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ABSTRACT
The study assessed the impact of corporate governance on performance as well
as regulatory compliance of banks in Sub-Saharan Africa. The study adopted
the quantitative method approach. The quantitative data was collected from the
annual report of the banks from 2011 to 2022. The study used the system
eeneralized method of moment two step estimator with 41 listed banks from
five Sub Sahara African countries. The results revealed that board size. board
independence. audit committee. board diversity. managerial ownership and
ownership concentration predict performance when measured with return on
assct. The study also found that board size. board independence. audit
committee,  board diversity. institutional  ownership and  ownership
concentration were predictors of performance with net interest income. All the
variables were also predictors with the exception of institutional and
concentrated managers with return on equity The study also revealed that board
size. board independence. audit committee, board diversity and managerial
ownership were predictors of regulatory compliance. With respect to the
moderating effect of tvpe of bank on the relationship between corporate
governance and performance. type ol bank signilicantly moderates the
relationship between corporate governance and return on asset. Apart [rom
institutional ownership which was significant. the moderating effect of tvpe of
bank were all insignificant on the relationship between corporate governance
and regulatory performance. The study concluded that corporate governance
predict performance as well as regulatory performance. It is reccommended that.
regulators should from time to time. modify and update the corporate
governance guidelines to meet the current trend of business and best practices.
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CHAPTER ONE
INTRODUCTION

Focus of corporate governance in the banking industry specifically after
the global financial crises has been the order of the day. The collapse of the
linancial institutions coupled with the bank failures and scandals were linked to
bad corporate governance which bordered on inefficient composition of board.
issues related to transparency. ineffective structure of the organization and
unethical issues (Hallerberg & Markgraf, 2018: Martin & Herrero. 2018).

The banking history of Sub-Saharan Africa had experienced its own
share of the banking crises which can be traced to poor corporate governance
and the subsequent detachement of management from ownership have given
rise to matters ofaccountability. conflict of interest and to protect the interest of
the owners (Nwaubani & Orikara. 2019).

The establishment of corporate governance principles make investors
to be confident in corporations and also help firms to expand by attracting both
forcign and local investors. Primarily. before investors invest their capital in
companies. they are interested in corporations with strong corporate governance
structure with the assumption that it minimizes potential financial problems
(Fooladi & Farhadi, 2017).

This study secks to address these problems by analysing corporate
covernance. regulatory compliance and performance of banks in Sub Saharan

Africa and identifying the challenges for ensuring better governance standards.
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The structure of corporate is a crucial issue that affect the transparency
and accountability in the banking sector. Banks are presumed globally as the
best economic system due to its impact on the development and economic
growth. The adoption of good corporate governance practices is therefore very
significant to ensure [inancial stability and guarantee the stakeholders right
(Anasweh. 2021).

Corporate governance has no universally accepted definition. Corporate
governance as defined by (Garcia-Sanchez & Garcia-Meca. 2018) is the system
for establishing an organisation’s structure that seeks to achieve the interest off
sharcholders and the wider community at large. Castellini and Agyemang
(2012) also sought to explain corporate governance as the adoption of policy
struments in a firm that is aimed at ensuring an efTicient allocation of capital
in accomplishing the aim of its equity holders. successfully competing in the
market and maximizing the positive effect on other stakeholders. while
mitigating the negative impact on the stakcholders.

Corporate governance deals with the establishment of structures,
mechanisms and processes that see to it that the corporation is being managed
and controlled in a manner that maximizes shareholders value through
accountability of management as well as increasing the performance of banks.
There is a gradual shift against the implementation of rules that are complex
since the global financial crises. Complex rules are detrimental and less
effective (Haldane & Madouros. 2012).

Okoye. Olokoyo. Okoh. Ezeji and Uzohue (2020) opined that adequate

and good corporate governance structure align with the going concern principle

no

Digitized by Sam Jonah Library



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

ol business and are critical requirements of sustainable growth and
development.  Stakcholders  such as  government. creditors,  suppliers.
cmployees. consumers. sharcholders are content when firms are managed
profitably because their interest are considered when firms generate enough
cashflows.

Corporate governance in recent times has ensured that stakcholders'
legitimate and reasonable needs. interests and expectations are taken into
consideration in decision-making that is sustainable and inclusive. In order for
companies and their stakeholder to be protected. the regulatory bodies met out
rules and guidelines to do away with unethical practices. hence the
establishment of corporate governance systems (Dzingai & Fakoya, 2017).

Soltani (2014) stressed that the world has experienced a number of
corporate scandals and failures over the last several decades. Some of these
well-known corporate scandals are Enron, Worldeom. and Barings. Chen, Sun.
and Xu (20106) attested to the fact that corporate governance is very crucial to
every firm and that it is as important as a firms™ business plan.

A company with more than average corporate governance is transparent
in its operations and can easily communicate with investors, thus enabling it to
access the competitive financial markets on relatively favourable terms (Omoro,
Aduda. & Okiro. 20135). Managers engage in activities that produce rewards to
them rather than sharcholders because of their self-interest. Managers may
resort to the expansion of the business and neglect the payment of dividend
because some managers are fond of managing large corporations even if the
expansion of such businesses will to less profit (Ogabo, Ogar. & Nuipoko.,

2021).
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Managers excessively preoccupy their mind with increase in pay. fat

bonusses and other substantial benefits. They therefore put in measures 10
improve earnings in order to qualify them to enjoy the aforementioned benelits.
Directors who are managers of the firm are privy to inside information about
the company more than the shareholders, hence they have the capacity and the
ability to embark on inefficient investment (Fitza & Tihanyi. 2017).

Mamatzakis and Bermpei (2015) posit that the existing body of
Knowledge about banks is focused on various aspects of corporate governance
and administration. the structure of the board. compensations of executive in
banks. perks. allowances paid to the senior exccutives, how complex operations
are and how powerful the chief executive officer is. According to Olick (2015).
the Key aspects ol corporate governance and administration are the structure of
the board of directors and its committee. the processes and procedures that guide
the board. the board's independence. the auditing aspect. and the way and
manner information is disseminated and disclosed.

The code of best practices is made up of guidelines and set of
recommendations concerning corporate governance of firms which is seen as a
response to firm maladministration and inefficient governance. The codes.
generally. secks to increase transparency and accountability of directors and
enhances the protection of sharcholders (Siems & Alvarcz-Macotela. 2017).
The functions and the structure of the board with its specialized board
committees and the directors’ duties are addressed by the code. The
recommendations also take into consideration the compensation schemes. with
specific emphasis on the size of pay and its structure, incentives and bonus

programmes. functioning of the remuneration committee and disclosure.
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Corporate governance codes of best practices dictates that there should

be equal right of all stakeholders and standards of transparency are defined.
Corporate governance is seen as supplementary structure which cnhances
management accountability and minimizes the agency conflict. Bistrowa and
Lace (2012) established that the compliance is meant to augment investors’ trust
and mitigates the risk that is linked with a firm’s function.

With respect to banking in sub-Saharan Africa. it can be traced to the
pre-colonial dates where there was dominance of foreign banks during the
period of independence of African nations. This period was noted for
government intervention during the banking crises in 1980s and 1990s. This
crisis was subsequently accompanied by the period of financial liberalization
and reforms that enabled private sector involvement and entry of foreign banks
(Beek. Georgiadis & Straub. 2014: Otchere & Senbet. 2017). In addition to
surfacing of African banks by origin, the sector has also involved an important
cross-border expansion within the African continent (Mecagni, Marchettini &
Maino. 2013).

Jensen and Meckling (1976) averred that agency theory give rise 1o the
separation of ownership from management which is key in firms worldwide.
Whenever agency problem become vast. companies tend to have poor
performance. Management of firms is able to generate personal benefits that
seek to satisfy their own interests rather than the interests of shareholders. The
use of an eflective and efficient mechanism appears to be among the most
crucial means for resolving agency problems. Agency theory proposes that
managers of businesses are opportunist, which implies that they act for their

own interest at the expense of the sharcholders which can be prevented by

w
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offering good corporate governance measures otherwise it could jeopardize the

economic welfare of the shareholders (Hasan & Rahman, 2020).

Mwatata. Muhoho and Macharia (2019) proposed that a well-managed
and prolicient arrangement of corporate governance will mitigate clashes
among controlling and minority investors. As proposed by Jensen and Meckling
(1976). the principal-agent problem has prompted practitioners and researchers
to examine different methods and procedures for reducing conflict of interest
between principal and agents. A key method for dealing with the problem of
agencey is to carefully adoptand fully implement the best practices oi corporate
governance. Some researchers have tried to explain the effectiveness of
corporate governance practices and their contribution to a company's financial
performance, and mitigating different types of risk. especially the risk of
financial distress (Manzaneque. Priego & Merino. 2016: Udin, Khan & Javid.
2017: Oteng-Abayie. Alfram & Mensah. 2018).

According to the institutional theory, the quality of the explanation for
deviation from corporate governance principles is explained by the application
of the "comply or explain” principle. It is an essential aspect of establishing
corporate transparency. [t governs the application ol corporate governance best
practices. Such standards are examples of self-regulation on the part of
companies (Koladkiewicz, 2017). The comply or explain principle guarantees
company flexibility in the arca of corporate governance. where the company
can opt for the most suitable solution. This mode of flexibility is in support with
the diversity among firms so that the explanations the firms apply in the field of

corporate governance are ascertained by their needs in the area in question.
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operations should also be focused at satisfving the needs of both shareholders
and stakeholders. A company’s corporate governance statement which contains
reasons as to any deviations should be perceived as one of the major activitics
aimed at acquiring a desired level of acceptance in the company’s governance
sphere. The caliber or standard of the statement determines its level of approval
among sharcholders and investors and forms the basis for the company to
maintain its legitimacy (Koladkiewicz. 2017).

The primary benefit stemming from application of corporate governance
codes from a company’s view is the maintenance of the company’s current level
of validity (Koladkiewicz. 2017). Explanations related to non-application of
a principle or principles of corporate governance as contained in a corporate
governance statement can also be treated as a legitimacy tactic used by
companies (Scidl Sanderson & Roberts, 2013).

A company’s decision to take advantage of the “explain™ option may
potentially bring greater benefits than the “comply™ option. A basic condition
for this to be true is the right quality of the explanation provided by the
company. Full and comprehensive information is undoubtedly the key to win
the favour of shareholders with regard to actions taken by the company in the
area of organization as well as reorganization of its corporate governance
system (Luo & Salterio. 2014). The basic aim of stakeholders and shareholders
is achieved if sound governance exist in firms. This gives clarity and
justification for the stakeholder theory. I firms are poorly governed. it will yield

to worse financial performance (Ullah. Hashim. khan & Safi. 2017).
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determined by the environment and within which the banks function and not
necessarily determined by the inputs alone. Rahman and Rana (2018) opined
that corporate governance from the perspective of the banking industry focusses
on how the business and its activities are governed by the board of directors and
management. Rissy (2021) averred that corporate governance of banks in less
developed countries is of much concern for several reasons. First and foremost.
banks arc highly dominated in the financial system of less developed
cconomies. They are also highly important engines of economic growth.
Secondly. in Africa. the financial market is not well developed. Most companies
rely on banks for sources of finance in most developing economies.

Furthermore. banks in developing countries serve as the depository for
the savings ol the economy. Additionally. many less developed countries have
loosened restrictions in their banking system through privatization and
minimizing the role of economic regulations. Eventually. management of
banking institutions in developing economies have liberalized their banking
svstem in terms of how they run their banks. In effect. managers of banks in
these various economies have obtained much freedom on how they run their

banks (Rahman & Rana. 2018).

Statement of the Problem

Directors as well as managers of other people’s investment can never
take account of money with the same caution as they would with their own
investment (Zamry & Syafinaz, 2019). Due to the impact of corporate
governance in enhancing the performance of companies. market and the

economy at large. weak governance system has been made reference to as one
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cconomic performance in developing countries. Poor economic performance in
quite a number of developing countries with specific emphasis on Sub Saharan
Alrica is linked to poor governance as argued by World Bank.

As a result of mismanagement which have been experienced in the
banking sector specifically between the period of 1980s and 1990s. there was
the need to adopt the corporate governance codes for the banking sector in Sub
Saharan Africa. The maladministration was as a result of managerial and
technical incompetence of management of the company as well as unethical
practices which happen to be the major concerns that corporate governance
codes scek to address (Abdulai. Ogunsanwo, Adeleke. & Olowo. 2020). This
assertion is in line with the position of Akingunola. Adekunle. and Adedipe
(2013) who sought to associate the collapse of banks in Nigeria in the 1990s to
lack of professional ethics.

