu siness is much more than the finan c ial 

relati onship between the orga ni sations and it s shareholders. Stakeholder theory 

therefore underpin s objective one and three of the stud y 

29 

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

Digitized by Sam Jonah Library



Institlltional Theory 

Sc holars and resea rchers such as (Meyer & Rowa n. 1(77) propounded 

thc instillitional theory . They averred that the rOrlnal structure dcvelopment is 

highly inlluenced by the env ironillent. There ca n be leg itimacy of any structure 

that is innova ti on dri ven in an organizat ion .. Any time, Ot"ganisatiC1nal actol's 

refu se to accept innovation w hi ch becomes leg itilllized, it leads to irrati onal and 

ncg ligent percepti on of behavi our. 

Ironically . there are C1rgani sa ti ons that acquire a slnl ctur<ll rorm that 

doe?n't necc 'sa ril y augme nt ertic iency ju st for the purposes or leg itimacy 

(iVlohamed, 20 17). The institution s are bas ica ll y systcms and niles that pCrIllit 

and limit the attitud e of the actors and nwke soc ial lire foreseeable and 

important. (Nllrt h. 19(0). Scott (2005) posits that in stituti ons are soc ial 

stru ct ures that ha ve acco mpli shcd a hi gh leve l o rresili ence. Cultural-cogniti ve. 

norm at ivc and regulative elements co nstitute an in stitution and in conjunct ion 

w ith associa ted ac ti vit ies define meani ng for soc ial life and sta bilit y . 

from the internati onal arena to local interpersonal relationships. they 

r'ulH.:ti on ill var ious Icve ls. Institutions I'cpresent stability by definiti on, but arc 

su bject ( 0 incremental and discontinuous processes o fchan gc. lnstitutions wcre 

descr ib<.:d by Johansson (2002) as system s ba sed on fo rmal or informal rulc s 

thar prohibit. contro l or support soc ial behavior. North (1990) is bcst known for 

thc most concise c:-.: planation or in stitution . In hi s vi<.:w, institution s arc 

composed of formal and informal struclllres, where the ["ormal stru cturcs consist 

or rules and the informal structures consist of conventions and codes or 

behavi or. In stitutions serve as motivation for a particular direction for the 

purposes o f creating a stab le structurc that promote efficiency in interactions 

\I ith humans by minimizing tr<lnsaetion and uncertainty cost. 
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There is the creation o f struclllre and ord er by linking the aeti\'iti es and 

expect<lti ons o f individual within iI soc iety. A s perceptions and und erstandings 

arc impli c it. interacti ons are more coherent since th ey don't need to be 

negot iat ed or ex plained. i\ ccording to Bu sh (1994) institutions assist 

coord inati on o Cactiviti es between clirrel'ent actors in society without the esse nce 

for ce ntralizati on, a lthough thel'e is limitation on what actors do. /\ ccordin" to - ~ 

one sc hoo l of thought, in st ituti ons effect ively determine the actions of 

in d iv id ual s. /\ ccording to them. instituti ons d\!termi ne power and prelc rences in 

s()c iety. Fun hel"lllOre. institutions ex plain how people interpret th e actions o f 

others b<lsed on shared meanings and cogniti ve fram es. (Fligstein. 200 I ) . 

Changing in stituti ons are quite diflicult beca use they are mea nt 

primaril y to shape the exact cho ices individual make in an attempt to changing 

them ( Hall & Tay lor. I (96). I nstituti ons are flilldamenrall y mea nt to prov ide 

reaso ns lor beh<lviour that arc contrary from instituti onali zed expectations in 

ord er for their legitimacy to be preserved . In stituti onal theory demonstrates th<lt 

the attitude of organi sations is influ enced by their in stitutional environment. 

They consist o rlhe organi zat ion 'S scope oC its actions. social conte., t and socia l 

relati onships through it s network (Doshi & Khokk. 20 12). 

Generall y . coercive mechanisms m e defined as pressure techniqu es 

aimed at aligning bu siness practices with soc iety 'S expectations. Mimetic 

practi ces refer to the process of conforming to cenain standards oCbehavior. It 

is the internalization of certain beliefs about the appropriateness or certain 

altitude that constitutes normative practices. Through institutional forces, 

agcnts' bcl iefs are ::11 igned wi th those oC socicta I norms. The sign i ficance 0 r sci f~ 

5eek ing i nei i vidua Is' mot ives in institllt iona I theory is crit icized. a nei rather. 
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in stilliti llna l l i l c t o r~ or pres ures that go beyond the in stituti onal boundaries an: 

studi ed ( Hofrman. 1(99) . Orga ni za tions are vi ewed as functi oning \\·ithin a 

sco pe of va lu es. assumpti ons ancl norms about what defi nes aeccplClble 

eco nomi c at t itude llJ" behaviour accOl"cl ing to in stituti onal th eory (O li vc r. 1(97). 

DiMaggio ( 1998) in dicated th at inst itu tiona lthcory focusses it s strength 

on orga ni sa ti onall ile that are decmedto be exteri Ol" ized and intersubjecti vc that 

no ac tor is ready to qu est ion them. DiMaggio ( 1988) pos its that as long as 

act ions are gu ided by norm s or expecta ti ons. actor in terest wil l have no 

inllucnce on the outco mc. In add iti on to regul:ltory and normat ivc aspects. 

Phillip <"md Ma lhot ra (200S) ment ioll(:d that in sliluti onal theory con tributed to 

manag ing orga ni za ti ona l resea rch in it cultural cogni ti ve aspect (Scot l. 2008). 

T he normati ve and regu lat ive pillnrs provide , tability by perlll i tting dev ian t 

behavior. Z ucker (1987) is or the opinion thnt sa nctions lIlay deinstitutiona lize 

a firm s· culture cogni ti ve pil lar. which makes the lim1 less obj e ti ve and 

imperso nal but they are v ital featllres of cogn iti ve instituti ons. 

Li nk in Q the ob jecti ve of th is sllIdy to the instituti onal theory. it can be - . 

inferred that thcse institution crea te stru ctures and system and estab li sh the 

appropriat c tiln eti onal guide lines and too ls that miti gate and shun n\\ay Ii·om 

unncccplClble corporat e beha vior. hence endorse acceptable corporate behavior 

(peters. 2000). Corporate governance also provides a mec hani sm thnt guicks 

beha viour and protects those who have invested their resources hence 

cOlllpliance to regulations is a key requisite ingred ient in corporate governanc e. 

In stilliti onal theory therefore underpin s objec tive two and lour of the stud y . 
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C hapter SUllImary 

The chapt er rev iewed all the th eori es underpinning thi s stud y and their 

relati onship w ith perrorman ce <lnd compliance , T he th cori es underpinning th e 

study were agency theory, stakehold er theory and instituti onal th eory , The 

agency theory t<ll ked <l boutthe relati onship that exi sts betwce nthe prin cip<l l and 

age nts o r <l bll siness and how the interl!st o l' the princ ipal nnd the ag<.:nt s are at 

vari ance, The slnkelwlcl er theory was meant to improve upon the nge ncy theory 

by invo l v ing o ther stnkeho lders, 

Stak eho lder lheory, however, concentrate on broa der stak ehold er' 5 

groups, M any lirm s <.: nd eavor to increa se shareho ld ers' \\ ea lth whil st at the 

Hme time focusing on range o r other stakeho lders who al so contribute to the 

success o f the firm , It is believed that the success or otherw ise or a bu siness 

dnes not onl y depend on the sh<lrehold ers bUI other stakeho ld ers wh o also pi a) 

their respec ti ve roles in the company, In stillit ionaltheory. in ef fec l , deal s with 

rul es. rcgul <l ti ons and sl fl ndard s o f w hich bu sinesses are encouraged to aelhcre 

to, 
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CIIAI'TER THREE 

EM PIRI CAL REVIEW AND CONCEPTUAL FRAMEWORK 

T hi s C hapter o r the stud y focuses on rev iew of empirica l stud ies that 

underp inned the study, lessons and issues that need to be assessed (i'01ll the 

eillp iri ca l rev iew as we ll as the conceptual fI'amework that support the study , 

The eillpiri cal rev iew wa s donc in ,'elation to the obj ectives o rthe stud y, 

Co rporat e govcrnance and performance of banks in S uh Saharan Africa 

How the cOIllPos iti on o r boa rd affects the perforillance o f depos it money 

tak ing in stitu ti ons in Sub Saha ran Afi"i ca (SSA) wa s assessed by NWilubani and 

Orika ra (20 19) , The object i ve sought to assess th e inJ-luence o r gender on 

pel"io rlll<ln ce . Return on assets and net int erest Illa'·g in were eillp loyed as the 

exp lain ed va "iabl es . Six Sub Sa haran countri es wcre used for the stud), 

co mpri sing o f twe lve banks fo r the peri od 2004 to 20 16. T hc study ,'evea led thil t 

wo men representa ti on did not contribute ll1u ch to performance oC the banks. The 

co rrelation usin g return on asse t andnct interest margi n was also nega ti ve and 

in significan t. T he study however eillpl oyed onl y twe lve bank s from six Sub 

Sa haran A ti'ica and the three -yea r period wa s also relative ly inacic:quate. 

Increas ing the number o r yea rs fi 'o lll three coul d have resulted in a Illore robu st 

ou tco me. 

A stud y by Dj ebali and Zaghdoudi (2020) analyzed the illlportance or 

internal governance for bank perforillan ce, Ten comillercial bank s li sted on thc 

Tu ni sian Stock Exchange wa s the source or the data. Generalised Method of 

M oment was used for the stlldy. Accordin g to the study , the corre lati on that 

existcd between the size of board (wei independent director was positive and 

signi !-icant. Th e study, however. eillployed on ly one performance mca sure (Net 
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interest income). O ther performance indicators could ha ve bcen added for the 

purptlScs ofcllillpar islln nnd thi s cou ld ha ve ultimat ely affected the outcome of 

the results. 

A n investigati on on how corporate goverllflilee affect ballk performance 

in Ghana was conducted by Gyamera h. Amo and Adomako (2020). Return on 

asset nnd return on eq uity were empl oyed as regressor variables. Twenty -one 

c\)mlllerc ial banks were gathered for the data. which spans the yea rs 2005 to 

20 15 . Regress ion estimati ng techniques were used to conduct the anal yses. T he 

results indica ted that having a large board of d irec tors had an adverse impact on 

per formance o r bnnk s. In addi tion. the independencc of a board had a st rong 

filvourable eflect on return on asset. T he sllld y however employed on ly one 

ownership truct ure v[Hinble in the study (Ioreign ownership). The study could 

have added o ther ownership va ri ab les in addit ion to the board cha racteri sti cs 

va riabl es in ord er to draw analy tical conclu sions. 

A study on ge nder diversity o f a boa rd and how it affects financial 

performance was evaluated by iVl an ~laga . i'Vluturi and O lu oc h (2020). Gender 

was empl oyed as expla natory va riabl e while return on eq uity was employed as 

explained \"Iriab le. T hirty -four commercia l banks were se lec ted for the peri od 

or 2008 to 2017. Causa l resea rch design was empl oyed for the study . It was 

revea led in th e result that gender diversity was a pred ictor of ROE with an 

inverse effec l. The study. however. was limited to only one performance 

measure w hi ch was rellirn on equity. For the purposes orinsightflri comparison. 

other performance variables should have been included in the model estimation. 

Chabachib. Irawan. Hersugondo. Hidayat. Pa111ungkas and Yppi (2020) 

assessed how corporate governance in Ouence perl'orilla nee () r ba n ks. 
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rVlanagerial ownership. independent direc tors. ind epend ent directors. size or 

board alld in stituti onal ownership were th e independ ent va r iab les. Data was 

sourced li'oll1 th e I ndonesia n Stock Exc hange in 20 18 which werL' 120 in 

Ilumber. T he analysis too l ell1pl oyed wa a path annlys is. T hc outcoll1e orthc 

results revea led that ll1a nager ial ownership. independent directors and the size 

of th e board were all predictors of perfor ll1ancc and the effec t was also pos iti v<.:. 

Institut ional o\\nersh ip was a pred ictor of per forll1a nce w ith all adverse cficcl. 

Palaniappan (20 17) exa ll1ined the struclllre of board o f director and 

tlH:i r financia l performance. Data emanated fi'o m 275 N [ -li sted co mpa ni es. 

T he data was co ll ccted betwee n 20 II and 20 15. The outcome variab les wc re 

ROA and ROE. Board size and board independence wcre cmployed as the 

ex plana tory va ri ab le. T he li ndings revea led thm board size was H pI'ed ietor or 

peril ll"lnan Ce (RO ;\ Hnd RO E) . T he study d id nol. however. empl oy any 

ownership structure va ri able in th e stud y. The sllldy was limited to onl y board 

struc ture va riabl es. Adding some ow nership stru cture varia bl e to the stu d) 

coul d have given a fi1 irly balanced and comprehensive findings. 

Pharm and N gu yen (2020) eva luated the innu ence of corporate 

govern ance on perf'ormance or bank li'om for the period 2013 to 201 7 in 

Vietnam. The rcsu lt revea led that larger board s increa se perf'or t11 anee with net 

interest mar!!i n. There was no signifi ca nt relati onship or board diversity and 

instituti onal ownership on perfor ll1ance. 

Bansal and Sharma (20 16) researched how corpora te governance 

inilu cnce perio rm ance 0 1' firm s. T he data f'or the work was obtained [i'om 

compani es li sted on NSE. Data span from 2004 to 2013. It was revea led ill the 

result that board size was a predictor of performance with a positive 
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relati onship . BOCl l'd ind ependence wa s a predictor of ROA with an in ve rse 

relati onshilJ T he stlld ' I . I . . . ) 10ll'eVei emp oyed onl y boa rd structure va ri ables. 

The influence of audit co mmittee on firm pedo rman ce in India was 

exa mined by AI -ahdal and Hashim (202 1). The data wa s made up o f' seventy-

four nOIl-linancial firm s spanning from 20 14 to 20 19. T he l"andom elTec t panel 

regre ss ion 11'<15 empl oyed for th e purposes ora nalyses. A udit commi tt ee was not 

a pl'ccli cto r of return on eq uity eve n though there was positi ve relationship. The 

six-yea r sa mpl e pcri od ll'as relatively small. Increas ing th e study per iod co uld 

have im pacted the outcome o rthe findings. 

i'vlohamed, A tim, Moe ljad i and Sumiati (20 19) analyzed thc influ ence 

o f' co rpor,lte govel'llHncc ami how it a f fec ts the va lu e o f IIl'In s. Independ ent 

variab les lo r the stud y were independent directors, instituti onal ownership and 

managerial ownershi p. T he depend ent va riabl e was RO E. Listed companies in 

Indonesia cO ll st itlltcd th c source o l'dat[1 for the stud y. The outcome o flhe result 

slloll'edthat in stitutional andmanagel'ial OIl nership wC I'e not predictors or linn 

va lu t'. Conversely, Independent directors were however predi ctors o j' 

perform ance. 

!\lloreno-Gomez. Lafu ente and Vaillant (2018) condu cted researc h on 

hoI\' "ende l' diversit\· aflec ts firms' peri'orman ce o f businesses in Co lumbia. 
;0> -

Return on asset I\as the finan cial performance va riabl e. The dntn lo r the study 

\\Ins obtained fi'om firm s in Co lombia. The period for the study spnn i'rom 2008 

to 20 15 . It was revea led in the result that gender diversity relates positively with 

pcrlcmnancc. 

A buClmsha (2021) exa mined how the structure of corporate governance 

affects the performance of firms listed on the Palestinian Stock Exchange. The 
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data 51)an from "'017 to ?O?O '1"1 . I ' . . - - -, le lesu ts we re estimated uSing thc panel data 

Ill ethod. The result s showed that 1l1anagerial ownership and ownership 

conceillra ti on relates positively and we re predictive of linan cial per I c)J'J 11 a nce, 

Putri. Manda la. Harahap. Adinur, Ahad ancl Hanggrae ni (202 1) 

a~ sessed how board dive l's it y affects pcrf'ormance of banks, Sta ti c and dynanlic 

n;~ l a ti o ll ship s WC I'e co nsidered fa r the stud y. The result s showed that board 

divers ity relates nega ti ve ly and was predic tor or perfor1l1ance. The independ ent 

va riables were however lilllit ed to only three variab les, Increas ing the 

independent var iabl es cou ld have arfec tcdt he outcoill e orthe result s, 

labr i. Ahillcd and 'v\la h (20 16) investi gall.:d the inllu ence of corpora tc 

gove rnance on linCi nc ial perf'or lllancc a ill ong Bursa Ma lays ia firlll s, Boa rd 

indepcndencc and boa rd sizc were thc study's exp lanatory va ri ab les , The 

exp lai ned va ri a bl es werc return on asset and return on eq uity, The sllldy was 

subjected to desc ripti ve and corrclational analyses, The result revea led that 

bOil l'd size lia s a l)1'ed ictllJ' of' returll on asset with a negat ive relationship . Boa l'd 

size was howevcr not a predictor to returIl on equity, Board indepe ndence was 

no! a pred ictor of perl'orillance. 

Kilic and Ku zey (20 16) in vesti gated boa rd characteri st ics or li sted 

co mpanies in Turkey estab li shed how boa rd diversity affects perforillance o f' 

cO lllpanles, Datil was sourced (i'O Ill li sted cO lllpani es in Turkey, Data fo r the 

study span (i'0 1ll 2008 to 2012. The resea rch was subjected to instruillental 

va riabl e reg ress ion, The result revea led that the inclu sion of wOlllen on the 

boa rd was positive and predictor of perf orilla nee, The stud y. hOIl'ever. loeuscd 

oilly on-board composition variables, 
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Foshto illi (2017) studied the ownership structure and value of the lin11. 

Study datn wn s compi led from 615 Tehran Stock Exchange companies. The 

pcriod for the st udy span from 20 I 0 to 20 14. The results showed that ownership 

concen trati ons do not pred ict returns 01 1 assets. In contrast. ownership 

co ncentrati on signifi cn ntly impa cted return on equity . 

Oudnl. H ezabr and Qeshta (202 1) examined the effect o f' olVnel· ship 

stru cture and ped l ll"ll1anCe of bank s in Bahrain. The study was subj ected to panel 

regress ion anal ys is. The data 1'01' th e peri od was 20 15 to 20 19. It was revea led 

in the findings that in stituti onal ownership pos itively and signi li cant ly impacted 

ret ul"Il on equity. 

The elrcc t ofcorporCil e governa nce on perCOl"lllanCC of'bani< s ill Paki stan 

was in vcs ti gMed by Ullah. A li and Mehmood (20 17). Data wa s co llec ted II'om 

th e I(arac hi Stoc k Excha ngc. The sa mple size for the stud y was 1114 non

linil nciil l firlll s. T he resul ts indicilted thil t Illilnilgerial and oWllership 

co ncentrati on had (In in verse rela ti onship with perforlllance o f Ii I"Il IS. 

A rth a. l3ahri. Sari. Sa l' i and Manurung (2021) deterlllined the elTeet of 

in stituti onal ownership on perfOl"lllanCe of banks. The stud y used quantitative 

methods and linear regression analys is The resea rch was subj ec ted to 

quantitative methods and the estimation was linear regress ion. From the 

analyses of't hc re sults. in stitutional ownership \\"CI S not a predictor o f RO!\ and 

ROE. The stud v employed only one independent variable for the regre ss ion 

(institutionill ownership) analyses. 

AI-Najjar (2015) assessed the influence of institutional ownership on 

pcdormance or companies. Data for the study constituted 82 non-linancial 

Jordanian finll s. The explained variables were ROE ilnd ROA. The stuciy 
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employed Sl:\ I' 
prec Ictor var iab les. T he result revea led that in stitut ional 

ow nership relates I)Os' t ', I , II . I 1\ e ) anc lad no effect on per formance. 

The impact o f co rpora te governance on financial performance 0 1" firm s 

In Et hio pi a was researched by 1\110 ll a (20 I 9) . T he predi ctand va ri ables wcre 

ROE. RO A and operflli ng pro fit margill . Boa rd size. boa rd independence, audit 

cO lllmittee and board ownership were the ex planatory va ri ables. T he study \Ia s 

subjected to con'el:1 ti on analys i<; and pa nel data regression. 

T he outco me o f" th e result reveal ed that boa rd size was negati ve and 

pred icted ROE. RO A and operat ing pro fit marg in . . Addi t iona ll y. aud it 

co m m in ee wa s negati ve and pred ictor o f ROA and ROE but it hac! no ciTeet 

II i th 0 pcI'a t ing pro li t ma l·g in . Boa rd independence and boa rd ow nel'ship were 

nil pred ictors and had pos iti ve efTect II ith all the I"i nancial performance 

vari ables. 

Corporate governance structure and performa nce o f" bank s was 

investi ga ted by Bash ir. Fati ma, Sohail , Lahore, Rasul and rV1e hboob (20 18) T hc 

stu dy covered th irty ba nks. Data was sourced from bank s li sted on the I)ak is[a n . 

Stock E:\chanQe (PSE) . Data spa n wa s 2008 -20 14. T he stu dy showed that 

manageri al ow nershi p was nega tive and coulc!not predict return on equity. T he 

study e:\c luded fo reign bank s from its sampl e. 

T he e l"fcct o f" corpora te govern ance on perfo rmance 0 1" ba nks wa s 

assessed by /\bdul Ra hman and Rej a (20 15). T he ind ependent va ri ables were 

governm ent. instituti onal. family and managerial ownership. T he results 

. I oWllershil) is in verse l)' related to I)erlo rmance. revea led that managen a 

Institutional ownership haclno effect 011 per formance of bank s. 
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Guru sa my (20 17) looked int o the impa ct of corporate governance 

mcasures on Ii nancia I perforillance of Illanu facturi ng fi rill s. D(lta collec t ion wa s 

li sted lirms in BOlllbay Stock Excha nge (13SE) . The independent var-iab les w~re 

board struct ure and Ollllership Stl"ll cture. The stlld y was sllbj ec ted to panel data 

reg ress ion analys is. The saillpl e size was 357 Illanu fac turing firill s. It WiI S 

estab li shed in th e stud y that board size was a predictor and pos itive ly link ed to 

I~OA and RO E. In stitutional ownership did not co ntribute to any signifi cant 

I III pact Oil ret urn Oil asset. 

Edeti and Gnrg (202 1) investigat ed the influence of board cO lllposi ti on. 

both illt ernal and ex ternal , on cO llllllcrcial bank perforillance in Ethiopi'l. Data 

lo r the stud y cO ll stitut edtlVelve co millerc ial ba nk s. Data span was J"rolll 2009to 

20 I~ . The s tll d~ ' lo cuscd on primary and secondary data co llecti on. The study 

revcaled that board eo mpos iti oll was positive and a predi ctor oJ"rctlirn on assets 

(ROA). There wa s no significant effect of" board compos iti on and return on 

equity. Boa rd composition was nega ti ve and had a correla ti oll with Netlntel'est 

fvIan! in (N lfvI ) and sta ti sti ca ll y significant. 

1'aha ya and L.awa l (20 18) assessed how the ownership structure oj" 

board a lTects the va lue of a business of Nigerian deposi t money bank s. The 

independent va riables for the st ud y were concentrated , managerial and lore ign 

ow nership . ROA and ROE were the dependent variables. The data wa s 

subjected to System Generali sed MOlllent Method. It was deduced frolll the 

sllIdy that ownership co ncentration cou ld pred ict perforillance. 

Kurawa and Umar (20 19) exaillined the influenc e of ownership 

t t 'o 1011 pel' I'onnance of bank s in Nigeria. Data was sourced li'olll the co ncen ra I I 

I ·t ot" clel10sits Illone)' banks in N i!leria . The span for the data was allilua repol ' W 
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2003 to 2014. The stud y was subjec ted to pa nel data regression tec hniCJu e. It 

wa s estab li shed from the t d I . . . s u Y t lat ownership concentration wa s negati ve CInd 

no t a predictor ofperforlllanCe of firm s. 

130ussHHda and l'v1aje!i (20 15) assessee! how llIvnership conc entration 

alrect performanc e o r bank. Th e period for the study wa s 2004-20 II . T hiny-

eigilt comm ercial bank s from ten countries of the MENA re"ion were used 1'0 1' 
"' 

the stud y . In order to deal with the endogeneity probl cm, dynamic panel 

estimati on meth od lIa s emp loyed fo r the stud y. The study I'eveal ed that 

owners hip conccntl'ati on was a predictor o r performnnce o f bank s in ivl EN f\ 

Fari ha. Hossain and G hosh (202 1) looked into how corpornte 

governance affect perlOl"lllan Ce of pub lic bank s in l3ang laclesh. Data was 

co ll ected fi'omthe ann ual report o r tile bank s which constitut ed thirt y -one bank s 

ii'o m 20 II to 2017 . The result s revenl edthat board di versity relates ncgati vc ly 

ane! a pred ictor of" RO A and ROE. The stud y die! not inclu de nn)' ownership 

ch(ll"n cleri sti c var inb le. 

T he effect of corpora te govern ance on financial perlormance In thc 

I<. in ()d om of l:3a hrnin wa s eva luated by A ktan. 130ra. T uren. SereL 
"' 

Tval"Onavit'ien e. Manu ela. Ce lik . Snban A lsadeh and Hn shem (20 18). Data f()r 

th e stud y was made up of financial ('inns in Ba hrn in Bourse. 20 II to 2016 was 

th e data span. It was ded uced (i'om the results that board size and owncrship 

. sl't'lllel)' relate and were pred ictors o frellirn on asset. co ncen trati on po. 

Independent d irectors were also negat ive and predictor of ROE. 

__ .' 0 (' corpora te "overnance on bankinl! performance wa s I he Impact '''' -

. I" f 'lnd Sa montaray (2019). Data emanated Ii'om bank s in 
e;-.;a mll1ed by A monee, . 

. . . 14 I ?017was the data span. The explanatory va riable s were 
Sa udi Arabia. 20 anc -
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boa rd size. I I' loarc Illdepelltknce and audit committee size . T he data lI"as 

subjected to Panel data . It w ' . " I .'. . as l e\ e,\ ed li om the study that boarcilild epencience 

had an in verse relati oll sh' · " I ROE . . . . Ip \\ It 1 - w hereas board size related pos iti ve ly w ith 

RO E. W ith respec t to ROA I '1 '- I . . ., . )oalC size lad a posI ti ve relati onship. 

T he effect 0 I' co rIJOI"lte '0 ., 1- ' I f' f' r: , ,; veilldil ce 0 11 InanelCl per OrlTlallC e 0 III'ms 

\\n s anal vsed bv iVleobaru (?O I C)) 1-1 I .. . ' _ J ",' - . le cata lor the study constituted SIX banks 

w hi ch W[IS se lec teci fro l\1 commercial bank s in Ethi opia. T he datn span was 2003 

to 2009. T he cx pl ained vfll" inb les were ROA. RO E and ope!"ati llg pl"Ol~t nUII·gin. 

T he cx plnnatory var iab les were board size alld board ind cpcnd ence. 

!\dd iti onall y. firm size and financial Icvcrage were empl oyed fo r the purposes 

or co ntro l va ri abl es. T he data was subj ec ted to con'e lat ion and panel data 

regressio n. 

The result s c lea rl y indi cated that boa rd size wa s nega ti ve and predi ctOl"s 

to ROA. ROE ancl opera ting profit margi n. T he efTeet between audit co mmittee 

~\I1d lilHln eial perfo rm ance were also in verse ly related but stati sti ca ll y 

signifi cnn t w ith ROA. ROE. Audi t co mmittee was however in signili ca nt wi th 

opernting profit mfll"g in and bonrd ownership was pos iti ve and signili ca ntly 

rel at.ed to ROA. ROE and operating pro fit mfll"gin . 

Wang. A bbasi. Babajide and Yek ini (2020) SlLldi edthe ex tent to w hi ch 

corporate governa nce afTect firm per formance. Non-financial firm s li sted on the 

I
) I" St '1 ' I=xc llall " " were used for th e sampl e. The dnta span was Ii-om n,l stan. oc , ~ , ,,,,v 

20 II to 2014. RO A and ROE were the explained variables. The results pro vide 

. I ' t ' t t 'lollal ownership was negative and a predictor or 
ev Ide nee t lat Ins I U ' 

. B' I I' lel" it\· Board size and board independence were not 
performan ce. oa lC C 1\ S J" 
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pl'ed iclors of perform anc 1' 1 ( e, Ie data for th - t I ' , e S uc y was ho\\'eve r linllted to only 

l'our yea rs, 

Sohail. Ra sul and Fatima (?0 17) , ' - ex pl ored the Inlluen..:e of corporate 

governance on th ei r perforillan c - I' l I" , eo Jan , s III Paki stan, Data was co ll ected (i'om 

thirty bank s on Pakistan Stoel ' E ' I . 'xc l ange, 2008 to 20 14 was the span o f th e data, 

T he cstilll ati ontechninue fo' tl -, I 
' I I l e stuc y \\'as panel data, It wa s dedu ced fi'omthe 

result s that o\\'ncrship concent 'a t' ' d' , , I, Ion ,In Instituti onal ownership wcre inversc ly 

related and werc not I)red icto' I', - -, ' I S 0 l etu ln on equity, Fore ign and Islami C banks 

\\ 'el'e however exc lud ed from the study 

T he cfTcct o f board di versity on performan ce of bank s in K enya \\a s 

assessed by iVlan) aga , M uturi and O luoch (2020), Board di ve rsity \\'as the 

exp lanatory var iable wh il e RO E was the ex plained variabl e, Data for the sllIdy 

was made o r thi rty-four co mmcrcia l bank s for a period 01'2008 to 2017, Panel 

data was employed 1'01' the estimati on tec hnique with a ca usa l resea rch des ign, 

The I'esult revea led that board di ve rsity was nega ti ve and could not pl'ediet ROE , 

Da na (20 15) looked int o the innu enee of institutional ownership 0 11 firm 

Perfo rm ance, Data was sourced fj'omlinns in Jorclan, ROJ\. ancl RO E were the 

ex plain ed va riabl es, The peri od for the study was 2005 to 20 13 , The estimation 

tec hniqu e employed for the study \\'as panel data est imat ion, It was revealed in 

th e stud y that in stitutional ownership was not a predictor of performance of 

finn s, 

AISagr, Be lkhaoui and J\.ld osari (20 18) ana fysed th e effect of corporate 

'I' , a Ice or banks, The data was sourced fi'om nine bank s in 
governance on pel 0 1111 ' I ' 

, __ ' d I' , tl d'ita \V'IS ?O II to 20 16, The resu lt provided evidence 
SaudI. I he perlo 01 l e (' , -

, d e and ownersh ip concen tration were negat i ve and 
that board Indepen enc , 
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prcdictors of return on asse t B 'I ' , ,oal e IIld el)end - I ' ence allc ownership concen trati on 

were eClua lIy neoa ti ve and t ' , 
'= , s atlstlcallY signifi ca nt to return on cquity, T he 

sa mple lo r the da ta wa s oilly limited t I ' 
0011 Y nille loca l bank s, 

Soud and Avpek PO) I ) as ' I ' , - - , sesscc the InOuence of'corporate governance 

on pl:r form ancc of' bank s, Data co ll ~ t ' , , <;;c Ion wns annual report or co mmerc ial 

banks in I(enya, The number o rb' I' ' , <I n ,s employed was sixtee n co mmerCial ba nk s 

from 20 I 0 to 2019 , Boa rd ind e - I l ' . pe nc ence. )oard size and audit com lllittec wen; 

the predictor var iab les, 11.0 /\ and ROE were the predicl<1nd var iab les , It wa s 

revea led in the resLllt s tl t l I' I lil )oa rc Inc epcndence was inve rse ly related to ROA 

and a predictor or 11.0 ;-\. The corporate governance va ri ab les we rc limited to 

only board character ist ics, 

Kha n, Ka lmall and Imran (2020) assessed th e illlpact or corporate 

govern ance on perl'o rm ance o r Ilrl11 s, Da tn fo )' thc stud y was SO lll'ced fI' o lll 

PakiSl<1 n Slllck Exc hange w hi ch constituted twenty li sted fi nancial linns, T he 

per iod fa r th e data \\'as I-i'o lll 2007 to 20 16, Boa rd stl'uClllre and ownership 

structure were the independent va riabl es w hil e ROA and N I iVI were takcn as the 

dependent variab les. Board size. board independence. ge nder. inside ownership 

w ere not pred ictors or finn perJ'ormance rrom the revelati on of the I'esult s. On 

the other halld. managerial ownership was a pred ictor of firm perfOl'mallce, 

T he efreet of aud it co mmittee size and perforlllance or linns was 

, I b 1(' I oec l'l allcl Rono C)O 16) The data was derived fi'olll firm s on 
examinee y 11)(' - ' 

N
. t ' SIc , 'I' ae I'll K enva T o test the hy pot hes i s, the study was 

I a lrO)1 toc, CXClcl n", " ' 

I 
'I ' 'es "IC) ll The outcome rc vea led that audit co mmittec 

subjected to nlU lip e legl s ' 

, ' ' II ' _d'ictedl)erl'orlllance with a negati ve err-eel. 
size was statl stl ca Y pi e 
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Thl: impa ctll/'cnrlloPlle 0 ". . , . . . . 
• ::- 0 \ CI nance charact eri sti cs and perlormancl' 01 

Isl,: mi c bank s Il ere i1l\'esti gated by As lam and Hai'on (2020). Mdhod or 

moment est imati on tec hnin ' ,· 'fi ' II 
"UL speci ICd y two step approad1 lias uscd io r the 

analyses. T he data lI'as I'ur th e stu(l ~ \\','\ 111,'1(1 " . ~ up or twenty -ninl: Islam ic 

ClH lllli es. The span flOr th e ciat ,'1 1I'(~s 2008 to 20 17. " It lI'as establ ished I'i'o m the 

result s that audit Cll mllll' tt ec ' .. I size pos lll ve y and signili eant ly predictcd 

pe rll lJ'lnancc or Islam ic l I 1-1 d lan,s. I t: St Ll y did not inc lu de any var iab le from 

owner hip structure. 

C o rponllc go \'C rll ancL~ and regulatory compliance or hanks ill S ub 

Saharnll Afr ic' ;J 

i\'l nif' and Ta hHJ'i (2020) analysed the impac t or co rporntc governance 

structure on co mpl iance lI' i th Islami c linancial in tilliti ons. The ~a 11lpl (' was 

made li p o f' t.J86 ba nk y ear observati on. The peri od of' the stud y wa s 2000 to 

20 i 7. The findings ind ica ted that ownership concentrati on was [los itivl: and a 

pred ic tor or r gulat ory compliance. I3l1ard size and board ind epend ence IHld no 

im pact on regul atory co mpli ance rromthc fi ndings, 

Herwiyanti . Ma and Rosada (20 15) c:\a J11in ed the ililluence o r (,;orporate 

<>(lvernance on reo ulatorv COml)liance nf'lslamic banks. Data lIa s sO llrced fr(\m '" ", . 

Isle: mi c bank s in As ia. The per iod far the dalH was li'om 20 II to 20 I 3, M lii tiple 

lin ea r regress ion was lI sed ro r the data es tiJ11ation. It was conclll(kd that 

in ·tituti onal 0 11 nershi p pos iti ve ly relates and was predictor or r<.!gulatllry 

compliance. The stu dy. however. eJ1lp loyed on ly two corpora te goveJ'Jla nce 

var iabl es (a udit quality and in stitutional ownership) and period for the study 

I\a s relati vdy inadeq uate, 
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Corporate governance and compl ia nce or Intcrnational Financia l 

Reporting Standa rds was examined by .Iuhmani (20 17). T he study empl oyed 

eight exp lanatory var iabl cs. Internati onal ,Financ ial Reportin g Standal'd s 

di sc losure was used as the explai ned va ri ab le. Ownership concentrati on and 

manager ial owner hip had no impact on I FRS di sc losure w hereas board 

independ ence was signili ca nt w ith th e leve l of di sc losure. 

Corp orat e governance and comp liance were assessed by I<.atal'Clchia. 

Pitoska. G iannarakis and Pout og lidou (20 I S). The governanc e di sc lo ur<: SC,l l'C 

\\a used as a co rporate governan ce inf'ormati on. The c:-.p lanatory vari:lb le 

were board size . boa rd diver it y and linancial leverage. T he peri od 1'01' the study 

wa s /i'o m 2009 to 20 14. The result s revealed tha t wo men representati on was 

nega ti ve and sign i (jcant Iy pred ict co rporate governan ce disc losure. T he study 

did no t inc lud e an)' ownershi p va riabl e. 

E lmagrhi, N tim and Wa ng (20 I G) investi gated the i nnuence o !' eorporate 

governan ce pract ices on regulatory compl iance. Th e data was sourced from the 

U nited K ingdom li sted firms. The peri od fix the data was ('rom 200S to 20 13 . 

T he stud y was ub,i ec ted to multipl e regress ion analys is. T he result prov ided 

c\' id cnce that managerial ownership and ownership concent l'Cltion were 

inverse ly re lated to corp orate governance compliance and di sc losure prac tices. 

llerwi ya nti. Wulandari and Rosada (2015) examined thc impact of' 

co rporate governance on compliance , Data co llec ti on was Ii'om Islami c bank s 

in As ia. T he period fo r the study span Ii'om 20 II to 20 13. It wa s deduced !'rolll 

th e result that institut iona l ownership was pos itive and signi fica ntly predict 

corporate governa nce disclosure index 0 1'1 slam ic ba nk . The period 1'01' t he study 

wa s inadequate. 
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Dewayalllo. Ra h1l1a\\a ti and Su hardja nto (2020) exa illined the efreet or 

co rll orat e "ove l' ll ~ ll e e ~ I' I' D II ' . ~ " "ne comp lance. ata co eetl on was from CO lllpanles on 

th e Ind ones ia Stock Exchangc. The tota l com pani es were 152 withi n the peri od 

01' 20 16 to 20 17. T hl:! result I'evenled that ownership concen trat ion CInd 

in sti tuti onal owner 'hip were pos iti ve and pred ictors o f co rpora te governance 

compliance. The peri od for the stu cly was limited to onl y two years. 

f\lfraih (20 16) examined the im pact o f board character i ti cs and 

rcgulmory d i elosm c cO lllpliance. Dma was sourcecl from the i<.uw<lit Stock 

[xc ll.ln ge. The hy potll eses were tested through regress ion. T he period lo r the 

. tu dy W[lS in 20 I O. It \\ '<lS dedu ced ii-om the results that boa rd d iversity and 

board size pos it ively and signi fi ca ntl y pred icted compliancc. Th e period for the 

stu d\' was lilllited to onl\' one vea l'. 
. " " 

Pernallla ar i (20 18) asses ed the impact of coq)omtc go\'ernance 0 11 

di sc losure. Data was co ll ected [i'om companies on the Indonesia Stock 

Exchange. T he data span was 20 15 to 2016. It was revea led from the stud y that 

in st i tuti onal ownership pos iti ve ly impacted 0 11 co mpliance. Board 

Independ ence had no signifi ca nt effect on di sc losure. fhe peri od for the study 

W[lS hO\\'evcr woerull y inadeq uate. 

l3 uert c) and Pae (2021) exa mincd the impact of corporate governance 

on d isc losure of info rill at ion. The stud y concentra ted on linn s on the Z imbabwe 

Stock I: .xc hange. The data was collected in 2013 . The corporate governance 

variabl es eillpl oyed for the study were board size. board ind ependence. and 

in stituti onal ownership. Empirically. board independence positively and 

significantly predicted disclosure of information . Instituti onal ownership and 

boa rd size were not predictors or informati on disclosme. The study covered 
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only n period or one yenr. A dding some of the yea rs cou ld have improv<:d the 

out come of the lindings. 

;\I- l3assa m. N tim, Opong and Downs (20 18) inv!.!stigated the impac t 01' 

co rp orat ions that nre publicl y li sted nndto what e:x te 111 these fi rm s adhere to and 

d isc lose corporate govcrnance pract ices in Saud i Ara bia . T he i ndcpendcnt 

va riabl es \.!mp loyed for the study were board stru cture and ownershi p stru cture. 

Empirica ll y . the results revea led that bonrds with la rger size and high!.! r 

in stituti onal o\\' n e r ~hip adhere or disc lose considerably more than smnllcr 

boa rd s and small er instituti onal ownel' hip. It was esta bli sh<:d in the study that 

hi gher owncrship conccntrati on lends to I'cdu ct ion in corporate governancc 

di sc losure or cOlllplia nce. 

E lmagl·hi . N tim and Wa ng (20 16) invest iga tcd th<: effect 01' boa rd 

cu rp orn t\:! gove rnance and compli ance. Fi rm s in the U nited I( ingdo lll served as 

the sourcc o f" the data. T he re sults prov id ed evidence tha t board size. board 

independ ence and bomd d iversity adhere to co mpliance. In stituti onal ownership 

ho wever does not sign i fican tly have any efrect on corporate governa nce 

c:o mplinn cc. It was also deduced frolll the fi ndings that Illanageri al ownership 

and owncrship co nccntrati on negat i ve ly innuence corpo ratc gOI'<:rnancc 

com pi iance. 

Z ulfi kar. Lukviarman. Su hardj ant o. I smail. Astu ti and Meuti (2020) 

looked into the impac t of board characteri sti cs and cOlllpliance. Thc data \\ as 

co ll ected li'om ba nks on I ndoncsian Stock Exchange. The peri od for the study 

was from 20 I 0 to 20 15 . With respect to the data analyses. multipl e regress ion 

was employed. It was revea led in the study thnt bon rd size. board independence 

nnd size of audit cOlllmittec signi licnntly predicted complinncc. 
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Moderation effect of type of bank on the relationship betwccnl:orporate 

governancc and performance of banks in Sub Sa haran Africa 

Kusi. Agb loyor. Aso ngu and AboI' (202 1) looked into the impac t of 

assets or lo reign banks in relation to the bnnking stability of feeb le ilnd strong 

country -level based corporat e govern ance in Afi·ica. Dnra span from 2006 to 

20 15 . Dntn for the stud y was made up of eighty -six bnl1ks in abou t thirty Afi' iea n 

coun tri es. It was estnblished in the findin os that assets of forei"n bank s lead to 
'" '" 

stability in banking. T he posi ti ve impact or foreign bank s assets, however. is 

pro illoted in cou ntri e-; \\ ith trong country- leve l based corporate governance: 

con vc r el) the nega ti ve im pact o r rore ign bank asset is also deteri orated in 

countr ies with wenk country -l eve l co rpornte governnnce. 

The performa ncc of roreign ba nk s in Sub Sn haran Afri ca was assessed 

by Pellet ier C~O I ~). T he data for the period was ten yea rs. Datn was sourced 

[i'o m l3ankscope dnta base. It \Vns estnb li shed in the I~nd ings that foreign bnnks 

were more profil<lb le as compared to the domesti c banks. 

Mang ' uny i (20 I I ) resea rched on the impact of ownership structure nnd 

perf() rm Cl nce of" b'lIlk s in Kenya . For the purposes of testing hypotheses. one-

\\ay analyses of va ri ance (ANOVA) \\C IT employed. It wns revealed in the 

study that ty pe o f ownershi p had no erfect on financial performanL:e. 

Performance or foreign own banks were hi ghcr than the domesti c owned 

Conceptllal Framework 

The conceptualli'a mewo rk was deve loped to guidc thi s stud y which was 

ba sed on the literature rev iew of key theories. concepts. variables, nnd empirical 

studi es. Prior studies (Molla. 20 19: Gurusamy. 2017) operationalized corporate 

a ce ",\5 bo,'lrd structure and ownershilJ stru cture . The concel1\ual govern, n 
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li'HlllC\\ork sho\\ed the relation ships that e:-;i st among the variables, The 

li'Hmework depicts the independent va riables (board size. boa rd independence. 

audit committee. board diversity. Illanagerial ownership. in stitutional 

ownership. ownership concentration) and lo ur main dependent va l'iabl es (return 

on asse t. net interest IllClrgin , rellirn on equity and rcgulatory comp liance). 

These e:-; plained and e:-;p lanatory va riabl es were und erpinn ed by the 

agcn cy theory. The conceptua I fra llleIVork al so depicts modernt ion va ria b le-

ty pe o f' bank (domesti c and roreign bank) . The theory underpinning the 

Illocit:rating va ri ab les were in stitutiona ltheo l')'. Two contro l var iabl es (ilnanc ial 

le verage and firlll size) wen: also empl oyed 1'0 1' the llIeI ). The conceptu al 

fi'aill ewo rk proposed are ba seci on the revi ew or pertin ent litcrallll'e , 

Board Size 

Boa rd Indepencience 

A uciit Committee 

Board Diversity 

Managerial Ownership 

In stilliti onal Ownership 

Ownership Co ncentrati on 

T ype o r Bank 
(Domcstic or f'OI'eign ) 

Return on A sset 
Net Int erest Margi n 
Return on eq uity 
Regulatory Compl ia nee 

Financial Leverage 
Bank Size 

Figure I .' Conceptua I Fra Illework on corp?rate governance. regulnt~ry 
compliance and perrormance of banks In Sub Saharan Afnca, 

Source: Author's Construct (2022) 

CIUlptcr Summary 

The chapter rev ieweci the various empirical literature uncierpinning the 

stuciy. The review was done in relation to the various objectives set fa r the study. 
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The review " as aligned spec ifi ca lly to corpora te governalll:e and performancc 

or banks as well as corpora te gover nance and regulatory compliance. The 

modera ti on e llect of type of bank was also empirica lly reviewed . The va ri ous 

concepts u nderpi nni ng the review were u sed to con tru ct the conceptua I 

rra mewo rk . 
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Introduction 

CHAPTER FOUR 

REVIEW OF RELATED CONCEPTS 

Thi s chapter l'oc used on the conceptual overview 0 1' the variables 

employed in the stud y to apprec iate the corporate governance. r.:gulat ory 

co mpli ance and perrorman j' b I' . S I _ . . ( ce 0 alh S In u) Sahara Alrlca. Thi s chapter uses 

the vari ous corporate go vernance theories and concepts related to corporate 

gove rnance, regulatory compliance and performance of banks. 

Corporate Governance 

Corpora te gove rnance to a larger e" tent is multidimensional and 

multidi sciplinary. Yusof(20 16) averred that the sco pe andllleaning o l' co rporate 

governance change depending on the perspec ti ve and di sc ipline from which it 

is viewed. In the view o r some scho lars, the mea ning or definiti on or co rporate 

go vernan ce is vague or ambiguous and is affected by theorie whi ch ori gillfllc 

from di ITcrent academi c di sc iplines. 

TI'icker and Li (2019) opined that the concept practice and idea of 

co rporate governance are outmoded, however, the de finiti on of the concept 

'corporate governanc e' ca n be traced in the United Kingdom' s Cadbmy Report 

1992. The Cadbury Report 1992 according to Tricker and Li (2019) later 

beca me benchmark as for as corporate governance wa s concerned, despite the 

Inct that the report primaril y sought to enhance corporate governance in I3ritain 

(Heillraj, 2002) . II was obligatory l'or firms to explain to their shareholders \l'hy 

they deviated I'i'om the codes, though firms in the UK were not f'orcedto comply 

with the Cadbury Report ' s codes. Du Plessis et al. (2017) established that the 

Cadbury Report 1992 is still relevant and seen as the starting point lor the 
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ll1anagell1ent of cO ll1panies. Bota-A vram and Rachi sa n (2013 ) re vealed that 

researchl' rs ack nowledge OEC D principl es as a benchll1ark or point o rrelcrence 

Il)r the deve lopmelll o r co rp oratc governan ce codes and pra cti ces since 1999. 

Tri cker (20 19) ex plain s co rporate governan ce in the I'eport o r Cardbul'Y 

1992. as a mechanisll1 by w hi ch firm s are directed and co nt l"O l!eci . In the v icw 

o r T ri cker (20 I 9) . thc Ca dbury Report hould cO ll1ll1ence " 'ith being responsibl e 

I(x the governance or their fi rm s by adherin g to co rp orate governance codeS. 

T ri cker (2 0 I 9) averred that thc Cadbury Report eillbra ced the eSlilbli shl11ent o f" 

an ap propriate governance stru cture. Hemraj (2 002) emphas izcd that the 

spec i fic aspec ts o f" corporate governance which were covered in the Cad bury 

Report 1992 were the respon ibiliti es of" the board . audit cO ll1mittee and the 

quali fi cat ion o r-th e boa rd. 

Cri tt enden and Critt enden (2 012) exp lained that governance borders on 

rul es. procedures. processes and regulati ons steer the dec ision-making 

procc ses on a fi rll1' S operat ions a nd strategi es. Trick er (20 I 9) viewed cO I-pora te; 

govern ance as a system o f putt ing in place measures to make sure that 

co rporati ons arc effec ti ve ly and efli c ientl y managed in the right direction. 

Du Pl ess is et al. (2017 ) assert that the above definiti on o f" corporatc 

governance was limitcd in scope. Thcy argu e that corporate governance is a 

ll1 echani sll1 o i" supervi sing and regulating the activiti es of l~nll s in order to cater 

ror all the interest oral! stakeholders for th e purpo:es 01" the firm" s long term 

suswinability growth. From the perspective of"the Ba sel Commillee on Banking 

Supervisi on. corporate governance is defined as a relationship between a lil"l11 

and its stakeholders. which seeks to provide the system and procedure for 

monitoring and achieving the firll1's objectives. Garda-Sanchez and Garcia-
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I\-I eca (20 J 8) defined cor' , ", 
pOlate govclnance as a system which allllS at l:nhanclng 

a companv's eco nom ic " f'r: ' " , ' 
, t 'I c lency, Illlprovll1g the compa ny s groll'th \\'Ith the 

pllrpose lll"bllosting th c confide nce of investors 

Tricker (20 I 9) avers that the concept. idea and practices 01' eorporatc 

<>overllance'1I'ecvol l,'111" B ' d I J ' :;. , ~. else on t 1e evo vll1g natllre of co rp orate governance, 

it ca n be co ncilided that the meaning and definiti on of' corporate governance 

will continlle to adj ll st to new chall enges and perspectives (Dli 1) lessis et aI. , 

2017), 

Uoard S trllctllre 

The boa rd stru ctllre or characteristics ol"a firm werc boa rd size which 

'pecifieall )' dea ls II ith the number of pl:ople that constitllt e the boa rd , 

Rc:scarchers ha vt: rO lilld varied olltcomes 0 1" the size o f banks in relat ion to 

perlo rl11ance of bank s. Sl:condl y. board ind t:pend cnce also constitllt es thl: board 

strLlctlilT or th c linn, A lidit committee which spells lut the size 01" the aud it 

cO l11mittee is also one of the var iab les that constitllte the boal'd structure and 

finally board diversity which indi cate the ratio of' women represen ting on the 

board is one of th e variables w hich also constitllte the board structure. 

Board size and bani, performance 

O ne 01" the key effec tive corporate governancl: princ iples who close ly 

monitor managerial behaviour in order to reduce agency cost is boa rd o f 

directors who arc appointed to represent shareho lders ' interests (Jensen 8.:. 

Meckling, 1976), This presupposes that corporate governance compliance is 

significantl y affected by board of directors. There is plethora ofstlldies on board 

size and its effect on performance as well as corporate governance compliance. 
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From the theoretical . . I . . ( pel spectlve. tl e argulll ents on whether the size of a board 

should be small or large in order to posi tively influencc performance and 

co mpliance till remain s inco nclu sive . 

Jense n (200 I) pos it s that when boa rd beco mes large in size, the chief 

c:--.ec uti ve o f"fi cer eas il y domin:ltes the board . The boa rd then loses it s ta sk of 

man:lgcrial monitoring. and thi s leads to an adver e effect on performance and 

co mpli ance. Boa rds with small size are ex pec ted to positively impact lil'lll' S 

performance. T his is du e to the fact that co-ordination. comlllunication and 

int eractio n between managers are expected to be enh:lnced with small boa rds 

than in large boa rd (Yermac k. 1(96) . Yan (2017) avers that when boa rd s are 

well structured. organi sation s can tak e adva ntage frolll improved in fo rmation 

circulati on and operatin g management. There is another argumcnt that support 

bomds with larger s ize which pos iti ve ly inlluenee performance. The rea son is 

ecntered on the fac t that larger boards co nsist o f ex perti se and competencc 

(Da lto n et a l. . 1(99). 

f"v1 egbaru . (20 19) and Gya lll erah. Amo and Ado mako (2020) also pos it s 

that boards wi th larger size nega tively affect performance o f" lirms. As it ha s 

been advanced by Jenson (200 1) that as the size of the board incl'eases, the 

board s capabilities to Jl1onitor reduces. This is due to the frlct that some of the 

directors will shirk their respon sibilities and decision Jl1aking also beco mes 

prolonged . Yerlllack (1996) opines that a larger board is made up of cxpcrts 

(i'OJl1 di rrerent background and area of specia Ity. however a large board wi II be 

di sincentive and it wi ll afred the efficienc), and efTectivencss of" COrpllnitc 

"overnance mec l1a n i sm s. 
~ 
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Board independ ence and bank performance 

;\ !!ency th~orv pos its tl . f' . I ' .. ~ J 1,1l a Irm \\ Itl a hi gh number o f Independent 

directors on the board w ill result in lower agency costs since it will be eas ier to 

ove r~ee and regulate mana gers' activ iti es (Fama & Jensen. 1(83). Indepcndent 

direc tors co ntr ibute an important role in the boardroo m. Despite th e fac t that 

they are nOt engaged in th e fi rm s' day-to-day opera ti ons. they criti ca ll y monitor 

th e finn s' action s in order to ac hi eve high per formance (As lam ct al. . 201 9 ). 

According to A lmu tai ri and QUllai nah (20 17), independ cnt dircctors 

play an essenti al role in the firm' s co rporate policy. "Vi th more boa rd 

independellce, fi rm transparency improves. In addi ti on. th eir kcy ro le is to 

co ntribute ellec t ive ly to thc fo rmulati oll of' fi rm plan s and achicve long-tenn 

growth by a na I yz i ng ma nageri a I effect iveness. From the agenc) thcory, ha v i ng 

H large number or independ ent directors on H board improves oversight and 

mon ito r ing. The independcnt directors ' primary res ponsibility is l(l ensure 

1.'0 111 pi iance. Independent dircc tol's arc pri maril y responsibl c fe r sa fegua rd i ng 

the int erests o f' shareh olckrs. thu s they should monitor and. ifposs ible. influ ence 

management behaviour. 

Board Diversity and bank performance 

O ne of th e primary issucs that th at rece ived rccognition In corporate 

governance IS board di versity. Board diversit y is cla ss ifi ed as demographi c 

(gender. race. educati on, ethnici ty . etc) but most focus on ge nder diversity 

(Kang et ai.. 2007). Divcrsity of' board ll1embers encourages innovation, 

creativi ty . greater knowledge basI.'. and increased discu ss ion. It also improves 

the board's problem-solving, cr itical thinking, and dec ision-making abilities 

(Kang el ai.. 2007). 
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T hey advance their ar!.!.lIm ent s'111 ce IVO lllell al'p ~ ~ in charge o f spending, 

more representation o fwom e b I 
n on oa r( s may all ow market penetrati on beca use 

they ha ve access to m'lll ct . G · . " In olmntl on. Gul et al. (2007) were o f the opini on 

that ethi cal va lues and ri sl ' ~V · · . . I ' . , . , ,, (;: 1 sion are Inlerent In women so th ey will be more 

averse in ea rnin g management as co mpared to men. Neo-instituti onal 

perspecti ve avers thnt 1V0men representati on on a boa rd w ill enhancc 

per fo rm a nce ( Lafuen te & Vai Ilan!. 201 9). T h is is poss ible through conncc t i ng 

the orga ni za ti on to th e ex ternal env ironment. w hi ch may all ow acccss to cr i ticn l 

resources. 

r urth erm ore. hav in g members o r di ff erent genders on a board helps 

in crease th \.: bomd's independ ence from management (La fil cntc & Va illnnl , 

20 19) . T hi s mny improve th c boa rd's abilit y to properl y oversee and control sclf-

seeking managers ['rom mi smanaging the wealth of shareho lders (Upadhyay & 

Ze ng, 20 14). Corpora te go verna nce com pi iance is funda m en ta II y determ i ned by 

owners and corporate exccuti l'es.lt is mu ch ex pec tcd that women represe ntati on 

lln board wi l l adva nce pressure on managers in ord er to adhere to co mpliancc 

w hi ch will ultimately lead to performan ce. 

Gend er diversity improves ri sk management. resulting in high effecti ve 

and e rFi c ient co rporat e governance (Mathew et al.. 2016). This helps to improve 

mllnito rin!.!. o r mana!.!.ers in order to enhance performance (Benkraicm ct al.. 
~ ~ 

2(17). 

Audit Com mittee and performance 

Another area of attention which has bee·n studied exten sively in 

. , 's board committee . The purpose of board committees is 
corporate govClna nee I. , 

. Illalla!.!.elllent and to minimise agency conflicts. Audit 
to assess and 1l10nltor ~ 
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The effect between board I' 
( owners lip and lirm performance has either 

concentrated a particular tv . r . 
( . pe 0 ownership structure or empl oy a singl e scale 

or di ITerent ty pes of board OWl ' " '. 
l el shlp which IS re lated to boa rd members (A I 

Farooqu e et n l .. 2020: Tleubayev et al .. 2020). 

T his rai ses genuine co ncern s that i f shal'eho ld ers w ith fewe r shares 

behave in thi s manner, t hen no monitorin g elTon wou ld take place. Anyt ime 

ownership of' a firm is e . . I I . . oneenllatec. s lareholckrs With large shares wil l 

pru ck ntl y monitor the management and their related nctiviti es. T he big 

ehn ll enge wi th the concentrated is how minOl'ity sharehold ers' wcn lth will be 

protected by se l f-seek ing cont l'O II i ng shareho Iders. Ownersh i p composi t ion tri es 

to e:\ plain who the shnreho lders are and who among them qualif), to be a 

contro lling grou p. T he age ncy cost becol11es zero in th e owner-managel' firm s 

as (lwlTcd by Jense n :l1lC1 Meck ling ( 1976). 

'v\lith publi c ly trad ed firms. the argument does not hold beca use both 

ownership and control are se parated and out sid ers norm all y contro l the finn. 

M anagerinl ow nership th erefol'e ali gns the interest of princ ipal nnd agents. The 

\\·ilillil e:\ ploitilli on oi' the firm s' resources by the empl oyees decreases as their 

ownership en larges because the employees ' share is generated from the firm 's 

ea rning and the compensation remain s fixed (Jensen & Meckling. 1976). 

lVIana(JcrinlOwnership 
to 

fV1:1na geri a l ownership can substantially mitigat e agenc), problem 

becnll se it enn align the interest between principa ls nnd ngents. Greater 

proporti on of managerial ownership can both align shareholder 's positions and 

that of the managers ' so that it can act in harmony with principal s f'or the 

purposes of reduction of the agency problem (Jensen & Meckling. 1976). 

60 

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

Digitized by Sam Jonah Library



Add iti o nall y, the mananers, b / v' , ' ,' " 
'" ) IIlu e of the decIsions they take wdl cxpe l'l ence 

the adva ntages a nd di sadvantages, 

In ord er to miti o 'lle tl Ir k' . ' "" le se -see ' Ing behavIOur or managers, firm s can 

Opt It x bU1lC1 ill ord er to ill cre " I "I' ' asc tl ell eve l or debt hence debt wdl serve as one 

o r the mecha ni sms o r cap ita l structure empl oyed by dil'ec tors to augment the 

perfo rma nce o f firm s Thi s ' , ' , assumpti on supports th e theory 01 perking order 

l)rO I)Osed bv which ave l'l'ecl tl t I' fi' , - , la manager 0 '1I'Ins will prefer to use retalilcd 

earni ng fir st :lnd loremost. then debt :l nd then issuance or shares in a lo rm 01 ' 

ca pita l. This impli es that debt is seen as one or the lactors to improve fi rm ' s 

perlo rmflnce (L i, Lin, Sun & Tuck er, 20 IS), 

When ma nage melll is in possession of some or the shares or the 

company, it afrects the performance orthe compa ny positively, Thi s nppl'Oac h 

helps to \\'ea ken the acti viti es or lllnneling by the majori ty shareholder (Gao & 

Kli ng, 2008), Coles, Dani el. and Naveen (2006) opines that whenillanager o\\'n 

share s in a com pany, they are ab le to introduce ri skier polici es to the company 

wh ich in turn lea ds to more investment in resea rch and development. 

.J ensen il nd Mecklin g ( 1976) provided evid ence that managers owning 

sma ll shares ort he Ii 1'111 remains unsuccessful in order to max imi ze sharehold ers 

wea lth , Chen and Steiner ( 1999) were of the view that there is pos iti ve 

relati onship between managerial ownership and ri sk -tak ing behaviour whi ch ill 

in SliPPOI"l o r the debate that manageri a l ownership intlam es th e conlli et 

bet ween bond and stock hold ers, 

Ins titutional Ownership 

One orthe key roles or institutio nal ownership is to close ly monitor the 

" t ' t'tl e Illalla Oel'I',al starfwhich leads to enhanced perrormance oi'tirms, ilC l!VlleSO 1 "0 
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committ ees monitor 
mana!..!e lllent mOl'e ef'l'ectl' ve l ' I - ' y In orc er to Improve linn 

perlLlI'IllanCe ( Fama & Jel ' , 1sen, 198.)), A udit committec IS madc up or 

inci ependent and non-cxecut i I d" , \ e II ectors whose duty is to cnhance compliancc 

\\i th ali i ntern ati onal fi na " I " ' , nCI<1 l eportll'l g standa rds, Ma rques et nl. (20 I g) \\ CI,(, 

or the opi nion that th e t 'ad' !, I > ' " , I I lona method or reportin g accounting In fo rmati on 

coul d adverse ly af fect the work o f audi t committee w ithout a robu st internal 

nucl it. 

O ne o rthe v itnl fh ctors that pla y n maj m ro lc in ndvanci ng per lClI"IllanCC 

o r li rm s is the nudi t co mm ittcc, It deals wit h issues o f li 'aud nnci mak e sure that 

best i nt ernnl prnc ti ces are nclhered to, M embers o r audit comm ittec must be 

qua l ifi ed and c.\ hi bit level of pro fess ionali sm w ith an cxperi\.:nce in audi ting, 

(/\Ida lll en et aI., 20 12), Agenc) theory pos its that aud it cO lllmittees strengthen 

co rpora te governance by enstll' ing the quali ty o r fi nancial reporti ng and 

audi ting , 

Ham dan et al. (20 13) nverred l hat audit cO lllmittee w ith larger sizc 

leverage on the ex perti se and d iverse experti se o r members for the purposes or 

monito rin g the firm 's financial pract ices, When audit committee is large in size, 

th ey are abl e to report nnd dea l w ith issues that are involved w ith co rporate 

re porti ng, I n a nu tshell. the size o f the audit committee is nn importa nt corporate 

governance lactor that i nfluences the leve l or vo luntary di sclosures ( Persons, 

2009) , 

Ownership Structure and hanl< performance 

Q uite a number o f research on the impact of ow ncr ship stru ctll re on the 

, r fi 11 'I S Inostl " investi!..!ated in deve loped in deve loped countrics 
perf ormance 0 In " -

I f
- I ' 'e I' ll co nc iusive (M erendino. & M elville, 201 9: Shan, 2019), 

Hnd t 1e lIle IllgS al 
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This redu ces the agcncy cost 
probl em by acting as adv isory I'o le in oreler to 

i III prove per forma nce 0 f fi rill s ' I 
Wil 1 poor governance systems (Jenscn & 

Meckling. 1976), Soufeljil. So h, " ', ' " , 
" aiel, Khelleelellilc and Mlgllrl (20 I G) cstab li shed 

that in stituti o nal ownershilJ is a sin 'fi " " , , 
" nl Ica n! detellllinant 0 1 perf orillance 0 1 fJrlll S. 