Recently, some banks in Ghana encountered some liquidity and
corporate governance problems. These banks were Capital bank and UT bank.
The two banks declared insolvency following their inability to turn around their
negative capital adequacy ratio. The Bank of Ghana also nullified the licenses
of five domestic banks. These banks were uniBank Ghana Limited. Royal Bank
Limited. Sovereign Bank Limited Beige Bank Limited and Construction Bank
Limited. They had weak corporate governance and insufficient capital (Torku
& Laryea. 2021).

Banks in other Sub-Saharan Africa have also experienced their share of
collapse. In Nigeria, banks such as Societe Generale Bank Ltd. Savannah Bank

Plc. the Alpha Merchant Bank have collapsed. In Kenya. banks such as Capital
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Finance Ltd. Trust Bank. Capital Finance Ltd, Consolidated Bank of Kenya Lid

have also collapsed. The collapse of these banks was primarily attributed to
weak corporate governance practices (Taiwo. Babajide. & Isibor. 2016).

There is plethora of researchers who have evaluated the effect of
corporate governance structure on firm performance (Michelberger 2017: Chou
& Buchdabi: 2018, Haque & Arun. 2016: Lekaram 2014). The results were.
however. inconclusive. Apart from the results being inconclusive. none of them
focused on Sub Saharan African countries that formulated their corporate
governance codes from OECD principles of corporate governance which is the
mternational benchmark of corporate governance practices.

Madhani. (2013) established that corporate governance is focused on
how firms implement governance mechanisms through compliance. Adhering
to regulations in terms of regulatory compliance that are relevant and accurate
permits stakeholders to evaluate how management works. This leads to the level
of transparency conveyed by a firm (Dewayanto. Rahmawati & Suhardjanto,
2020). Bevond the corporate governance and performance of bank. the
researcher intends to establish the relationship between corporate governance
and regulatory compliance of banks. Research on corporate governance on
compliance is rare and grey. hence the study intends to address this gap by
testing whether corporate governance predicts regulatory compliance of banks
in Sub Saharan Africa.

The positive effects of foreign banks are enhanced in countries with
good corporate governance. In the same vein. countries with weak corporate
governance sufler from foreign bank asset weakness. The positive impact of

assets of foreign banks is also weakened in countries where corporate
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governance is weak (Kusi. Agbloyor. Asongu & Abor, 2021). Tunay and Yuksel
(2017) concluded that whenever there is well built country-level corporate
eovernance and strong regulations, it positively affects the foreign banks in
developing countries. With respect to performance and efficiency. it is also
established that domestic banks are less efficient and profitable than foreign
banks (Muhanguzi. 2020).

[he study intends to fill the gap in literature by employing domestic and
foreign banks as moderators to ascertain the moderating impact of foreign and
domestic banks on the effect between corporate governance and performance as

well as corporate governance and regulatory compliance.

Purpose of the Study
The study sought to ascertain the effect of corporate governance.

regulatory compliance and performance of banks in Sub Saharan Africa.

Objectives of the Study

Specifically. the study seeks to

I. examine the cffect of corporate governance on performance of banks in
Sub—Saharan Afric:

2. assess the effect of corporate governance on regulatory compliance of
banks in Sub Saharan Africa.

3. examine the moderation effect of type of bank on the relationship
between corporate governance and performance of banks in Sub Saharan

Africa.

I
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between corporate governance and regulatory compliance in Sub

Saharan Africa.

Rescarch Hypotheses

Hii: Board size has a significant effect with performance of banks in Sub
Saharan Africa.

His: Board independence has a significant relationship with performance of
banks in Sub Saharan Alrica.

Hie: There is significant effect of audit committee on performance of banks in
Sub Saharan Africa.

Hia: There is significant effect of board diversity on performance ol banks in
Sub Saharan Africa.

Hie: There is signilicant relationship between managerial ownership and
performance ol banks in Sub Saharan Alrica.

i Institutional ownership has significant effect with performance of banks in
Sub Saharan Africa.

Hie: Ownership concentration has a significant relationship with performance
of banks in Sub Saharan Africa.

H2q: Board size has a significant effect on regulatory performance of banks in
Sub Saharan Africa.

Hap: Board independence has a significant effect on regulatory compliance of
banks in Sub Saharan Alrica.

Hae: Audit committee has a significant effect on regulatory compliance of banks

in Sub Saharan Africa.
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Hag: Board diversity has a significant effect on regulatory compliance of banks
in Sub Saharan Africa.

Haer Managerial ownership has a significant effect on regulatory compliance of
banks in Sub Saharan Africa.

Hag Institutional ownership has a significant effect on regulatory compliance of
banks in Sub Saharan Africa.

Hagr Ownership concentration has a significant effect on regulatory compliance
of banks in Sub Saharan Africa.

Hsq: Type of bank significantly moderates the relationship between board size
and performance of banks in Sub Saharan Africa.

Hsp: Type of bank significantly moderates the relationship between board
independence and performance of banks in Sub Saharan Africa.

Hse: Type of bank significantly moderates the relationship between audit
committee and performance of banks in Sub Saharan Africa.

Hzg: Type of bank significantly moderates the relationship between board
diversity and performance of banks in Sub Saharan Africa.

Hse: Type of bank significantly moderates the relationship between managerial
ownership and performance of banks in Sub Saharan Africa.

Hsi: Type of bank significantly moderates the relationship between institutional

ownership and performance of banks in Sub Saharan Africa.
: Type of bank significantly moderates the relationship between ownership
concentration and performance of banks in Sub Saharan Africa.
Hie Type of bank moderates the relationship between board size and regulatory

compliance of banks in Sub Saharan Africa,
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Fsp: Type of bank significantly moderates the relationship between board
independence and regulatory compliance of banks in Sub Saharan Africa.

Hser Type of bank significantly moderates the relationship between audit
committee and regulatory compliance of banks in Sub Saharan Africa.

Hug: Type of bank significantly moderates the relationship between board

diversity and regulatory compliance of banks in Sub Saharan Africa.

Hieo Type of bank significantly moderates the relationship between audit
committee and regulatory compliance of banks in Sub Saharan A frica.
Hii Type of bank significantly moderates the relationship between managerial

ownership and regulatory compliance of banks in Sub Saharan Alrica.
Hio: Type of bank significantly moderates the relationship between institutional

ownership and regulatory compliance of banks in Sub Saharan Africa.
Hin: Type of bank significantly moderates the relationship between ownership

concentration and regulatory compliance of banks in Sub Saharan Africa.

Significance of the Study

The findings of this study present several important implications for
management of organisations based on the findings of the study. The study
proposes some implications for management in handling corporate governance
and its related issues. These implications are mainly based on the empirical
findings established on corporate governance, regulatory compliance and
performance of banks in Sub Saharan Africa. There is an inverse relationship
between size of a board and performance of banks in Sub Saharan Africa as it
was revealed in the result. Both return on asset and net interest margin were
consistent with the result. Practically. the outcome indicates that maintaining a

laroe sized board is detrimental to the performance of banks.

o
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The negative outcome implies that keeping a large sized board will be
unproductive. From the result, increasing the number of audit members would
not amount to any significant profitability. Tactically and practically. it is
instructive to Keep a relative low number by relying on directors who are
competent and having the requisite knowledge and expertise. As part of
contribution to the agency theory. corporate governance is expected to result in
increased performance of banks: however. the agent. by virtue of his activities.
tends to maximize the economic objectives of the at the expense of the principal.
Corporation owners bear the consequences of actions taken by managers. The
agent may not always act in the interest of the principal even when both parties
want to maximize the benefit which consequently will impede the performance

of the corporation.

Delimitation

The focus of this study was on corporate governance. regulatory
compliance and performance of banks in Sub Saharan Africa. Data for the
study was sourced from the annual report of the banks from the company s
website and www.africanfinancial.com. The data span from 2011 to 2020.
This was the period where some banks in the Sub Region collapsed and
became defunct due to weak corporate governance practices from
management. There were reforms and revision of corporate governance
codes within the period of the countries under consideration.

Inas muchas there is enough literature on how corporate governance
influence performance. it is interesting to note that. there was not enough
literature on how corporate governance influences regulatory compliance in

Sub Saharan Africa hence empirical literature on the subject is paltry.
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werefore. the Titeratlire review nnm 10 available el W itence

which suffices for the bu'ilgl-ﬁp' of arguments and analyses. The study was
limited 1o the study of banks in Sub Saharan Anglophone African countries,
specifically Nigeria. Ghana Kenya. Botswana and Malawi where their
corporate gmf_gt'nzlnccv. regulatory compliance and performance were
examined. The d‘climilulion. however. did not have any adverse impact on

the outcome of the study.

Limitation of the Study

In spite of'its significant benefits to academic knowledge and policy. the
study is not devoid ol some limitations. Firstly. the study adopted quantitative
method as rescarch approach. There should have been some interview questions
to the board and management of the banks to explain some of the reasons to the
quantitative results. An attempt was made by the researcher by contacting all
the banks through email for a possible interview through zoom. Though. some
of them acknowledged receipt of the message. cooperating with the researcher
[or the possible interview was quite problematic. The covid era could have been

the possible excuse for not responding to my request for the intervicw.

Definition of Terms
This study used somel key variables and terms. Below are the definitions of some
of'the variables and key terms used in the context of this study.

I. Corporate governance: It is the system of rules, practices and processes

by which companies are governed

o

Institutional owners: It refers to the ownership stake in a company that

is held by large financial organisations. pension funds and endowments
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3. Net interest margin: 1t represent the ratio of the net interest income to
the average earning assets

4. Regulatory compliance: 1t is an organization adherence to laws,
regulation, guidelines and specifications relevant to its business
processes.

5. Return on assel: It signifies how a good a company is in generating

returns from their economic resources or asset

Organisation ol the study

This study was made up of eight chapters. Introduction and background
of the study was dealt with in Chapter One. Chapter Two discussed the various
theories underpinning the study and how they are related and linked to the
objectives. Chapter Three concentrated on the empirical review as well as the
conceptual framework. Chapter Four covered the review of related concepts
employed in the study. Research methods was captured in Chapter Five which
focused on how data was collected. Chapter Six dealt with the presentation of
the results and discussion based one the first two objectives. Presentation and
discussion of results of the third and fourth objectives were captured in Chapter
Seven. Finally. Chapter Eight covered the summary, conclusion and

recommendation.

Chapter Summary
This chapter focused on the background of the study. The statement of the

problem was duly defined. Based on the statement of the problem. research

objectives were deduced with its corresponding hypotheses. The delimitation
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and limitations of the study were established. The significance and the

organization of the study were also dealt with.
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CHAPTER TWO

THEORETICAL REVIEW

Introduction

The substantive issues that arise from corporale governance.
compliance. and performance of banks in Sub Saharan Banks were reviewed in
this chapter. The chapter thus considers the various theories that support the
study and their application relative to the objectives of the study. Achim and
Borlea (2013) established that the concept and understanding of corporate
governance cannot be subjected to a single theory. hence researchers are
encouraged to adopt and apply a combination ol the corporate governance

theories.

Agency Theory

The study of corporate governance led Yusoff and Alhaji (2012) 1o
conclude that agency theory was the dominant theory that evolved into
stakeholder theory. resource dependent theory. stewardship theory, stewardship
theory and social contract theory. Borlea and Achim (2013) also argued that
corporate governance theories were embedded in the agency theory, which was
later translated into stakeholder theory. stewardship theory and further
developed into the theories of resource dependence, political. ethics.
information asy mmetry. transaction cost theory and efficient markets.

A number of researchers have been inspired to study agency theory since
Adams Smith (1776) identified the existence of the agency problem (Zogning,
2017). Smith (1776) addressed in his book ‘The Wealth of Nation® that
individuals or persons who work in an organization and happen not to be the

real owners of the organization, may not work for the owners’ interest. Put
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differently. the interest of the employees and the real owners of the organization

would be at variance. Berle and Means (1932) advanced this argument and
critically explored the ownership structure of the vast firms of the United State
of America and found that owners of the orgainsation hire the services of agents
to control the vast firms and carry the day-to-day business activities or
operations. They remarked that the assets of the organization will be used in the
interest of the agents, at the expense of the principal and this will bring about
conflict that will exist between the two parties.

Jensen and Meckling (1976) also sought to give new direction about the
agency relationships by linking and applying them to some behavioral aspects
in relation to organisational management. The agency theory proposes that
sharcholders (principals) own the companies but are not in control of operating
activitics on a daily basis. As a result of this, the principal mandates or delegates
the agents (directors) to make decisions and control the operation of the
organization. There remains an instance where the directors act on their own
personal interest which adversely affect the principal due to the segregation of
duty between ownership and control and the difference of interest between the
principal and the agents (Dao & Tran, 2017).