They argue ci that institutiollal sharehul clc' I'S \\111 0 se"' I,' to ~ Itil Iii thcir liduciary 

responsibiliti e the underl'll" 0 " . • 
, ,1Il",S concclned to enhance the O'overnance o t thc 

'" 
cO lllpanv and th e tranSIJa renc)' oft l " . ' , . ' , l ell manage ment and to foc Li s on the Increase 

or shareholder o f shareho lders va lu e, 

In as ll1u ch as there ex ist probl em o rl'ree-r ider, institutional shareholders 

ha ve the stronger urge to monit or the acti v iti es of the co mpany they own than 

individual in ves tors due to the larger stakes they own in the company Dakhlallh, 

Rashid. Abd ullah and Dakhlallh (20 19) , Bushee and Noe (2000) opined that 

in stituti onal shareholdl'l' pre reI' co mpani es that ha ve better di sc losul'e in ord er 

to mitigat c monitoring cost. Put diITercntl ),. in stituti onal shareholdcrs al'e fond 

of firm s w ith mu ch improved governance structure as compared to those w ith 

bad novernan ce structure beca use it minimi zes monitoring cost. 
'" 

Lin and Fu (20 17) establi shed that instituti ons that that have access to 

resources and also larger ho ldings in additi on to larger shareholding, they 

should be in a position to minimi ze infC)J'Jnation asy mmetri es. redu ce agency 

costs. increase sharehold ers wealth and in effect monitor the firm , 

Owncrship concentration 

I , concentration, shareholders who have a \V ith respect to owners lip 

, ' ,-. are likel)1 to be more concerncd in the perl'ormance 
substantial share In a II m , 

" ared to shareholders who O\,\ln a smaller numbcr or 
of the organization as comp, 

I I Iclers with small amount of sharcholdings may not 
shares because s lare 10 
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possess til e necessary in ce' . 
. IHl ve to c lose l)1 m . . , ' " . 

onllOI the act iv iti es 0 1 mana ~e lll cnt 
(A I-T huneiba t. 2018) -

Us in g the ownership concentrat" ' . . 
Ion st lu cture as mechani sm to reduce the 

pr inc ipal agent con fli ct does not at' 
' u o l11all call y lea d to illlp l"Oved perf'ormance of 

lir rm . Th is is d ll e to the fact that . ,'" ., ' . 
. tl ) ln::- to l educe principal agent cO lllli ct due 

to th e ownership concentrat ion I . I 
' eae s to a new prob lem refcrred to as principal-

princ ipal (Ba bi c & N il 'o li c JO II) -fl' . , . - . liS IS due to the fac t that. owing to the 

eliminati on or reducing the l) r i n c il)~ I-aoe lll co n' t· . I 
- " '0 n IC as a lesut or in creased 

ownershi p co ncentration. a new problem which rc fers to principal-principal 

co nni ct emel"gcs (Babic & N ik oli c, 20 11 ). 

Edmans and Re i Il y (20 14) was or the view that ownership conce ntration 

ha ve a unique ro le in governa nce. T hi s is as a result or the larger share they own 

in the co mpany w hich cnab les them to bea r the costs for monitorin g the 

ac t ivi ti es of managemcnt. Dou ct al. . (20 16) also share similar opinion which 

says that it w ill be less econom ica l fa r indi vidual sharehold ers who do not ha ve 

larger shares in a cO l11pany to bea r monitorin g cost. T hi s is beca use the benefits 

th ey wi ll receive wi ll be Sl11all for them to incur to that cost. As a result o r thi s 

al"!.!.ulllenl. ownership co ncenation can assi st to improve transparency of 

governance o f firl11 s. T he l11ajority sharehold ers who are onen seen as 

management contro ll ers and min or ity shareholders who are often Icss 

. I a"e tile I' ey cOllfll'ctin " I)arti c il)ants (Su. Xu & Phan. 2008). The recogni zee , I " . , ~ 

. . I . . '\1 conflict is unielue in developing and transiti onal eco noilli es. 
pnnc lpn -princiPe -

T I
' II OCC lll'S as '\ result of underdeveloped lega l structure. normally 

liS norma y " 

wi th re spect to the prott:!ction o rthe shareholders' right. 
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The maj ority sharehol ckrs h , . 
a\ e control over the compa ny whereby thc)' 

manipulat e the resources or tl II b 
l e Inn y making it difficult filr the minority 

share ho lders to rece ive their retl' ~ I' IIn s ,rom t l ell' own share 0 1' in vestment 

(D harwaclkar Georo-e & Bnu I 1000) , '" ' lC es, - . The agency theory posits th at a greater 

proportion o f ow nership concent ration will help to reduce the se ll'- seeking 

interest o f man:1 gers. T hi s w ill then translate to have pos iti ve effect on firm 

performance, 

T he id ea is that a small number of'key shareholdel's w ho happen to be 

the large st shareho lders are given the opportunity to participate in th e deci si0n-

mak ing pl' ocess as we ll as the contro l of ma nagemcnt beha viollJ'. ShaJ'eholders 

w ith large shares are concerned with the controlling and monitoring Clctiv iti es 

of mana gement unlike shCl rehold ers with sma ll shares. Thi s is prinlClrily because 

of' their huge in vestment i n the share capita l of the company and therefore their 

ri sk leve l is signifi cCl ntl y higher than the minority shareholders (Nik\l I;I' cv n~ , 

20 19) . 

.I cnsen and [vlcck ling ( 1976) argued that ownershi p co nce ntrat ion CCln 

in crease th e v:1lue ofa firm because they have effective control or the operation s 

or the I·inn. This lea ds to di sclosure and transparency in governance. 

Concen trated sha reho lders ha ve the right to institute measures that w ill lead to 

I I
' I' If.'seel ' I'll o bell'IViollJ'ofmanaoers. Yan (2017) averred that 

t le recuctlon 0 se - ,,,,' '" 

. I " 'eslJit of their hi oh stake in shares in the co mpany, hence 
these rig ltS ale as a I '" 

I 
. ' f's l1'lrehold ers is related to the shares they own , 

t le supe l' v lSlon 0 ( 

Regulatory Compliance 

04) (I t'llat l'eOlllator)' SUI)ervisory enforce ment agencies 
OECD (20 ' argue '''' ' 

S allcl integrit)' to actuall), rulfil their 
ought to have the authority, resource, -

64 

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

Digitized by Sam Jonah Library



respo nsibiliti es in an ob jective d ' ' , 
, an pl olesslonalmanner, In the v iell' of' Klapper 

Hnd Love (200-1), corporate 
governance take' va ri ous mechani sms (lw ing to 

d i ITerences in the structure r 
o corporate instilllti ons and firm s in difrerent 

countr ies, For in stance in the are' f', I ' b ' " ' 
. ,d a l egu atlon y vanous pro fess ional bodies 

and countries. boa rd struct '" I ' I . , . 
lllo;; , O\\nei S lip structure and compos iti on of boa rd 

mav va l') , The corl)o rate nov·, b" , , '" clnance structure aSlca ll y relies onthc regulatory, 

k gal and institut ional env i l'Onmen l. 

Regulatory co mpl iance in relation to corporate governancc in thc 

ba nk i ng Ij'aternity is a mechanism of protecting the general public fro m los ing 

their in veslim:llt . rut di fferentl y , compliance with corporate governance ca n 

increase the va lue of shareho lders and protect the interes t oi'other stakeholders 

as wel l. Ki rkpatrick (2009) prov ided ev idence that managers of compan ies that 

ad here to regulati ons lead to the increa se o f d isc ipline of owners and other 

stakeho lders hence increas ing cO lilpliance with co rporate gove f'llancc, 

Co mpliance w ith respec t to corporate gove f'llance structure is a key 

req uisi te in cu rrent busi ness management pract ices . T hi s is duly suppon ed by 

fund s w hi ch ca n uitililately Icad to improved public trusl of' lile companic 

Mad ila ni and Sa povad ia (2015) posits lilal quite a number o f' bank s in the 

banki ng indu stry have experienced scandals and financi al cri ses du e to poor 

supervi sion as a result of' non-compliance with corporate governance, Tile 

su tainability o f bu siness to a larger ex tent depends on corporatc governance 

comp l iance. 

Disclosing of' signilicanl information thaI are vivid, relevant and 

, Id '" t f'ocusin" on certain aspects ofti lile permits stakeholders 
accurate II' ae Ilion 0 <:> 

I
. ~geillent works . Fung (20 14) wa s of' the view that 

to evaluate lOW man,. -
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cO ll1pl y in!.! w ith "0\l e l ' 11 ~ 11 ce b . 
• ~ <:- " can e 'I SO ' ,- .. , . 

c 1", 111 IcalH feature behind a firm s success. 

Regulatory comp liallce and )er~ . . _ 
I 01 mance can be ven' led and eva luated ba sed Oil 

the di sc losures from thi.! li sted '. . . . 
compan ies which are publi shed annually III thclr 

annual report. Thi s demonstr' t I , . . . . .. 
cl es 10\\ a Company IS transparent In their actl v ltlCS 

(Dewa yanto. Rahl11awati & Suhardjallt o. 2020). 

TYlll' of banI.; (Foreign and DOlllestic bank) 

Type o f"bank w hic h co nstitute foreign and domest ic bank s were used as 

1l10dem tors in thi s study . Tiley were empl oyed to Ill oderate the effect between 

co rporate governance and performance o f banks as we ll as Illoderat e the 

relat ionsh ip bet ween corporate go vema nce and regulatory compl iance. \-Vith 

respect to the thcoreti ca lunclerpinnin g of th ese moderators, they are linked w ith 

in stituti onal th eory . In stituti onal theory describes how firm s operate and 

achieve soc ial. po liti ca l and eco nomic leg itimacy in a panicular economy. As a 

result. organi sa ti ons estnbli sh regulnti ons and operat ional norms that prevent 

inappropriate orga ni zat iona l behav iour whil e al so encourag ing appropri ate 

co rporate behav iour (Peters, 2000) 

L ee and Hsieh (20 14 ) averred in li tera ture related to fo reign bank s that 

there wa s no concrete th eory backing international bank ing in mark ets that are 

em erging. They put forward the hypothesis that focusses on the global and the 

hom e field advantage. The global ad vantage hy pothesis empha sizes that foreign 

ba nk s use COIll plex and state 0 fthe art technology. These are i ncent ives fo r them 

I ' t 'lt 'lve '\clvanta ne The)' also possess lar!.!er ca pital adequacy and to lave cO l1lpe . C C ",. -

. '1 l'I' sk 111al1a o ell1ent. Comparativel)l. fore ign banks hnl'e 
have expertise II '" -

. . I ta oe and are stable as compared to domestic banks, Domestic competitive ac van c <> ' , 

bank s. by virtue of rhe home field may be ndvan tageolls as compared to the 
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i'orci!..!.n banks because it I I ~ ' la s a ot of co mprchcnsive information and 

lInderstandin!..!. of the do mesti c b I" ~ an ,Ing market with enoll gh conccntration on 

custo mer know ledge and informat ion. 

Quite a numbcr of Cxtallt st'llcll'es r on loreign banks in devel oping 

eco nomi cs have large ly concentrat ed on how the fo reign banks afrect 

co mpetition and effic iency in banking. 

Performa nce Measures 

The process of measur ing an act ivity's effecti vencss and eflic icncy IS 

rc fe rred to as performancc meaSlll'cnlc nt (Nee ly. Gregory & Platt s. 1(95). 

I\;rformance measmClllent is seen to be in a more vital role to accollntin " and '" 

quant ifica ti on in th e cu rrent bu siness manageill ent (Koufo polil os, ZOllmbos 8:. 

Argyropou lou, 2008) . Thi s is in line wi th the work or l3ititci. Carri e and 

McDev ill ( I (97) who de fin ed perfor ill ance manage lll cnt as the process whereby 

the firm s' perfClrIllan Ce is direc tl y lin ked with the cOI"[Jorate strategi es and 

ovcra II obi ec t i vcs . 

Moreover. the benefits deri ved i'romthe shares of sharehold ers ofa firm 

can be desc ribed as firms' va lu e. The firm 's performance ca n be seen from the 

annua l report of the finn . In effect , a better performing firm wi ll result in quality 

di sc lnslIl'e and trans parency. Performance measurement is signi ficant in relat ion 

to erfic ient manageill ent of any firm . I r the outcome is not measured. the 

proced ure for improvement is not possible (Rouf & Abdllr. 20 II). Firm 

r . 'ovell1ent therefore requires Illeasurement to ascertain how 
pen orill ance I III pi . ' 

• ' . , . -'S '11111)'lCt rhe performance o f the bu siness (Sharma. Gadenc 
the firm s I (,SO Ul Ct:. ' 

& David. 2002). 
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f\ I'i nn's linanc ial stabilit)1 b 
can I; measured by it s pro fit-making 

ca pability. it s ca pability to , .' . ' , . . . 
Il1clXlmlze the value o f Its capital. and It S ability to 

J'\:? pay it s short- and lono-t e ' I' 1'1". ,.' . . . " IIll la) 1 Itles. V cl ll OUS methods 01 financ ial analyses 

can be empl oyed to as-es fi . I . 
s s Inancla performan ce. Choos ing a parti cular meth od 

can be influ enccd b )1 the I) . ' _ . . . . 
lJJ po e. tlnK' and resource. fh e malll obj ec ti ve J. to 

achieve th e nel'ded leve l o f compl ex ity in assessing firm s and it s related 

ac ti v ities (IVl yskova & H a.i ek . 201 7), 

Financ ial rati os are primaril y empl oycd due to their simpl eness and 

prov ision of" additi onal inlo rmCll ion va lu e. It is easiel' to analyze trend. cJ'oss -

sec t ional and co mpit rati ve analys is using th ese financial rati os. Indi ca tors o f 

pJ'O litn bility . l iquid ity. so l vency. capital tru cture. ancl capital IllClJ'ket 

pe r!()J'Jl1~ln Ce are usuit ll y grouped togeth er as j'inancial rati os . T hey lire lV id ely 

acce pted and used approaches o f financ ial anal yses becau se they serve it S input 

ditta 0 (" more so phi sti ca ted Illillhemitti cal Illodel. 

The stud y adopted tlHee spec iri e ratios. Rdul'll on eq uity. retul'll on assct 

and net int erest inco me. Since co rporate governance and agency th eory locus 

on shareholders. there is the need to employ the retul'll on equity as a 

performitn ce indi cator. Secondl y . the study ad opted net interes t margin because 

th e concentrati on lVa s on bank s in Sub Saharan Afri cit . Return on asset was a lso 

par! o f the perlo rJ1litn ce indi ca tors becau se o f it s ability to generate rc velllh: 

fi'om the assets o rthe bank s. 

Return on asset (ROA) 

Carter et al. (20 I 0) states that return on assets can be defined it S the 

b
'I ' I" '11)/ [(1 <fenerate accounting revenue s exceedingaclual expenses 

CI I It y () a comp, I :;; 

. .tlolio of assets. It is computed as net profit aner tax divided 
based on a given pOi 
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by l otal assets which clea I ' I ( r y (emonstr~t'es I b I.' , " , " lOW CI Cln" ISjudlclously emploYing 

its asse t in ord cr to "cner'll ' ' "' 
c (C Income, I he challenge 0 1' return on Cl ssct is that it 

docs not include 0 1'1' balance sheet I't'eill s, 
This leads to understating the true 

va lue or the Cl sse!. Thi s ca n cr ' b' " .. 
eCile CI laS. w l1I(.:h IS pOSItive, anyway. where return 

on asset is overstated in tI -
l e assessment of performance of bClnks, Regardless of 

thi s chCl ll en"e i t still " , 
c . It nHlillS CI very good method of meCisuring pI' fitnbilityo f 

ba nk, 

Return on Clssel descl,' l)C' I ,"fi' I ' . I ~s l owe IClent y mClnCl gers hCl ve used the asset 

to ge nera te betler ret urns, Return on Cl sset is viewed CIS CI gooel measure of 

perform;lnce becau se it is not vu lnerab le in the short term. It is a concrete 

measure of performCince since it is no\ vo lCi til e or vuln erCible during thc shurt 

terlll , 

Net Interest Margin 

In' fin econolllY, bClnks represe nt financiCiI intermediCiti on. which mea ns 

that whell int erest margi ns Cl re lower. the welfCire of the populCiti on can be 

cn hanced . Interest rates sprcCleI are genernlly highcr in f\lj-ican countri cs CIS 

cO lllpClred to the developed countries. MensClh. AboI'. AboClgye Clnel A elj Clsi 

(2012) provided ev ielence thClt the high interest rates in African countries means 

banks Clre opernting less efficiently and thi s results to serious consequences for 

the surv ival ol'the privatc sector anel the economy at large anelthis leael s to high 

cos! of borrowing, GhClna, for instance, is noted as one of the economies with 

Imgest interest rate spreCids (Gockel & Mensa h. 2006), 

Net interest margin is calculated or computed as ratio of net intcrest 

incoille to the tl)tal ea rning asset. This method is not wielely used as compared 

"ss,.,t "Ilcll'eturll on equity, It , however. summarizes the effkiency 
to return on" v" 
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or ba nk s' int erest-be~ I"lll " g assets. WI] tl en ]e net i I]tel'est .. I . margin IS arge l". It 

impli es th ~ bank has been able t ' o mdna IJe tlle b'l lll 's ' . t b' ::> " In erest- ea rlng assets. Net 

i nt ~re st margin is a mea sure orthe .' " bank s a billty to ge nerate interest incomc as 

a result 01" thc perlormance 01" tl e b . ' . ] ank In lene!lIl g out money. The income or 

bank s strongly depene! s on tl I" fr . . le (I lelence between Interest ane! the loa n niven 
" 

out. The hi uher the net interest .' b - III a I gin y the bank. the hi gher the interest 

in cp me on the asset which eventually increases the bank' s pro[-itability (K usrina 

&. Fat im ah. 202 1). 

For the purpo ~es of assess ing the prolitab ili ty or a bank. net int ere st 

mal"oin is mostl)1 usee! -rile I' C~SO r . t'l ' . I ' " . " ." n 10 1 li S IS t l<tl Interest In co me ane! Interest 

e:-; pense are th e most s igni fi cant component of a bank's major operat ions. and 

mak e up the majority of their operating income (G unt er et al.. 20 13) . 

Return on eq uity (ROE) 

Return on eq uity IS the favourit e of all the financial performancc 

measures ane! it IS widely empl oyee! method ror measuring financial 

performance o r linns. I t measures the return s that investors 01" shal'ehole!e rs 

rece ived in a given yea r. Return on equity measures the returns that the 

shareholders rece ived in a given fiscal yea r. Return on equit y increases the prolit 

ane! wea lth or firm s and that is the objective of every bu siness hence it is seen 

as the tru e mea sure o r performance. The effectiveness ane! e rrici ency o r firm s 

ca n be assessed by using return on equity since it demonstrates how bank s 

reinvest its ea rnings to generate future pro lit (Rappaport. 1986). 

A bank's return on equity is cOl11l11only usee! to meas ul'e prolitability ane! 

the efficiency of the bank s can be assessed by applying ROE because it 

dcmonstrates how bank s reinvest its t:arnings to generate future pro lit. The 
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In crease of return on equity depends on the capitalizat ion or the bank s and 

operating pro l~t lllarQin, The ' . ' . ', . ' " , 
~ ex pansion of letul'll 01 equity wli l be delayed If a 

bank is highlv cap ita l ized tl ' I. I " , 
, 1I 0ug I tl e 1 lei' 1 ca pital adequacy ratio (CAR) 0 1' 

ri sk-weighted ca pital adequacy rati o, The increase o r the opcratin g marg lll, 

however. ca n smoothl i ' IJ' I ' . I omote t Ie return on equity (Arora & Sharma. 20 16), 

Return on equity depend s on the cap ital mana ge ment act iv iti es, When 

the bank s ellllJl ov ca lJital 111 0 'e rr t·' I I ffi ' , - (, I e lec Ive y all( e · Iclently, they w lil have bellcr 

linallc ial gear ing and subsequ ently leacl to a higher return on equity. Financia l 

instituti ons wi th ,\ higher financial leverage Illultipli er ca n utili ze a sillall er poo l 

or stake holder fund s to produce hi gher interest-bea l'ing asse ts, thcreby 

Illax imi z ing profit s (Arora & Sharllla , 20 16) , 

O n the other hand. an increasc in return on equity ca n also sholl' mOl'e 

ri sk , as high I' isk cou ld increa se ea rnillgs ancl thi s ca n indi ca te that return 011 

equity in creases return s or ea rnings but also becoilles ri ski er as debt is added , 

thu s deill onst rat ing a stronger financial pos ition, There is plethora or literature 

that has used return on equity as one or the main perrorma nces (Arora & 

Sh'1I'Ill(1 . 20 16: C hahal & KUlllari , 20IJ), 

Return on equity focuses on investors and return s for shareholders, 

Return on equity deals w ith raising cash internall y . hence they can use the 

var ious profitable reinvestment opportunity in the future, Return on eq uity is a 

sion i !icant indicator in mea suring th e performance or bank s and has been 
~ 

I I ' I ' Ii ' '1111Jrior stuclies Fo()n" -Illin!! (2008) opined that efficiency or resea rc lee WIC e .' ,~~. 

b I b esseci b)1 usino return on equity which indicates the ex tent to 
an ,s can e ass " 

I 
'I ' ' I "lillds b)1 banks are used to generate I'ilture earn ings, WllClrelnvestee II ( 
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T he l11 easurel11 ent o fTllll ··1 fi , n!lIJro It to S ll ~ ·el Id , ~ I · ~ , .I 10 el· s lune IS normally use d 

to deterl11ine banks' p e rfo rl11~n ce Pr . 0> ·· • . o lit ",enelatlng effi ciency ca n be measured 

using return on equity beca use ·t 
< I ll1easures how l11uch pro fit a cO ll1pany can 

generate . Th e inc l·eased return on . . . . ... equity Ill1plleS th at pro llt IS In c r ea sln~ w ithout 

necessa ril y injecting I'I·esh ca lJita l into til e CO llll),'lI1\' . . A n increa sc in return on 

equi ty illlpli es that sharehold ers have ,'\ccess to enough cash for their 

in ves tl11 ent. In sUl11mar)' w he ltl . . . . . ( . I l e letul"ll 011 equity IS hi gher. it is better for both 

th e. cO l11pan v and the sll'lreholl . I~ ·1 . ,e el . "urt l ermore. return on equity reli es on the 

rctn in ed ca l"llin gs !"i·OIl1 th e prev ious per iods and prov ides info rmati on to 

shareho lders. It sil11ply prov ides inlo rmati on to sharehold el·s on how capital is 

I·einves ted efficientl y in the va ri ous bank s U ,rora & Sharll1a. 20 16). 

Co ntrol Variables 

Financial Leverage 

It i s the debt stock of a company to equity. Extreme leve l o f leverage 

Illean s is being co ntroll ed by cred ito rs. which motivates one to mitiga te the 

agency costs. Thi s helps to increase the leve l of'transparency that is required by 

c red it o r ~. Ex pec tati ons are th at there should be an adverse efrect between ckbt-

to-rati o to agency cost and a positi ve rela ti onship between debt to eq uit y to asset 

turnover. T otal debt in relation to total asset i s a Icverage rati o that describes the 

total amount or debt in relation to assets. 

Debt-to-equity is therefore expected to correlate negativcly w ith agency 

costs and correlate pos iti ve ly w ith assct turnover. Total debt to total assets is a 

leverage ratio used to gauge the totHl amount of debt rel ati ve to assets. This 

makes it easier to cOl11pare the leverage acro ss different finn s. I f the ratio is 

I
. I I I . e ot·level·aoe also becomes higher which lead s to financial risk. 

IIg l er, I le c egl e '" 
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This rati o i s made UI) o f I t 
s lor term and long-term debt as well as total asse ts, 

[Vlye rs and rVlaj luf (1984) bl" ' . , esta Ished that are highly profitable and able to 

!.!,cnera te hi!'!'h profits 'lb le t I I b " - ~ '0 emp oy c e t leverage capital w ith equity than th ose 

that are unab le to generate high pro fit 

Firlll size 

It is co mputed as the logarithm or total asset. Va st firm s generall y ha ve 

less agency cost because of their economies of sca le and thei r potential 10 attract 

resource, Expectati ons are that the size ofa firm w ill havea n aclverse effect wit h 

agency cos t and also ha ve a positive relationship with asset IlIrnove l', In most 

pri or stucii es of determinnnt s of bank perlornlance, tota l asset is employed as a 

measure l'o r size or bank, It is normall y used to determine diseconomi es 01' 

econom ies of'sca le in the banking indu stry, ivl oreover. the size of'bank is linked 

with diversilication w hi ch is in support of'p roduct and ri sk portf'olio, 

Economi es of' sca le in the view of (Klomp & De Hilan, 20 12) wi II 

miti!.!,ate the !.!,atherin" and process ing cost of info rmati on which w ill lead to a .... -- ~ 

positive relati onship with perf'o rmance, Banks that are large or vast w ill show 

adverse eff'ec t between size anel performance due to agency cost and 

bureaucracy , 

The Basel Accords 

Boora and Kavita (2018) explain that The Base l committee puts together 

I I
' ' "ISOI')' benchmarks l'or effective and ei'ficient supervi sion of ane re eases supel \ 

k
' 'd ,t" which is fundamentall v known as The Basel Accorels, The 

the ban ' lI1g In uSly • 

I 
"t'e 'llatiOll'l1 accepted regulatory mechanisms that govern the 

Basel Accorc S HI e In I" -

, ' f'b' I' ,th the intention of mitigating risk in the banking industry 
operat Ions 0 ,In ,s \\ I 
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(Du. Bhattacharva & Sen ?O I 0) I . . 
• ' -. t IS establi shed (hat the Base l Accords are not 

r~gulati o n s or treal y. however tile)' '. II are 10 owed by banking and financial 

reQlil :llors inc luclinn devel I I I . 
- == opec ane e eve loplIlg countries (Boora, 2018). 

L essa mbo (?O I ~) 10 't I I . . - .) ) SI S t lat tle Ba s!;: 1 Accords se rves as Intern ati onal 

banking benchmark for til e IJlll'IJoses r I' I .. o regu allons ane supervI sion o r the 

banking indu str v Tll C l3~ se l A '1 ' I' - ~. co . ' ccole s ocuss\':s on stru ctured system w hi ch 

lil c ilitat ·s banki ng and financial regulators and superv isors by identify ing ri sks. 

Furtherm ore. th e Ba se l Accord s provides a rmmal system which link the ri sks 

id enti fied directl y to the ca pital or the banks. The Basel Acco rd s. hcnce prov ide 

n structure ror reduc ing th e ri sks inherent in th e banking industry. 

Doora (20 18) ex plain that the Basel III Accord s is seen as internati onal 

regu lati ons o f' th e bankin g indu stry whi ch prov id e va st opportunity lo r 

enhanc ing the ri sk management system. T he main protoco ls to ri sk managemcnt 

are adopting int ernati onal ca pital standard s and the Ba se l Cme Principl es f'or 

Effec tive Bank Supervision. O ne orthe esse ntial aspec ts in co mprehending the 

I3ase l Accord s. however , is that the rul es and I'egulations issued by the Basel 

CO lllmittee are not supposed to be stri ct ly binding (Ayadi et al.. 2016). 

The Ba sel committee ha ve spec ifically issued three accords. Thcy are 

Basel I. I I <lnd I II. All the three accords, however, relates to each other and 

renect recent deve lopm ent in the banking industry . The Basel Accords agrees 

that maintaining high level capital alone is not sufficient and guarantee to ensure 

," . I t [) 'III't\1 Ilc'llce these accords assist the bankinl!. indu stry to mitil!.ate In:lnCla s a ~. -_. 

ri sk (Lessambo. 2013) . 
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Corporatc Gov cnl'lncc r. . 
, 10m thc pcrspcctive of Organisat iOIl fOI' 

ECOllolllil: C O-OllCI" lt 'l II) , all all! cvelopmcllt (O EC D) 

Flori n. Elena an d Carmen (JO 10) I - averrcc that co rporate governance 

codes have their main source 1'1'0 111 OE-C D all cl - most countri es' co rporate 

governance prin cipl es and rul . d -, es emerge Irom OECD, Many governanccs 

related probl ems arc 'IS a 'e It [. , . , , , I su 0 separati on 0 1 ownership anei cont rol. W ith 

n.o's pect to the imlJOrt ance as . I I I ,. . , ,oclatec to S l are lO lel er ri ght In law. Increas lIlg the 

va lue o f shareholders is til e 111 0 t " fi . k f S Slglll Icant tas ' S 0 any corpora te governance 

mechanism (A Cluil era & Cuervo -Cazurra. 2004) , 

A good govemHnce I'ramework is one that minimi ses the cost of the 

agency in the system w hi le ensuring a balance between accountability and 

power . i\ bett er corporate govcmance fi 'amework should make provisio n fo r 

incenti vcs lo r management to undertake the obj ecti vc of the co mpa ny whi ch 

shoul d be in line w ith shareho ld ers interest by moni torin g. supervising and 

ensuring per fo rman ce o f firm s (ACluilel'a & Cuervo -Ca zurra, 2004). 

T he OEC D framework or principl e was estab lished in 1999. T he main 

ob jec ti ve was to develop a fi'a mework that va ri ous govemm ent s could adopt to 

enhance anel enhance the legal , instilll t ionai. and regulat ory fi 'a mework I'm 

corpora te governance (OEC D, 2004), Stock exchanges. eompHnies and 

inves tors could also adopt these princ ipl es , It must be establi shed that the OEC D 

li'aJll cwo rk or prin cipl e is not co mpul sory for countries to adopt. neither is it 

legall y binding. A doption is basica ll y vo luntaril y because they only serve as a 

benchmark that can be used by countries in the deve lopment of their olVn codes, 

Ever since the principl es came into existence, various government. stock 

I I cOll1pall 'I es have adOIJted it. The principl es are always subject to 
exclangesa nc ' . 
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rev iew by reprcsentat ives of thi ' . ,. , . 
I ty Countlles 111 order to ensure that thcy arc In 

line w ith chanoin o dellland · I 
'" '" 's In t l e regulatory and changing environlllent. 

T he O ECD pl'i nc il) le ' ' . , . . . 
S IS Inlel nati onall y recogni zed as an intemati onal 

bCllchmnrk fOl' sound Con o' , " /. ' , . I I ate ",0 \ el nanee. Regulatory agencies, goveml1lcnt 

co rp orati ons and even nOI1-0E·'CO cou ntri es ha ve adopted principle. 

l\IIanawaduge (20 12) ind ica ted tlla t the principl es were revi sed in 2004 to 

in c lu de developlllent s beca use the in i ti al release whi ch focused on val ue 

Inax illl iza t ion and shareholders ri ght Iws becn strengthened. T he new rcv ised 

princ iple now foc uses on the measure of an erfecti ve corpOi"ate governance 

stru cture. Shareholders ri ght. ro le of shareholders and guidelin es for cnsurinQ 

that di sc losures are done in an accoun tnb le and transpare nt manner . 

Co rp o r a tc and transparen t Governance in S lib Saha r a n African 

T he concept o r corporate govcrna nce in Afri ca came into li Qlll in 1998 

In a W orl d Ba nk report which was assessing a decade of structural nd.iu stlllClll 

lend ing peri od. Accordin g to I(ern ndi (2008) , the topi c of Afri ca n governancc 

wa s first ment ioned in a World Bank report rev iewing 10 years o f stru ctural 

adj ustment lending experi ence in 1988 , "Severe instituti onal and managc lIlcnt 

shortcomings in the public and pri va te sectors have proven unex pectedl y criti cal 

as impcd iment s to improved performance ," accordin g to thc resea rch. 

J( erandi (2008) opined that the concept or "good governance" was 

reec hocd in 1989 W orld Ba nk report on Sub Saharan A fri ca when the cri ses in 

th c rcgi on was rei'errcd to as '"ai sis or governancc. Sincc then, internati onal 

linanc ia1 instituti ons concentrate on promoting and improv ing the effi ciency 

I f f
' t' > ess of l)lll)lic sector institutions and the performance of public 

anc e ec Iven 

polici es, Naim (2000) establi shed that fo r the purposes o f reform s, the 
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Owin n to tl ' I 
'" l ese ae vantages, quite a num ber or Sub-Sa hara n A fri ca n 

countri e have adopted the c I r ' , " 
oc es 0 CO l pOI me govern ance prac ti ces which have 

internati onal reeoO ni t i ' I b ' 
'" on cl ne ee n used In deve lop ing countries, Thes~ 

gu ide l ines or codes \\'h ii " .. '.. , 
C 1 al e telmed as best prac ti ces ' we l'e lor illulateci on 

similar codes issued bv (OFCD 7004 ' " ~ , - ), I-l ea rn (20 II) reillarked thatmost of the 

corporate l.!.overn ance codes 'I ' I I b ' , . .. ~ \\ l lC 1 lave ee n enlorced In Sub Saharan f\lrrca 

ema nates ti'om the deve lol)ecl co t ,' , I I " , . un li eS , mp ellleillat ion and enforcemcnt 0 1 

la\\' m it ioa tes the na l) I' ll ' C, " l ' 
'" ::>< I n I 0 1 ma tl on )ct ween ma nagel's and ageill s 0 f compa n les 

w hi ch leads to the red ucl ion or external fina ncing, Ro ssouw (2005) posi ts that 

qu ite a num ber of Sub-Sa hara n A li' iciln counll'i cs hilve weak lega l and 

regulatory syste m, T hcse countri es lilck some of th e lilIv nnd I'egul ati ons th at 

wi ll leg iti mate ly protcc tthe interest of var ious stakeho lders, 

Opa ra (20 II ) il sse rl s thill there are vcry good laws butthe probl em is the 

lack o r en forcement of th ese la ws, Ka u f'll1 iln n et il l. (2009) a Iso ilsserts thaI thc 

prac tice ur burea ucracy il nc! corrupt ion are sce n to be on the ascendilncy in Sub 

Sa hara n A ri ca, Since co rpom te governance relo rm s are benefi cinl. most 

countr ies across Sub-Sa haran AI'i' ica have developed their o\\'n co rporate 

governance codes, A key chil rae terist ic in th ese codes is the fact that it is selr -

regul il tory, Rossouw (2 005) suggested thilt firm s shou ld go beyond the 

adn pt ilt ion o rthe eode by consid erin g good corporil te governil nce thaI led to best 

bu sin ess practi ce , 

T he codes. genernlly , centers o n co rporil te governil nce (l llhc firm It: vcl 

ed to t'lle I'eolrl il tory levc l (Rossouw. 2005 ), M any of these codes too 
as CO ll1pil r '" 

'I' 'til l' lltel' llatl'ollil l reco illmendati ons sllch as those proposed bv are III Ine WI < " 

OEC D (2004) and Cadbury , The obj ec tive o r Ihe codes is 10 ilss ist finn s 10 
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promote and improve tl " '. " 
l ell COl pomte governance structure. Spec ifi ca ll y . the 

co des clcal w ith the se l)a' t ' fl ' ..._ 
,I a Ion 0 tle chalrpcrson and the chief executi ve ori lcc r 

C hapter Summary 

The chapter rev iewed the va n ous co ncepts and related issues on 

co rp orate governance that are ca pab le of hav ing impact 011 perform ance and 

regul atory co mpliancc. Specifica ll y, the chapter dea lt w ith th e board structul'C 

and oWIH.:rship struc ture of corporate governan ce. Thcy were board size. board 

independence. audit co ml11il1ee, board divel·s ity . 111<111ageri al ownership. 

ill stitutional ownersh ip and owncrship conce ntrat ion. Literature was al so 

rev iewed on regu lato l"Y cO l11pliancc. T hrce key perlo rl11 ance ind ica tors (return 

on asse t. nc t interest inco l11 e and I"etul'll on equity) were al so rev iewed . Re v iew 

ortwo co ntro l va ri ab les were also done. Finall y . a l11 odera ti on va riable ( type or 

bank ) was a lso rev iewed. 
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Introduction 

CHAPTER FIVE 

RESEARCH M ETHODS 

T his chnpt er' foc I 
uses on tlC resea rch methodo log ics of the study. 

According to C reswe ll (JOO"') I . " . . , . 
- ..l. tlC rcSC,lI ch methodo log res are th e loundatr on 

aroun d w hi ch the elll· ·· . I . b ' rr e researC l rs ased. 1 he resea rch should bc si tu ated 

wi th in a researc h d' I pam rgm ane n technique that is viab le w ith the research 

parnd igm chose n in ordcr to effective ly se lect the best method s lo r do ing 

n:sc,lrch (Cr<':5I1'cll . 2003). T hc se lectcd researc h mcthods to a large ex tent foc us 

on the \\ays nndmeans in whi ch data was co ll ected and analysed. 

In br ief: thi s chapter foc uses on the methods tha t w ill be used to cmry 

ou t the stu dy. Co nsideration w ill spec i li ca ll y be given to the r'csearch 

phi loso phy. research des ign. re searc h approach. study area. daw co llection and 

sa mp l ing procedure. definition and measurement of va r iables and c til llm ion 

techni que. T he chapter thcn concludes wi th the chapter summary. 

Research Philosophy 

Resea rch phil osop hy is primaril y defi ncd asj usti ficat ion lor choosing a 

specifi c proced ure or method of conduct ing resea rch . Posi ti v ist and 

in tcrpretiv ist are the two ma in parad igms or approaches to resea rch. T hese 

di fferent orientati ons or v iews depict how knowledge is conce i ved or developcd 

co ntribute imm ense ly its role in bu siness and management rcsea rch (Saunders. 

Lewis & T hornhill . 2009). BrYlllan (2008) described phil osophi ca l assumptions 

as a sys tem o f bel iefs that addresses what ought to be studi ed. the man ner in 

w hi ch the research should be condu cted and how the interpretations o r the 

findings should be. 
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In a nut shc ll . thev ar · (T •• ' I .'" . . e ",enel a Oilenlali ons the resen rcher holds aboul 

the wor ld (C reswe ll . 2009) L' I - . 
, Inco n and Guba ( 198)) suggest that a panlciI gl11 

consist o r the impressio n or reseal'c llel'S abo lll' th e way resea rch should be 

cilr ri ed. It also dea ls w ith th t · I I . e lut 1 anc rea lity (o nto logy) and how resea l'chers 

estab li sh w hat the truth 0" I ' , ' ( . . I l ea Ity IS epl stel11 ology), Co lli s and Hu ssey (2003) 

,welTed thilt choos in o " s )ec'l- ' I I I " "" I I IC I11 ct lOCO ogy by a resea rchcr IS dcterl11I Jl(;d by 

the ph i losophical assuI1lpti ons about the onto logy and epi stemology, 

B urrell and Morgil n (20 17) pos it that a nUl11ber or ty pes of assumptions 

w i II be I1l ilde at every stage in resea rch w hether one is awme consciously or not. 

So m e of' these propositi ons or assuIl1 pti ons about hUJ11 an know ledge w hi ch is 

the ep istemo log ica l assul11 pti ons. and the rea liti es one th at are encountered in 

research w hi ch constitute the onto logical assul11ptions and the l11 anner and the 

ex tent one's va lues arrect the process o f' resea rch w hich co nstitute the 

ax io log icn l assul11 pt ions, 

T hese propos iti ons undoubtedl y shape how researc h Cj uesti ons nre 

und erstood. the method one empl oys and how the finding s me interpreted 

(Crotty. 1998) , A ca re full y des ign assumptions w ill lead to a research 

phil oso phy be ing credibl e w hi ch wi ll deal w ith one's meth odolog ica l choice. 

strategy o f resea rch, data co ll ec t ion tec hniCj ues and analyses. T hi s Il1akes it 

eas ier fo r a coherent research proj ect to be des igned which w ill inculcate all 

eleJ11 ents o r research, 

John son (2006) assert s that as researchers of bu siness and manngement. 

. I d f'O I' 011'> to be aware of' the philosophi cal cOl11l11itments one 
there 1S t l e nee ~ 

I I tl Cl'loice o f research strategv. Thi s is necessary becau se it will 
makes t lroug 1 le . -

"c: . t'f'eel on what one does and the level o f' understanding o r 
have a slgnilicant e 
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\V h ~ t is bein o resea rched P ' .. 
" . . OS Il!vISIll deal s w ith phil osophi ca l position of the 

natural sc ie nti st t lH t 111 "'1." b . 
, "",-s an 0 ser V~ tl o ll b' ' I I " . " <l StC on I'ea It )' III order to make a 

ge nerali zation . 

C rott y ( 1998) • avers one can eIJI's telllo lo" I'C',lll\1 " "concen trate on 

di scoverin cr observ bl I r 
" a e ane I~ C t S that ca n be mea sured. It Illu st be establi shed 

that ph eno ill ena that one' l . '" c<l n 0 )sel ve and quanti fy w ill ull!mately ka d the 

prod uctiun or n edibl e d~t ' l -rl ' . I . . -, , . lt: l esc-arc lCl' concentrates 0 11 fa cts. lci l'n till es 

ca usalit v . Illit i o flles 1 )lle ll 0 Ill e ll ~ t I . I ' .. , "" " 0 tIe si mp est la rm. establi sh or l ormulate 

hy pot heses and subject them to testing. Thi s focu sses on operati ollali zatio ll of 

concept s and illeasurement of these concept s w ith large sa lllpic size (Sa unders. 

L ewis & ThOl'll hi 11 .2007) . 

H onebein ( 1996) ex plain s the constructivi sm phil osophical paradiglll as 

method in w hi ch individuals construct their own knowledne andunderstandillo 
'" " 

of the world. They do thi s through ex peri ences and they refl ect on th ese 

exper iences. Co nstructivism phil osop hers are o f th e opini on that peopl e try to 

apprec iat e ane! understancl o f the world ill which they li ve and \\'ork . 

Experi ences are subj ected to individual subj ective Ill ea ning. The resea rch er tri es 

to look fa r views that are complex as compared to aligning th emse lves to narrow 

mea ning inlo few ca tegories or ideas. The Illain purpose of the resea rch is to 

depend on the parti cipants' opinions orthe situnti on being studi ed . T hey intcract 

w ith other people and so the qu estion s become broad and general so that the 

researcher can end up constructing the meaning orthe situation. 

Constructivists assel'l that reality is subjective. Thi s is beca use 

individual participants are involved and they are va ried. The constructivists. in 

I II l 'l'le\'o> tl1<1t reedit)' is subjective and not objective. Pragmatic a nu t s 1 e . )C . '- , . . 
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ph i losophers do not aCce)l -
, I attempt s to cOl11prehend know ledge by subjecting to 

sO llle spec ifi c foundati onall I- t' \\ . . , )e Ie s . . I lth respect to pragmati sm. general method 

ofenCluiry and spec if"ic b ' I ' ~ r I I' . . . e 1<:: I S S lOU d be.ludged by their outcome and use lulness 

in ac hi ev ing human gO:l ls. 

Godrrey -Sillith (20 15) locus on the primary of m le o f kn owledge in 

guidin g acti on and pra ct ica l : problem so lv in g. It is techni ca ll y out o f"pla ce for 

a pragillati st to c laim that the fccus 0[" direc ti on or to se lec t bctween th eories 

should depend on practi ca l or comlllerc i:l l de m:lnd . Praglll:l t ists are of the v iew 

thm concepts are onl y illlporwnt w hen they are support ed by action. The 

resen rch. fc r a pragmati st, cO ll1m ences w ith a pmb lem with an objt:ctive to 

contribut e practical so luti ons that dea l w ith future pra cti ce. T he reflex ive 

process o f enCluiry w hich is as a re sult 0 [" doubt and an implicmion that 

sOlllethin g is fu ndHlllentall y incorrec t or oui o r place w ith the intention to re-

crea te beli ef w hen the probl em is settl ed (E lkjaer & Si mpson, 20 II ). 

T hi s st udy was subj ected to positi vist research des ign . Thi s is becau se it 

depend ed on body o r know ledge. literatul'e rev iew, conceptual I'ev iew and 

~c i en ti li c procedure :lnd hy potheses IOl"llllilation 11'om which observations were 

cap tured in order to determin e the tru th or otherwi se of the st:lted hypoth eses . 

T he study ver i fi ed propositions through empiri ca l tests. 

Rcscarcli Approach 

Campbell et. al. (2004) ex plained that regardless o f the research 

I S to whethcr it is Clualitati ve or quantitative, the main task is to explain approilc 1 iI 'I 

I I a M ost rese'lrchers w ho have tried to define, criticize, an.!ue and 
t 1e p l enomen, . ' ~ 

. I'elationto re search approaches center primaril y on the l11 ethods 
counter argue In , 

I 
. f'd t allal)'sesofdara and sUlllmary offindings.lt is an established 

co leetl on 0 a a,' , 
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fact that both posit ivist and .' . 
constlu ctl Vlst s ha ve not made any assertion that one 

in strum ent is re liable ane! /. I' I I . · . . \.\ Ie tldn the 0 1 dcr. ThiS mea ns that both apPI'oaches 

are mea nt to ach ieve the sa me goa l. 

It is important to choose a I'ese' I I' . I I . II ' MC 1 parae Igm Wit 1 t le SUlta 1 e researc h 

approach. Co mprehending thesc research approaches helps in making the 

approp ri ate selcction of reseal'ch mcthods. Deductive and indu cti ve are two 

ma in rescarch appro,lc hes (Sa unders et al.. 2007). Choos ing a spec ifi c resea rch 

approach depends on the researcher ' s orientation. II ' a resea rcher is pos iti vist. 

then quantification ordata will hi s or her interest. hence will adop t a quantitative 

resea rch app roach. 

On the oth er hand . if a resea rcher is an interpretiv ist. th en qualification 

or data will be the ord er of th e da y. hence will adopt the qu al itati ve approach. 

I r the researcher, ho wevcr, is pragmatic then the re search er will combine both 

quantification and qualifi ca tion or the data. hence the approach will be a nli xed 

method. Obscrvation. open-ended questi ons, interviews and lield notes are all 

qualitative data in struments lI sed for data collection 11'om pal·ticipants. 

The participants are involved and therefore makes qualitative resea rch 

approach create a vast understa nding ofbahaviour a nd perspecti ve. Qualitativc 

resea rch approach provides evidence about rea l life situati on (Lcedy & Ormrocl. 

20 14). Ey isi (2016) opined that the collection ofqualitativc data such as picturc 

and worels by thc resea rcher who happens to be part of the instrument makes 

qualitative resea rch well positioned for providing I ~lctual and descriptive data . 

Leedy and Orillroe! (2014) asserts that the theory that emerge from data perm its 

the researcher to construct ane! reconstruct theories where applicable and based 

I 1 t 'ellel'ateel illstead ortestinu the data uenerated by other researchcrs on t le e a a b ' ., --
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elsewhere . Participant' s , ' ' .' . . . 
ex pi eSS lons and experiences are easil y comprehended 

in a situat ion where the' . , " . l ea l e scan ty or no Inl ormatlOn about them. 

Trevena et al (/0 I ') I I' I .. . 
. , . - ..l e e Inee quantitative resea rch as re;:sea rch \I hl ch 

seeks to an:ll) St' rese"lrch ob'e't' I I . , .I ' C Ives t lroug 1 numeri ca l l1leaSUI"I:! ment and 

an<ll \'ses o rd at'l I/ otl .' (/004) . . , , , . \. lall _ pOS itS that the qua ntitati ve resea rch [lpp roach 

is ba sed on the ont olog ical pl"Opos iti on that the concept of' rea lit y is based on 

lilc ts and experi ences . Coo per and Schindler (20 II ) assert that quantitati ve 

resea rch is used when the direc ti on of' the research is to exp lain, describc and 

IJI"ed ict. w hil e the researchel' avo id s bias by maintaining a di slil nce. The use 01' 

probab ility sfl mplin g and stati sti ca l <1I1al yses is assoc iated w ith quantitmive 

research approach and th e findings ca n be genera li zed to the Sllidy populati on 

(Cooper & Sc hindler. 2011) . 

There are several benefits o f' quanti tati ve researc h. It is appropri ate l'or 

cfl rry ing out study w ith a lal'ge sa mpl e size . It also saves time and it is cost 

effect i ve. W ith qu anti ta ti ve resea rch. one ca n also generalize the resea rch 

fi ndings when the result s are valid and reliable (Leedy & 0 1"l111"o(\. 20 10). 

Sarantakos (200 5) di sc losed that the research procedure is predetermin e;:d hence 

may limit the elTec ti veness o f the resea rch process. 

Bot h quantitative and qualitati ve re search approaches have limitati ons. 

In O rd er to so lve this problem, quantitati ve and Cjualitative resea rch np proaches 

are employed w hich results in the mixed method approac h (Johnson, 

O ll\,; uegbuzie & Turner. 2007). rut di fferen tl y, mixed method s resenrch deals 

\I ith the inte!.!ra ti on or quantitative and qualitative research in the co lkdi on and 

I . I'clat'a to be l'lwestiuated (FellerS, Curry & Creswell . 2013). nna yS ls 0 " . ~ . 
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W ith resl)cCr to e"p lol"lto ' . I I I I . f-., ( I Y mlxcc metlOc S C eSlgn. the resea rcher. Irst 

and l·o reI11 Os!. co ll ects ane! analyses qualitati ve data ane! makes use of' the 

line!ings o f th e qualitative data to add ress quantitative data co llecti on. With the 

e"p lanat ory sequential mi xed methods e!esign, on the other hand. the 

in vesti gillor co ll ects and ana lyses quantitat ive data to add ress the quali ta ti ve 

d(lt ~1 collec ti on . It is estCl bli shed that the mixed method approac h could he 

expe nsive and time consuming. however. it is advantagcous because it has the 

cO l11bin ed e f'i ()J'( or both the qualltitat i ve and qualitative I'esca rch approach 

(Cooper & Schindl er. 20 I I ). 

T his st udy adop ted Ih e quantitati ve approac h. Since sc ientifi c method 

for data co ll ect ion and analyses are empl oyed, generali za ti on of the findings 

beco me feasib le wi th thi s approach. Popay. Rogers and Williams ( 1998) aver 

that the di scuss ion of researc h result s should not be viewed as a Iilere 

co incid ence. D enscombe ( 1998) assert s tha t in quanti tat i ve resemch. the 

researcher is deta checi from the resea rch. hence can be conclud ed as a strength 

o f quantitative resea rch. 

Since the resea rcher is not in direct contact w ith the participallt s. (he 

co ncept of researcher being bias in the process of the data co llection w ill be 

eliminated. Pu differentl y, th e obj ect iv ity and the fa irness o f'the resea rcher II ill 

no t be GOmprom ised. Respondent anony m ity is a Iso high Iy guaranteed 

(C reswell. 2009). 
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Rescardl Des ign 

S:tunders et al (2009) " I ' 'I ' , , ex p aln t tat resea rch deS ign IS the gencral plan 

lo r conducti nO' inc lud ino tl' I 
"" '" le Sll ategy, t le da ta co l lection. the ti me hor izon and 

the analys is proced ure T I . ' . . I I ' , , . , l e I esealc 1 c eS lgn ca n be deSCri ptive. exp lanatory and 

cxp lora tory, Th is 5t I I I uc y ac optec the descri pti ve resea rch design. T he 

termino logy or descr iptive survey resea rch is des igned to ga ther vita l and 

precise da ta co ncern ing th e ex ist ing statu s or phenomena nnd, w henever 

poss ib le. to draw va li d genera li snti ons 1'01' the fac ts ob tained w ithou t interrer ing 

or contro ll ing the c ircum stance, T hese ca li bers ofstud ies are not onl y re 'tri cted 

to f~ l c t findi ng bur may normall y lead to th e rormul at ion of'csse ntial princip les 

o r know ledge and li nding so lution to important prob lems re lating to state. 

nat ional and international issues, 

T he study employed a pa nel dilla tak ing into consid erati on cross -sect ion 

and t ime componen t to test relat ionshi ps and hy pothesis, Panel da ta is made up 

o l' lI1ul tip le observat ion on each sampling uni t. It cuuld be cren ted by combining 

t imc-scri cs da ta li'om a var iety or cross -sec ti onal units. such as countri es. 

reg ions. stn tes, businesses. or randomly sampl ed homes (Ba ltagi . 20 14), 

K ennedy (2008) argued that panel data explores more issues as compared to the 

individ ual efrort or time-series data and cross-sccti onal data ( l3altag i. 20 14) 

summa r izes \\'hnt panc l data docs, I t prov ides more in rormati ve data . addresses 

the i ssue or co llinea rity. grea ter va riabilit y. hi gh effi ciency and more degree o r 

fi'eedom, Simply put. panel data ti es to identify a group o f trait s tak ing into 

co nsi derati on the problem or heterogeneity whi ch present among indi vidual 

units, 
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Furth ermore. (Iuite ' b 
,I nUI11 er o r data points are used in panel data 

modeling which enlnnces tl . bl 
( le PI O el11 degree o f freedom. Shon (1979) and 

Bourke ( 1989) studi ed a .' f' ~ . 
( val lety o · .-unctlOnal form s and f'ound that the linear 

mode l produ ces findin o 

'" that are as good as oth er functional forl11 s. It is 

thel'dare not unCOlllmOll t . o cx pert ence that quite a nUlllbel' o f literatures on 

pe rla rmance o l'b'IIlI ' s lla\/eo t 11" 1 I' ~ . f' .. ( '( P e( 0 1 t le Inear l't lnct lonal orm w hIch IS sec n as 

nn appropriate l'orm for analyses. T his study adopted the linear lo rmto analyse 

th e pa nel data . The eo llinearity among the ex planatory va riab les is also 

mitigated to the extent that the effic iency o j' economic estimates is enhanced. 

POJlulation of t he Stud y 

Cooper and Schindl er (20 11 ) descr ibed population as thc ove rall 

co ll ecti on of clemen ts w hereby resea rchers ma ke so me in ferences . Stati sti ca lly. 

a pop u lat ion is em pl oyed to mca n the to tal number o f' persons 01' objects or 

phenomena that mak e up (he focus o f resea rch and in ('erences that need to be 

estab li shed. T he populati on for thi s stud y includes li sted banks in th e Sub-

Sahara n Aft'i ca n A ngl ophone countries. For the purposes or thi s stud y. Sub 

Saharan A f'i'ica n f\ nglophones countri es whi ch constitute the populati on inc lude 

Botswana, Gambia . Ghana, Kenya , Liberia. Malawi. Mozambiquc. N igeri a. 

Namibia. Sierra Leone, South A frica. Tanzania. Uganda. 7 ambia and 

Zi mbabwe. The stud y l'ocused on Anglophone countries duc to the avai lability 

and simpl icity or the data ('rol11 the Anglophone Sub Saharan A fi' ica n Countries. 

Sample size selection 

There are challenges when determining the inclu sion and cxclusion 

criteria when using a secondary data far a study. The list o r criteria sets the stagc 

88 

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

Digitized by Sam Jonah Library



for the potential I poo and plays a d'" . 'I ' , .. lI ec t 10 e In the fea sibility of' a stud y, A n 

inc lu sion or e:\clu sion I' t ' • 
, IS IS a balance )'et SIJec 'lfic cI"ltel"I,'1 I to (eterlllin <.: the 

sa mple o f' a stud v First o r II I 
0 ' a , tle study focused on Sub-Sa haran A f'rica, 

specifica ll y the anolo h ' " p one spea king countries, The data span wa s fi'om 20 II 

to 2020. co nstitutin g a peri od of' tell ye'a l's, --I hi s was the peri od where so me 

coupl e o f bank s co ll al)Sed a I b ' d ' , ' ' , n( ecame elunc!. Additionall y. so me countrlcs 

wi thin (hat period rev iewed their co rporate governance codes, 

T he choice \\'as rel' I1I'ol'ceei b II t I ' ' ' , • . y le S ue Y s Intent to observe \'nrlatlons 

across b I I" f' ( n ,5 In terms 0 corporate governance in the peri od o r stay in the 

indu stry, I t mu st be estnbli shedthat the cap ital mark et (stock exc hange) is not 

\I 'ell deve loped in Sub Saharan A nglophone An'ican countri es, In fact, there al'e 

still quite n number of f\fri ca n countr ies who still don' t ha ve a stock e:\change, 

The se lec ted cou ntries were G hana. Kenya , N igeria, \3otswana and Ma lawi, 

T he criteria for select ion of the sa mpl e were ba scd on In stitutiona l 

fram ewo I'k s lo r corpo rate governance which are all formulated rrom OECD 

princ iples of' co rp orate governan ce allCl countri es that ha ve active stock 

c:\c hange mark et. Regulatory co mpliance which is one of th e va ri ables in thi s 

study uses the OECD principl es of corpora te governan ce as a benchmark for 

regulation compliance, Most countr ies drafted their codes of best prac ti ccs of 

co rporate governance from the OECD guidelines and principl es o f corporate 

govern ance, 

tllese cOllntri es have their own corporate governance codes 
Again. 

I 
' I I I ed b)' Securit)1 and Exchange COJllmission, Selection of the 

w llC 1 were e eve op 

, ' I ~ b sed 011 countries that have at least four li sted banks that are 
coulltJ'les was a ~o a 

" I "od of swdv, Moreover. Ghanaian, Nigerian, Kenya. 
a<.:tive wilhln tle pel I . , 

89 

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

Digitized by Sam Jonah Library



Botswa na and Ma la wi I 
lave undergone thrOUQh severa l reforms or corpora te 

govern ance in th eir respec ti ve " 
Countll es. In 20 I 0, The Securiti es and Exchange 

Commi ss ion orG hana released a . . 
code of best pract ices on co rporate governance 

in Gha na. It was published to I 
supp elllent the ex isting niles fo r elTecti ve 

co rp orate "overnan ce wh' ' I ' I I 
b , . Ie 1 1I1 C uc e the Co mpani es Code or 1963 (;.\ ct 179), 

th e Securiti es Inciu stl'Y Laws or 1993 ( I~N DC' ~ ( . I .L ..133), and the Securit ies Indu stry 

Act 01'2000, 

Rece I1t I v -' Bank or G hana also released Corpora te Governa nce 

D irec ti ves in 20 18 to regulate th e act ivit ies orba nks in the couill ry . W ith res p~et 

to N iger ia, in 2003 , the Securiti es and Exc hange Commi s ion (SEC) issued the 

code of best practi ce of corporate governance and in 2006, th e Central l3a nk of 

Nigeri a (CBN) also issued th e code of corporate governa nce for the banking 

indu stry . N igeri a ha s also rel eased new Corporate Governance Codes in 20~O, 

W ith r~spec t to K enya, the Pri va te Sec tor Initiati ve fo r Corporate Governance 

developed and ado pted a nat iona l code or best practi ces ill 1999 to guide and 

regulate the ir co rp orate governance or firm s in K enya. 

T he in st ituti onali sat ion o r corporate governance concepts in Ken ya leel 

to th e cap ital market authority'S formulation o r guidelines on co rpora te 

governan ce standard s for all public bu si nesses that were li sted on the exchange 

in 2002, South Africa was exempted from the list of coul1lries because the 

I I . l I·ocl ' e"cllallne is hi ohl)1 Ca lJitali zed anel the largest stoc k .0HlnneS)llrg s , " ( b b 

, A I'.' " \ddinn it to th e list o r counll'ies can cause the elata to be 
c,\c lwngc In II C,] , I' '" 

,- , b I I ' S also exc luded because orthe high inflationary figures skewed, Z lill a )we \.\ d . . 

vvith in that period. 
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T he listed bank s in Ghana wel'e f\ ccess b,"11I., GCB C I I I 
" " bank, a )an" 

Ecobank, Standard C h" ,t ' I S' . 
"I el CC, OC lete General bank, Republic bank and 

An ri cultural and D eve lo b k TI ' , ~ plnent an ' . 1e li sted banks for Kcnya are ABSA, 

CFC Stanbi c bank. Diamond Tru st bank. Equity Group b8nk. I & M bank. 

Kenya Co mm ercial bank. Nationnl bnnk or Kenya, National Indu stri al Credit 

Ba nk. Standard Chaltered of' Kenya. Cooperati ve Bank or Kenya, BK GI'O Up 

Bank, I-lousin g Finance Bank. The N igcri an listed bank s are Abbey Mort gagc 

Bank, I\ cce ss bank , Fidelity Bank. Guaranty Trust Dank , Ster ling Dank. United 

ror 1\I'ri ca . Uni on Ba nk o r N igeri a. Stanbic IBTe. Unity Bank. \Vcma Ba nk. 

Zcnith Ba nk . First Bank o f N igeria and First C ity ivl on ument Bank. T hc li stcd 

bnnk s fOI' Botswana were ABC bank, Standill'Cl Chartered. First National bank 

and Absa. Finally . li sted bank s ror Malawi were Standard bank. National bank 

of Ma lawi. N BS bank and FMB. 

Data Collection 

Secondary sources we I'e th e main source of the data co ll ection. Financial 

data were retrieved fi'olll annual rep ort of cOlllpany's w ebsite and A frican 

1- . I 'T'I ' s \vas 'In consistent w ith prior studi es who have a lso reli ed on IIH1nCIil .CO Ill. 11 ( 

. I ' 'OL111t and financial rep ort such as (Arora & Sharilla. 20 15 : cO lllpan:' s annua dCC , ( 

Aminu . Aisha & Muhammad. 2015). 

Model Specification 

I I 1 econometric model which is consistent to thc The study el11p oye( al 

I . . dominantly L1sed in extant literature. specifically \\ ork or other rcsearc 1(::1 S pi e ( 

. 017' l('lOU Macha & Gwahula, 2018). Green (2003) (Mendoza & Rivera, 2 ' II ~ • 

. tl e discipline which is known to be one orthe posits that panel dara analyses IS 1 

91 

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

Digitized by Sam Jonah Library



Illnova tive area s or I' 
, Ilerature in econome" . 

. tiIC. It IS because panel data provides 

eVidence o f" ri ch env ironment I I 
ane ac va ncement of estimati on technique and 

theoreticill result s. I 
n panel data analyses, cro ss -secti onal unit is studied ove r 

time. Q uit e a number of stud' . .' . 
les on pel fOlmance 0 f bank s a I' cOLlntry spec inc or 

cross -cOuntl")1 ha ve to a larIJer . 
b ex tcnt employed pane l data techniques. 

T he rramework fo r )" I I 
I <l ne c ata was set uut by Verb eek (2008) as: 

Vir = (30 + (31X it + Ilit .. .... 1. 

W here: 

Y the va lue o r dependent va l'iab le 

flu = the i nt el'cept 

(31 = Coefnc ien t orthe independent variabl es 

x = I ndependent varia bl es 

Su bscript "i" represent Cross- Secti ona l dimension 

Subscrip t " t" denotes the Tim e Series dim ension 

th e di sturbance 0 1' error term 

T he basic equation is thu s ex panded to four depend ent variables w hich 

are Return on Asset, Net interest inco me. return on eq uity and regulatory 

co m pl ian ce and seven ind ependcnt var iables namely board size, board 

independence. audit cOll1mittee. board diversi ty. managerial ownership 

in stitutional ownership and ownership concentration. Financial leverage and 

firm size are the control vilriables. 