In order to mitigate the problem of agency. Jensen and Meckling (1976)
and Fama and Jensen (1983) averred that a “nexus’ of optimal contracts nceded
to be established between the managers and the shareholders of the company.
These supposed contracts, which are also referred to “internal rules of the
game™. basically spell out the duties and right of the managers in the firm. how
they are evaluated in terms of performance criteria. Performance of firms in a
manner that reduces cost and embrace maximum efficiencies is the hallmark
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1980).

Agency problems and costs are created when there is separation
between ownership and management (Eisenhardt. 1989: Lee & O'Neill. 2003:
Karra. Tracey. & Phillips, 2006: Wasserman. 2006). In agency theory. authority
is given to the agents by the principal. The agents are then expected to act in the
best interests of the owners (Ross. 1973: Wiseman et al.. 2012). Problem of
agency occurs when the interest of the principal and the agents arc at variance
and the principal have inadequate or little information to independently evaluate
the behaviour of the agents (Karra et al.. 2000).

The two main forms of agency problem are adverse selection and moral
hazard (Chrisman et al.. 2004). When agents fail to apply effort in the course
of their employment relationship a moral hazard is said to have occurred (Ross.
1973). This normally leads to free-riding and shirking (Karra et al.. 2006). When
agents do not possess the necessary skills to act professionally in the scope of
the employment relationship. adverse selection is said to have occurred (Schulze
etal.. 2001).

It is assumed that the model of man is the underlying assumption of
agency theory (Davis et al.. 1997: Jensen & Meckling. 1976). As a result. the
model takes into account the fact that people will seek to increase their own
satisfaction or utility. The services of agents are hired to maximize the wealth
of the principal (Ross. 1973). It is important to state that agency theory.
however. envisages that agents will also put up an opportunistic behaviour

because their personal interest is also paramount to them. The principal.
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therefore. designs mechanisms to mitigate losses that might be caused by the
agents. according to Jensen and Meckling (1976).

Agency theory is a leading theoretical framework in corporate
governance. It is well known because of two distinct features (Daily. Dalton &
Cannella. 2003). Firstly, it is easier due to the fact that it classilies vast
organisations to two groups of participants. specifically managers and
sharcholders whose opposing interest are established or defined. The second
assumption is that it portrays human beings to be self-centered and for that
matter every rational person will pursue his own personal interest.

The searegation of ownership from management normally can result in
decisions by managers that may not augment the wealth of the sharcholder. This
is due to the fact that the agents possess some knowledge. expertise coupled
with their experience which they use to benefit themselves and not necessarily.
the principals. From the perspective of (Jensen & Meckling. 1976) a monitoring
system should be put in place in order to protect the interest of the shareholder.
In the narrative above. the agency problem is how to monitor the agent in order
to make sure it is acting in the principals® interest. This in the view of Shleiler
and Vishny (1997) which give rise to agency costs. monitoring costs and making
sure agents are disciplined in order to minimize abuses.

Agency costs is defined by Jensen and Meckling (1976) as the
measures put in place by the principal to mitigate the divergent operations of
the agents. making sure that the expenditure of the agents is bonded which
servesasa vardstick that some decisions of the agents will not injure the owners
and to compensate principal if any of such action arise. Corporations with an

oreanizational structure whereby ownership and control are separated between

(39}
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owners and agents are not uncommon. The principals who are known to be the
owners hire the agents who are known to be the managers to take control of the
firm and run the firm in the interest of the principal. The agents would be
compensated for their effort and competence they bring on board. specifically
i the form of salarics and bonuses (Marashdeh. 2014).

Quite a number of studies have examined the gains arising from conflicts
between dispersed shareholders and powerful managers when the management
structure changes. There is evidence of results that depicts that company needs
o doaway with inefficiencies in an organization and put up a system that protect
sharcholders™ wealth. Shareholder generally find it difficult to supervise the
activities of the managers regularly hence unable to appreciate the situations
underlying most business decisions. For instance. it is the expectation of
shareholders to receive fat dividend payouts and substantial increase in capital
share. Unfortunately. managers who have access to information on the state of
alfairs of the hirm may want to reinvest substantial amount of the profit to
purchase more asscts or develop a technology (Pharm & Nguyen. 2020)

This generates to different risk perspectives and business objectives.
This disagreement between principals and agents can lead to inefficiencies and
can cause a lot of losses for the firm. In most of the situation. managers seek to
increase their wealth which result to decision making conflict and ethical risk.
In order to minimize these unfortunate conflicts, shareholders ought to routinely
observe and monitor the actions of the agents by instituting unambiguous
corporate policy. To reduce these conflicts. shareholders should observe and

monitor actions of managers through effective communication and solid
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corporate policy. Basically. a system of legislation should be put in place to

mmprove the control of the principal over agents (Pharm & Nguyven. 2020).
Linking the objective of the study to the agency theory. it is expected
that corporate governance mechanisms will lead to performance of banks.
however. with respect to agency theory, the agents. with their actions. tends to
increase their own economic interest at the expense of the owners ol the firms.
Agents take actions whose and effects of these actions are unfortunately borne
by owners of the corporation. In reality. the agents will always want to
maximize their wealth which eventually leads to agency problem and thereby
impedes the performance of the corporation. I the managers of the firm become
self-centered. in the long run it affects the performance of the firms adversely.

Agency theory therefore underpins objective one and three of the study.

Stakeholder Theory

Freeman (1984) averred that the purpose of stakeholder theory was
mainly initiated to identify, analyse and develop and manage strong
coordination among shareholders. Stakeholder appeals to wider stakeholders as
compared to agency theory. The central idea of the agency theory is to maximise
the wealth of the shareholders which is a key requirement whereas the
stakeholder theory appeals to groups. The concentration now is to maximise the
wealth of the shareholder whilst at the same period focus on other stakeholders
of the company whose activities directly and indirectly affect the performance
of the company.

Jensen (2001) explained that stakeholder theory has gained root in
corporate governance theory because of the fact that it is associated with wider

audience. The theory posits that the success of a firm cannot only be attributed
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1o shareholders wealth. Truth is. there are quite a number of stakeholders who

contribute to the firm beside the sharcholders. These stakeholders are
customers. employees. environmentalist. creditors. suppliers. financial
institutions. governments etc. In order for a firm to be successful, Freeman
(1984) indicated that firms must try as much as possible to satisfy both the
owners as well as all the stakeholders.

T'he traditional definition of a stakeholder according to Freeman (1984)
is an individual or group who is one way or the other influenced by the success
of'the orgainsation’s aim. The redefinition of the organization was based on the
idea of the stakeholder theory. Friedman. Mivake. Corley. Young. Delries and
Hewitt. (2006) proposed that organization should be seen as class of
stakeholders and the objective of the organization should be concentrated on
how the interest and needs of the stakeholders should be managed. Stakeholder
theory provides a wider and a broader perspective on corporate governance as
compared to agency theory. It therefore enhances better [irm performance from
corporate governance perspective.

Solomon (2004) suggested that stakeholder theory is usually connected
to or linked to vast corporation where they operate in society, hence the impact
of firms is so persuasive to the extent they fulfil certain obligation to many more
sectors of the society and not necessarily to sharcholders. Taking into
consideration the fact that internal stakeholders are the conduits to external
groups. management of corporation should be proactive and responsive to the
external environment. Put differently. the executives must act as “corporate
spokesperson. political and social participant and manager of the human

resources of the firm™.

(89}
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n the context of wider environmental impacts and interdependencies of

organisations with stakeholders from internal and external. stakeholder theory
is specifically relevant to formulating and implementing enough governance
policies and systems (Christopher. 2010). Stakeholders who are privilege to
have access 10 resources are critical to the firm and they have external control,
For instance, capital can be provided by stockholders. material knowledge can
be provided by suppliers. infrastructure can be provided by local communities,
knowledge and loyvalty can be provided by employee and manager. positive
word of mouth and loyalty can also be provided by customers. Stakeholders
possess these important organisational resources which give them potential
authority over the organization hence there should be a good relationship
between the firm and its stakeholders (Kolk & Pinkse, 2000).

Freeman and Philips (2002) sought to give reorientation of
stakeholders’ theory and tried to debunk the assertion that the stakeholder theory
emanates from the socialist worldview. Philips. Freeman and Wicks (2003)
have also debunked the misconceptions on beliefs that stakeholder theory
should be subjected to amendment to laws and for that matter the theory gives
room for management to be opportunistic. They also rebuked the assertion made
by Sundaram and Inkpen (2004) that stakcholder’s theory does not embrace
entrepreneurial risk taking and thereby worsen corporate governance practices.

Stakeholders bear greater risk in their investment in an organization than
employees are the major objection to the Anglo-American model of corporate
governance (Ghoshal. 2005: Chahed & Miiller. 2008). The worth in a firm’s
production with respect to resources emanates from different stakeholders.

Shareholders for instance provide financial capital while employees also
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contribute their human capital, The argument now becomes simplified and the
question is. resources need to be combined by both sharcholders and employees
for the purposes of value creation. In that context. why should the value
distribution only favour the shareholders?

Danford et al. (2007) were of the view that it is more difficult for
employees to find a new job than for shareholders to sell their stocks. Put
differently. shareholders of a company carry less risks than employees of a
company. Additionally. employees bring on board their knowledge.
competence and skills which are more vital as compared to the capital
contributed by shareholders.

Quite a number of studies refutes the stakeholder theory and concludes
that it is not well founded and grounded (Child & Marcoux. 1999: Cragg. 2002)
and for that matter directors do not have access to information on ethical
principles and the natural environment (Orts & Strudler. 2002: Humber, 2002).
Orts and Strudler (2002) opine that stakeholder theory is constrained by its
concentration on the interest of human involvements in the organization.
Humber (2002) averred that organizational desire to develop a special moral
theory to be used in the organisations is not feasible and hence should desist
from that (FHeath & Norman. 2004: Sundaram & [nkpen. 2004).

In the view of Jensen (2002), stakeholder theory centers on the
jurisdiction of certain individual who intends to use the organisation’s resources
for their own use. Carroll and Carson (2003) suggest that stakeholders theory
requires a restriction that permits management to respect their professional
obligations that they owe to employees. Frederick (1998) asserts that

stakeholder theory is theoretically mined out and produces currently new
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the stakeholder theory is undertheorized and under rescarched (Stoney &
Winstanley. 2001).

A number of researchers also scolds the theory for concentrating on a
broader domain (Weaver. Trevino & Cochran.1999) and for relying on false
impression concerning the nature of the organization and the various
stakeholder groups. Phillip (2003) posits that the basic problem of stakeholder
theory is trying to justify why management should concentrate on stakeholders
akin to the justification for maximizing shareholders wealth. There should be a
moral argument in relation to the justification for maximizing shareholders
wealth.

Jensen (2001) argues for the support of maximization of value for
stakeholder theory. specifying that an organization cannot increase value if it
shuns away from the interest of its stakeholders. He stated that the massive
problem that corporate boards and management encounter ascertaining the
trade-off between the interests of its stakeholder groups and the company’s
objectives. Managers are entreated to take decisions by taking into consideration
the stakeholders of the company. Managements find it difficult to come out with
a particular stakeholder interest that will ultimately satisfy the objectives of the
firm as well as the interest of all its stakeholders. This is because there no
specific interest of all the stakeholder groups.

Jenseng (2001) averred that with respect to the stakeholder theory. there
is even competition that exists between the individual groups and each other’s
interest.  The managers are now compelled to adopt a theory that makes it

extremely unrealistic to make any meaningful decision. In as much as
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management makes an effort in terms of meeting the aspirations of different
stakeholders, the stakeholder theory can make it difficult for management to be
unaccountable for their decisions and actions.

Stakeholder theory can breed the culture of managers being
unaccountable for their actions as they try to accommodate the needs of many
stakeholders' interests. The self-interest of managers and directors may be
paramount in their actions and decisions (Sternberg. 2004). The central idea in
relation to stakeholder theory should be based on what the companics are meant
for. Are the companies in existence for the purposes of making money or they
have a bigger and wider role?

The needs of the shareholders and stakeholders should clearly be
established. Some scholars of stakeholder theory have suggested that the theory
provides unprincipled and unethical directors with a flimsy excuse and act in
their own personal interests. This unfortunately leads to the resurrection of the
agency problems that the maximization of the sharcholder wealth sought to
solve, Directors who are self centred could casily take advantage by acting in
their own personal interest and make it seem as if their actions directly benefit
the stakeholder groups (Marcoux. 2000).

Linking the objective of this study to the stakeholder theory can best be
explained by Hasnas (1998) who averred that the theory appeals to peoples’
moral intuitions and for that matter business is much more than the financial
relationship between the organisations and its shareholders. Stakeholder theory

therefore underpins objective one and three of the study
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Scholars and researchers such as (Meyer & Rowan. 1977) propounded
the institutional theory. They averred that the formal structure development is
highly influenced by the environment. There can be legitimacy of any structure
that is innovation driven in an organization. Any time, organisational actors
refuse to accept innovation which becomes legitimized, it leads to irrational and
negligent perception of behaviour.