ROA ir = C( + (31 ROAit-l + (3zBSit + (33B1 it+ f3 4ACit + f3sBD it + f36MOit 

+ (3 7I Oit+(380Cit + +(39LVit + f3tO FSit + [i t 

NIMit = C( + (31N1Mit-l + f32 BS it + f3 3Bl it+ f34 AC it + f3s BDit + f36 MOit 

+ (3710it+f3s0Cit+(39LVit + f3lO FSit + [it 
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ROE it = a + ~ RO 
1 Eit- 1 + ~2BSit + ~3 Blit+ ~4ACit + ~sBD it + ~6MOit 

+ ~710it+~80Cit + ~9LVit + ~loFSit + Eit 

= a+ RC 
it-l + ~2~S + ~3 Blit+ ~4ACit + ~sBDit + r36 MO it 

+ ~710it+~OOCit+~o LVit + ~loFSit + Git 

Subscript "i" represent Cross-Sectional dimension 

Subsc rilJt "t" I I ( enotes tle Time Seri es dimension, 

{Jo Intercept 

ROA Net profit divided by total equity 

N l iV! Net interes t income over total asset 

ROE Net profit divided by equity cap ital 

RC Total compl iance score over totalnull1ber of disc losures 

I3S Number of total board members 

13 1 Rati o 0 r non-execut i ve me III bel's over tota I board melll bel's, 

I3D Ratio or 11'0 men on the bOfll'd of' direclOrs 

AC Total number o f members on the audit committee 

MO The proportion of the shares owned by the directors or the 

bank 

10 Proportion of'sha res held by institutions 

OC Proportion or block ownership who have more than 5% 01' 

shareholdings 

BT Type of bank (foreign or domestic) 

LV Total liability over total asset 

FS Lon 0 r toW I asset 
'" 

E Error term 
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In ord er to tes t the moderating hypotheses, the study introdu ces an 

interacti on va riable (t\ IJe 01' b k) -rl' . b . I . . I ' . an ' . liS IS aSlca Iy done to In vestigate t le 

effect or ty pe of bank in ex plaining th e relati onship between corporate 

governance and performance o f bank s as well as co rporate governan ce and 

regulatory co mp l iance. It interprets and v isuali zes th e interac ti on effect by using 

the margin and margin s p lo t o f'Stata . T he int eract ion eff'ects are tested through 

th e co mpari son o f the conridence interval s represented in graphs. Thi s is 

construct ed at 95% confid ence intervals using STATA commands "margi ns" 

anc! "m ~Hgin s plol." The v isuali za ti on ass ists the stud y to establi sh the va lid 

swti sti ca l co nc lusions in relati on to the hy pothescs. f\II co ntrol va ri abl cs in 

equ ati on are also exc lu ded in th e fo llow ing mode ls. The foll owing three models 

are est imated accordingly as: 

N I Mit = C( + ~l ROA it- l + ~2 B5it * BTit + ~3 Bl it * BTit + ~4ACit .• BTit 

+ ~5BDit * BTit + ~6MOit " BTit 

+ ~710it * BTit + ~8 0Cit * BTit+~9LVit * BTit + ~JOFSit * BTir 

+ [it 

= C( + (/1 ROA iH + ~2 BS it *' BTit + ~3 BI it ,. BTir + ~ 'IACit * BTit ROE it IJ 

+ ~5BDir * BTit + ~6MOit * BTit 

+ ~710it * BTit + ~80Cit * BTit+~9LVit * BTit + rlOFSir * BTit 

+ [it 
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RC i ! = ('( + R RC + R BS 
1-'1 it-l IJ 2 it " BTl" + R BI * B'r" + R C BT I 1-'3 It It IJ 1 A it * it 

+ ~5BDit * BTit + ~6MOit * BTit 

+ ~710it * BTit + ~8 0Ci t * BTit+~9LVit * BTit + ~lOFSlt * BTit 

Where RO '\ is tl"le . t" f "' . " 
r 11 l a 100 net pl"Olit 10 total asset of bank I al I l lll e l. 

N IM 'I is the rati o of' net in terest income to tota l asset of ba nk i nttime l. ROE" 

is the l"ilti o of' net profi t to eq uity of bank i nt time l. RCil i s th e rati o of to tal 

compliance Score to total number o f disclosures orba nk i at time l. BS" is th l: 

boarcl size ofbCl nk i Clt time t.13 1" is the board independence ororba nk i at time 

t. I3Dil i s the board di versity orba nk i at time t. AC" is the audit commi tt ee uJ" 

bCl nk i at time l. [VIOil i s the mClnagerial ownership of bank i at time t. 10" is the 

institu tionCl I ownership of bCl nk i Cll time t, OC" is the ownership concentrat ion 

of bank i Clt tim e t. BT" is the ba nk ty pe of bank i at time t, LVii is th e leverage 

l)f'bank i at time t. r s" is the linn size oJ"bCl nk i at time l. 

~ I . ~2. etc, are the corresponding coefficient vec tors, £ is the idi osyncra ti c errOl" 

term. T he subscri pts i and t range fro m I to N and I to T . corresponding ly. 

w here N is the number of banks and T is the number of peri ods in the dataset. 

Description of' ('he Model Variables 

Table I depicts th e descr iption of the variables employed in the stud y 

and it a lso demonstrates how the depend ent and independent variables were 

esti mated, 
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Table 1: 1\10<1('1 description 
V f\RI AB LES DEFI NITI ON 

ROA 

NII"I 

ROE 

RC 

I3S 

BI 

BD 

AC 

MO 

10 

OC 

BT 

LV 

FS 

Net profi t divided by total asset (A I
ahdal et a l. ,202 1) 

Net interest income divided by total 
asset (C holl & Buchdadi, 20 16) 
Net pro fit di vided by equity capital 
(/\I-ahdal et aI., 2021) 

Total compliance score over tota l 
number o j' disc losures (Rahman, AI 
Ba hir. Choudhury, & Rabby, 20 14) 
Number of tota l boa rd members 
(A lt alVa lbeh.2020) 

Ratio o r non -executi ve members over 
total boa rd members (Rahman et al. , 
20 17) 

Ratio or wo men on the board of 
directors (I\'lo ll a. lslam & Ralwlllan, 

202 1 ) 
Num ber of aud it cO lllm ittee lllembers 
(Safiian~l et a I. , 2014) 
Ratio of direc tor . shareholelin gs 
(Vala hzaghard & Sa lehi. 20 12 ) 
Ratio of instituti onal sh,lI'eholdings 

(Toilla r & l3ino, 2012) 
Pl"Oportion of block ownership who 
have 5% and above shareholding 

(AltalValbeh.2020) 
Foreign or domestic bank (Pe ll et ier. 

2018) 
Total li abilities over total asset (AI-

ahelal et al.. 2021) 
Log of tota l asset (C haudhry et 

aU020) 

Source: Author ' s Construct (202 I) 

Estimation Techniqllc (Systcm GMM) 

EXPECTED 
SIGN 

Positi ve/nega tive 

Posi ti ve/negat i ve 

Posi ti ve/nega ti ve 

Posi ti ve/nega t i ve 

Pos i ti ve/nega t i ve 

Pos iti ve/Negat ive 

Pos iti ve/Negat ive 

Positi ve/Nega ti ve 

Positi ve/Negative 

The study used the systel11 GMM for its estilllations. A panelillociel data 

. f ' b' S'IC sLlbsCril)t which are (i and t) . These subsc ript s distinguish 
\.:onslstS 0 two d 

. ' . I . b ' cl'oss-sectional or time series data. A panel data therefore 
II Inll11 Cit lei Clng 
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contains a time Seri es and, ' . . . 
ClOSS sections. I t th erefo re has th e charactel"lStlcs of 

time se ri es data and cr '_ . '. . 
oss secti onal clatd. It was esta bli shed by Greene (2003) 

that panel data is superior to eross sectional nnd time ser ies data becau se it 

so lves the prob lem of individual heteroge neity . 

Udin, Khan and Javid (2017) estalJI 'lsll eel I' d I a year ag 01 epenc ent 

va riable is adcled to the model as an independent variable to deal with the 

ch'lHlmi cs of ad'lu stlll ' t I . ' 1 . . . (. Ul ane to Illltigate tl e prob lem of endoge lnel ty. In order 

to ensure efficiency and consistency, the esti mati on techliique used lor the 

analyses mu st be abl e to dea l with both time se ri es and cross-sec tional ser ies. 

T here are quite a numbt:r or panel model but the one specifi ed take into 

<.:O nsid eration the indi vidual va ry ing effect whi ch is al so co nstant over time. 

This specilicati on perillit s the changes in the explained var iables to be anributed 

to th e exp lanatory va riabl es a fier the individual effects have bet: n contro ll ed for. 

There is a distinction between the esti lllat ion of the dynaillic model and 

that of the stat ic panel due to the addition o r the lag dependent variabl e as an 

independent variable. The model sufl'e rs from endogeneity du e to th e inclusion 

of the lag-d epend ent variable as an ind ependent variable. An alternative 

estimator may be of sign ifi ca nce in the model estimate to eli minate the 

lik elihood of bias due to the issue of endogeneity. Behr (2003) exp lained that 

GiVlM instrumental va riable (IV) and direct bia s corrected estimators an: the 

options available for the estimation of the model. 

The syste m-estimator whieh was suggested by I3lundell and Bond 

(1998) deemed as most efficient and unbiased in the case or enciogenous 

d 
. d 'e"I'essors On the other hanel. the direct biased corrected pre etermlne I ~ . 

. I . I I'as also I)I"OIJOsed by Arellano and Bond in 1991 (Behr. 2003) estimators \I' lIC 1 I ( , 
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pel'lo r1l1 similar fun ction J'u st 1'1 
I <e the GMM. The purpose of introd uc ing 

in st rumental vCl ri Clbles is to ' I · ·r ' 
IC en tl y an In strument tl lClt wi ll reducc the prob lt'lll 

or~ndogenei ty in th e model \. , . . . 
. f n In stlument ca n be terill ed as a vCl l"l ab le w hen It 

sm islies both the relevCl ., I I" 
( nee Clnc va Idlty proposit ions, The key demerit in the 

bCl sic in strum ent vClriClbl . I . 
( , e IS t 1e eClse Cll which Cl relevClnt Clnd vCllid instrument 

ca n be identi lied anciu seci (Ba lgClti, 20 14), 

In mder to red uce the bu rd en of looking for Cl n suitabl e instruill ent. 

severCl I resea rchers have devc loped a var iCl nt of the in stl"llm cnt ClI va riClble 

estirnmors that emp loys the IClgs o f the va ri ab les in the mode ls (A nderson 8:. 

H sio, 1982: A rrc lano & Bo nd , 199 1; A rellano & Bover, 1995 : i3lundell & Bond, 

1998) A rellan o-Bond ( 199 1) Cl rguedthm thel'e are seveml in stnllll ents th Cl t ca n 

be generated Ii-om a panel dClta, spec ifi ca ll y, where 'N' is th e nUlllber of 

individual observat ion and 'r is the maximum time per iod. 

The A rell Cl no Clnd i30nd esti mator docs not perform we ll as the 

exogenous regressors in the model increClses. The poor performance of the 

;.\rellano Clnd Bond estimator is due to thc fact that the Clutoregrcss ive parameters 

become too lan!.e or the ratio. T he Arellano and Bond panel datCl di sparity has 

bcen improvcd signifi cCl ntl y, Blundell Cl nd Bond dev ised and devc loped the 

GMM estimat or ( 1998). ArellClno Clnd Bover (1995) deve loped a panel data 

GMM esti mCltor with leve ls far the regression equCltions and lagged differences 

fo r the suppl ementary informCltion. Blundell and Bond (1998) developed Cl 

system o f equations known as "systcm G MM" in oreler to augment to thc 

original differences GMM estimCllor with the level-equation estimCltor. 

The GMM specificCltion presented by ArellClno and Bond (1991) for a 

1
'_ d lethod of moment dataset offers consi stent parameter estimations genera Ize n 
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In th e presence o r enclogenei ty. In the innovations o f firrn performance. the 

system G iVIM e ·tirnrtli ons ~, I'e I 
" 1'0 )ust lCl endogeneity. li xed e fTec t of" firrn s. 

elldogcnous regresso rs. rnuiti cll il ineari ty. stati onarity. norilla I it) 

heteroskeda sticit), 'Ind se " I .. I '. . . , Iia COli e atlon (Ba lgatl. 20 14). A Iml ch-appreclated 

trait of the difTerell ce Grvl f\II' tl f l ' . IS 1e use 0 · t1e Interna llnstnlments that ca n be 

traced in the ex ist in g dataset and th ese in struments ava ilabl e in the sys tem. 

Addit iona ll y , al l variables are subjected to time diCferencino in ord er for 
• 0 

unobserva bl e fcatures to be removed w itilout the importance Cor str ict 

exogeneity propos it io ns. Th is also all ows for the inclu sion o f" the lag of" the 

dependent vil l'i <lb le to ca ter for any poss ible end ogeneity . T he asy rnptoti c ami 

linik sa mpl e i"eatlll"es o f the resulting systern o r regress ion equati ons in leve ls 

and differences arc superi or to th ose of the Are lla no-Bond (199 I) d i fferenccs 

GM M estimator (Blunde ll & Bond. 1(98). 

System-G MM estimator (13Iu ndell-Bond est imator) uses the lagged 

level first co ntelllpOl"fln eOus difference as we ll as th e la gged dilferences as 

in struments for contcmporaneous leve ls. O n th e other hand. the Differencc-

GMfVI (A rellano-Bo nd estimator) em ploys only lagged level s as instruments for 

co ntemporan eous differences. To esti mate the model. the stud y used the 

Systelll - Generali sed Method o fMomelll (GMM) . 

In ord er to report the validity of the System GMM regression. the 

resea l'cher tested the Han sen Test oC over-id entification . The eflCc t o r 

I ('0 11 \\ 'as also taken into consideration by report ing the /\R (2). This au tocorre a I '" 

. I I d 1111'c 11 control s for second order ser ial correlation in the first IS t le met 10 \\ 

'C' d ··d als The results of the AR (2) also indicate the absence oC d I I erenee I eSI Ue . 

I · ' d 11ence I'ustifies the validity of the model. autocorre at/on c1n . 
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aECD C hecklist fot· rea I t 
", II a ory compliance of Corporate Governance 

Fl· ' ~ 
Olin . Llena and Carmen (20 I 0) attest to th e fact that OEC D is the key 

source fo r the develol)ment I' . . o CO l pora te governance codes and Illost 0 1' the 

cou ntry' s corpora te governa nce emerged li'om 0 EC D. OEC D (2004) proposed 

that in ord er to ensul'e all efr t ' I f fi . ( lec Ive al1C e 'Ic lent co rporate governance systcm. 

it i s signifi ca nt to estab l ish an effic ient alld appropr ia te rcgulator y. Icgal and 

institu tional loun dat ioll . l3asecl 0 11 tlll' s', ~, II I . . I I " mar ,et part ic ipant can c cpenc on 

establ ishi ng their pri va te con tractual form. 

T he key objecti ve o f th ese princ iples is to ass ist countries that are 

affi li ated to OECD and even countri es that are not affili ated to assess and 

en hance thei r instit uti onal. lega l and regulatory framework for co rporate 

governance In their respecti ve couJ1l r ies. T hey also make suggestions and 

guidance for th e deve lopm ent o f stock exchange. investol·s. companies and 

other stakeho lders that playa spec i fic ro le in the deve lopmen t of processes thm 

lead to good co rporate governance . 

T he six primary princ ip ks o f' corporate governance that were estab li shed 

by OECD (2004) are the r ights of sharehold ers and key ownership funct ions. 

th e equi ta bl e trea tment of IHlreholders. the role of sta kehold el's in cO I'porate 

governance. disc losure and tra nsparency and th e responsibilit ies of th e boa rd . 

Based anthi s, there is summary o f checkli st or compliance ind ex that bank s arc 

required to di sc lose for the purposes of good corporate governance. 'r hc 

I · . dex was focused on th e 0 EC D corporate governance pri Ilci pi es comp lance In ' . ( 

I
· I . S '111 l' lltern 'ltional benchmark for corporate governance. Thi s can 

W 11 C 1 serve a , ( 

r I I elldix The checkli st contained thirty items that bank s were be fOUIlC at t l e app , . 

. F .' t l ce whell a bank discloses an item in the annllal report . a 
to disclose. ' 0 1 Ins al . 
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point of one is awarded In tl . . . . 
. 1e same vell1, I t a bank does not disclose a partIcular 

item. then a point of zero is also awarded. 

Two approaches can be used to compute for the disclosure index. They 

are partial compliance method and the dichotomous approach. The two main 

approaches can either be weighted or unweighted. All the score or value has 

specific weight which is determined and assigned by the researcher. On the 

contrary. all the score or value is considered as equal or important with respect 

to the unweighted. The study opted for partial compliance approach which is 

consistent with the work of Hasan and Hossain (2012) who averred that partial 

compliance approach demonstrate more superior and accurate result than 

dichotolllous approach. 

Partial Compliance Approach 

PC=I,XIR 

Where: 

PC= Total compliance score for each company 

X= Level of compliance with each part of disclosure requirement. 

R = Tota I nu mher of disclosure part of each company. 

Chapter Summary 

h d f the study were discussed in this chapter. This 
The research met 0 s 0 

. . I I econometric tools used to analyze data. 
chapter also discusses the staltstlca ane 

d . d the method adopted to car€fltlly eXllInine 
It includes the structure of the ata an 

t· 1alized The specification orthe model 
dl I thev were opera 101 , . 

the variables an 10\\ , 

d · this chapter. It captures t.he same 
'liso captu~e In 

and its estimation was, . . 
fd·fferent banks over multiple tllne pertods. 

financial and economic changes 0 I 
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Introduction 

CHAPTER SIX 

RESULTS AND DISCUSSION 

The resu lt s orthe first a· d I l' , ( n seCO ne 0 J.!CClives of the study were prescnted 

In this chapter, The descrilJt' • t "f ' - Ive s atlstlcs 0 the vanab les under sllIdy were 

hil!.hliohted Return on eq 't " , " - "' , UI ), I etu l n on asset, net Interest Income, regulatory 

compliance, board size. board independence. board diversity. audit committee, 

managerial ownership. institutional ownership. ownel'ship concent rat ion, 

financial leverage and linn size were va riables used for the descriptive statistics 

far the study, The empirical evidence is presented in this chapter which 

adclresses the issues di scussed in accordance to theoretical and concept ual 

rev iew, The study employed Stata version 14 and Eviews, version 10 to ana lyse 

the quantita t ive data , The sllldy presents the descriptive resu lt s with emphasis 

on the mea n5 a nd standard deviat ion, 

Descriptive Stati st ics 

T he SU1l1mary or descriptive stati sti cs of the variab les ca ptured in the 

dyna mic regre ss ion model was prescnted in Tab le 2, These results were 

I 
' ,'a" O\fel'VI'ew of the variables used for the estimation, It also 

generatee to give a ,II 

, ' . r tl 0 'esearcher to screen and validates the data used 1'01' 
prOVides opportunity lor h:; I ( 

' I ' ti ve measures were the mean. standard deviation. 
the research, The main eescflp ( 

, values of the va ri ables over the period under 
the minimui11 and the maximum , 

' I t' 'I-Il e descrilJtive stati st ics captures all the countries under sllIdy 
conSI( era lon, 

II ' til' I'espedive indi vidual countries, as we as L 
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Table 2: Descri >live Sfn !' . 
. . . (Sties of variables 

Vanable Statistics A ll 
Gha na C Ollnt ries Kenya Nigeria Botswana Malawi 

ROI\ 
Mean 0.036 0.045 
SD 0.043 0.05 1 

0.044 0.025 0.021 0.0-17 
[Vi i n -0 .065 0.000 

0.055 0.Q3 1 0.019 0.024 
M a x 0.328 0.243 

-0.065 0.00 1 0.007 0.0023 
SkeIV 0.328 0.265 0.102 0.12-1 3.334 2.838 
Klirt 16.6-12 2.739 4.509 1.880 0.651 
Obs 

10.448 11.744 30.199 9.045 3.925 410 80 
NIM 120 130 40 40 

Mea n 0.060 0.079 0.063 SD 0.040 0.045 0.040 0.084 
0.031 0.052 0.Q25 0.022 0.036 Min 0.000 0.002 

M a x 0.418 
0.000 0.000 0.001 0.002 

0.234 0.418 0.152 0.086 0. 157 Sk..:IV 2.:'62 1.509 3.400 0.'111 I( lIrt 21 .578 
0.'195 -0.529 

10.'174 22764 4.729 2.209 3.127 Ob. 410 80 120 130 40 -10 
ROE 

iVkan 0.168 0. 199 0. 173 0. 11 9 0.1 66 0.257 
SD 0.137 0.117 0.160 0. 10-1 0. 128 0.142 
Min 0.000 0.004 0.002 0.004 0.009 0.001 
Skew 2.096 0.305 3.227 2.4l:l1 0.588 0.264 
I( u rt I 1.589 2.34 I 16.5 12 15362 2.598 3.027 
Max 0.988 0.477 0.988 0.802 0.5 16 U.633 
Obs 4 10 80 120 130 40 -10 

RC 
[vlean 0.899 0.903 0.903 0.903 0.850 0.871 
SD 0.0-19 0.072 0.072 0.072 0.056 0.060 
ivl i n 0.433 0.433 0.723 0.433 0.647 0.762 
Sk..:IV -1.773 -3.633 -0.846 -1.4 17 -1.'147 0.063 

Klirt 10.S34 23.604 3.309 3.082 3.423 1.581 

[Vlax 0.993 0.983 0.984 0.983 0.932 0.983 

Obs 4 10 80 120 130 40 40 

BS 
Mca n 10.721 9 9 13 8 9 

SD 2.804 1.517 1.48 I 3.060 1.645 1.675 

Min 5.000 7.000 6.000 7.000 :' .000 7.000 

["lox 19.00 15.000 13 .000 19.000 12.000 12.000 

Skew 0.953 0.817 -0.052 0.088 0.083 -0.095 

Kurt 3.589 3.532 2.394 2.280 2.446 1.739 

Obs 4 10 80 120 130 40 40 

81 0.753 0.635 0.761 0.772 
Mean 0.700 0.660 

0.139 0.160 0. 122 0.1 34 0.096 0.385 
SD 0.200 0.200 0.666 0.7 131 

0 .033 0.033 ivl in 0.923 0.909 0.900 0.833 
0.923 0.909 M a x -2.864 -0.3 56 0.263 0.1 27 
-1.3 00 -1.162 Skcw 

4.785 12.650 4.14S 1.3 12 1.987 
Klirt 5.48-1 120 130 40 40 
Obs 4 10 80 

AC 
4 3 5 4 3 

Mean 4.4 0.690 0.916 1.458 0.361 
SD 1.172 0.881 
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BO 

iVIO 

10 

OC 

LV 

FS 

rvl i 11 

i'vI il:\ 
Skew 
]( un 
Obs 

i'vI eml 
SO 
i'vI i 11 

i'vI <1:\ 

Skew 
I( urt 

Obs 

i'vI ea 11 

SO 
i'vI i 11 

i'vI nx 
Skew 
I(un 
Obs 

i'vI eilll 
SO 
i'vI i n 
Ivlilx 
Skew 
Kun 
Obs 

IVlean 
SO 
i'vI i 11 

IVI ~1:\ 
Skew 
]( urt 
Obs 

J"vIC3 1l 

SO 
i'vI ill 
i'vI ilX 
Skew 
I( urt 

Obs 

2.000 
7 .000 
0.386 
2. 123 
4 10 

0.2 14 
0. 138 
0.000 
0.923 
1.280 
7.443 
4 10 

0 .031 
0.06 I 
0.000 
0 .327 
2.402 
8. I 86 
4 10 

0.74 9 
0 .1 65 
OJI8 
0 .900 
-0.756 
2 .985 
4 10 

0 .627 
0.234 
0 .000 
.978 
-0 .794 
2.953 
4 10 

0 .736 
0 .268 
0.00 1 
0.994 
-2.046 
5 .592 
41 0 

3.000 
7.000 
0.610 
3.262 
80 

0.207 
0 .11 2 
0.000 
0.454 
0. 11 4 
2.329 
80 

0.0 1-1 
0.0 19 
0.000 
0.086 
1.226 
3.553 
80 

0.877 
0 .1 02 
0.543 
0.99 1 
-0.940 
3. 134 
80 

0 .807 
0. 14 1 
0.426 
0.978 
-0.840 
2.570 
80 

0 .843 
0 .039 
0 .643 
0.930 
- 1.57 1 
9.755 
80 

rv1ean 
SO 

396.29 1938.965 
7692.32 .1 37 17306.44 
10.037 12.545 
155774.0 155774 
20.1 74 8.775 
408.002 78.0 12 

Kurt 80 
Obs 410 

M in 

Skew 

Source: A uthor' S Construct (202 1) 
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3.000 
6.000 
0 .25 I 
2.648 
120 

0.230 
0. 130 
0.000 
0.800 
1.509 
7.58 I 
120 

0.140 
0.Q38 
0.000 
0 .1 48 
2.966 
9.972 
120 

0.663 
0. 175 
OJ I 8 
0.990 
-0.228 
2.280 
120 

0.:;80 
0 .203 
0 .111 
0.952 
-0.558 
2.56 I 
120 

0.667 
OJ28 
0.00 18 
0.935 
-1 .4 I 7 
3.082 
120 

16.9887 
3.430 
9.8 19 
0.935 
-0 .230 
2.25 I 
120 

3.000 2.000 
7.000 7.000 
-0 .636 0.759 
2.897 2.240 
130 40 

0.224 0.187 
0. 11 9 0.205 
0 .000 0.000 
0 .63 I 0.923 
0.68 1 2.1 30 
5.021 8.569 
130 40 

0.069 
0.087 
0.000 
0.327 
1.053 
2.783 
130 

0.688 
0. 137 
0.329 
0.999 
-0.889 
3.605 
130 

0.470 
0.238 
0.000 
0.985 
-0.332 
2.230 
130 

0.690 
0.312 
0.001 
0.994 
-1 .447 
3.423 
130 

16.875 
3.35 ) 
I I. 191 
22.565 
0 .063 
1.58 I 
130 

0.000 
0.000 
0.000 
0 .000 
6.084 
38.025 
40 

0.905 
0.02 I 
0.864 
0.942 
0.252 
1.879 
40 

0.788 
0.090 
0.678 
0.893 
-0 .097 
1.243 
40 

0.885 
0.32R 
0.827 
0.973 
0.466 
3.020 
40 

15.000 
2.790 
10. 107 
17.222 
-I. I 26 
2.3 I 4 
40 

3.000 
4.000 
1.960 
4.843 
40 

0.1 76 
0. 174 
0.000 
0.7 I 3 1 
1.289 
5.1 57 
-10 

0.016 
0 .027 
0 .000 
0 .068 
1.274 
2.683 
40 

0 .793 
0. 108 
0.498 
0.901 
- I .J88 
4. 167 
40 

0.75 I 
0 .11 2 
0.486 
0.90 1 
-0 .9-13 
.... ""Ij, .LJ __ 

40 

0.7"29 
0.1 86 
0. 13 3 
0.92 1 
-1.880 
6. 192 
40 

15.272 
3. I 39 
10.037 
19.20 1 
-0 .069 
1.20 I 
40 
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Wi th respect to the per rormance . . .' . 
, Indi ca tors. the mea n va lue fa r return on 

asset was 0 .03 6 w ith a standa rd de ". . 
• C Vlatl on of4.3%a nd that orne t interest income 

was 0.060 wi th a standard dev iation 0 _ 
or 4 Yo. 1 he mea n va lu e for ROE wa . 0. 168 

\\ ith a sta ndard dev iation or 13.7%. ROE'''. 
was quite impressive in tcrrns or 

per fo rm ance ",ith a mean mark ·of 16.8% . T he 
mean score ta r regulatory 

comp li ance was 89.9% w ith a t 1 ' 1 I . . .. . , s anc al( C C.V1CI1i on of 6%. r hl s revea ls that on 

average. banks i n Sub Sahar' . II . ' 89 ' .. , ( dn ,I C l el e to .9 % of the rcgulatl ons of the bank s 

as stipu la ted b) the reou lato·s I ' I I ~ c I II' IIC I are t IC code or best practice or corporatc 

governance. 

Rega rd ing the size or the boa rd of directors of banks in the indust ry. the 

mean board size was 10.72. Agency theory. accord ing to Jensen and Meckl ing 

( 1996) ind ica tes that boa rds w ith small size cnhance Illanageri al cont ro l and ror 

that Illaller Illai ntain ing silla ll size improve perfo rm ance. T hey ind ica ted that 

boa rds wit h high nu mbcrs are subjected to inerfecti ve operati ons. lack of 

co mmitment coupl ed w ith greater control by CEO. 

T he pcreentage or independent d'irec tors is relati ve ly hi gh at a mea n 

va lu e or70% w hich is CJ ui te comlllcndable: T he aud it co mm ittee whi eh focused 

on the size of the audit committee had a mea n valu e of 4 .4 whi ch is CJuite 

. t 'ce of oood co rpora te oovernance. T he sampl e mean 
impress ive in the pl ac I " " 

. I d ' · ·t ,I 'Cll constitute the rari o o f women on the boa rd was 
sco re for boa rc Ivel 51 y \\ 11 

. . . . . ss i ve It means that women are less represcnted 
2 1.0% w hi ch IS qlllte unlmpl e . . 

. S b Sahal'an Arr ica. For ownership stru ctu re or 
on the boa rd s o r bank s III u ", 

f a l a"erial ownership, instituti onal owncrship 
compos iti on. the mean values 0 m, I , ~ c 

. 0031 0'947 and 0.627 respectively. 
and conce ntrated ownershiP were . .' 
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The ownership of shares bv d'. , . 
- II ectol s can be described as very low. Thi s 

mea ns that Ill Ost or the I'· ( lIectors are not I . I II . s lal e 10 ( ers or thell' respective banks 

and the rew ones who al , so Own some 0 r th '1' '" . e Slales are Inslgnificalllin terms or 

the proportion or the shares 0 I ' . n tl e contrary. institutional investors had the 

hi ghest percentage of shares wi . I llC 1 means that most or the shares or the banks 

are owncd by var ious instituti on',1 I " I II - .. -, S 1,11 e 10 c ers. rhey control maJority ot the 

shareholclin os in the bani" 0 . d . . " , In", In ustl y. In the case of concentrated oll'nerslllp 

which constitute investors or sl . I Id >. I - . lal e 10 \;;1 S W 10 own )% and above or th e bank s 

total shares it s mean vallie was )-900 / TI· · . I' I .. . , " , . /0. li S Inc Icates t lC! t the slgnl ficant portion 

of th e shares is owned by large shareholders. 

Fi nanc ial leverage whi ch constitutes the rati o or tota lliab iliti es and totnl 

(lsset is 73.6% which mea ns that most or the banks are highly leveraged or 

gea red. The mean va lu e for firm size (logarithm of total asset) was 396.29. The 

tabl e also depicts the descriptive statistics of the various countries under 

consid era ti on. specifica ll y. Ghana. Kenya n Nigeria. Botswana and rVlalawi. 

With respec t to the perforlnance indicators. net interest income had the highest 

mean value o f 8.43% with a standard deviation of 3.6%. The country that 

recorded that performance was Malawi. Nige ria had the largest board size of 

13. The results also indicate less women are represented on the board of thc 

respective cou ntri es undcr study. 

Discllssion of regression results 

This section presents the result of objective one which focuscs on the 

. d e'forll1ance of banks in Sub Saharan Afi·ica. Seven 
corporate govelnance an P I 

d TI 'ee different performance indicator variables 
hypotheses were propose. 11 

. oses or this objecti ve . They are return on asset, net 
were employed for the pUi P . 
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interest marD in and returll . S . bl '" on eq lllty. even corporate governance vana es 

whieh consti tu te the i I I' - . nc epenc ent vanab les were used. 1 hey were board Size. 

board independence, audit committee. board dive rsity. managerial ownership. 

in stituti ona l ownership nnd ownership concentra tion. Two cont rol variab les 

we re used. They were financia l leverage and size of bank. The Generalized 

Moment of Method (GMM) regression results have been presented in table 3. It 

shows th e effect between corporate governance and performa nce ol'ba nks with 

return on asset, net interest mn rgin and return on equity as depend ent variab les. 