[ronically. there are organisations that acquire a structural form that
doesn’t necessarily augment efficiency just for the purposes of legitimacy
(Mohamed. 2017). The institutions are basically systems and rules that permit
and limit the attitude of the actors and make social life foreseeable and
important.  (North. 1990). Scott (2005) posits that institutions are social
structures that have accomplished a high level of resilience. Cultural-cognitive.
normative and regulative elements constitute an institution and in conjunction
with associated activities define meaning for social life and stability.

From the international arena to local interpersonal relationships. they
function at various levels. Institutions represent stability by definition, but are
subject to incremental and discontinuous processes of change. Institutions were
described by Johansson (2002) as systems based on formal or informal rules
that prohibit. control or support social behavior. North (1990) is best known for
the most concise explanation of institution. In his view, institutions are
composed of formal and informal structures, where the formal structures consist
of rules and the informal structures consist of conventions and codes of
behavior. Institutions serve as motivation for a particular direction for the
purposes of creating a stable structure that promote efficiency in interactions

with humans by minimizing transaction and uncertainty cost.
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expectations of individual within a society. As perceptions and understandings
are implicit. interactions are more coherent since they don't need to be
negotiated  or explained. According to Bush (1994) institutions assist
coordination of activities between different actors in society without the essence
for centralization, although there is limitation on what actors do. According to
one school of thought, institutions effectively determine the actions of
individuals. According to them, institutions determine power and preferences in
society. Furthermore. institutions explain how people interpret the actions of
others based on shared meanings and cognitive frames. (Fligstein. 2001).

Changing institutions are quite difficult because they arc meant
primarily to shape the exact choices individual make in an attempt to changing
them (Hall & Taylor. 1996). Institutions are fundamentally meant to provide
reasons for behaviour that are contrary from institutionalized expectations in
order for their legitimacy to be preserved. Institutional theory demonstrates that
the attitude of organisations is influenced by their institutional environment.
They consist of the organization’s scope of its actions. social context and social
relationships through its network (Doshi & Khokle. 2012).

Generally. coercive mechanisms are defined as pressure techniques
aimed at aligning business practices with society's expectations. Mimetic
practices refer to the process of conforming to certain standards of behavior, It
is the internalization of certain beliefs about the appropriateness of certain
attitude that constitutes normative practices. Through institutional forces,
agents' beliefs are aligned with those of societal norms. The significance of self-

seekine individuals® motives in institutional theory is criticized. and rather.
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institutional factors or pressures that go beyond the institutional boundaries are

studied (Hoffman. 1999). Organizations are viewed as functioning within a
scope ol values. assumptions and norms about what defines acceptable
economic attitude or behaviour according to institutional theory (Oliver. 1997).

DiMaggio (1998) indicated that institutional theory focusses its strength
on organisational life that are deemed to be exteriorized and intersubjective that
no actor is ready to question them. DiMaggio (1988) posits that as long as
actions are guided by norms or expectations. actor interest will have no
fluence on the outcome. In addition to regulatory and normative aspects.
Phillips and Malhotra (2008) mentioned that institutional theory contributed to
managing organizational research in its cultural cognitive aspect (Scott, 2008).
The normative and regulative pillars provide stability by permitting deviant
behavior, Zucker (1987) is of the opinion that sanctions may deinstitutionalize
a lirms’ culture cognitive pillar. which makes the firm less objective and
impersonal but they are vital features of cognitive institutions.

Linking the objective of this study to the institutional theory. it can be
inferred that these institutions create structures and system and establish the
appropriate functional guidelines and tools that mitigate and shun away from
unacceptable corporate behavior. hence endorse acceptable corporate behavior
(Peters. 2000). Corporate governance also provides a mechanism that guides
behaviour and protects those who have invested their resources hence
compliance to regulations is a key requisite ingredient in corporate governance.

Institutional theory therefore underpins objective two and four of the study.
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Chapter Summary

The chapter reviewed all the theories underpinning this study and their
relationship with performance and compliance. The theories underpinning the
study were agency theory. stakeholder theory and institutional theory. The
agency theory talked about the relationship that exists between the principal and
agents of a business and how the interest of the principal and the agents are at
ariance. The stakeholder theory was meant to improve upon the agency theory
by involving other stakeholders.

Stakeholder theory. however. concentrates on broader stakcholder’s
groups. Many lirms endeavor 1o increase shareholders™ wealth whilst at the
same time focusing on range of other stakeholders who also contribute to the
success of the firm. It is believed that the success or otherwise ol a business
does not only depend on the shareholders but other stakeholders who also play
their respective roles in the company. Institutional theory. in effect, deals with
rules. regulations and standards of which businesses are encouraged to adhere

10.
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EMPIRICAL REVIEW AND CONCEPTUAL FRAMEWORK
This Chapter of the study focuses on review of empirical studies that
underpinned the study. lessons and issues that need to be assessed from the
empirical review as well as the conceptual framework that support the study.

[he empirical review was done in relation to the objectives ol the study.

Corporate governance and performance of banks in Sub Saharan Africa

How the composition of board affects the performance of deposit money
taking institutions in Sub Saharan Africa (SSA) was assessed by Nwaubani and
Orikara (2019). The objective sought to assess the influence of gender on
performance. Return on assets and net interest margin were employed as the
explained variables. Six Sub Saharan countries were used for the study.
comprising of twelve banks for the period 2004 to 2016. The study revealed that
women representation did not contribute much to performance of the banks. The
correlation using return on asset and net interest margin was also negative and
insignificant. The study however employed only twelve banks from six Sub
Saharan Africa and the three-year period was also relatively inadequate.
Increasing the number of years from three could have resulted in a more robust
outcome.

A study by Djebali and Zaghdoudi (2020) analyzed the importance of
internal governance for bank performance. Ten commercial banks listed on the
Tunisian Stock Exchange was the source of the data. Generalised Method of
Moment was used for the study. According to the study, the correlation that
existed between the size of board and independent director was positive and

sienificant. The study. however, employed only one performance measure (Net
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interest income). Other performance indicators could have been added for the

purposes of comparison and this could have ultimately affected the outcome of
the results.

Aninvestigation on how corporate governance affect bank performance
in Ghana was conducted by Gyamerah. Amo and Adomako (2020). Return on
asset and return on equity were employed as regressor variables. Twenty-one
commercial banks were gathered for the data. which spans the years 2003 to
2015. Regression estimating techniques were used to conduct the analyses. The
results indicated that having a large board of directors had an adverse impact on
performance of banks. In addition. the independence of a board had a strong
favourable effect on return on asset. The study however employed only one
ownership structure variable in the study (foreign ownership). The swudy could
have added other ownership variables in addition to the board characteristics
variables in order to draw analytical conclusions.

A study on gender diversity of a board and how it affects financial
performance was cvaluated by Manyaga, Muturi and Oluoch (2020). Gender
was employed as explanatory variable while return on equity was cmployed as
explained variable. Thirty-four commercial banks were selected for the period
of 2008 to 2017. Causal research design was employed for the study. It was
revealed in the result that gender diversity was a predictor of ROE with an
inverse effect. The study. however. was limited to only one performance
measure which was return on equity. For the purposes of insightful comparison.
other performance variables should have been included in the model estimation.

Chabachib. Irawan, Hersugondo. Hidayat, Pamungkas and Y ppi (2020)

assessed how corporate governance influence performance of banks.
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anagerialownership. independent directors. independent directors. size of

board and institutional ownership were the independent variables. Data was
sourced from the Indonesian Stock Exchange in 2018 which were 120 in
number. The analysis tool employed was a path analysis. The outcome of the
results revealed that managerial ownership. independent directors and the size
of the board were all predictors of performance and the effect was also positive.
Institutional ownership was a predictor of performance with an adverse effect.

Palaniappan (2017) examined the structure of board of directors and
their financial performance. Data emanated from 275 NSE-listed companies.
The data was collected between 2011 and 2015. The outcome variables were
ROA and ROE. Board size and board independence were employed as the
explanatory variable. The findings revealed that board size was a predictor of
performance (ROA and ROE). The study did not. however. employ any
ownership structure variable in the study. The study was limited to only board
structure variables. Adding some ownership structure variables to the study
could have given a fairly balanced and comprehensive findings.

Pharm and Nguyen (2020) evaluated the influence of corporate
governance on performance of bank from for the period 2013 w 2017 in
Vietnam. The result revealed that larger boards increase performance with net
interest margin. There was no significant relationship of board diversity and
institutional ownership on performance.

Bansal and Sharma (2016) researched how corporate governance
influence performance of firms. The data for the work was obtained from
companies listed on NSE. Data span from 2004 to 2013. It was revealed in the

result that board size was a predictor of performance with a positive
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relationship. The study however employed only board structure variables.

The influence of audit committee on firm performance in India was
examined by Al-ahdal and Hashim (2021). The data was made up of seventy-
four non-financial firms spanning from 2014 to 2019. The random efTect panel
regression was employed for the purposes of analyses. Audit committee was not
a predictor of return on equity even though there was positive relationship. The
six-year sample period was relatively small. Increasing the study period could
have impacted the outcome of the findings.

Mohamed. Atim. Moeljadi and Sumiati (2019) analyzed the influence
of corporate governance and how it affects the value of firms. Independent
variables for the study were independent directors, institutional ownership and
managerial ownership. The dependent variable was ROE. Listed companies in
Indonesia constituted the source of data for the study. The outcome of the result
showed that institutional and managerial ownership were not predictors ol firm
value. Conversely. Independent directors were however predictors of
performance.

Moreno-Gomez. Lafuente and Vaillant (2018) conducted rescarch on
how gender diversity affects firms™ performance of businesses in Columbia.
Return on asset was the financial performance variable. The data for the study
was obtained from firms in Colombia. The period for the study span from 2008
102015, It was revealed in the result that gender diversity relates positively with

performance.

Abuamsha (2021) examined how the structure of corparate governance

affects the performance of firms listed on the Palestinian Stock Exchange. The
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| R Hom _(ﬂtylu 2020. The results were estimated using the panel data

method. The results showed that managerial ownership and ownership
concentration relates positively and were predictive of financial performance.

Putri. Mandala. Harahap, Adinur, Ahad and Hanggraeni (2021)
assessed how board diversity affects performance of banks. Static and dynamic
relationships were considered for the study. The results showed that board
diversity relates negatively and was predictor of performance. The independent
variables were however limited to only three variables. Increasing the
independent variables could have affected the outcome of the results.

Zabri. Ahmed and Wah (2016) investigated the influence of corporate
governance on linancial performance among Bursa Malaysia [irms. Board
independence and board size were the study’'s explanatory variables. The
explained variables were return on asset and return on equity. The study was
subjected to descriptive and correlational analyses. The result revealed that
board size was a predictor of return on asset with a negative relationship. Board
size was however not a predictor to return on equity. Board independence was
not a predictor of performance.

Kilic and Kuzey (2016) investigated board characteristics of listed
companies in Turkey established how board diversity affects performance of
companies. Dnm was sourced from listed companies in Turkey. Data for the
study span from 2008 to 2012. The research was subjected to instrumental
variable regression. The result revealed that the inclusion of women on the

board was positive and predictor of performance. The study. however. focused

only on-board composition variables.
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Study data was compiled from 615 Tehran Stock Exchange companies. The
period for the study span from 2010 o 2014. The results showed that ownership
concentrations do not predict returns on assets. In contrast. ownership
concentration significantly impacted return on equity.

Oudat. Hezabr and Qeshta (2021) examined the effect of ownership
structure and performance of banks in Bahrain, The study was subjected to panel
regression analysis. The data for the period was 2015 to 2019. It was revealed
in the findings that institutional ownership positively and significantly impacted
return on equity.

The effect of corporate governance on performance of banks in Pakistan
was investigated by Ullah, Ali and Mehmood (2017). Data was collected from
the Karachi Stock Exchange. The sample size for the study was 184 non-
financial firms. The results indicated that managerial and ownership
concentration had an inverse relationship with performance of firms.

Artha. Bahri. Sari. Sari and Manurung (2021) determined the effect of
institutional ownership on performance of banks. The study used quantitative
methods and linear regression analysis The research was subjected 1o
quantitative methods and the estimation was linear regression. From the
analyses of the results. institutional ownership was not a predictor of ROA and
ROE. The study employed only one independent variable for the regression
(institutional ownership) analyses.

Al-Najjar (2015) assessed the influence of institutional ownership on
performance of companies. Data for the study constituted 82 non-financial
Jordanian firms. The explained variables were ROE and ROA. The study
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ownership relate itivelv it
hip relates positiy clyvand had no effect on performance.

The imp: “corporate - : : S
pact of corporate governance on financial performance ol firms

in Ethiopia was recenrcha , = % )
Pl was researched by Molla (2019). The predictand variables were

ROE,

ROA and operating profit margin. Board size. board independence, audit
committee and board ownership were the explanatory variables. The study was
subjected to correlation analysis and panel data regression.

The outcome of the result revealed that board size was negative and
predicted ROE. ROA and operating profit margin. Additionally. audit
committee was negative and predictor of ROA and ROE but it had no effect
with operating profit margin. Board independence and board ow nership were
all predictors and had positive effect with all the financial performance
variables.

Corporate governance structure and performance ol banks was
investigated by Bashir. Fatima, Sohail, Lahore, Rasul and Mehboob (2018) The
study covered thirty banks. Data was sourced from banks listed on the Pakistan
Stock Exchange (PSE). Data span was 2008-2014. The study showed that
managerial ownership was negative and could not predict return on equity. The
study excluded foreign banks from its sample.

The effect of corporate governance on performance of banks was
assessed by Abdul Rahman and Reja (2015). The independent variables were
government. institutional., family and managerial ownership. The results
revealed that managerial ownership is inversely related to performance.

Institutional ownership had no effect on performance of banks.

0
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measures on financial performance of manufacturing firms. Data collection was
listed firms in Bombay Stock Exchange (BSE). The independent variables were
board structure and Ownership Structure. The study was subjected to panel data
regression analysis. The sample size was 357 manufacturing firms. It was
established in the study that board size was a predictor and positively linked to
ROA and ROE. Institutional ownership did not contribute to any significant
Impact on return on asset.

Edeti and Garg (2021) investigated the influence of board composition.
both internal and external. on commercial bank performance in Ethiopia. Data
for the study constituted twelve commercial banks. Data span was [rom 2009 to
2018. The study focused on primary and secondary data collection. The study
revealed that board composition was positive and a predictor of return on assets
(ROA). There was no significant effect of board composition and return on
equity. Board composition was negative and had a correlation with Net Interest
Margin (NIM) and statistically significant,

Yahaya and Lawal (2018) assessed how the ownership structure of
board affects the value of a business of Nigerian deposit money banks. The
independent variables for the study were concentrated, managerial and foreign
ownership. ROA and ROE were the dependent variables. The data was
subjected to System Generalised Moment Method. It was deduced from the
study that ownership concentration could predict performance.
and Umar (2019) examined the influence of ownership

Kurawa

concentration on performance of banks in Nigeria. Data was sourced from the

annual report of deposits money banks in Nigeria. The span for the data was
< e
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2003 to 2014. The P :
- I'he study was subjected 1o panel data regression technique. It

was established from the study that ownership concentration was negative and
not a predictor of performance of firms.

Boussaada and Majdi (20135) assessed how ownership concentration
alfect performance of banks. The period for the study was 2004-2011. Thirty-
cight commercial banks from ten countries of the MENA region were used for
the study. In order to deal with the endogeneity problem, dynamic panel
estimation method was employed for the study. The study revealed that
ownership concentration was a predictor of performance of banks in MENA

IFariha. Hossain and Ghosh (2021) looked into how corporate
governance aflect performance of public banks in Bangladesh. Data was
collected from the annual report of the banks which constituted thirty-one banks
from 2011 to 2017. The results revealed that board diversity relates negatively
and a predictor of ROA and ROE. The study did not include any ownership
characteristic variable.

The effect of corporate governance on financial performance in the
Kingdom of Bahrain was evaluated by Aktan, Bora. Turen. Seref.
Tvaronaviciené. Manuela. Celik, Saban Alsadeh and Hashem (2018). Data for
the study was made up of financial firms in Bahrain Bourse. 2011 to 2016 was
the data span. It was deduced from the results that board size and ownership
concentration positively relate and were predictors of return on asset.
Independent directors were also negative and predictor of ROE.

The impact of corporate governance on banking performance was

examined by Almoneef and Samontaray (2019). Data emanated from banks in
ox? 3

Saudi Arabia. 2014 and 2017 was the data span. The explanatory variables were
Sdu (1R SRC e
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board size. board |
¢ SI1ZE. Dboar snendence .
d independence and audit committee size. The data was

subjected to Panel dat; as r ]
a. [t was revealed from the study that board independence

had an inverse relationship with ROE whereas board size related positively with
ROE. With respect to ROA. board size had a positive relationship.

The effect of corporate governance on financial performance of firms
was analysed by Megbaru (2019). The data for the study constituted six banks
which was selected from commercial banks in Ethiopia. The data span was 2003
10 2009. The explained variables were ROA. ROE and operating profit margin.
The explanatory variables were board size and board independence.
Additionally. firm size and financial leverage were employed for the purposes
of control variables. The data was subjected to correlation and pancl data

reeression.

The results clearly indicated that board size was negative and predictors
o ROA. ROE and operating profit margin. The effect between audit committee
and financial performance were also inversely related but statistically
significant with ROA, ROE. Audit committee was however insignificant with

operating profit margin and board ownership was positive and significantly

related to ROA. ROE and operating profit margin.

Wang. Abbasi. Babajide and Yekini (2020) studied the extent to which

corporate governance a ffect firm performance. Non-financial firms listed on the

Pakistan Stock Exchange were used for the sample. The data span was [rom

2011 to 2014. ROA and ROE were the explained variables. The results provide

evidence that institutional ownership was negative and a predictor of

performance Board diversity. Board size and board independence were not
e ¢ i
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predictors ol performance. The data for
ata for the study was however limited to only

four vears.
Sohail. Ras £
Sohatl. Rasul and F; :
d Fatima (2017) explored the influence of corporate

governance on their perfor el DALt
o their performance of banks in Pakistan. Data was collected from

thirty banks on Pakistan Stock Exe
b akistan Stock Exchange. 2008 t0 2014 was the span of the data.

The estimati Sl e et B
¢ estimation technique for the study was panel data. It was deduced from the

results that ownership concentration and institutional ownership were inversely

related and were not predictors of return on equity. Foreign and Islamic banks
were however excluded from the study

The effect of board diversity on performance of banks in Kenya was
assessed by Manyaga. Muturi and Oluoch (2020). Board diversity was the
explanatory variable while ROE was the explained variable. Data for the study
was made of thirty-four commercial banks for a period of 2008 to 2017. Pancl
data was employed for the estimation technique with a causal research design.
The result revealed that board diversity was negative and could not predict ROE.

Dana (2015) looked into the influence of institutional ownership on firm

Performance. Data was sourced from firms in Jordan. ROA and ROE were the

explained variables. The period for the study was 2005 to 2013. The estimation

technique employed for the study was panel data estimation. It was revealed in

the study that institutional ownership was not a predictor of performance of

firms.

AlSacr. Belkhaoui and Aldosari (2018) analysed the effect of corporate
b [ o'

of banks. The data was sourced from nine banks in

governance on performance

152011 to 2016. The result provided evidence

Saudi, The period for the data we

<hip concentration were negative and
1 i denendence and ownership g
that board independer
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were equally negative - A
IR MBeativeiand statistically significant to return on equity. The

sample for the data was R
ample for the data was only limited 1o onlv nine local banks

Soud and Avpek (202 2
Ypek (2021) assessed the influence of corporate governance

on performance of banks. Data collection was annual report of commercial
banks in Kenya. The number of banks employed was sixteen commercial banks
from 2010 to 2019. Board independence. board size and audit committee were
the predictor variables. ROA and ROE were the predictand variables. It was
revealed in the results that board independence was inversely related to ROA
and a predictor of ROA. The corporate governance variables were limited to
only board characteristics.

Khan. Kamran and Imran (2020) assessed the impact of corporate
governance on performance of firms. Data for the study was sourced (rom
Pakistan Stock Exchange which constituted twenty listed financial firms. The
period for the data was from 2007 to 2016. Board structure and ownership

structure were the independent variables while ROA and NIM were taken as the

dependent variables. Board size. board independence. gender. inside ownership

were not predictors of firm performance from the revelation of the results. On

the other hand. managerial ownership was a predictor of firm performance.

The effect of audit committee size and performance of firms was
examined by Kipkoech and Rono (2016). The data was derived from firms on

Nairobi Stock Exchange in Kenya. To test the hypothesis. the study was

subjected to multiple rearession. The outcome revealed that audit committee
subjecte Sot

size was statistically predicle(l performance with a negative effect.
- = (45 o 2

45
Digitized by Sam Jonah Library



©Unjversity of Cape Coast https:/ir.ucc.edu.gh/xmlui
FERTY I LomFRSIC governance characteristics and performance of

Islamic banks were investigated by Aslam and Haron (2020). Method of
moment estimation technique. specifically two step approach was used for the
analyses. The data was for the study was made up of twenty-nine Islamic
counties. The span for the data was 2008 1o 2017. It was established from the

Spar ol B S el . . . e . i .
resuits that audit committee  size positively and significantly predicted
performance of Islamic banks. The study did not include any variable from

ownership structure.

Corporate governance and regulatory compliance of banks in Sub
Saharan Africa

Mnif and Tahari (2020) analysed the impact of corporate governance
structure on compliance with Islamic financial institutions. The sample was
made up of 486 bank year observation. The period of the study was 2009 to
2017. The findings indicated that ownership concentration was positive and a
predictor of regulatory compliance. Board size and board independence had no
impact on regulatory compliance from the findings.

Herwivanti. Ma and Rosada (2015) examined the influence of corporate
governance on regulatory compliance of Islamic banks. Data was sourced from
lslamic banks in Asia. The period for the data was from 2011 10 2013. Multiple
lincar regression was used for the data estimation. It was concluded that
institutional ownership positively relates and was predictor ol regulatory

compliance The study, however, employed only two corporate governance
(e . x 72

variables (audit quality and institutional ownership) and period for the study
< (4 v

was relatively inadequate.
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orporate - governance and compliance of International Financial

Reporting Standards was examined by Juhmani (2017). The study employed
Ci‘:"l" explanatory  variables. International Financial Reporting  Standards
disclosure was used as the explained variable. Ownership concentration and
managerial ownership had no impact on IFRS disclosure whereas board
independence was significant with the level of disclosure.

Corporate governance and compliance were assessed by Katarachia,
Pitoska. Giannarakis and Poutoglidou (2018). The governance disclosure score
was used as a corporate governance information. The explanatory variables
were board size. board diversity and financial leverage. The period for the study
was from 2009 to 2014. The results revealed that women representation was
negative and significantly predict corporate governance disclosure. The study
did not include any ownership variable.

Elmagrhi. Ntim and Wang (2016) investigated the influence ol corporate
governance practices on regulatory compliance. The data was sourced from the
United Kingdom listed firms. The period for the data was from 2008 to 2013.
The study was subjected to multiple regression analysis. The result provided
evidence that managerial ownership and ownership concentration were
inversely related to corporate governance compliance and disclosure practices.

Herwivanti. Wulandari and Rosada (2015) examined the impact of
corporate governance on compliance. Data collection was from Islamic banks
in Asia. The period for the study span from 2011 to 2013. It was deduced rom
the result that institutional ownership was positive and significantly predict

corporate governance disclosure index of Islamic bank. The period for the study
was inadequate.

47 Digitized by Sam Jonah Library



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

Dewayanto. Rahmawati and Suhardjanto (2020) examined the elfect of
corporate governance and compliance. Data collection was from companies on
the Indonesia Stock Exchange. The total companies were 152 within the period
of 2016 to 2017. The result revealed that ownership concentration and
institutional ownership were positive and predictors of corporate governance
compliance. The period for the study was limited to only two years.

Alfraih (2016) examined the impact of board characteristics and
regulatory disclosure compliance. Data was sourced from the Kuwait Stock
Exchange. The hypotheses were tested through regression. The period for the
study was in 2010. It was deduced from the results that board diversity and
board size positively and significantly predicted compliance. The period for the
study was limited to only one year.

Pernamasari (2018) assessed the impact of corporate governance on
disclosure. Data was collected from companies on the Indonesia Stock
Exchange. The data span was 2015 to 2016. It was revealed from the study that
institutional — ownership  positively impacted on compliance. Board
Independence had no signilicant effect on disclosure. The period for the study
was however woefully inadequate.

Buertey and Pae (2021) examined the impact of corporate governance
on disclosure of information. The study concentrated on firms on the Zimbabwe
Stock Lxchange. The data was collected in 2013. The corporate governance
variables employed for the study were board size. board independence. and
institutional ownership. Empirically. board independence positively and
significantly predicted disclosure of information. Institutional ownership and

board size were not predictors of information disclosure. The study covered
v LS - &
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only a period of one vear. Adding some of the years could have improved the
outcome of the findings.