Table 3 : Regressio n res ults of ROA, NIM and ROE 
V;.\R IABLES ROA Nlrvl ROE 
(-I ) -0.112609 -0.0 18662 0.398512 

Cocf (0 .0000) (0.0026) (0 .0000) 

T-stat -9. 125089 -3.03 1048 17.73 03 1 

I3S -0.008379 -0 .002635 0.0 13784 

Coef (0 .0000) (0 .0004) (0 .0065) 

T - tat -5.252804 -3.564633 2.74 1335 

-0.050903 -0. 140731 -0.202430 
13 1 
Coef (0.000 I) (0.0000) (0 .0000) 

-3.906343 -1 9.86043 -4 .547060 
T-stat 

-0.008003 -0.007633 -0.052073 
AC 

(0.0000) (0 .0000) (0 .0000) 
Coer 

-7.744636 -5.762140 -5.288959 
T -stat 

0.0223 19 -0.035413 -0. 195895 
BO 

(0.0000) (0.0038) (0.0000) 
Coer -2.917 196 -4.7 15788 

4.227865 T-stat 

-0. 182478 -0.00 I 094 -0.575198 
MO 

(0.0080) (0.9856) (0.020 1) 
Coer 

-2 .667972 -0.0 18064 -2.336175 
T-stat 

_0 .000263 -0.000445 -0.002293 

10 (0 .5064) (0.0030) (0 .3868) 

Coef _0.665255 -2.992892 -0 .866605 

T -stat 0.335654 0. 1483 13 -0.3 11 503 

OC (0.0000) (0.0000) (0.0577) 

Coer 8.898980 9.289296 -1.904569 

T -sta t 

_0 .11 0274 0.042336 0.039673 
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Coef 
(0.0000) 

T-stat (0.0000) (0.2774) 
-34.35177 10,]9071 1.088009 

FS 
2.33E-07 

Cocf 4.38e.-07 2.63E-07 
T-s tat 

(0.4208) (0.1453) (0.938 1 ) 
0.806145 1.460039 0.077670 

No. o r In strull1ent s 41 41 ARTest( l ) 0.5438 
4 1 

AR Test (2) 0.0000 0.0480 

Hansen Test 
0.3478 0.72 06 0.7483 
0.558597 0.656657 

Source: Author' s Co nstruct (202 1) . 
0.5)97 15 

The probab il it )' va lues of Arellano-Bond Serial Correlati on or 

di sturbances indiC'lt e tl ttl G 'HI . . ( la le IVllv eSfJmators are conSIstent with all the thrcc 

clC IJenden t va ri 'lbl c 'I · I . I· . . . (, S \\ llC 1 In c Icate that th ere eX Ists no autocorrelatIOn In the 

errors for G M ivl . f- . or I specl Icatlon s. he I-Iansen test for over-identi f)ling restri ctions 

does not reject the null hypot hesis thai (he GMM est imators of instruments are 

va lid ill the GfvlM estimations. The Generalized Method of Moments (G MM ) 

estill1at ion technique was used for the regression ana lyses. It was employed to 

eva luate the c lTcct o(' the ex pla natory va riab les on the exp lained variab les. From 

the estimates. it ca n be deduced that lagged ROA, NIM and ROE (lag I) 

signifi cantl y affect the current ROA , NIM and ROE respect ive ly. Thi s ckarly 

indicates that its own prev ious developments or trend s strongl y determinc the 

current behav ior of the dependent va riables. 

From th e result. it can be deduced that board size significa ntly predicted 

both RO A ane! NIM with an inverse relationship . This result shows that a uni!" 

. . boa l.d sl·ze will lead to 0008379 and 0.002635 decrease on ROA and IIl crease In ( - . 

NIM respectively. This means that a unit increase in the board size will yield to 

I 
_c - Ilallce A"enc), theory pos its that chi erexecu tive officer eas il y 

an ae verse PCII OII ( ." -

. I b -(I which cventually causes the board to lose its managerial 
domillates t lC oal 

. . d I there is increase in size of the board. Boards with smaller 
mon ItOJ"lllg lIty W len 
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size are ex pected to . 
. Contnbute pos iti vel ' to I ) t l e performance o f banks. Thi s is 

beca use cOllllll uni cat" . , Ion, Coordination and interacti on between directors arc 

e, pected to be better ' In small size - as compared to larger ized board . Larger 

boa rd sizes fl re cost l ' . -
) In terms of CO ml)e ll s<~ tl'O ll " and incenti ves and it is 

in efl"ec t ive in 1ll0nitorin o .c '" pell ormance. 

The inverse result shows that all Increase in board size wi ll be 

di si ncen ti ve to the balll 's I ' I ' . ( ' . W11Cllml)1 tl . les l at as more directors get appo in ted to 

the boa rd s oC the firm decision I" . Illa 'I ng Illay prolong because of di vergent views 

w hi ch in th e long run ma)' negative l)' Ila \le all _ effect on the pe r formance of 

ba nk s. It cou ld also mea n tl ttl . . . .. , la le cost Involved In hiring the services ofa large 

board of directors is very ex pensive wh ich reduces the profit of the banks. T hi s 

impli es that boards w ith large numbers are a disservice to the bank. 

The result corroborfltes wi th the work of(Zabri el al.. 20 16: Pa laniappan. 

20 I 7: iVlcgbaru. 20 19: Gyamcrah. Amo & f\domako. 2020 : Molla. 20 19) . The 

!'indings contradi ct the results of (Guru s amy. 2017 ; Ojebali & Zaghdoudi 2020. 

Fahira et al.. 202 1: Pharlll & Nguyen. 2020: Khan, Kamran & Imriln. 2020) who 

co ncluded that board size was posi tive and predictor of performance, 

With respect to relation ship between board size and ROE. the result wa s 

however different. From the result. it can be established that boa rd size was 

pos iti ve and a predictor of RO E. This result shows that a unit increase in board 

size will lead to 0.013784 increase on ROE. This means that a uni t increase in 

I t d
· ' II )11'elcl to a pos iti ve performance. This could bc due to the fact 

r le )oar size WI ' 

l 
'd 'II possess I)eople w ith diverse expcrtise and experience, 

that larger 10ftl s WI 

, ' '11 have to be thoroLiohly acceptabl e by the maj ority 
Moreover. deC ISions WI ,0 ' 

call pl
'otect the finn from detrimental decisions, Frolll the 

members. which 

109 

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

Digitized by Sam Jonah Library



age ncy theory perspecti I , ' 
ve. l dV IIH!. a laroer . 

, . - '" Sized board helps in the monitoring 

I'unctlons anci eventuall ' . , ) Improves the) .r . . . I el lOl l11anCe of the firm . T he result is 

consl stent wi th the wor!' 0 I' (G . 
\ Ulusamy ) 017 AI . - . moneef & Sa montaray. 20 19) . 

The result contradict s the stud y ofZ b.' 
_a II et al.. (20 16) who did not cstabli sh any 

relati o nship between boa r I '-e size and performance. 

T he stud y estab l ished that boa rei independence was negative and a 

predictor of return on asset. net interest income and return on equity . Thi s 

imp li es that a unit increase' In board independence wi ll lead to 0.050903. 

0.040731.0 .202430 decrease in . t . . Ie uln on asset. net Interest margin and return 

on equit y respectivcl y. Thi s mea ns that ,',I 111',,11CI' '" number or independent 

II perl ormance. Genera lly . d irecto r ~ .w ill have an adverse il11l)act 0 11 '"'lllallcl'al c 

in dependent d irec tors are appointed to protect the minority shareholders interest 

Hndl1lak ing sure that all mater ial informat ion are di sc losed . 

T he ri sk -ta king dec ision li es in the hand s or the c:--.ecuti ve directors. 

Usua ll y . Inci ependent directors don't have co!.!ent informati on in relati on to the 

st reng th and \\'eak ness of the company. Being prese nt in the governing 

architecture increases the conflict or opinion in the governing body . Thi s 

normally lends to a slow process in the dec ision-making process. Furthermore, 

independent direc tors may either be compromi sed by close relat ionships with 

the executi ve directors or may not be adequately independent in the discharge 

of their duti es. This willl11ak e it difficult for them to express their di sagrecment 

d 
. bit' l"S The result corroborates with the work of (AI Sag I' et al.. 

1I1'1ng oare mee II '" . -

S I & A k 2021 Edeti & Garn, 2021). The result contradicts the 
2018: .. oue ' . y pe " " 

. . I., I' & Zaohdoudi. 2020: Nwaubani & Orikara. 2019) who 
outcome of (D.leocl I " 

ositive and sionificant relationship between board 
concluded that there waS p , " 

1\0 
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independence and pe· f! . 
I Olmance o f banks. 

The result also del)ictecl that audit c . . 011l11llltee wa s signifi cant with a 

nega ti ve relationship with all I 
, tle three per~o· . ~. - .. I 11lanct: va riab les. I hi s means that 

a unit increase in aue!"t . 
I CO lllllllltee w i II Ie I ~ ae to 0.00800.) decrease in return on 

asset. 0.007633 decrease · . , In net 11llerest inc l -0me am 0.0)2073 decrease in retllrn 

on equity. T he neoa tive . I ' . 
0' I e atl onshlp could mea n that the audit co mmittee 

member on the boa rd we · 
, I e not e:\pert or tec hn ica l people who haY\.: the 

co mpetency in audit. This res It . . b . 
U COII O orates w ith the 1V0rk o r M alia (20 19) : 

i\I1eglwu (20 19) ' ( i<.il)k oech & R ) 0 ' ana, _ 16). T he results however contradic t the 

study o f A slam and 1-I[lI·on (2020) who round audit c0 11l1l1inee size to be 

signi !I ca nt and posit ive w ith return on asset. 

Board diversity positi ve ly and signifi cantly predictcd RO f\. Thi s 

impl ies thill a unit increase in board diversit y lVi lil ea d to 0.0223 19 increasc in 

r ' turn 011 asset. T hi s il11pli e that increas ing th e number or women on boards 

lea ds to ben er perform ance. Represe ntati on of women on boards does not only 

enhance firm performance but may also add to the voices advoca ting for more 

wo men parti c ipation in publi c and pri vate sectors. The results demonstrate that 

female represe ntation and participation increases effect ive monitoring. lead ing 

to positive and economicall y mea ningful elTects on fi rm performancc. Thi s is 

. t· I tl e \\ICl l·k o·f"loreno-G omez Lafuente CI nd Vaillant (20 18). The 
co nslsten \\,It 1 l ' 1\ -

. I . t .. " lce with the work of(Kilic & I(u zey, 2016, Nwaubani 
result IS lowevel aVailed 

I I 
cled that contributions of women on the board clo 

& Orikara, 20 19) W10 conc 11 ( 

not make any m eaningful impact. 

. . cI I' ·t)1 in relation to NIM ancl ROE were however 
The results 0 1 boar (Iversl 

. . .edictor of NIM and ROE with an Inverse 
different. Board diversllY was a pi 

III 
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relationship TilI'S ' I' . Imp les tl . lat a Unit increa ' . 
00" - _ .. . ,se 111 board diversi ty will lead to 

. .)))413 leductlon inNIM 
as well as 0 19589 - . ' . . . . ) leductl on In RO E. Thi s result 

Incil ca tes th(1\ wome n' s 
contributions I on tl e boards adversely affect the 

performance of the banks TI' . . li S IS because wom' .. en Me not lalrly represented (1 n 

the board s o f banks in Sub Sa hara n A fl" -rl ' . Il ca. lell' representati on is hi ghl y 

negligibl e hl!l1Ce it will be very diff' I t' leu t or them to make any mean ingful 

impact on the board . 

The result from tI I Ole (escripti ve stat istics clear ly indicates that It!ss 

wome n are represe lted I I on t le boards of most of the banks in Sub Sa haran 

A fI ·i ca . Th is demonstrates that kee l)I' ll" a 0' large size of wo men on the board 

inhibit performance of the b' k -1-1 I ' . . <In s. le SlUe y IS conslstcnt With thc findings o f 

(Putri et a l.. 202 1: Far iha et al.. 202 1: Manyaga et al. . 2020). The stud y however 

co ntradi cts the findi ngs of (Nwa ubani & Orikara, 20 19: Morcno-(,t1mez, 

Lafuente. & Va illant. 20 18) who did establish any signifi ca nt i1l1pact of women 

represemat ion on pcrforma nce of ba nk s. 

T he stud y also round manager ial ownership to have a nega ti ve 

s ign i f"lcant relati onship with ROA and ROE . Mana gerial ownership was a 

preciictor of perfo rmance. The result s shows that a unit increase in managerial 

ownersh ip wi ll dec rease re lUrn on assct and return on equity by 0.182478 and 

0.57 5198 respecti ve ly. From the theoretical pcrspec ti ve. Jensen and Meck ling 

(1976) hinted that because managers acq uire some shares of the firm. the 

. \101'1' assl'dllollsly by concentrating on the performance of the firm s. 
managel s \0 , 

T hi s is where the interest of the owners' and managers aligns. Fro1l1 the result. 

I 
.' I owncrship is a pred ictor of perfor1l1ance, it nega tively 

althoug 1 Illanagella . 

" Th is may be due to the fact that the percentage 
a ffeets per forma nee. ' -
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shareholclin os of- Illa ' 
~ ' , nagers In the bani,' al'e \'el')' ' r: Inllnites imal to wa rrant or 

innu ence any se ri ous 1110' , , nllOl'lng, 

/\gency theory has proven tl ' 
lat \\ hcn managers o\\'n Inadequate or smal l 

number o r share s o r fi rl11 S ' t d . 
,I oes not Icadto the l11axil11 izati on orsharcho lders 

wea lth, T he ev idence C'ln lp ~ I 
' e Ounc at th e l11 ean va lue 0 (' l11anageri al owncrship 

in the descripti ve stati stics I r. . ~o ' . . 
, n act..) Yo o f managel'lal owncrshlp IS not cnough 

to induce in siders to ali gn th ei r interests to thc interests o f the bank' s 

shareho ldcrs. in thi s case to i llcl'case tl r of balll. s. ' , l e perl orl11 ance 1\ Thc result 

corrobora tes wit h the work o f (A bdul Rah man & Reja. 20 15), 

T he outco l11 e however va ri cs with the stud y o f A bu <l l11 sha (2021) who 

rou nd positive and signilicalll relat ionship between l11 anngcri al ownership and 

perforl11ance. COl11parin g th e findin gs w ith N Ir--,1. study lound l11anagcrial 

ownership to have a nega ti ve and not a pred ictor of N IM , The results 

del110n trate that a un it increase in manager ial ownership wi l l reduce N IM by 

0.00 I 09-1. T hi s work is consistent with the work or Khan. l(a l11ran and I l11ran 

(2020). 

Instilliti ona l owncrship showed a nega tive and insignifica nt relati onship 

w ith both ROA and ROE , This il11plies that a unit change in institutional 

ownership wi ll lead to a reduct ion in return on asset and return on eq uity by 

0 .000263 and 0,002293 rcspectively. Therc is no evidence of a statistical 

. . l . stitutional ownershi p and bank perio rl11ance. Thi s l11eans 
relati onship 1etween In ' 

I 
. ' ' I O\\' ll el'shil) is not a predictor of performance. T hi s may mean 

t w t In slituli ona 

'1 ') ma)' not have the requi sitc time to monitor the 
that in stituti onal owners llJ ' 

I 
l ,·s This lindin" is consi stc lll with the work of 

activities of thc bOll rc mell1 )(;1 . ~ 

. ?O IS ' Sohail et aI., 20 17: Artha ct al .. 2021). 
(Abdul Rahman & Re.la. - • 
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In st itutional CllVnershi) d . . . 
I eplcted an Inverse and sign ifi ca nt relati onship 

w ith N 1M. Th is mea ns tll~t '. 
" a unl\ In cre"lse' . . . I .. , III Instllut lOna olVnershlp will lead 

to a red ucti on i n N I II by 
0.000445. FrOIll the agency theory perspecti ve. 

in stituti onal in vestors are o ft en ' . 0 • 

l eea rd ed as In ves tors w ho arc acti ve andt<lkc 

<ldvantage o f their voti no)o . . . 
" I lVe l to Institute better governance pmctices in thc 

cO lll p<lnies in wh ich thev inv -rl . . . . 
- est. le l esult , however. showed that Instl\ lI t lonal 

In ve tors did not play thei r ro le ' II ' f" \\ e In ter lllS 0 nlonllOring since they hal'e an 

in verse efrec t on the perf,o ' f b I .. . Illlance 0 an ,s Thi S IS consistent w ith thc work o r 

Djeba l i <lnd Zao hdou di (/010) -rl' . . . . . e - - liS IS contrary to the work o f Ilerw lY<lntl. iVla 

<l nd Ros<lda (2015) who found instituti onal ownership to be pos iti ve and 

signi ticant to pcrforillance. 

/ \ 5 fnr as ROJ\ and N I M wcre conccrned. th ere was positive <lnd 

signi lic<lnt e tTect between ownership concent ra tion. T his me<l ns <I unit incre<lse 

in ownershi p concentrati on w ill lea d to 0.335654 and 0.1 483 13 incrcases in 

re tu rn on asset <lnd net interest margin respecti vely. Con<.:e ntmtecl ownership 

enhances Illo re errccti ve Illonitoring. whi ch leads to bett er perfo rman cc . It has 

been esw bli shed in agency th eory that when there is hi gh leve l of ownership 

concentration, it lea ds to the mitigation of Illan<l gerial opportuni sm. T his will 

even tuall y have a pos iti ve effec t on performance of firms . Thi s result 

corro bOJ'<l tes w ith th e work of (l3oll ssa<ld[1 & Majdi . 20 15 ). 

The result wa s however at va ri ance with the study of Foshtomi (2017) 

' d . [I ' I ~ Il )' l1l eanin "ru l impact of ownership concentration and 
who dl not estfl ) IS 1 " " 

. TI vas however neoative and insignifi ca nt relati onship 
retu rn on asset. l ere \ , " 

I 
. e ltration and relllrn on eq uity . T his means a unit 

between owners lip cone I ' , 

. , . I . entrati on w ill lead to 0.3 11503 decrease in retu rn on 
increase In ownel Slip conc 
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equit.v. Co ne> t I en ratec Ownershil) e I 
' nlances more efrective monitoring. \\'hich 

leads to better performa nce 0 .' 
( . wne lsillp concentrati on did not have any erfect 

on return on asset. This resul.. . 
t cOll obor<ttes with th e work or(Sohail et al.. 2017: 

Yahaya. 20 I 8). The result ' I . " , 
IS 10IVevei at va rran ce with the stud y or Foshtom l 

(20 17) and (Boussa<tda ~ tvl ' I' 20 -
c a.lc I. I)) who establi shed a signifi ca nt and 

pos iti ve innu ence orow .' I ' , nel s lip concentrat ion and retul'l1 on eq uity, 

Fina ll y, financial levera ge whic h served the purposes of control 

variab les was also t' d ( nega Ive an significant. Firm size had no efYect on 

perrOl'llla ncc , 

Cor porate goyc rnancc and rcgulatory cOlllpliancc 

The results or the objective two were di scussed thoroughl y in thi s 

secti on. It depicts the effect between corporate governance and regulatory 

compliance orba nks in Sub Sa haran Afi' ica , Seven hypot hescs we re stated, The 

proba hi I i ty va lues 0 f /\rella no-Bond SCI'ia'l C orre lation 0 f di sturbances ind ica tes 

that G Mfv1 estimators are consistenl. From the estimates It ca n be deduced that 

lagged RC (lag I) significant ly pred ict the current RC. This clea rly indicates 

[hal it s past transac ti ons determine the current behav ior or regulatory 

cO lllpliance, The sargHn tests fo r over-identifying restri cti ons do not re.ied the 

II I I 's tlla[ [he GMM estimato rs and the instruments are valid in the 
III I lypotl eS I ( 

GMM es timat ions. 
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Tab le 4: Rcoressioll' I • ." 1 CS U ts 0 r co . 
co nlJ~llanc e 1 po rate governance on regula tory 

Vana bl e 

I\C (-I ) 

BS 

13 1 

AC 

BO 

MO 

10 

OC 

LV 

FS 

No. or In strum ents 
/\1\ Test ( I) 

/\1\ Test (2) 
I-Iansen Test 

Coer 

0.263248 

0.0067 11 

-0.061326 

0.0 12760 

-0.069098 

-0 .383622 

0.000268 

-0.025833 

-0 .004475 

-2. IO E-06 

Source : Author' s Co nstruct (202 1) 

t-Stati stic P-valu e 

6.459686 0.0000 

6.459686 0.0433 

-2 .5 13227 0.0 125 

3.727897 0.0002 

-2 .862986 0.0045 

-2.574926 0.0105 

0.450952 0.6523 

-0.21 1209 0.8329 

0.171730 0.8638 

-1.034496 0.30 17 

4 1 
0.8802 
0.9993 
0.3488 

The resu lt showed thm board size was predictor of performance with a 

pos itive relati onship with regulatory compliance. This result showed that a unit 

increase in board size wi ll lead to 0.006711 increase in regul atory compliance. 

The result dcpicts that increase in the board size will ha ve a positive impact on 

regu latory complia nce. Thi s mea ns that when the boa rd is large, it enhances the 

leve l of compliance . From the institutional theory perspective. incn:asi ng the 

size oCthe board will lead to enhancement or regul atory compl iance. Thi s wi ll 

eventual ly lead to attraction of resources 11'0111 stakeholders. Moreover. 

institutional theory also posits that boards with larger number are ab le to 

monitor the acti vities of management and this wi ll translate positively 011 
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corporate governan ce disci. . 
OSUI e and compllancc. 

Thi s re sult is consi sten t ,. I I '. . 
II It 1 t 1e work of (l-Ierwlyal1t1. Wulandan & 

Rosada. 20 15: A lfrai h 20 16 ' AI B . 
. . - assam, NUm. Opong & Downs, 2018). The 

result suPPOrt s the h)' I)oth . 1-h fi . . . 
eSl s. e Inclings were however at vanance With the 

stud y o f" jVlni fa nc1 Tah 'II" (?O?O) I 
. , , I - - w 10 concluded that board size had no impact 

on co mpliance. 

The study found board independence to be a predictor with an in verse 

relati onship wi th regulatory cO l11pliance. This il11plies that independence of a 

board inlluence reglilatory co mpliance negatively. It ca n be mglled thatthc largc 

11Uillber or inucpendel1l directors does not provide elTect ive ness in the policy 01" 

the direc tors to co mply to regulations. Most of the independent dil'ectors are not 

pri vy to Illost of the informati on and orientation of the firl11 s. This adver. cly 

arrects their deci sion l11aking. Thi s l11 ea ns that they contribute less role in the 

regulatory cOl11plia nce of the banks. Thi s result is consistent with the work of 

Zulli kar et al.. (2020) . The re ult is however inconsistent with the lI ork orMnif 

and Ta hari (2020) who estab l ished that boa rd independ ence Iwd no signi ficant 

relation ship w ith regulatory compliance. 

T he result also demonstrates that audit committee was pos itive and 

signifi ca nt. T hi s l11 ea ns that a unit increase in audit cO l11l11itt ee will leil d to 

0.012760 increases in regulatory compliance . The result indicates that audit 

. b"e vl'ol'lant in making sure that the reQulatory cO l11pliancc COml11lrtee l11 em el s C1I ~ ( ~ ~ 

. dl . c1 TI e)' exhibit high level orcompetcnce in the discharge of IS keenly a l ei e to. 1 , ~ 

.' I' onsistent with the work of AI-Bassa m. Ntim, Opong their c1utles. The resu t IS C 

I Z lfi kar et al (2020). The result is however inconsistent 
and Downs (20 18) anc _u I ( 

. (7017) who could not identi fy any signi (icant impact 
with the study of Juhl11ilnl -

117 

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

Digitized by Sam Jonah Library



oi'audit com l11 ittee size . 
. on compliance. T he fi ndi ngs validate the hypoth es is 

Boa rd di vers ity Il asa ·.d · . 
, (pi e Ictal ofregulatOl'Y coml)liance w ith a neoal ive 

, '" 
relati onship . T hi s indicates that . 

c (a unit in crease in board di versity wi ll lead to 

0.069098 reciucti on in RC TI' 
. li S Illay be due to the number of wOlllen on the 

bO:l rd . T he percentage o r 1I'0men on til e bO'II'cl . was quite low to mnke any 

positi ve inf'lu C' nce in relation to regulatory compliance. Most or the women on 

th e boa rci were less represe l1tecl I k . . fr-: l enee ma ' e It eli IICLllt for them to make any 

pos iti ve illll)ac t as fa r as reo lll ~t . I ' . . 
« ",,, ol Y co 111 P lance IS concern ed . The fi ndin gs were 

cons istent w ith the work of Ka tarac hia et al. (20 18). The findings o r the stu dy 

lI ere at v :lri a n c~ with the \\'ork o r f\lrraih (20 16) who establi shed a posit i ve 

inllu cnce o f'board di versity on regulatory perfOl'mance. 

T he study also found managerial ownership to have a negative and 

signilicant relati onship with RC. The results show that if unit increa se in 

manageri al ownership w ill reduce RC by 0.383622. This may be due to the fact 

that the percent:l ge shareholdi ngs of lllanagers in the bank are very infinitesi m:l l 

to warran t or innuence any serious Ill onitoring which wi ll result in any 

regula tory pos itive compliance. The pcrcenta ge shareholdings orthe managers 

wh ich could in flu ence the regulatory comp liance was nothing to wr ite hom(; 

about. The re sult corroborat es with the work or Elmagrhi et al. (2016). 

Instituti onal ownership was positive and could not predict regulatory 

compliance. T hi s means that a unit increase in insti tu t ional ownersh ip wililca" 

. . 1 RC [))' 0 000268 Institutional ownership was not a pred ictor to an Increase II . . 

f
' I 1 '~ llce Silllpl)' IJu t it has no efrect on regulatory compliance. o ' regu alOry comp I" .' ~ 

. . . ' e 1l,'lth th e in st itutional theory which avers that firms with 
T he result IS In vananc 

higher 
. . . I 'Ilel'shil) demonstrate high leve l of transparency , 
InslitutlOna 0 \\ 
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:Jccollnt:Jbilit\ . di sc losure al1el co I' 
• • < mp lanct!. The result is consi tent \\ 'ith the 

\\ ork o r Bueney and Pae(20? 1) 1 - " __ 
< < - am Elmngrhl. N l1m and Wnn!; (2016), I hc 

result is howeve r inconsistent with the study or Pernamn sar i (20 18) who 

establi shed that there was significnnt relati onship between instituti onal 

ownel'sh i p a nd regula tory comp l ia nee. 

T hen: was nega tive and insignifi ca nt relntionship between ownership 

concentrati on and RC. Thi s means that a unit increase in ownership 

concentr:Jti on w i ll Icnd to a reduction in RC by 0.025833 , Ownership 

concentration had no effec t or was not a predictor orregulntory compliance. The 

result is co nsistenr w ith the wOI'k or .Iuhlllnn i (2017) . The result. however. 

contrad ict wit h the fine! ings of' 1\11n i f' nnd Tahari (2020) ane! A I-Ba s nm. N t im. 

O pong and Downs (20 18) who establi shed significnn t relati onship bi.!twcen 

ownership conce ntrati on nnd compliance, 

Financial leverage was pos itive and in signi ficant. Firm sizc \\ as also 

negative and in significant. 

Chapter Summa ry 

The chapter focu sed on the anal yses o r the result s or the fir st t\\ O 

" r I I The se obj ecti ves were effec t of corporate governance objectives 0 tle stue y. . 

. 10 l ' I' al1el errect or corporate governance on rcgulatory ane! performance 0 Mn, < 

used ror corporate governance and til 0 co mpl iance. Seven variables were 

variables for control variab les. 

119 

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

Digitized by Sam Jonah Library



CHAPTER SEVEN 

RESULTS AND DISCUSSION 

T he results or the third d r I " , 
an .Ourt 1 obJecti ves Ol' the stud y were prcsented 

in th is chap ter , The third ob' , t ' I ' , , , , 
.I ec Ive soug 11 to exam ine the Interacti on ef rect 01 

t)' IJe 0 f bank (do ll1est'lc 0 ' " , , ) I ' , 
I .o l elgn on tle relati onship between cO l'porate 

governance (boa rd size, board independence. audit cOllllllitt ee , board dive l'sity , 

Illanagerial OlVner hip, instituti onal ownership, ownership concentnlt ion) on 

per rorlll ance or bank s in Sub Sa haran A fi'i ca was ad dressed in thi s chapter, T he 

fou rth obj ec ti ve also sought to exa mine the interacti on effect of type o f' bank 

(domesti c or fo reign) on the relationship between corporate governan ce on 

regul ,n ol'Y cO lllpliance or bank s in Sub Saharan Africa , Thi s chapter interprets 

and v isuali zes the interac ti on efleet by using the margin s and margin s plot of 

Stata , 

T he interaction effects are tested through the comparison of the 

confide nce intervals represented in gra ph s, This is constructed at 95% 

, , I ' ' ' S-rAT '\ comllland s " Illal'gin s" and " Illargi nspl ot. " co nfidence Intel va S uSin g r ~ 

, " 'tl ' stud)' to establi sh th e va lid stat isti ca l conc lusions T he Visuali zation ass ists l e 

in relati on to the hy poth eses, 

. L I' the relationship between board si ze Interacting effect of type 01 }an, on 

and performance 

interaction impact of' ty pe of' bank on the Fi"ure twO presents the 

'" "r, l ce of bank s, Type o r bank which d "and pel.ollllal 
relation ship between boar Size ( , , 

I . Tcantl y moderates the relationship foreign negat ively ane Slgnl I , is d om est i e or 

" nd ROA. With bet ween board size a 
t t'o tile net interest income as a respec 

t· and foreign) does not moderate , . " )e of bank (dollles IC , ~ 
performance indlcatol • t) I 
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the relationship b . etween bank . 
. SIze and NIM Th . 

negative. Type of bank' . . e relatIOnship is however 
Slgl1l ficantl . Y moderates the I . 

sIze and return on . re atlOnship between board 
equIty. The relationshi' . . p IS posItIve 

The delta method B . 
- onferroni (appendix) . 

significance or oth . IS used to determine the 
erwlse ofth . e margins plot. 1 t states h . . 

letter in the groll I b t at margms whIch shares 

ID 
o 
di 
o 

N 

p a el are not si ' fi gl1l Icantly different at 5% level. 

ROA 

8 10 12 14 16 18 20 
BS 

1 __ 
1. domestic ~ 2. foreign I 

ROE 

6 8 10 12 14 16 18 20 
BS 

1------- 1. domestic ------ 2. foreign I 

... 
~ 
J, 
~ 
<0 
~ 

r: 
N 

NIM 

t ! ! ! ! ! ! ! 
6 8 10 12 14 16 18 20 

BS 

1--- 1. domestic --- 2. foreign I 

Figure 2:' Moderation effect of type of bank on the relationship between board 
sIze and performance. Source: Author' s Construct (2022) 

Interacting effect of type of bank on the relationship between board 

independence and ROA 

Figure 3 depicts the interaction effect of type of bank (domestic and 

foreign) on the relationship between board independence and performance. 

Specifically, type of bank significantly moderates the relationship between 

board independence and ROA. The relationship is negative. Type of bank does 

not moderate the relationship between board independence and NIM. With 
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respect to ROE t , ype of bank doe s not also moder 
does not also su ate the relationship. The result 

pport the mod . eratll1g role of t 
between board . d ype of bank on the relationship 

In ependence and ROE . The delta th d . 
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Figure 3: Moderation effect of type of bank on the relationship between board 
independence and performance. Source: Author's Construct (2022) 

Moderating effect oftype of bank on the relationship between audit 

committee and performance 

Figure 4 clearly shows negative effect of type of bank on the relationship 

between audit committee and ROA. The study also confirmed that there is 

significant moderating effect of bank type on the relationship between audit 

committee and ROA. Type of bank moderates the relationship between audit 

committee and ROA. With net interest income as a performance indicator, type 
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of bank does not mod 
erate beca use It IS insi . fi 

margins plot gm Icant. The result ITom the 
revealed that type of bank is not . 

moderate the I . a predictor hence does not 
re atlonship b etween audit com . 

Boferroni (. mltteeand ROE. The Delta Method 
appendix) result I 

s c early indicates all . 
its i . 'fi group was shanng letter hence 

nSlgnJ Icance. 
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AC 

1----..- 1. domestic ------- 2. foreign I 

Figure 4:' Interaction effect of type of bank on the relationship between audit 
size and performance. Source: Author's Construct (2022) 

Moderating effect of type of bank on the relationship between board 

diversity and performance 

From the result of the margins plot, the interaction in figure 5 shows a 

positive relationship between board diversity and ROA. Type of bank 

significantly moderates the relationship between board diversity and ROA. 

Type of bank is not a moderator of the relationship between board diversity and 

NIM. It was not also a predictor in terms of moderation on the relationship 

between board diversity and ROE. The Delta Method Boferroni (appendix) 

results clearly indicate no group was sharing any letter hence its significance. 

123 

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

Digitized by Sam Jonah Library



". ROA 
0 .. 
~ 

! ! ! ! ! ! '" ~ , 
"": 

N 

0 .1 .2 .3 .4 .5 
SO 

1--- 1. domestic 

ROE 
"! 

"": 

0 

"": , 
"! 

0 .1 .2 .3 .4 5 
SO 

I ~ 1 domestic 

CO 
0 

II ! ! ! 
--I 

.6 .7 .8 .9 1 

-+-- 2. foreign I 

.6 .7 .8 .9 1 

---- 2 foreign I 

N 
~ , 
(!; .. 
'" 0 .. ., 
0 .. 

"": 

NIM 

I I I I ! ! ! ! ! I I 
o .1 .2 .3 A .5 ~ 3 .8 .9 1 

SO 

1-..- 1. domestic ~ 2. foreign I 

Figure 5:' Mo?eration effect of type of bank on the relationship between board 
dl verslty and performance. Source: Author's Construct (2021) 

Moderating effect of type of bank on the relationship between managerial 

ownership and ROA 

The diagram depicts the moderation effect of type of ba nk on the 

relationship between managerial ownership and performance. From the result 

ofthe margins plot in figure six, the interaction showed a significant interaction 

between managerial ownership and ROA . On the contrary, type of bank did not 

moderate the relationship between managerial ownership and NIM. The 

interaction was however positive. With respect to ROE, there was a moderation 

effect on the relationship between managerial ownership. The delta method -

Bonferroni (appendix) is used to determine the significance or otherwise ofthe 

margins plot. It states that margins which shares letter in the group label are not 

significantly different at 5% level. 
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Figure 6: Mode~ation effec~ of type of bank on the relationship between 
managerial ownership and performance. Source: Author's Construct 
(2022) 

Interaction effect of type of bank on the relationship between institutional 

ownership and ROA 

The results of the margins plot indicate that type of bank does not moderate the 

relationship between institutional ownership and ROA. There is moderating 

effect of foreign and domestic banks (type of bank) on the relationship between 

institutional ownership and NTM. It did not also show a significant interaction 

of type of bank on the relationship between institutional ownership and ROE 

hence does not moderate the relationship. The delta method -Bonferroni 

(appendix) is used to determine the significance or otherwise of the margins 

plot. It states that margins which shares letter in the group label are not 

significantly different at 5% level 
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Figure ~ : ~od.eration effect of type of bank on the relationship between 
InstitutIOnal ownership and performance. Source: Author's Construct 
(2022). 

Interaction effect of type of bank on the relationship between ownership 

concentration and ROA 

Figure 8 depicts the moderating effect of foreign and domest ic banks on the 

relationship between ownership concentration and ROA. It moderates the 

relationship between type of bank and ROA. Type of bank also moderates the 

relationship between-ownership concentration and N1M . Type of bank is not a 

predictor hence does not moderate the relationsh ip between ownership 

concentration and ROE. The delta method -Bonferroni (appendix) is used to 

determine the significance or otherwise of the margins plot. It states that 

margins which shares letter in the group label are not significantly different at 

5% level 
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Figure 8: Mode~'ation effect of type of bank on the relationship between 
ownership concentration and performance. Source: Author ' s Construct 
(2022). 

Moderation effect of type of ban k on the relationship between corporate 

governance and regu latory compliance 

The fourth objective of this study is presented and discussed in this 

section . The moderating impact of type of bank on the relationship between 

corporate governance and regu latory compliance of banks in Sub Saharan 

Africa. 

Interaction effect of type of bank on the relationship between board size 

on regulatory compliance 

The moderation impact of type of bank (domestic or foreign) on the 

relationship between board size and regu latory compliance is presented in fig ure 

9. The interaction impact oftype of bank on the relationship between board size 

and regu latory compliance was insignificant. This implies that domestic and 

foreign bank does not moderate the relationship between board size and 
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regulatory compliance. The delta m t . 
e hod -Bonferrol11 (appendix) which is used 

to determine the signifi 
. Icance clearly depicts that there is no significant 

relationship. It states th t .. . a malgms which sh I . ares etter m the group label are not 

significantly different at 50/, I 
o evel. Most of the groups share the same letter 

hence its insignificant interaction. 

Predictive Ma . rglns With 95% Cis 

r • 
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~ . 
, , 

6 8 10 12 14 16 18 20 
BS 

- ... - domestic - -<1."--- foreign I 

Figure 9: Moderation effect of type of bank on the relationship between board 
size and RC. Source: Author's Construct (2022). 

Moderation effect of type of bank on the relationship between board 

independence on regulatory compliance 

This section presents the interaction effect of type of bank on the 

relationship between board independence and regulatory compliance. From the 

figure 10, type of bank which are domestic or foreign interact positively with 

the relationship between board size and ROA. The interaction effect of type of 

bank on the relationship between board size and regulatory compliance was 

insignificant hence does not moderate the relationship the delta method -
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Figure 10: Moderation effect of type of bank on the relationship between 
board independence and RC. 

Source: Author' s Construct (2022) 

Moderation effect of type of bank on the relationship between audit 

committee on regulatory compliance 

f 

Figure I 1 below depicts the moderating effect of type of bank on the 

relationship between audit committee and RC. Type of bank insignificantly 

interact the relationship between audit committee and regulatory compliance. 

This implies that type of bank is not a predictor or does not moderate the 

relationship. This is validated by the output of the delta method -Bonferroni 

(appendix) . Most of margins in the group share the same letters hence depict the 

insignificant interaction . 
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Figure 11: M?deration effect of type of bank on the relationship between audit 
commIttee and RC. Source: Author's Construct (2022) . 

Moderation effect of type of bank on the relationship between board 

diversity on regulatory compliance 

The moderating effect oftype of bank on the relationship between board 

diversity and RC is depicted in figure 12 below. Type of bank was not a 

predictor of relationship between board diversity and regulatory compliance. 

This means that type of bank does not moderate the relationship. This is 

validated by the output of the delta method -Bonferroni (appendix). Most of 

margins in the group share the same letters hence depict the insignificant 

interaction. 
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Figure 12: Mo~erat~on effect of type of bank on the relationship between 
board diverSity and RC. Source: Author' s Construct (2022). 

Moderation effect of type of bank on the relationship between managerial 

ownership on regulatory compliance 

The moderating effect of type of bank on the relationship between 

managerial ownership and RC is demonstrated in figure 12. The moderating 

effect of type of bank does not moderate the relationship between managerial 

ownership and RC. This implies that type of bank is not a predictor in explaining 

the relationship between managerial ownership and RC. The delta method -

Bonferroni (appendix) is used to determine the significance or otherwise of the 

margins plot. It states that margins which shares letter in the group label are not 

significantly different at 5% level. 
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Figure 13: Mod~ration effe~t of type of bank on the relationship between 
managenal ownership and RC Source: Author ' s Construct (2022) . 

Moderation effect of type of bank on the relationship between 

institutional ownership on regulatory compliance 

~ 

. I 

figure 14 be low showed the moderating effect of type of bank on the 

relationship between institutional ownership and RC The moderating effect of 

type of bank significantly moderates the relationship between institutional 

ownership and RC The relationship is a lso positive. They outcome of the Delta 

Method Boferroni (Appendix) is used to measure the significance of the margins 

plot. 
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Figure ! 4: .Mo.deration effect oftype of bank on the relationship between 
instItutIonal ownership and RC. Source: Author' s Construct (2021) 

Moderation effect of type of bank on the relationship between ownership 

concentration on regulatory compliance 

Figure 15 showed the moderating effect of domestic and foreign banks 

on the relationship between ownership concentration and RC. The moderating 

effect of type of bank insignificantly moderates the relationship between 

ownership concentration and RC. Domestic banks in Sub Saharan Africa 

performed better than foreign banks. The delta method -Bonferroni (appendix) 

is used to determine the significance or otherwise of the margins plot. It states 

that margins which shares letter in the group label are not significantly different 

at 5% level. 
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Figure J 5: Moderation effect of type of bank on the relationship between 
ownership concentration and RC. Source: Author' s Construct (2021) 

Chapter summary 

, 
1 

This chapter focused on the moderation effect of foreign and domestic banks on 

the relationship between corporate governance and performance of banks as 

well as corporate governance and regulatory compliance. Type of bank 

significantly moderated with the effect of corporate governance and 

performance of banks. Type of bank did not significantly moderate the effect of 

corporate governance and regulatory compliance. 
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CHAPTER EIGHT 

SUMMARY CO 
, NCLUSION S AND RECOMMENDATIONS 

Introduction 

This chapter present s th . 
c summary. conclu sIO n and reco mmcndati on for 

prac ti ce. po licy and fUllire r . . I ... . . . 
eseal c 1. FII st and foremost. the key fincli ngs of the 

study are hi ghli ghted in thi I . '" 
s c lilptel. Some Im plica ti ons of the study fo r theory 

and researc h are also prO\'d 1' 1 ' I .' . I ec III t li S e laptel . FlIlally, the chapter discusses the 

limitatio ns o r th e resea ' h O · lb ' . . . ( Ie. 11 tl e aSIS of th e IllllltaliollS and some criti ca l 

outcoille of the study. a Ilumber or suggesti ons are made for the purposes of 

rutu re inCJ uiry where other research ca ll focu s on. 

Slim mary 

Exa illining th e effect of corporat e governance. regulatory compliance 

,md perforillance o f ba nks in Sub Sa hara n Afri ca was the primary obj ective of 

thi s stud y. To address this object ive. lour obj ec tives were establi shed. Goa rd 

size . board independence. aud it comillittee, boa rd di versity, managerial 

ownership . in st itu tional ownership . and ownership concelllration were thc 

co rpora te governance variables. Two con trol varia bles we re also used. They 

were fin ancia l levera ge and firm size. Three performance indica tors w..:rc 

employed in thi s wo rk. They were rcturn on asset. net interest income and rCllIrn 

on equity. A com pliance index based on the corporate governance codcs or 

guid elines derived frolll the OECD was used as a benchillark or compliance 

index for the regulatory compliance. This was compil ed from the annual report 

. I I ' JI" hensivel)' ana lvzed. Type of bank which wen;: ci omcstil: o ftheball.( sa nc co ml c . 

. . I s modera tors to interact the relati onships between 
or forelgll \\as usce a 

. . d performance as we ll as regulatory compliance. 
co rpora te govelnance an 

135 

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

Digitized by Sam Jonah Library
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SUMMARY CON 
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Introduction 

This chapter presents th . . e summal Y. conclusIOn and recommendati on for 

practic~. po l icy and f"uture re . I _' . ' .. sea l c I. Fll st and foremost, the key finelings of the 

study are hi ghli a.hted in thi I ' . '" ~ s c laptel. Some Impli ca ti ons of the study for theory 

and researc h are also IJrov' I I ' I ' · . Ie e( In t liS chapter. Fillal ly , the chapter di scusses the 

limitati ons of" the resea' I O ' lb ' . . . 
c IC1. n tIe aSls of th e 11I11ltat lons and some criti ca l 

outco me of th e study. a number or su..,;gesti ons are made ror the purposcs o r 

futu rc inqui ry where other research can focus on. 

SUlllmary 

Exam ining the effect of corporate governance. regulatory comp l iance 

anci performance o f" banks in Sub Sa hara n Afri ca was the primary obj ective or 

thi s stud y. To addre ss thi s object ive. four obj ec ti ves were estab li shed. Board 

size. board indepencience. aud i t committee. board d iversi t)', manageri a I 

ownership. institut ional ownership, and ownership concentrat ion were thc 

co rp ora te governa nce va riabl es. Two contro l var iables were also used. They 

were tinancial Icverage and fi rm size. Three performan ce indica tors were 

emp loyed in thi s work. T hey were rellirn on asset. net interest income and I'e tum 

on equity. A compliance index based on the corporate governa ncc codes or 

ouidelines derived from the OECD was used as a benchmark or compliance 

'" 
. I C I . 11 ·\tOI·Y compliance. Thi s was compil ed [i'om the annual report 
Inc ex for t l e I egl , 

k I
· pl'chensivel)' ana l vz~d. T vpe orba nk which were domestic 

o ftheban 'sa nc com . -

. . d as moderators to interact the relati onships between 
or foreign lias use , 

d performance as well as regu latory compliance. 
corporat e governance an 
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Five Countries were sel 
ected for the study. These countries were Ghana, 

Kenya. Nigeria . Botswana al 1M ' 
c c lC I alawl. The data for th e study constituted founy 

one banks which wer ·' I' . I 
e Istec on the stock exchange of the five countries. The 

period for the data Sinn fr ?O I I 
c 0 111_ to 2020. The Generalised Mcthod or Mo ment 

was emp loyed as the est" · . Imallon technique for th e analyses or the dara . 

Key I"indings orthe StUdy 

The cf"fcct 0 r co rl)or'lle " . . 
C ",ovel nance on performance of banks In Sub Saharan 

J\fI'ica lI'as the first ob jective of the stlld v . . 
I. It was deduced first and foremost. that the board characteristi cs of 

corporate governance with much empha sis to boa rd size . board 

independence, audit committee and board diversity were all pred ictors 

of performance of banks u in!.!. return on asset net interest Illar"in and .... • b 

return on eq uity as performance indicators. With respect to the 

ownership characteri stics, managerial ownership and concentrat ed 

ownership were all pred ictors ofreturll on asset. In st itutional ownership 

was, however, not a predictor of return on asset. Institutional investors 

and ownership concentration were all predictors o f' net interest income, 

jVlnnageria l ownership was also not a predictor of net interest margin 

and finall y managerial ownership was a predictor of return on equ ity . 

2. The second objective was to establish the effect of corporate governance 

on regulatory performance. (Board size. board independence, audit 

I bl),'II'cl cll'versit)l) which constitute the board 
co mmittee ane 

charCll:teristicS were all predictors of regulatory compliance. With 

. I' characteristics, managerial ownership was the only 
respect to ownel s lip C 
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predic tor 13 tl . . 
. 0 1 Instituti onal ownership and ownership concentration 

w ere not pred ictors f . " . o re",ulatory compliance. 

3. The third objecti ve was to . ' . . "" examine the er r-ect o f ty pe of bank (domesti c 

and forei !!.n) on the "I ' . - I e atlOnshlp between corp orate governance and 

performance. Tho 01 I . . 
U'" 1 t Ie findings were mixed results, it was clearl y 

e tab I ished that 1"0" '0 b '. lel ",n ank s slgnl fi ca ntl y moderate th e relati onship 

between corporate governance and performance (RO A) of banks than 

the domestic banks. 

4. T he fi nal objecti ve was t II ' I I I"' " c 0 esta) IS 1 tIe e lec t o f" typc o f bank (domesti c 

and j" l rei "n) on the . I t' I ' b '" I e a Ions lip etween corporat e governan cc and 

regul atory cO lllpliance . As f.'u· as th e moderati on effect orty pe o r bank 

on the relati onship between corporate governance and regulatory 

cO lllpliance is concerned, only in stituti onal ownership was signifi cant. 

Implication orthe Research to Practice 

T he findings o f thi s stud y present several important impli cati ons for 

mana ge ment o f organisati ons based on th e findings o f the study. The study 

proposes so me impli ca ti ons for management in handling corporate governance 

and its re lated i ssues. T hese implicati ons are mainly based on th e lindings o j" 

th e study. ' 

From the results o f the descriptive statistics, it can be inferred that return 

t t 
. Ie 'est 111aroin and return on equity recorded 3% and 6% 16.87 

on asse . ne In I ' '''' 

~ II " ·t I" tllC banl 's real" cO lllplied to the regulation with mean 
respeclJ"u y. Iv. OS 0 " -

o 1' 1 " 'a"e board si ze was I 0.72 whi ch was relativel y high. 
value o f 89.9 Yo. K avel '" 

" 'y i
l11

l)ressive. It means that in practice, the presence 
Board independence was vel 

. . ' check and ensure that the right decisions are taken 
of in dependent dlrectolS IS to 

137 

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

Digitized by Sam Jonah Library



protec t the shareho l I __ 
(el s. they are 

somctimes at va ri ance with the executi ve 
d irectors II ho seem t I_ 

o \ noW and have all ill f'c ' , . . --l lmdt lon about the ItrillS. I he 
outcom e o r the size or I' 

- aUClt comlllillee '- . . . . 
Size pl edlcts the perf ormance o rba nk s. 

From the resu lt. increas' I 
' ' Ing tle number f d ' . 

o au It members would not amount to 

any signifi ca nt pro fitabili ty Tn t' II . 
. ,c Ica y and practi call y. it is instru cti ve to keep 

a relati ve low nu mber by re i ' . 
Ylllg on d irec tors who are com petelll and hav in g thc 

requi sit c k nowledgc and experti se. 

W om en representa tion on bo,nl-cls Sl1011lcl be encouraged because th ey 

in flu ence per formance Thi s I o ' I Id I . . . O" IC 10 S w len board IS measured With return on 

asset as a I)e rlo rm 'l nc" '1Il cl l'cato' 1-1 I . f . " , I. l e og lc 0 wo men representat ion on bom ds 

lIa s defeated wh en th e per formance ind icato r wa s mcasured with return on 

equi ty andll et interest. I-lav ing more women on board w ill negati ve ly arrectthe 

per formnnce 01' bnnks. With respect to manageri al ownership, the fact that 

directors' o w n shares in a ba nk does not necessaril y mea n it will tra nslate int o 

pro ri tab i I ity. T he quantum o r shares hel d by di rectors and ma nagers o r the banks 

mall eI' . T he same narrat ive is tru e with instituti onal ownershi p. Ba nks are 

encouraged to have ownershi p concentra t ion because it lead s to or in fl uences 

pe r formance. 

Boa rd si ze i s also a predi ctor of regulatory compliance. The li nd ings 

b - I s'ze enhances regulatory compliance. T h.;y w ill 
sho wed that large oa l c 1- , -

. ee codes and ouid elines . Independent directors 
conform to corporate govel nan " 

. .. . I . I compliance. The banks shou ld have less or 
are also a predictor 01 l egu atol ) 

I' l ce is concerned. Once the sizc o r audit 
them as for as regulatory comp lal 

I 'ance is enhanced. Directors should hold 
. . _,, " 'eoulalOry comp I, 

CO lllllll ttee InCI l:c1Ses. I '" 

re"ulatory compliance to be enhanced . 
less shares in the company fo r '" 
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as I\ c ll as adherino to tl 
'" Ie necessary I" I . . C ISC osul es for the purposes of protect ing 

the 111 i nority shareholde' T I 
I s. Ie averaoe III l . f I" . " 1111 )e l 0 auc Il CO l11mlllee members IS 

al so manaQeable It had 
~ . ,a mean mark of 4.4 . 

T he mean va lu e for board I" . . 
, C IverSlt)' depicts women are less represented 

on board s. In fact there are . . 
, ,qulle a number of bank s who didn ' t have any wOl11an 

been reprcsented on their b . I I .' . . . oa l C S C ullng the peri od of thi S study. Directors and 

manager owninQ shares o r tl b I- ' .. . ~ Ie an , was qUite unll11l)1"eSS lve. Managerial 

ownersh ip wns very low M t f I I . os 0 t Ie s lares were owned by inst ituti ons. They 

constitute the hiQhest sharellolcll·llg.S. C I ~ c= oncentratec ownership was also 

impressive. 

There is an in verse relnti onship between size o fa boa rd and perlo rmanee 

as it was revealed in the result. Both ret urn on asset and net int erest margin were 

co nsi stent wi t h the result. Practicili Iy. the outcol11e shows t hat lila i ma i ni ng a 

large sized board is detrimental to the performance 0[' banks. T he negative 

outcome impl ies that keep ing a large sized board w ill be unproductive . This 

implies that as more d irectors get appo inted to the boards of the firm. deci sion 

maki ng may prolong because 0 [' di vergent views which in the long run may 

neQativelv have an impact on the performance of bank s. Co nside ring the 
~ -

. (I alloll'all ees for eac h of th e board ofd ireclOrs. it is prudent 10 
remunerati ons an, , 

f I tl ~t tile resources of the firms c<ln be put in good use. \\lith 
have less 0 t lem so 1" 

't I board size had significant and positive impact. The 
respect to return on equi ).' -

. e with ROA and NIM. 
resu it was at varlanc 

. d' ted that board independ ence was a predictor or 
T he stud y resu liS In Ica ' 

. alive relat ionship. Independent directors are 
pcrfor nw nce but rc su lted 111 a neg, 

. l<Tth <lnd weakness of the firm s. In their bid to 
most or ille lime unare of the stlel <> 
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In stituti onal I I s lare lolders I 
ane ownersh' 

, I Ip concentration do not have erfec t on 
I egu ator), compli ance, 

A moderat ing va riab le 
can contribute to the stren!!th and form o r a 

relati on between ( 
Wo variables, The em, t " 

ec between corporate governance on 

regulatory compliance was moderat I ' 
( ee with type of bank (domestic and foreign) 

however, type 0 f b~1111 ' s' ' fi ' , Ignl Icantl )! inte t· I ' I rac ec Wit 1 only one va riabl e which 

happens to be instituti o llal 0\ I ' ( vners llp, 

Implications orthe Study to Policy 

This research IJut forward a b' r' , ( (num el 0 Issues pollcYlnakers, regu lators 

and stakeho ld ers Illu st address t· I' , 0 pi 01l10te ane sustain corporate governance and 

it s I'elated issues, First of all . policy Illakers should ensure that board size llfa 

lil'lll are kcpt at the lllinillluIllnu1l1ber to protect the resources of lhe lil'ln , It will 

al so address the problem of free rid ers, In other to properl y address thi s issue. 

compete nt and we ll Clualified peop le should be considered 1'01' appointment to 

th e board of directors, T hi s will lead to effici ency and the SCill'ce resources or 

th e bank s w ill be put in good use, Shareholders should have the confidence to 

terminat e the contract orany director who is under performing, 

Secondly, for the boards to succeed, stakeholders should ensure that 

, I t ell l'I1ClelJendent directors and eXl:!cutive directors, 
therc i s coopera ti on Je we 

, II ' " I inforillation to them to Illak e their work eas ier. 
T hey shOll Id disclose a Illatclla 

" f I 'dependent directors should bl:! considered 
The views and contl'lbUtionS 0 t le In 

J.': ' I ble institutions Without the cooperation 
in order to build a strong and JornllCa ' 

f' dependent directors will be a di sservice 
of executive directors, (he presence 0 In 

to th e bank s. 
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I nsti tut iona I I 
S lareholclers a I 

( nc ownershi CO l . ' 
. . P lCentrallon do not have effect on 
I egu latory compliance. 

f\ mocieratino vn l " I ~ bl " " " e ca n c .[ ontl"l )ute to the stren!.!.th and form of a 
relati on bet -. wee n two var iab les. The em.. . 

ect between corporate govemance on 

regul atory co mpliance was moderated ' . 
( wIth type of bank (do mestic and foreign) 

howevel' t" l)e o f b I' . . 
, J alh slolll ficanti v . I . 

" ( J In eracted WIth only one variab le whi ch 

happens to be institutional ownership . 

Implications of the StUdy to POlicy 

T hi s resea rch I)ut forwa l'cl a b r ' . . , , num er 0 Issues pollc),makers, regulators 

anci stak ehold ers IllU St address to . I ' , plOll1ote anc sustaIn cOl"porate governance and 

its I'elated issues. Fi rst ora ll. po li cy makers should ensme that boa rd sizc ora 

lil"ln arc kept at the lllinilllulllnumber to protect the resources of the firm. It \I ill 

also add ress the problem or fi'ee riders. In other to properl y address thi s issue. 

competent and wel l quali fied people should be considered for appo in tment to 

th e board 0 1' directors. Thi s will lead to effi ciency and the scarce I'esources of 

th e banks w ill he put in gooci use. Shareholders should have the confidence to 

terminate th e con tract of any director who is under performing. 

Second ly, for the boards to succeed. stakeholders should ensure thaI 

. I t 'een indel)enclcnt directors and executi ve directors. 
there is coopera ti on Je \I 

. II ' t ··a l information to them to make thcir work easier. 
They should dI sc lose a Illel ell , 

.' f tl e independent directors should be considered 
The v iews and contrIbutIOnS 0 1 

d 
D ' . lable institutions. Without the cooperati on 

in order to build a strong an 0 1 m!C 
r dependent directors will be a disservice 

of cxecuti ve directors, the presence 0 In 

to the banks. 
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Another importum I' 
e po ICy related i . . 

. Ssue IS that the governl11ent th rou!!h their ce ntral bank s as . _ 
, legulators should CI . ' . . 

ISUl e that direc tors who are appointed 
to the boa rd are dul), q I'fi 

lIa I led. TI I 
ley s lou ld go beyo nd the certilicate they 

posses a nd tak e into consiel . .' . . 
elati on their track, 'd I I " . 

the corporate wo rld. 
, leCOI ane t lelr achi evement III 

A lll <1ndatory code I' 
o Corporate governance should be adopted at the 

nati onal leve l. However, the reo I' · ' I 
"'u dtOI S s lould engage broader stakeholdcrs in 

clrarting these codes The I' " I 
. ebu ators should be monitoring these bank s and try 

to eSlab li sh \V h)1 SO lll e ba I' I' ~ 
en ,S e eVlate Irom th ese regulatory comp l iall ces. 

Th rOll!.!.h lhell en"aoelllen t lhe . ' I 
- b

e
:=- , y ca n I eV lse t Ie codes or co rporat e governa nce 

li'olll lilll e to time 50 thai it becomes fi'iencll y and wO I·k in!.!. document lor all the 

ba nk s. 

Fina lly, board of directors should be made to fc1ce the full ri gors or lhe 

law if th ey fnil to live up to cxpec tal ion. Inn ocent shareholders shouldn't lose 

th e ir in VeStlll clllS heca usc of the actions il ild illacti ons of" boa rd or direc tors. 

They sholiid be accOlilltilbl e to lhe shareholders of th e banks. 

Contriblltion to theory 

As pari of contribution to the ilgell cy theory, corporate governance is 

I . . . ~sed IJer/onnance of banks: however. the agent. by ex pecled 10 res li t III InCl e" 

. .. . . . . I I mil xillli ze the economic obj ectives orthe at the vlrlu e of hi S ac ti viti es. tenc 5 0 . 

. " C I' Jorarion owners beM the consequences of ac ti ons expe nse of lhe pllnclpal. 0 I 

ot 'llwaysact in the interest or the principal The anent Illay Il ( c laken by Illanagers. - , '" 

" 'ze the benefit which consequently will 
I -'. walll 10 lllaX IIllI -even when bOtl pal ties 

, f lil e corporation. illlped e lh e perforlllance 0 
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Rccollll1lcndat ions 

This study shows tl dd 

lat a ressing issues with respect to cOl"pora te 
!.!overnanc e regU latorv cOI11I)I' I 
~ '~ . lance ane performance of banks in Sub Sa haran 

Africa is indi spensa ble for financial stability and growth in the Sub Region. 

Transparency nne! accOuntability are ensured When directors are appointed 

throug h du e proce ' S, which prom otes Sound Corporate governance. Local 

in ves tors are also needed to enforce corporate governance by express ing their 

own v iews and exerc ising their voting rights. The size ora board should not bc 

::> larne becau se of the cost assoc iated with it. The caveat should be co mpetence 

and c fii cienc:. 

I . Ind epend ent directors should be g iven the needed support by the 

exec lltive directors in order to discharge their duties profess iona ll y . 

All necessary inforillation should be disclosed to them. They should 

2. 

no t be co mprom ised. 

. . [I ·' to protect their Shareholders wi th Inrge shareholellngs al e a) e 

' . .' " . Ie Co llect ively. they are able sharcho ldings through the 111 0nltolln" 10 . 

ers of the to Ill onito r the 111 a nag - banks so that best dec isions and 

. 'f Ie balll 's should co llapse. they are d T ' th I S it 1 , , policies are illlplante. IU . 

.. ' ftheir investment so they always . fi t propol !Jon 0 . to lose si<> nl Ican go IIlg " 

.' nht dec isions are taken make Sllre that the II" 

I is abysmal. \Vhen this current stue y 
-, Managerial ownership ill oJ. 

. . a b'lllk the)' are very I II Il " S In, ( . . I share 10 e I '" . I ve Sll bsta nua . 
managel s la k d the reverse IS tru e. 

, . 1 the decisions that they ta ' C an . 

circllmspect \\Itl t it will have negative 
. f' II)' inadequa e. . Idin!!. IS woe u 

Since their shal ell 0 - dy depicts 

I Cll rrent stu . fitability as ne effect on pi 0 
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4 . With r 's " 
" pect to Compliance oft h . l . 

e 1ank s. kceplng a large board \\ ill be 

beneticial to the banks TI . . 
. ley See to It thal all codes. rulcs. stanchll-d 

practice estab li shed b , I _ . 
) t 1e I egulators are ad hered io 

5. T he regulators too should 
f)'om time to time modify and upda te the 

Co rp orate "ovenn 
'" c nce to meet the current trend of business. T hey 

should engage the bank . '. ' . , 
Si n 10lmulatll1g and drafting these coelcs so 

that thc views oft l" b' I' . e eln ,s are taken Into considera ti on 

Co ntribution to Knowlcdoc 
b 

Sub-Saharan f\ (i'ica wa s exa mined w ith respect to corporate 

governan ce. l'egu latOl'Y compliance, and perforillanc e. T he results 01' lindi ngs 

contribute to the study in quite a nUlllber o f way s. To beg in with, the stu dy had 

to go by th e rules o f corporate governance as set fort h by the Orga nisation for 

Economic Co-operation and Deve lopment (OECD). f n addit ion to being a 

public po licy ill strlllll cnt. the Principles of Corporate Governance are intend ed 

to he lp go vernm ent s and regulators assess and illlprove their lega l. regulatory. 

and instituti onal fi'alll ework for corporate governance. 

Corporate govern ance regulat ions based on thi s standa l-d are considered 

to be be nchmark s internationally. Cou ntri es ha ve developed th eir own codes 

based on OEC D guidelines. T he study eva luated th e annual report of th e va ri ous 

b I _ l t · te 'Ilational l)I'actices in order get a bcnchmark that w i II banks asec on )es III I cc c 

. I fon for all the country under stu dy. Sccondly. the 
serve as a COlllmon I egu a I c 

. t' var iable type of banks (domestic or foreign) to 
study introdu ced an Interac Ing c' . 

. . I ' Sllip with both performance and regulatory to ascertain 
establi sh It s re allon 

. ' . ''J(:CI. The study has contributed to knowledge that 
w hether th ere IS III tel action el 
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tv . f' b - pc 0 ank ha s 'In ' 
( Interacti on ef'r lect on 

governall ce alld I)erf,o ' 
I III a 11 ce (ROA), 

the rei at' I ' . c lonS11p between corporate 

It is relll arkable to n 
Ote that all almost II 'I ' 

, 'I' a Ill:: Independent va riabl cs used 
In t li S stud y had til e 

sa llle rest It ' I I Wit 1 return ' on asset, net Interest income and 
return 0 11 eq uity, With tl ' ' 

le exception of b ' I I' OMe e Iversity that both ROA and N IM 

IKld dilTerent re sult whicl " 
lale Inconc lusive II I ,a tle results were the sa me far both 

ROA anci NIM, Thi s to ' SOllle exte t ' , n gives Some va lida ti on to Ihe resl:a rc:h 

Ii nd i Ilgs. 