Al-Bassam. Ntim. Opong and Downs (2018) investigated the impact of
corporations that are publicly listed and to what extent these firms adhere to and
disclose corporate governance practices in Saudi Arabia. The independent
variables employed for the study were board structure and ownership structure.
Empirically. the results revealed that boards with larger size and higher
institutional ownership adhere or disclose considerably more than smaller
boards and smaller institutional ownership. It was established in the study that
higher ownership concentration leads to reduction in corporate governance
disclosure or compliance.

Elmagrhi. Ntim and Wang (2016) investigated the effect of board
corporate governance and compliance. Firms in the United Kingdom served as
the source ol the data. The results provided evidence that board size. board
independence and board diversity adhere to compliance. Institutional ownership
however does not significantly have any effect on corporate governance
compliance. It was also deduced from the findings that managerial ownership
and ownership concentration negatively influence corporate governance
compliance.

Zulfikar. Lukviarman. Suhardjanto, Ismail. Astuti and Meuti (2020)
looked into the impact of board characteristics and compliance. The data was
collected from banks on Indonesian Stock Exchange. The period for the study
was from 2010 to 2015. With respect to the data analyses, multiple regression
s employed. It was revealed in the study that board size, board independence

wa

and size of audit committee significantly predicted compliance.
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! ration eflect oftype of bank on the relationship between corporate

governance and performance of banks in Sub Saharan Africa

Kusi. Agbloyvor. Asongu and Abor (2021) looked into the impact of
assets of foreign banks in relation to the banking stability of feeble and strong
country-level based corporate governance in Africa. Data span from 2006 to
2015. Data for the study was made up of eighty-six banks in about thirty African
countries. It was established in the findings that assets of foreign banks lead to
stability in banking. The positive impact of foreign banks assets, however. is
promoted in countries with strong country-level based corporate governance:
conversely the negative impact of foreign bank asset is also deteriorated in
countries with weak country-level corporate governance.

The performance of foreign banks in Sub Saharan Africa was assessed
by Pelletier (2018). The data for the period was ten vears. Data was sourced
from Bankscope data base. 11 was established in the findings that foreign banks
were more profitable as compared to the domestic banks.

Mang unyi (201 1) researched on the impact of ownership structure and
performance ol banks in Kenya. For the purposes of testing hypotheses. one-
way analyses of variance (ANOVA) were employed. It was revealed in the
study that type of ownership had no effect on financial performance.

Performance of foreign own banks were higher than the domestic owned

Conceptual Framework

The conceptual framework was developed to guide this study which was
based on the literature review of key theories, concepts. variables, and empirical
studies. Prior studies (Molla, 2019: Gurusamy. 2017) operationalized corporate

sovernance as board structure and ownership structure. The conceptual
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ramework: showed the relationships that exist among the variables. The

framework depicts the independent variables (board size. board independence,
audit - committee.  board  diversity. managerial - ownership. institutional
ownership, ownership concentration) and four main dependent variables (return
on asset. net interest margin, return on equity and regulatory compliance).
These explained and explanatory variables were underpinned by the
agency theory. The conceptual framework also depicts moderation variable-
type of bank (domestic and foreign bank). The theory underpinning the
moderating variables were institutional theory. Two control variables (financial
leverage and firm size) were also employed for the study. The conceptual

framework proposed are based on the review of pertinent literature.

Type of Bank

(Domestic or foreign)

Board Size
Board Independence
Audit C i Return on Asset

idit Committee _
Al Y 3 Nel Interest Margin
Board Diversity Return on equity

Ma

Institutional Ownership

Ow

Regulatory Comphance

nagerial Ownership

VS

nership Concentration

Financial Leverage
Bank Size

Fieure 1: Conceptual Framework on corporate governance, regulatory
compliance and performance of banks in Sub Saharan Africa.
Source: Author’s Construct (2022)

Chapter Summary
The chapter reviewed the various empirical literature underpinning the

study. The review was done in relation to the various objectives set for the study.
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The review was aligned specifically to corporate governance and performance
of banks as well as corporate governance and regulatory compliance. The
moderation effect of type of bank was also empirically reviewed. The various

concepts underpinning the review were used to construct the conceptual

framework.
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CHAPTER FOUR

REVIEW OF RELATED CONCEPTS

Introduction

This chapter focuse ; : :
apter focused on the conceptual overview of the variables

» wWe N .
employed in the study to appreciate the corporate governance. regulatory
compliance and performance of banks in Sub Sahara Africa. This chapter uses

the various corporate governance theories and concepts related to corporate

governance. regulatory compliance and performance of banks.

Corporate Governance

Corporate governance to a larger extent is multidimensional and
multidisciplinary. Yusof(2016) averred that the scope and meaning of corporate
eovernance change depending on the perspective and discipline from which it
is viewed. In the view of some scholars, the meaning or definition of corporate
governance is vague or ambiguous and is affected by theories which originate
from dilferent academic disciplines.

Tricker and Li (2019) opined that the concept. practice and idea of
corporate governance are outmoded, however, the definition of the concept
‘corporate governance” can be traced in the United Kingdom’s Cadbury Report
1992. The Cadbury Report 1992 according to Tricker and Li (2019) later
became benchmark as for as corporate governance was concerned. despite the

fact that the report primarily sought to enhance corporate governance in Britain

(Hemraj. 2002). It was obligatory for firms to explain to their shareholders why
(4§ ey 2 Zhys = =
they deviated from the codes. though firms in the UK were not forced to 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 for the

33
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management of companies. Bota-Avram and Rachisan (2013) revealed that

researchers acknowledge OECD principles as a benchmark or pointofreference
for the development ol corporate governance codes and practices since 1999.

Tricker (2019) explains corporate governance in the report of Cardbury
1992. as a mechanism by which firms are directed and controlled. In the view
of Tricker (2019). the Cadbury Report should commence with being responsible
for the governance of their firms by adhering to corporate governance codes.
Tricker (2019) averred that the Cadbury Report embraced the establishment of
an appropriate governance structure. Hemraj (2002) emphasized that the
specific aspects of corporate governance which were covered in the Cadbury
Report 1992 were the responsibilities of the board. audit committee and the
qualification of the board.

Crittenden and Crittenden (2012) explained that governance borders on
rules. procedures. processes and regulations steer the decision-making
processes ona firm’s operations and strategies. Tricker (2019) viewed corporate
governance as a system of putting in place measures to make sure that
corporations arc effectively and efficiently managed in the right direction.

Du Plessis et al. (2017) assert that the above delinition of corporate
sovernance was limited in scope. They argue that corporate governance is a
mechanism of supervising and regulating the activities of firms in order to cater
for all the interest of all stakeholders for the purposes of the firm’s long term
sustainability growth. From the perspective of the Basel Committee on Banking
Supervision. corporate governance is defined as a relationship between a firm
and its stakeholders. which seeks to provide the system and procedure for

monitoring and achieving the firm’s objectives. Garcia-Sinchez and Garcia-
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Meca (2018) define
al delined corpor r " . . "
cd corporate governance as a system which aims at enhancing

a company’s ec ic efficiencyv. & : :
: pany's cconomic efficiency, improving the company’'s growth with the

purpose of'boosting the confidence of'investors

Tricker (2019) avers that the concept, idea and practices ol corporate
governance are evolving. Based on the evolving nature of corporate governance.
it can be concluded that the meaning and definition of corporate governance

will continue to adjust to new challenges and perspectives (Du Plessis et al..

2017).

Board Structure

The board structure or characteristics of a firm were board size which
specifically deals with the number of people that constitute the board.
Rescarchers have found varied outcomes of the size of banks in relation to
performance of banks. Secondly, board independence also constitutes the board
structure of the firm. Audit committee which spells out the size of the audit
committee is also one of the variables that constitute the board structure and
finally board diversity which indicate the ratio of women representing on the

board is one of the variables which also constitute the board structure.

Board size and bank performance

One of the key effective corporate governance principles who closely
monitor managerial behaviour in order to reduce agency cost is board of
directors who are appointed to represent sharcholders” interests (Jensen &
Meckling. 1976). This presupposes that corporate governance compliance is
significantly affected by board of directors. There is plethora of studies on board
size and its effect on performance as well as corporate governance compliance.
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coreticalperspective. the arguments on whether the size of a board

should be small or large in order to positively influence performance and
compliance still remains inconclusive.

Jensen (2001) posits that when board becomes large in size. the chicf
executive officer easily dominates the board. The board then loses its task of
managerial monitoring and this leads to an adverse effect on performance and
compliance. Boards with small size are expected 1o positively impact firm’s
performance. This is due to the fact that co-ordination, communication and
interaction between managers are expected to be enhanced with small boards
than in large boards (Yermack. 1996). Yan (2017) avers that when boards are
well structured. organisations can take advantage from improved information
circulation and operating management. There is another argument that support
boards with larger size which positively influence performance. The reason is
centered on the fact that larger boards consist of expertise and competence
(Dalton et al.. 1999).

Megbaru. (2019) and Gyamerah. Amo and Adomako (2020) also posits
that boards with larger size negatively affect performance of firms. As it has
been advanced by Jenson (2001) that as the size of the board increases, the
boards capabilities to monitor reduces. This is due to the fact that some of the
directors will shirk their responsibilities and decision making also becomes
prolonged. Yermack (1996) opines that a larger board is made up of experts
from different background and area of specialty. however a large board will be
disincentive and it will affect the efficiency and elfectiveness of corporate

governance mechanisms.

56Digitized by Sam Jonah Library



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

Board independence and bank performance

Agency theory posits that a firm with a high number of independent
directors on the board will result in lower agency costs since it will be easier to
oversee and regulate managers' activities (Fama & Jensen. 1983). Independent
directors contribute an important role in the boardroom. Despite the fact that
they are not engaged in the firms’ day-to-day operations, they eritically monitor
the firms™ actions in order 10 achieve high performance (Aslam ctal.. 2019).

According to Almutairi and Quttainah (2017). independent directors
play an essential role in the firm’s corporate policy. With more board
independence. firm transparency improves. In addition. their key role is to
contribute effectively to the formulation of firm plans and achicve long-term
erowth by analyzing managerial effectiveness. From the agency theory, having
a large number of independent directors on a board improves oversight and
monitoring. The independent directors' primary responsibility is to ensure
compliance. Independent directors are primarily responsible for safeguarding

the interests of sharcholders. thus they should monitor and. if possible. influence

management behaviour.

Board Diversity and bank performance
One of the primary issues that that received recognition in corporate

oovernance is board diversity. Board diversity is classified as demographic

(eender. race. education, ethnicity. etc) but most focus on gender diversity

(Kang et al.. 2007). Diversity of board members encourages innovation,

creativity. grcater knowledge base. and increased discussion. It also improves

the board's problem-solving. critical thinking, and decision-making abilities

(Kang et al.. 2007).
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They advance thej
Y advance their argument since w : - -
argument since women are in charge of spending,

maore representati S
| tation of women on boards may allow market penetration because

they have access R A .
y have aceess 1o market information. Gul et al. (2007) were of the opinion

that ethical values : risk averc S : 2
¢ al ve and risk aversion are inherent in women so they will be more

averse in - earning Mmanagement as compared to men. Neo-institutional
perspective avers that women representation on a board will enhance
performance (Lafuente & Vaillant. 2019). This is possible through connecting
the organization to the external environment. which may allow access to critical
resources.

Furthermore. having members of different genders on a board helps
increase the board's independence from management (Lafuente & Vaillant,
2019). This may improve the board's ability to properly oversee and control self-
seeking managers from mismanaging the wealth of shareholders (Upadhyay &
Zeng. 2014). Corporate governance compliance is fundamentally determined by
owners and corporate exeeutives. Itis much expected that women representation
on board will advance pressure on managers in order to adhere to compliance
which will ultimately lead to performance.

Gender diversity improves risk management. resulting in high effective
and efficient corporate governance (Mathew et al.. 2016). This helps to improve

monitorine of managers in order to enhance performance (Benkraiem et al..

2011.7).

Audit Committee and performance

Another area of attention which has been studied extensively in

‘nance | i ittee. The purpose of board committees is
corporate governance Is board commi pury

to assess and monitor management and to minimise agency conflicts. Audit
< SSSH €
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ard ownership and firm performance has either

concentrated a particular tvme af )
particular type of ownership structure or employ a single scale

of different tvpes yar ; : 1
ypes of board ownership which is related to board members (Al

lFarooque et al.. 2020: Tleubayev et al.. 2020).
7 e L e ith fi
S raises genuine concerns that if sharcholders with fewer shares

behave i is - o L _
1ave in this manner, then no monitoring effort would take place. Anytime

ownership of a firm is concentrated. shareholders with large shares will
prudently  monitor the management and their related activities., The big
challenge with the concentrated is how minority shareholders™ wealth will be
protected by self-seeking controlling sharcholders. Ownership composition tries
to explain who the shareholders are and who among them qualify to be a
controlling group. The agency cost becomes zero in the owner-manager firms
as averred by Jensen and Meckling (1976).

With publicly traded firms. the argument does not hold because both
ownership and control are separated and outsiders normally contrel the firm.
Managerial ownership therefore aligns the interest of principal and agents. The
willful exploitation of the firms™ resources by the employees decreases as their

ownership enlarges because the employees™ share is generated from the firm’s

earnine and the compensation remains fixed (Jensen & Meckling. 1976).

Managerial Ownership
Managerial ownership can substantially mitigate agency problem

because it can align the interest between principals and agents. Greater
< o

proportion of managerial ownership can both align shareholder’s positions and

that of the managers’ so that it can act in harmony with principals for the
(4 t=

purposes of reduction of the agency problem (Jensen & Meckling. 1976).
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ntigate the self-seeking behaviour of managers. firms can
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! bond in order to increase their level of debt hence debt will serve as one
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of the:mechanisms of capital structure employed by directors to augment the

performance of firms. This assumption supports the theory of perking order

proposed by which averred that manager of firms will prefer to use retained
carnings first and foremost. then debt and then issuance of shares in a form of
capital. This implies that debt is seen as one of the factors to improve firm’s
performance (Li, Lin. Sun & Tucker, 2018).

When management is in possession of some of the shares of the
company. it affects the performance of the company positively. This approach
helps to weaken the activities of tunneling by the majority shareholder (Gao &
Kling. 2008). Coles. Daniel. and Naveen (2006) opines that when managers own
shares in a company. they are able to introduce riskier policies to the company
which in turn leads to more investment in research and development.

Jensen and Meckling (1976) provided evidence that managers owning
small shares of the firm remains unsuccessful in order to maximize sharcholders
wealth. Chen and Steiner (1999) were of the view that there is positive
relationship between managerial ownership and risk-taking behaviour which in
bate that managerial ownership inflames the conflict

in support of the de

between bond and stockholders.

Institutional Ownership

One of the key roles of institutional ownership is to closely monitor the

activities of the managerial staft which leads to enhanced performance of firms.
[2 2 =
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committees monitor age ;
10N1or management more effectively in order to improve firm

serformance (Fama & Jence o :
E ‘ (Fama & Jensen, 1983). Audit committee is made up of

independent : -executive dir . .
I and non-executive directors whose duty is to enhance compliance

with all international financial reporting standards. Marques et al. (2018) were
of the opinion that the traditional method of reporting accounting information
could adversely affect the work of audit committee without a robust internal
audit.

One of the vital factors that play a major role in advancing performance
ol firms is the audit committee. It deals with issues of fraud and make sure that
best internal practices are adhered to. Members of audit committee must be
qualified and exhibit level of professionalism with an experience in auditing.
(Aldamen et al.. 2012). Agency theory posits that audit committees strengthen
corporate governance by ensuring the quality of financial reporting and
auditing.

Hamdan et al. (2013) averred that audit committee with larger size
leverage on the expertise and diverse expertise of members for the purposes of
monitoring the firm’s financial practices. When audit committee is large in size,
they are able to report and deal with issues that are involved with corporate
reporting. In a nutshell. the size of the audit committee isan important corporate
governance factor that influences the level of voluntary disclosures (Persons.

2009).

Ownership Structure and bank performance

Quite a number of research on the impact of ownership structure on the
<

formance of firm is mostly investigated in developed in developed countries
performance )

3 - 1 'y e + S 2
and the findings are inconclusive (Merendino, & Melville. 2019: Shan, 2019).
(4 =
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['his reduces the n‘,‘[nc\ oSt
2ENney problem by acting as advisory role in order to

improve performance ) :
: ance of firms with poor governance systems (Jensen &

Meckling. 1976). Soufeli; . :
= ). Soufeljil. Sghaier, Kheireddine and Mighri (2016) established

that institutional ownership is a4 sion:
al ownership isa stenihicant determinant of performance of firms.

They arcued that institutional «
y arg 1t mstitutional shareholders who seek to tulfil their fiduciary

responsibilities the ST LR e
I bilities the undertakings concerned to enhance the governance of the

company and the transparency of their management and to focus on the increase
of sharcholder of shareholders value,

l

nas muchas there exist problem of free-rider. institutional shareholders
have the stronger urge to monitor the activities of the company they own than
individual investors due to the larger stakes they own in the company Dakhlallh,
Rashid. Abdullah and Dakhlallh (2019). Bushee and Noe (2000) opined that
nstitutional shareholder prefer companies that have better disclosure in order
to mitigate monitoring cost. Put differently. institutional shareholders are fond
of firms with much improved governance structure as compared to those with
bad governance structure because it minimizes monitoring cost.

Lin and Fu (2017) established that institutions that that have access to
resources and also larger holdings in addition to larger shareholding. they
should be in a position to minimize information asymmetries. reduce agency

costs. increase shareholders wealth and in effect monitor the firm.

Ownership concentration

i nership ¢ -ation, shareholders who have a
With respect 1O ownership concentration, she ave s

ubstantial share in a firm are likely to be more concerned in the performance
S yLe ¢ allc

{the oreanization as compared to sharcholders who own a smaller number of
ol the Orge G

| because shareholders with small amount of sharcholdings may not
shares bect é
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ly o
n | l or the activities of management

(Al-Thuneibat, 201 3S)

Using the ownersh;
JSing ne . : ;
rship concentration structure as mechanism to reduce the

principal agent conflic i
tdoes not automatically lead to improved performance of

firms. This is due > [act that ;
ue to the fact that. trying to reduce principal agent conflict due

to the ownership concentrati
ownership concentration leads (o a new problem referred to as principal-

-1 ST < ATy [ ‘ ~ . «
principal (Babi¢ & Nikoli¢. 201 ). This is due to the fact thal. owing to the

climination or reducing the principal-agent conflict as a result of increased
ownership concentration, a new problem which refers to principal-principal
conflict emerges (Babi¢ & Nikolié. 2011 )

Ldmans and Reilly (2014) was of the view that ownership concentration
have a unique role in governance. This is as a result of the larger share they own
in the company which enables them to bear the costs for monitoring the
activities of management. Dou et al.. (2016) also share similar opinion which
says that it will be less economical for individual shareholders who do not have
larger shares in a company to bear monitoring cost. This is because the benelits
they will receive will be small for them to incur to that cost. As a result of this
arcument. ownership concertation can assist Lo improve transparency of
governance of firms. The majority shareholders who are often seen as
management controllers and minority shareholders who are often less
recognized are the key conflicting participants (Su, Xu & Phan. 2008). The
principal-principal conflict is unique in developing and transitional economies.
This normally occurs as a result of underdeveloped legal structure. normally

with respect to the protection of the shareholders™ right.
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manipulate the resources of =
J ources of the firm by making it difficult for the minority
sharcholders to receiv - & 2
receive their returns from their own share or investment

(Dharwadkar, George & Brandes, 2000). The agency theory posits that a greater
proportion of ownership concentration will help to reduce the sell-secking
interest of managers. This will then translate to have positive effect on firm
performance.

The 1dea is that a small number of key shareholders who happen to be
the largest shareholders are given the opportunity to participate in the decision-
making process as well as the control of management behaviour. Shareholders
with large shares are concerned with the controlling and monitoring activities
of management unlike sharcholders with small shares. This is primarily because
of their huge investment in the share capital of the company and therefore their
risk level is significantly higher than the minority sharcholders (Nikola cvna.
2019).

Jensen and Meckling (1976) argued that ownership concentration can
increase the value of a firm because they have effective control of the operations
of the firm. This leads to disclosure and transparency in governance.
Concentrated shareholders have the right to institute measures that will lead to
the reduction of self-seeking behaviour of managers. Yan (2017) averred that
these rights are as a result of their high stake in shares in the company. hence

the supervision of shareholders is related to the shares they own.

Regulatory Compliance

OECD (2004) araued that regulatory. su pervisory enforcement agencies
= = = iy

ht to have the authority. resources and integrity to actually fulfil their
ought ave ¢ ;
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responsibilities in IS o=
anobjective and professional manner. In the view of Klapper

and' ' Love-(2004). corparis :
) corporate governance takes various mechanisms owing 1o

dilferences in the structure of cer e o
he structure of corporate institutions and firms in different
countries. For ins S o TR ; 1 ! ;
For instance, in the area of regulation by various professional bodies

and countries. board structure. ownership structure and composition of board
may vary. The corporate governance structure basically relies on the regulatory.
legal and institutional environment.

Regulatory compliance in relation to corporate governance in the
banking fraternity is a mechanism of protecting the general public from losing
their investment. Put differently, compliance with corporate governance can
increase the value of sharcholders and protect the interest of other stakeholders
as well. Kirkpatrick (2009) provided evidence that managers of companies that
adhere to regulations lead to the increase of discipline of owners and other
stakeholders hence increasing compliance with corporate governance

Compliance with respect to corporate governance structure is a key
requisite in current business management practices. This is duly supported by
funds which can ultimately lead to improved public trust of the companics.
Madhani and Sapovadia (2013) posits that quite a number of banks in the
banking industry have experienced scandals and financial crises due to poor

supervision as a result of non-compliance with corporate governance. ['he

sustainability of business to a larger extent depends on corporale governance
Sl « o
compliance.

Disclosing of significant information that are vivid. relevant and

ain aspects of time permits stakeholders

accurate in addition to focusing on cert

L aluate how management works. Fung (2014) was ol the view that
o evalué
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complying with governance « -
YAt governance can be g significant feature behind a firm's success.

Regulatory compli
g ) pliance S -
Pliance and pe; formance can be verified and evaluated based on

the disclosures (r Sty y
rom the listed companies which are published annually in their

annual report. This de e )
| I'his demonstrates how acompany is transparent in their activities

(Dewayanto. Rahmawati & Suhardjanto, 2020)

Type of bank (Foreign and Domestic ban k)

Type of bank which constitute foreign and domestic banks were used as
moderators in this study. They were employed to moderate the effect between
corporate governance and performance of banks as well as moderate the
relationship between corporate governance and regulatory compliance. With
respect to the theoretical underpinning of these moderators, they are linked with
institutional theory. Institutional theory describes how firms operate and
achieve social. political and economic legitimacy in a particular economy. As a
result. organisations establish regulations and operational norms that prevent
inappropriate organizational behaviour while also encouraging appropriate
corporate behaviour (Peters, 2000)

Lee and Hsieh (2014) averred in literature related to foreign banks that
there was no concrete theory backing international banking in markets that are

emeraing. They put forward the hypothesis that focusses on the global and the

~, N = 7 = c @ 170 i > (T
home field advantage. The global advantage hypothesis emphasizes that foreign

banks use complex and state of theart technology. These are incentives for them
< - . .

to have competitive advantage. They also possess larger capital adequacy and
; g

have expertise in risk management. Comparatively, foreign banks have
(8 B

competitive advantage and are stable as compared to domestic banks. Domestic

i i field may be advantageous as compared to the
banks. by virtue of the home y
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foreign banks becayse i
g ecause - S - (i '

it has a lot of comprehensive information and

understanding of sstic . :
anding of the domestic banking market with enough concentration on

customer knowledge and information.
) e A T aw 1 ¥ 1 I i
Quite a number of extant studies on foreign banks in developing
cconomies have largely concentrated on how the forcign banks alfect

competition and efficiency in banking,

Performance Measures

The process of measuring an activity's effectiveness and efficiency is
referred to as performance measurement (Neely. Gregory & Platts, 1995).
Performance measurement is seen to be in a more vital role to accounting and
quantification in the current business management (Koufopoulos, Zoumbos &
Argyropoulou, 2008). This is in line with the work of Bititci. Carrie and
McDevitt (1997) who defined performance management as the process whereby
the firms’ performance is directly linked with the corporate strategies and

overall objectives.
Moreover. the benefits derived from the shares of sharcholders of'a firm

can be described as firms’ value. The firm’s performance can be seen from the

annual report of the firm. In effect. a better performing firm will result in quality

disclosure and transparency. Performance measurement is significant in relation

{0 efficient management of any firm. If the outcome is not measured. the

procedure  for improvement is not possible (Rouf & Abdur, 2011). Firm

performance improvement, therefore. requires measurement 10 ascertain how
<

the firms’ resources impact the performance of the business (Sharma. Gadene
e - ¢ 2 ¢ S 3

& David. 2002).
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A firm's (inanci -
- s linancial st :
ancial stability can be measured by its profit-making

capability, its ility aximi
I ) capability to maximize the value of its capital. and its ability to

repay its short-and long-term liabilities. Various methods of financial analyses
can be employed to assess financial performance. Choosing a particular method
can be influenced by the purpose. time and resource. The main objective is to
achieve the needed level of complexity in assessing firms and its related

activities (Myskova & Hajek. 2017).