Finallv re" ressio l1 ' I 
- ' <> I esu ts are l10rmally presented in a table f'orill at whi ch 

makes hard for interpretinfJ effect f' " , 
<> 0 Intelactl on, With th e help of Illargi ns and 

Illar!.!in s pl ot one is ab l ' I I ' I ' - ' • e co IllU tiP e cO lllpan son of result with interacti on. It 

a lso vi suali zes the result in a silllple Illanner, 

Co nclusions of the S( lid)' 

With respcct to corporate govel'llance, thi s stud y founci that bank 

perlo rmance relating to return on assets depends on the size, independcnce, 

diversit), and ownership of boards of direc tors, The net interest incollle 

performance o f banks is also affected by th eir board size, their independence, 

th eir audit co III Jl1i tt ee, their diversity and their Illanagerial. instituti onal and 

concent rati on ownership, Almost all the corporate governance variabl es used 

lI 'ith RO!\ , N IM and ROE as pcrfor illance indicators were predil:tors or 

signi fican!. 

[t is inst ructive to conclude that banks should be circuillspect with sizc 

f
' b [fd', t 'S of iii' illS or banks, Though it a predictor ofperforillance. it 

o oa re 0 lI eCOI 

, , I I [-I '1" larue board size reduces perf'ormances becau se of 
IS Inverse ly re arec , aVII" c " 

, [ 'I tl e pa)IJllcnt (If remuneration and other allowances of 
the cost assoctatee Wit 1 1 c 
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these board members T . . 
. 0 I everse thi s trel d . . . . 

1 . tI IS Imperative that banks maintain 

sma ll number ofboarcl '-
< Size to protect tl . . le sca lce resources of shareholders. fo 

dea l with thi s issue substanti ve l l hi ol .' ' . 
). " lly skIlled profeSSional wtlh "ood track 

" 
record shou Id be brOUl!lll on bo') . I . . 

- < IC to steel the affairs of the banks. It is not just 

abou t numbers in terllls of ua ' " q ( nltty . but It about the quality of the work that will 

be executed those Illatters The "e I' . " w ones tlat Will be hired should be we ll 

tll otivated so that the\' wi ll di schar"e tlle 'lr I t' ~ 'II - ( <: C U les pro,ess lona y. 

Re l)resentat ion or WO lllell 0 b ' 1 ' 11 .. . . n oa l C s Stl remains Inconclusive. 1 hough 

it 's a pred ictor o f ROA, NI M and ROE, it has a positive rel ati onship with ROA 

and a negCllive relati onship with NIM and ROE. Large nUlllber of wo men on 

boa rd s inIluence performance with ROA. They contribute in th eir own small 

wa y to enhance profitability. Arguing r'j'om that perspective. one can conclude 

that ba nks should endeavour to increase the number of women on their boa rd . 

The reverse is tru e when boa rd which constitute the women representa ti on is 

measured with NI M and RO E. Large number of'women reduces the profitability 

o f'bank s. Banks should rather maintain a small number of wo men on the boards 

in order to enhance profi tab ilit y. 

Shareholders who have more than 5% or shares of' the total 

I I II
' fballks (ownershil) concentrati on) have positi ve and signillcnnt 

s lare loc ln gso ( 

B k are therefore encouraged to ha ve more 
errect on performance. . an 'S 

other to increasl;! profitability. Collect ively. 
shareholders in thnt category In 

. . the activities of the boa rd of' directors so 
these shareholders are able to monltol 

'e adhered to Ownership structllre was 
. I k and balances al , . 

that app roprtate c lec s, ( 

. . fi ant with ROE, however not slgnl IC, 
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Audit cOl11l1lince membel's 
also pred' t . IC perlormance of banks. It should . 

however. correlat-es . I 
' - WI t 1 a small numbe ' L . I. urge audit committee is a 

disincentive to the banI ' Q . 'so ualifiedand r . ( prOlesSlonal ones should be appointed 

to ass ist in the internal aucl"t f I '( I 0 tle bank s. 

In term s of reO ulator I co \" 
:;, ) mp lance, it can be concluded that large boa rd 

size will enhance compliance Th · b . ,. . . . e oald \I ill use their large size to monitor the 

activities o f the banks to en . . stil e that all regulations in terms of compliance 

establi shed by the renulato' . II ;:, ( I ale ac lered to. Large audit committee facilitate 

regulatory cOlllp li ance. They make sure all accollnting standard s and b\.!st 

int ernati onal pl'ac tices are conformed to and thi s has a pos itive impact on 

regul atory compliance. 

With the help of margi ns plot which was used for the purposes of 

moderati on. it was concluded that domesti c and foreign banks signilicantly 

moderate significan tl y with return on asset. vVith the exceptio n of institutional 

ownership. it did not significantly moderate the relationship between corporate 

go ve rnance and regulatory compliance. 

Suggestions for further research 

The lo ll owing suggesti ons may be benelicial for f'uture resea rch on 

. .. ulalOr)' compliance and performance of banks in Sub 
corporate govelnance. leg , 

. . fi .. search or study should consider a mixed method 
Saharan Afnca. First, ulLlle Ie , 

. . " to the quantitative result. In fact , future 
approach in order to give meanl n;:, 

I
· t·s of the company as well as the regulators 

research should involve the (Irec 01 

b
. I r view and perspective to the study. 

as well. That will lead 10 a loac e 

146 

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

Digitized by Sam Jonah Library



Chapter SUlllmary 

This chapter focused on the summary. conclusion and recommendation 

for practice. policy and future research as well as contribution to theory. The 

key Ii ndings of the study were discussed in thi s chapter. Some implicati ons of' 

the stud y fo r theory and research were also provided in this chapter. Finally. the 

chapter outlined the limitati ons of the research. On the basis of the limitati ons 

and some criti ca l outcome of' the st udy. a number of suggesti ons were;: made for 

th t: purposes of future inquiry wherc oth er r(;search ca n locus on. 
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APPENDICES 
I. OECD C h ec kli st o n co rporate go' ' e rnan ce g uid e lin es and prin c ipl es 

ITEMS 

THE RIGHT OF SHAREHOLDERS 

I. participate and vote in during general share 
2. Sufficient and timely information concerni 

and tim<t1y information regard ing the i ss ue~ 

3. Shareholders should be able to vote in pe rs 
4. Shareholders should have hi s or her share i 
5. There should be opportuni ty provided for ~ 

ag,enda at !1,eneral mee tings, subi ect to reas 

ITEMS 

lOlder Illeet i ngs 
19 the date, locat ion and agenda of ge nera l meetings. as well as rull 
to be decided at the meeting shoul d be furnished to the share ho lder 

on o r in absenti a 
1 the profits of the corporation . 
1archolde rs to ask questions o f the board and to place items on the 

onable I imitati ons 
OLDERS TI-IE EQU ITABLE TREATMENT OF SHAREHO 

6 . Abusive se lf-dealing and insider trading SI 

7. Board members and managers should be I 

8. Opportunity should be gi ve n to a ll sha reb< 
9 . Shareholders of the same class should be 
10. Procedures and processes for ge neral skI! 

shareholders 

ould be forbidden 
equired to di ;closc any mate ri a l interests in transacti ons. 
Ide rs to obtain effec ti ve redress for violation o f the ir rights 
reated equall)· 

choleicI' meetings sho ul d permit for equitable treatmcnt orall 

ATE GOVERNANCE THE ROLE OF STAKEHOLDERS IN CORPORI 
I I. The corporate gove rnance mechanism sho uJcI assure that the ri ghts or slak eholders nrc protcc ted by law are 

respectt!d 
12. Wh<!rc stakeholder interests are protcc tcd by law. stnkeho lders shoul d ha\'e th~ opportunity to oblain e lT~cl i ve 

ft!drt!ss lor vio lati on of the ir rights. 
13. Tht! corporate governance framework sho ul e! all ow pt!rlonnance-enhancing mcc lwni sms lor participation o r 

stakeholder 
14. When: stakeholders partic ip:llc in the coq ora te governance process. they should have access to rekv:lIlt 

information 

185 

TOTA L 
NUMER OF 

D ISCLOSED 
ITEM 

ITEMS I COMP LIANCE 
DISC LOSED % 
GY GANK 
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2. DESCR IPTI VE STATISTICS 
DClI~: 01/2 1122 Time: 12:00 

Sample: 20 11 2020 

ROA N1M ROE RC BS BI AC BD MO 10 OC LV FS 

Mean 0.036752 0 .060650 0.168723 0.899561 10.72 19:' 0.700575 4.400000 0.214579 0.030:'72 0.749S09 0.627405 0.736932 396.29:)8 

Median 0.027350 0.061800 0 .1 55250 0 .9 12300 10.00000 0.727200 4.000000 0.2 10500 0.002 100 0.772300 0.678200 0 .834900 16 .32300 

Maximum 0.328900 0 .4 18800 0.988900 0.985600 19.00000 0.923100 7.000000 0.923 100 0.327600 0.999000 0.978000 0.994700 155774.0 

Minimum -0.065600 0 .000000 0.000200 0.433200 5.000000 0.033300 2.000000 0.000000 0.000000 0.318300 0.000000 0.00 1200 10.03740 

Std. D~v . 0.043679 0.040086 0.13724 1 0.062499 2.804250 0 .1 39249 1.1 72630 0. 138555 0.06 1220 0. 165059 0 .234 109 0.26893 I 7692.320 

Skewness 3.334797 2.56286 1 2.096345 - 1.773158 0.953528 -1 .300365 0.386954 1.280507 2.402472 -0.756342 -0 .794408 -2 .04622 / 20 .1 7430 

Kurtosis 16.64298 2 1.57857 11.58963 10.5348 1 3.739368 5.484873 2./230/0 7.44385/ 8. /86068 2.985/40 2.953961 5.5927 10 408.0023 

Jarque-Bcra 3939.663 6345.371 1560.740 /1 84.723 7/.46865 221.0309 23.37080 449.'1044 853 .8726 39.094 /0 43. 16023 400.9497 2829937. 

Probability 0 .000000 0.000000 0.000000 0.000000 0.000000 0.000000 0.000008 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000 

Sum 15.06836 24.86635 69 .1 7660 368 .8200 4396.000 287.2357 1804.000 87.97730 12.53466 307.42 18 257.2362 302./42 1 162482.5 

Sum Sq. Dev. 0 .780328 0.6572 14 7.703547 1.597597 32 16.302 7.930674 562.4000 7.85 /793 1.53 2878 //.1 4293 22.4/608 29.58053 2.42E+ /O 

Observat ions 4 10 410 410 4 10 4 10 4 /0 4 /0 4 /0 4 /0 4 /0 4 10 4/0 4 /0 
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3. REGRESSION WITH ROA AS " 
Dependent Variabl e: ROA DEPENDENT VARIABLE 

i\/lethod: Panel Gen . I' el a IZe cl Method of 1vl 
_I" . r . Ol11elllS 

lanSlorlllatlOn: First D't",' . I el cnces 

Date: 12/09121 Time: 07:49 

Sampl e (a dju sted): 2013 2020 

Periods inclu ded: 8 

Cross-secti ons included : 41 

Tota l pa nel (ba lanced) observati ons: 328 

Whi te pcri od instrument weighting matrix 

White period standard errors & cova ri Cl nce (el. f. corrected) 

I nstruill ent speci fi ca ti on: @DYN (ROA ,-2) BS( -I ) Bl( -1) AC( -I ) BD (-I) MO(-

1 ) 

10( -1 ) 0C( -1) LV(-I) FS (-I ) 

VCl ri ablc Coeffic ient Std. Error 

ROA(-I ) -0 .112609 0.012341 

BS -0.008379 0.001595 

Bl -0.05 0903 0.013031 

AC -0 .008003 0.00 I 033 

BD 0.022319 0.005279 

MO -0.182478 0.068396 

10 -0 .000263 0.000396 

OC 0.335654 0.037718 

LV _0.110274 0.003210 

FS 2.33 E-07 2.89E-07 

Effects 

Speci fieation 

Cross-section fixed (first differences) 
S.D. 

depenclent 
dependent 

Mean 
_0 .001456var 

val' 

189 

t-Smtisti c 

-9.125089 

-5.252804 

-3.906343 

-7.744636 

4.227865 

-2.667972 

-0 .665255 

8.898980 

-34.35177 

0.806145 

Prob. 

0.0000 

0.0000 

0.000 1 

0.0000 

0.0000 

0.0080 

0.5064 

0.0000 

0.0000 

0.4208 

0.056618 
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S.E. ofregresS ion 

.I-stat isti c 

Prob(J -stati stic) 

SlIl11 

squared 

0.057170resiC\ 

I nslrlll11e 

29.20598nt rank 

0.558507 

f\rellano-Bond Serial C .. I . , oll eat lonTest 

Equ ati on: Uillil led 

Date: 12109121 Time: 08:06 

Sampl e: 20 I I 2020 

I ncludecl observat ions: 328 

Test order 

AR( I) 

AR(2) 

m-Stati slic rho 

-0.607144 -0 .343191 

-1 .758837 -0 .116529 

SE(rho) 

0.565254 

0.066254 

1.039365 

4 1 

Prob. 

0.5438 

0.0786 

4. REGRESS ION WITH NIM AS DEPENDENT VARIABLE 

Depencient Variab le: NIM 

Meth od: Panel Generalizeci Method 01" Moments 

T ransformation : rirst Differences 

Date: 12/05 /2 1 Time: 15:49 

Sample (adju sted): 20132020 

Periods included: 8 

Cross-sections included: 4 1 

Tota I pa nel (ba lanced) observations: 328 

White period instrument weighting matrix 
. I I 'd errors & covariance (eLf. corrected) 

White penoe stane aI 

. '. 0'DYN(NIM.-2) 13S(-I) 131(-1) AC(-I) 130(-1) MO(-
Instrument specdicatJon. \0 

I) 

190 
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10( -1 ) OC(- I) LV(- I) FS( -I ) 

Va ri ab le 
Coeffic ient Std . Error t-Sta ti stic 

N liVl(- I) 
-0.0 18662 0.006 157 -3.03 1048 

BS -0.002635 0.000739 -3.564633 
8 1 -0. 14073 1 0.007086 -1 9.86043 

AC -0.007633 0.00 1325 -5.762 140 
BD -0.0354 13 0.012 139 -2.9 17196 
MO -0.00 I 094 0.060587 -0 .0 18064 
10 -0.000445 0.000 149 -2.992892 

OC 0. 1483 13 0.0 15966 9.289296 
LV 0.042336 0.004074 10.3907 1 

FS 4.38E-07 3.00E-07 1.460039 

Effects Speci flcation 

Cross-sect ion fixed (fi rst d i rfe rences) 

Mea n 

de pendent 

va l' 

S.E. of 

regress ion 

.I -sta tist ic 

Prob(.f-

sta t i sti c) 

-0.002646 S.D. depend ent va l' 

0.046893 SUIll sC]u ared res id 

27.30722 Instruill ent ra nk 

0.656657 

19 1 

Pl'Ob. 

0.0026 

0.0004 

0.0000 

0.0000 

0.0038 

0.9856 

0.0030 

0.0000 

0.0000 

0. 1453 

0.046606 

0.699273 

41 

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

Digitized by Sam Jonah Library



Arell ano-B ond S··· _ . ' el lal Correlation Test 
EquatIOn: Untitled 

Date: 12/0511 I r - Illle: 16:07 

Sample: 20 I I 2020 

I neluded observati ons: 328 

Test ord er Ill-Stati stic rho SE(rho) Prob. 

AR( I) -8.467680 -0 .314004 0.037083 0.0000 

AR(2) -0.35761 2 -0 .02790 I 0.078020 0.7206 

- E AS DEPENDENT VARIA8LE 5. REGRESSION WITII RO -

Depende nt Var iable: ROE 

iVlethod: Pant:! Generali zed tVlethod of Moments 

T ransformati on: First Differences 

Date: 12/29 /2 1 Time: 03 :0 I 

Sampl e (a dju sted): 20132020 

Periods included: 8 

Cross-sections included: 41 

Tota I pa nel (ba lanced) observations: 328 

White peri od instrument we ighting matri x 

White peri od standard errors & covariance (el.L corrected) 

Instrument specification: @DYN(ROE.-2) 8S(- I) 81(-1) AC(-I) 80(-1) MO(-

I) 

10(- 1) OC(- I) LV(-I) FS(-I) 

Variable 
Coefticient Std . Error t-Statistic Prob. 

ROE(-I) 
0.398512 0.022476 17.7303 I 0.0000 

BS 
0.013784 0.005028 2.74 I 335 0.0065 

131 
_0.202430 0.0445 I 9 _4 .547060 0.0000 

AC 
_0.052073 0.009846 _5 .288959 0.0000 

BD 
_0.195895 

0.041540 _4.715788 0.0000 

MO 
_0.575198 

0.246214 _2 .336175 0.0201 

_0 .002293 0.002646 _0.866605 0.3868 

10 -OJ 11503 
0.163556 _1 .904569 0.0577 

OC 0.039673 
0.036464 1.088009 0.2774 

LV 2.63E-07 
3.39E-06 0.077670 0.9381 

FS 
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Effects Specificntion 

Cross-seeti o · II · . 
11 Ixed (first cl·rr . I ,elences) 

Mea n depende nt va l' 

S. E. 0 f regress ion 

J-stati tic 

-0.011761 S D . . depend ent val' 0.129426 

Pro b(J-sta t i st ic) 

0.172966 Slim sqllnred resid 

29 .76000 In strument rank 

0.529715 

Arell ano-l3ond Se rial Correlntion Test 

Equati on: Untitled 

Date: 12/29/21 Time: 03:02 

Sa l11pl e: 20 I I 2020 

Incilid ed observat ions: 328 

Test ord er m-Sta ti stic rho 

AR(I) 

AR(2) 

-1 .977775 -4.471098 

0.320873 0.362165 

9.5 1363 1 

4 1 

SE( rho) Prob. 

2.260671 0.0480 

1.128687 0.7483 

6. REGR ESS ION WITH RC AS DEPENDENT VARIABLE 

Dependent Variable: RC 

Method: Panel Generalized Method of Moments 

Transformation: First Differences 

Date: 12/09/2 1 Time: 07 :32 

Sa mpl e (a djll sted): 20 132020 

Periods included: 8 

Cross-sections included: 41 

Tota l panel (balanced) observations: 328 

White period instrulllent weighting matrix 
. I_ 'd errors & covariance (el.f. corrected) 

White penocl stanc ell 
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Instrul1lcnt speci lica tioll" @IDYN(RC . 
. I .-2)BS(-I)BI(-I)AC(_I)BD(_ I)MO(-I) 

10(-1) OCC-I) LV(-I) FS(-I) 

Variable 
Coefficient Std. Error t-Statistic 

RCC-I) 0.263248 0.040752 6.459686 
I3S 0.006711 0.003308 2.029127 
131 -0.061326 0.02440 I -2.513227 
AC 0.0 12760 0.003423 3.727897 
BD -0.069098 0.024135 -2.862986 
MO -0.383622 0.148984 -2.574926 
10 0.000268 0.000593 0.450952 
OC -0 .025833 0.122311 -0.21 1209 
LV 0.004475 0.026058 0.171730 
FS -2.IOE-06 2.03E-06 -1.034496 

Hfects Spec ification 

Cross-section fixed (first differences) 

Mea n dependent val' -0.005136 S.D. depend ent V(1r 

S.E. of regress ion 0.074277 SUI11 sCJuared res id 

.I-stat isti c 33.45743 Instrul11 en t rank 

Prob(J -sta ti stic) 0.348838 

S .' I Correl(1tion Test Arellano-Bond ella 

Equation: Untitled 

Date: 12/09/2 1 Time: 07:34 

Sample: 20 II 2020 

. s' 3?8 Included observation . -

m-

Test order St(1ti stic rho SE(rho) 

Prob. 

0.0000 

0.0433 

0.0125 

0.0002 

0.0045 

0.0105 

0.6523 

0.8329 

0.8638 

0.3017 

0.062680 

1.754407 

41 

Prob. 

I -0683 _0.73018 -0. ) 
9 4.845864 0.8802 

AR( I) 

194 

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

Digitized by Sam Jonah Library



AR(2) 
0.0009/ 2 00 - . 01028 1.114917 0.999] 

marg in. Bt(bs (6(/) 
) - 20)) over(bank t , ) 

mcomparc(b f,. -) pe pwcolllpare (group) 
, On erronl) (MODERATION. RO A) 

----------------------. ---------- ----------

B on ferron i Delta-method 

Margin Std. Err. Groups 
---------------+ ------

------------------ ------
_ i1 t#bank_type I 

I # I . domesti c I -.0825007 .00784 15 

I #2. foreign I -.0716584 .0087644 

2# I. domesti c I -.0903182 .0083429 

2#2. foreign I -.0794759 .0091823 

3# I . domesti c I -.098 1357 .0088881 

3#2. foreign I -.08 72934 .0096485 

4# I. domesti c I -. I 059532 .0094695 

4#2. i'oreign 1 -.095111 .0 I 0 1564 

5# I. domestic I -.1 137707 .0 I 00809 

5#2. foreign 1-.1029285 .0106999 

6# I. domesti c I -.1215882 .0 I 0717 

6#2. i'oreign 1 -.1107-l6 .011274 

7# I. domestic I -. 129-1057 .0113738 

7#2. fo reign I -. 1 185635 .0118742 

8# 1. domestic 1 -. 1372232 .0120479 

8#2. fo rei gn I -.126381 .01 24968 

-- ---_ .. -_ .... -- -------- -_ .. -------------------------

Note: l'vl argin s sharing a letter in the group label are 
. -

not sign i ficantl y di rferent at the 5% level. 

I. NIM (BS) (MODERATION) 

----------------------- -------------

De Ita -method Bon ferroni 

Maruin Std. Err. G rOllps 

.... -------------- --
-----------" ----------------
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_at#bank_type I 

1# 1. dOl11estic I -.0750522 .0133707 

1#2. foreign I -.0672958 .0164849 

2# I. domesti c I -.0767724 .0131248 

2# 2. foreign I -.069016 .0162506 

3# I. domesti c I -.0784926 .0129103 

3#2 . forei gn I -.0707362 .016042 

4# I. domestic I -.0802128 .0 127288 

4#2 . foreign I -.0724564 .0 1586 

5# I. domestic I -.08 1933 .0125817 

5#2. foreig n I -.0741766 .0157055 

6# I. domesti c I -.0836532 .0124703 

6#2. foreign I -.0758%8 .0 155794 

7# I. domestic I -.0853734 .0123954 

7#2. foreign I -.0776 17 .0154823 

8# I. do mestic I -.0870936 .0123579 

8#2.i'oreign I -.0793372 .0154 149 

A 

A 

J\ 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

~:t-~~-~~-I~~~~l-: -S-I~ ~~~~:~-~-~~~~ ~~'-;~l-~~::-~~~~ ~I~) label are not signi (i ea n!l y di fferenl 

at the 5% leve l. 

\ 

7. ROE (8S) (MODERATION) 

De I ta -method 

Margin Std. Err. 

Bonferroni 

Groups 

---------------+ -------

I # I. domestic I 
IJKLMNO .0200833 .0467129 A 

. I 0179543 I #7 forelon . 
.0575865 ABCDEFGH 

_ . 0 _ 0474388 . I 07886)2 . 
2# I. domestic . - -87069 

.0267361 .0)-2#2 . foreign I 
.037647 .0482587 

3# I . domestic I 7 
--179 058906 .03) ) . 

3#7. foreign I 049168 
- . 0464288 

4# I . domestic I . 196 

B 

C 

J 

D 
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4#2" . . lorelgn I 0 
- N . 4~2998 -
),.,. I. domest' .0)96832 IC I 0 --_ . . »2106 -
) #2.loreign I _ .0)01619 
. .0)30816-

0# I. domestic I .060)335 
, .0639924 -

6#2. (o reio I .0)12354 
~n .06186~ 

7# I. domestic I .)4 .0614544 
'. .0727743 .05? -

7#2. I'ore lon I -383) 
~ .0706452 .06? 

8# I. domest" _4428 
IC I .08 15561 

8#? r . - . lorelon I 079 ~ . 427 

.0536017 

.0634957 

K 

E 

L 

F 

M 

G 

N 

H 

o 

Note: lVIa r
o

in s 51 .' ----------------------------
'" lalln" a It · . ~, e ter In tl 

mille 5% leve l le group label are not sio 'r: . . ",nllicant ly dlffcrelll 

2. . Illargill. at(bi=(O(O.I) I)) . ovel (bank type) .' . 
Ill comparc(b r' - p\\COlllpalC (oroup) 

, on en'on l) (MODERATION) " 

4. --------

5. Delta-Illethod 

6. Margin Sid. Err. 

Bonferroni 

G rou ps 

7. ---------- ' ---- - - I --- --- - - - -- - - -- ---- -- - -- -- - -- -- --- --- ---

8. 

9. 

_at#bank_type I 

I il l . domestic I -.0683383 .0080034 

10. I #2. foreign I -.046857 .008191 1 

MO 

I I. 2# I . domest ic I -.0734522 .0081444 K N 

12. 2#2. foreign I -.0519708 .0083107 

13 . 3# I. domestic I -.0785661 .0083032 I L 

14. 3#2. foreign I -.0570847 .0084485 

15. 4# I. domestic I -.08368 .0084789 
G .I 

16. 4#2. foreign I -.0621986 .0086037 0 

17. 5# I. domestic I _.0887939 .0086705 E H 

18. 5#2. foreign I _.0673125 .0087754 N 

19. 6# I. domestic I _.0939078 .0088769 D F 

20. 6#2 . foreign I _.0724264 .0089625 L 

21. 7# I. domestic I _.0990217 .0090972 Be 
197 
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22. 7#7 f . -. orelgn I -0 -
23. 8# . 77)403 0 

I. domestic . 091642 
24. 8#7 . 1 -.104 1356 0 _. forel

o 
I . 093302 A 

7 _ , ",n -.0826-4 
-). 9# I. domestic I :> 2 .0093796 
26 . 9#7 . -.1092495 009 

- . foreign I _ 0 . 5752 
27. 10# I. ciome' . 87768 1 .0096076 

SliC 1 - 11 436 

J 1\1 

H K 

F 1 

28. 10#2 [' . . . 34 .00983 12 
. olelgn I - 097 

29.1 1# 1 d . . -882 .0098474 C G 
. omestl c I - 1194 

30. 11 #7 ro o . . 773 .0 100974 
- . II lelOn I 0 

3 I. _____________ '" -. 979959 .0 I 00982 AB DE 
-------

N 
----------------

lote ' M . ----------. arU lll s I . --
'" S lanno '1 ICll . d' ' r. "" er 111 the "1"0 I I Illcrent al lile 5% level. " up a )el are Ilot signi fieantl y 

ROA (BI) 

margin. at(bi=(O(O.I) I)) 

mco m pare(bon ferroni) 

Della-method BOIlf"erroni 

iVlargin Std . Erl·. G rou ps 

---- -+ ----------- ------- ------------- ---------

_al#bank_type I 
I # I . domesl ic I -.0683383 .0080034 

I #2. foreign I -.046857 .008191 1 

MO 

2# I . domest ic I -.0734522 .008 1444 K N 

2# 2. fore ign I -.05 19708 .0083107 

3# J. domestic I - 078566 1 .0083032 

3#2. foreign I -.0570847 .0084485 

I L 

4# I. domestic I -.08368 .0084789 G J 

4#2. foreign I _.0621986 .0086037 0 

5# I . domestic I _.0887939 .0086705 E H 

5#2. foreign I _.0673 125 .0087754 N 

6# I . domestic I _.0939078 .0088769 D F 

6#2. foreign I _.0724264 .0089625 L 

7 # I . domesl ic I _.0990217 .0090972 BC 
198 

pwcoillpa re (gro up) 

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

Digitized by Sam Jonah Library



7#2. foreign I -.0775403 .009 1642 

8# I. dOlllestic I -.10-11356 .0093302 A 

8#2. foreign I -.0826542 .0093 796 

9# I. dOlllesti c I -.1092495 .0095752 

9#2. foreign I -.087768 1 .0096076 

10# I . dOlllesti I -.1 143634 .00983 12 

J Ivl 

H K 

F I 

10#2. foreign I -.092882 .0098474 C G 

I I # I. do mesti c I -.1 194773 .0 I 00974 

I I #2. foreign I -.0979959 .0 I 00982 AB DE 

----------- ---------------------------------- ------------

Note: Margins sharing a let1er in the group label are not 

siQllificnlltl y difTercnt at th e 5% level. 

N IM (8 1) Illargin. at(1110=(0(0.1) 1» over(bank_type ) pwco lllpare (group) 

mCO lll pare(bon fer roni ) 

----------------------------------- --------------------------

Delta- Illeth od Bon fe rron i 

i\llarg in Std. Err . Groups 

-- ---- --- ------ -+ -------- --- -------------------- ---------------

Ht #ba nk_type I 
I # I. domestic I .0006353 .01 05012 

· 0 1?-006 0136 13 I #2. foreign I . _J . 

2# I. domestic I -.0 I 08697 .0 I 080 18 

99-6 0\39512 2#2. foreig n I .000 J . 

· 0?73747 .01 I I I 14 3# I. domestic I _. --
0-094 0142948 " '/2 foreiQn I -.0 I J . 

J r. . - . "38797 .011 4294 
4# 1 do mesti c I -.OJ 

. _.0220 144 .0 146434 
4#2 . foreig n I 

· _ 0453848 .0 11755 
5# I. domestic I . 49966 

· 0335194 .01 
5#2. fore ign I -. 0 I ?0876 

· _ 0568898 . -
6# 1. domesti c I . 15354 1 

· 0450244 .0 
6#2. foreign I -. 0!?4?67 

· . _ 0683948 . --
7# I. domestic I . 0157157 

I _.0565294 . 9 
7#2. foreign 19 

TU 

U 

RS 

S 

PQ 

QT 

NO 

o R 

LM 

M P 

JK 

K N 

HI 

I L 
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8i1 1. domestic I 0 
8#2 f. -. 798998 .0 12771 8 

. ore lgn I -.0680344 FG 
9# I I .01608 1 

. COl11estic I -.0914 G J 
9#2 r . . 048 .013122~ DE 

.Iolelgn I -079- J 
, . )394 016449 

10# I . domes!" I . 7 E H 
IC -.1029098 

10#? ~ . . .0134779 Be 
-. 0 1 elgn I -.09 I 044 

I I f! I 4 .0168218 C 
, . domestic I I 14 F 

II #? fl. -. 4 148 .0138382 A 
- . orelgn I -.10)5494 

______ ______ _ - .017 1969 AB D 

N ote· M · 0· ------------------ - ------ ---

. al ",Ins sharing a lette· · I ~ I In t 1C "ro I b 
signifi cant l

l 
I.m . '" lip a el are not 

) C I el ent at th e 5% level. 

ROE (131 ) margin. at(mo=(O(O. I ) I )) over(bank t ' )e ) 

mcompare(bonferroni ) _) 1 

I Delta-method Bon fen·oni 

Margi n Std . Err . Grollps 

- ----------------r ----- - -

_at#bank_typc I 

I # I. domesti c I .0489654 .04 15664 

I #2. foreign I .035976 .0506703 

2# I . domesti c I .0483037 .0425299 

2#2. foreign I .0353 143 .05 16996 

3# I. domesti c I .047642 .0435276 

3#2. foreign I .0346526 .0527547 

4# I . domestic I .0469802 .0445572 

4#2. foreign I .0339909 .053834 

5# I . domestic I .0463185 .0456 I 66 

5#2. foreign I .0333291 .054936 

6# I . domestic I .0456568 .0467036 

6#2. foreign I .0326674 .0560595 

7# I. domest ic I .044995 1 .0478165 

7#2. foreign I .0320057 .057203 1 

8# I. domestic I .0443334 .0489534 

8#2. foreign I .03 1344 .0583658 
200 
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A 

A 
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A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

pwcompare (group) 
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9# I. domest ic I .0436716 .050 11 27 A 

9#2. roreign I .0306822 .0595463 A 

10# I . domestic I .0430099 .05 1293 A 

10#2 . foreign I .0300205 .0607436 A 

I I # I. domestic I .0423482 .0524927 A 

I 1#2 . rore ign I .0293588 .0619568 A 

-- ------ ---- -- - ---------- ---------- ---------- -------

Note: Margins sharing a letter In the group label al e not 51", . . . .. "ni ficantl y di ffe rent 

at the 5% level. 

201 
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