Financial ratios are primarily employed due to their simpleness and
provision ol additional information value. It is casier to analyze trend. cross-
sectional and comparative analysis using these financial ratios. Indicators of
profitability. liquidity. solvency. capital structure. and capital market
performance are usually grouped together as financial ratios. They are widely
accepted and used approaches of financial analyses because they serve as mput
data of more sophisticated mathematical model.

The study adopted three speciflic ratios. Return on equity. return on asset
and net interest income. Since corporate governance and agency theory focus
on shareholders. there is the need to employ the return on equity as a
indicator. Secondly. the study adopted net interest margin because

pcrformancc

the concentration was on banks in Sub Saharan Africa. Return on asset wasalso

part of the performance indicators because of its ability to generate revenue

from the assets of the banks.

Return on asset (ROA)

Carter et al. (2010) states that return on assets can be defined as the
2 A

bility of a company Lo generate accounting revenues exceeding actual expenses
el < B =

based on a given port folio of assets. Itis computed as net profit afier tax divided
¢ 4=
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©
by total assets which clearly demonstr

ates how a bank is judiciously employing

its asset in order to uc i
O vener: 3 Ap
generate income. The challenge of return on asset is that it

does not include off balapee .
¢ off balance shee items. This leads to understating the true
value of the asset. Thic can cranfa o 1o :
asset. This can create a bias. which IS positive, anyway. where return

on asset is overstated in the asces vl
¢ overstated in the assessment of performance of banks. Regardless of

this challenee. it still remaine 1
atienge. 1t still remains a very good method of measuring profitability of

bank.

) ot : s Aer s ; it

Return on asset describes how ethiciently managers have used the asset
o gencrate better returns. Return on asset is viewed as a good measure of
performance because it is not vulnerable in the short term. It is a concrete
measure of performance since it is not volatile or vulnerable during the short

lerm.

Net Interest Margin

In an economy, banks represent financial intermediation. which means
that when interest margins are lower. the welfare of the population can be
enhanced. Interest rates spread are generally higher in African countries as
compared to the developed countries. Mensah. Abor. Aboagye and Adjasi
(2012) provided evidence that the high interest rates in African countries means
banks are operating less efficiently and this results to serious consequences for
the survival of the private sector and the economy at large and this leads to high
cost of borrowing. Ghana, for instance, is noted as one of the economies with
laraest interest rate spreads (Gockel & Mensah. 2006).

Net interest margin is calculated or computed as ratio of net interest
income to the total earning asset. This method is not widely used as compared
1 return on equity. It, however, summarizes the efficiency

1o return on asset al
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ol banks interest-beari
& erest-bearing assets. When the net interest margin is larger. it

implies the bank has bee e
| < has been able 1o manage the banks’ interest-bearine assets. Net
interest margin is A L
argin is a measure of the bank's ability to generate interest income as

a result of the performance af the : ;
I the performance of the bank in lending out money. The income of

banks stronely depe et
end e erenc i i
aly pends on the difference between interest and the loan given
out. The higher the net interest margin by the bank. the higher the interest
imncome on the asset which eventually increases the bank’s profitability (Kusrina

& Fatimah. 2021).

For the purposes of assessing the profitability of a bank. net interest
margin is mostly used. The reason for this is that interest income and interest
expense are the most significant component of a bank's major operations. and

make up the majority of their operating income (Gunter et al., 2013).

Return on equity (ROE)

Return on equity is the favourite of all the financial performance
measures and it is widely employed method for measuring financial
performance of firms. [t measures the returns that investors or shareholders
received in a given year. Return on equity measures the returns that the
sharcholders received ina given fiscal year. Returnon equity increases the profit

and wealth of firms and that is the objective of every business hence 1t 1s seen

as the true measure of performance. The effectiveness and efficiency of firms

can be assessed by using return on equity since it demonstrates how banks
e D3 - Y o

reinvest its earnings to generate future profit (Rappaport. RO

e casure profitability and
A bank's return on equity 1s commonly used to measure profitat ility an

the efficiency of the banks can be assessed by applying ROE because it

einvest its earnings to generate future profit. The
demonstrates how banks reinvest its earnings to genere p
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icrease of retur NeThtha o)
ctirn-on equity depends on the capitalization of the banks and

operating profit marein. The o : -
perating profit margin. The expansion of return of equity will be delayed if a

bank is highly capitalized through the Tier | capital adequacy ratio (CAR) or

Flsk-wWelohted canitallademiia s s - ] )
A ghted capital adequacy ratio. The increase of the operating margin.

however. can smoothly promote the return on equity (Arora & Sharma, 2010).

Return on equity depends on the capital management activities. When
the banks employ capital more effectively and efficiently. they will have better
financial gearing and subsequently lead to a higher return on equity. Financial
institutions with a higher financial leverage multiplier can utilize a smaller pool
of stakeholder funds to produce higher interest-bearing assets. thereby
maximizing profits (Arora & Sharma. 2016).

On the other hand. an increase in return on equity can also show more
risk. as high risk could increase earnings and this can indicate that return on
equity increases returns or earnings but also becomes riskier as debt is added.
thus demonstrating a stronger financial position. There is plethora of literature
that has used return on equity as one of the main performances (Arora &
Sharma. 2016: Chahal & Kumari. 2013).

Return on equity focuses on investors and returns for shareholders.
Return on equity deals with raising cash internally. hence they can use the
various profitable reinvestment opportunity in the future. Return on equity isa
significant indicator in measuring the performance of banks and has been

researched widely in prior studies. Foong-ming (2008) opined that efficiency of
v oC¢ o

' ing retur 1ity which indicates the extent to
banks can be assessed by using return on equit)

which reinvested funds by banksare used to generate future earnings.
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The measureme Flinki
< 1 . v g
entoflinking profit to shareholder's fund is normally used

to determine banks' performance. Profit :
anks' performance. Profit generating efficiency can be measured

using retur R : PO
g return on equity because it measures how much prolit a company can

generate. The increased return on equity implies that profit is increasing without
necessarily injecting fresh capital into the company. An increase in return on
equity implies that shareholders have access to enough cash for their
investment. In summary. when the return on equity is higher, it is better for both
the.company and the shareholder. Furthermore, return on equity relies on the
retained carnings from the previous periods and provides information to
shareholders. It simply provides information to shareholders on how capital is

reinvested efficiently in the various banks (Arora & Sharma. 20106).

Control Variables
Financial Leverage

[t is the debt stock of a company to equity. Extreme level of leverage
means is being controlled by creditors. which motivates one to mitigate the

ency costs. This helps to increase the level of transparency that is required by

u
creditors. Expectations are that there should be an adverse effect between debt-

lo-ratio to agency cost and a positive relationship between debt to equity 1o asset
=1c = 2 <

rnover. Total debt in relation to total asset is a leverage ratio that describes the

total amount of debt in relation Lo assets.

Debt-to-equity is therefore expected to correlate negatively with agency

ysts and correlate positively with asset turnover. Total debt to total assets is a
COSIS ¢ >

| ratio used to gauge the total amount of debt relative to assets. This
everage ré gaug

I = 1

119 > o (@) f:VL a ¢ d | S lli ’h(.«l \b"hiCh l(‘}d(IS lO nan idl I'isl\' 5
. v f ar e r]lso becon e bl >
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This ratio is mq !
O Ik > lade 2 . .
de up of short term and long-term debt as well as total assets.

Myers and Majluf AT
: ¢ ajluf (1984) established that are highly profitable and able to

generate high profits able to e . . ; :
Sl tble to employ debt leverage capital with equity than those

that are unable to generate high profit

Firm size

Itis computed as the logarithm of total asset. Vast firms generally have
less agency cost because of their economies of scale and their potential to attract
resource. Expectations are that the size ofa firm will have an adverse effect with
agency cost and also have a positive relationship with asset turnover. In most
prior studies of determinants ol bank performance, total asset is employed as a
measure for size of bank. It is normally used to determine diseconomies or
economies of scale in the banking industry. Moreover. the size ol bank is linked
with diversification which is in support of product and risk portfolio.

Economies of scale in the view of (Klomp & De Haan, 2012) will
mitigate the gathering and processing cost of information which will lead to a
positive relationship with performance. Banks that are large or vast will show
adverse effect between size and performance due to agency cost and

bureaucracy.

The Basel Accords

Boora and Kavita (2018) explain that The Basel committee puts together

and releases supervisory benchmarks for effective and efficient supervision of

the banking industry which is fundamentally known as The Basel Accords. The
< =) -

Basel Accords are international accepted regulatory mechanisms that govern the

erations of banks with (he intention of mitigating risk in the banking industry
operé
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(Du. Bhattacharva & Se : .
¢ ya & Sen, 2010). It is established that the Basel Accords are not

reeulations or (re; SoRE :
caty. however they are followed by banking and financial

reculators i i T 4
gulators including developed and developing countries (Boora, 2018).
Lessambo (2013 o " .
bo (2013) posits that the Basel Accords serves as international

banking benchmark for the pur - : o 5
- chmark for the purposes of regulations and supervision of the

banking i v The Race : ]
King industry. The Basel Accords focusses on structured system which

facilitates banking and financial regulators and supervisors by identifying risks.
Furthermore. the Basel Accords provides a formal system which link the risks
identified directly to the capital of the banks. The Basel Accords, hence provide
a structure for reducing the risks inherent in the banking industry.

Boora (2018) explain that the Basel 111 Accords is seen as international
regulations of the banking industry which provide vast opportunity for
enhancing the risk management system. The main protocols to risk management
are adopting international capital standards and the Basel Core Principles for
Effective Bank Supervision. One of the essential aspects in comprehending the
Rasel Accords. however, is that the rules and regulations issued by the Basel
Committee are not supposed to be strictly binding (Ayadi etal.. 2016).

The Basel committee have specifically issued three accords. They are
Basel 1. 11 and 111. All the three accords. however. relates to each other and
reflect recent development in the banking industry. The Basel Accords agrees
(hat maintaining high level capital alone is not sufficient and guarantee to ensure

(inancial stability. hence these accords assist the banking industry to mitigate
‘ < DO

risk (Lessambo. 2013).
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Corporate Gover
vernance fr . 3 A :
rom the perspective of Organisation for

Economic Co-operation ang Development (OECD)

Florin. Elena : oo
a and Carmen (2010) averred that corporate governance

codes have their main source from OECD and most countries’ corporate
governance principles and rules emerged from OECD. Many governances
related problems are as a result of separation of ownership and control. With
respect to the importance associated to shareholder right in law. Increasing the
value of shareholders is the most significant tasks of any corporate governance
mechanism (Aquilera & Cuervo-Cazurra. 2004).

A good governance framework is one that minimises the cost of the
agency in the system while ensuring a balance between accountability and
power. A better corporate governance framework should make provision for
incentives for management to undertake the objective of the company which
should be in line with shareholders interest by monitoring. supervising and
ensuring performance of firms (Aquilera & Cuervo-Cazurra, 2004).

The OECD framework or principle was established in 1999. The main
objective was to develop a framework that various governments could adopt to
enhance and enhance the legal. institutional. and regulatory framework for
corporate governance (OECD. 2004). Stock exchanges. companies and
investors could also adopt these principles. It must be established that the OECD

framework or principle is not compulsory for countries to adopt. neither is it

s ion i icallv voluntarily because they only serve as a
legally binding. Adoption 1s basically voluntarily ‘ y onl) ¢

: e fies | development of their own codes.
benchmark that can be used by countrics in the I

Ever since the principles came into existence, various government, stock
= VCE

xchanges and companies have adopted it. The principles are always subject to
excnanges d
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review by representativec af (i: S
) tepresentatives of thirty countries in order to ensure that they are in

line with changing demands in the regulatory and changing environment.
The OECD principles is internationally recognized as an international
benchmark for sound corporate governance. Regulatory agencies, government
corporations and even non-OECD countries have adopted principle.

Manawaduge (2012) indicated that the principles were revised in 2004 to
include developments because the initial release which focused on value
maximization and sharcholders right has been strengthened. The new revised
principle now focuses on the measure of an effective corporate governance

structure. Shareholders right, role of shareholders and guidelines for ensuring

that disclosures are done in an accountable and transparent manner.

Corporate and transparent Governance in Sub Saharan African

The concept of corporate governance in Africa came into light in 1998
in a World Bank report which was assessing a decade of structural adjustment
lending period. According to Kerandi (2008), the topic of African governance
was first mentioned in a World Bank report reviewing 10 years of structural
adjustment lending experience in 1988. "Severe institutional and management
shortcomings in the public and private sectors have proven unexpectedly critical
as impediments to improved performance,” according to the rescarch.

Kerandi (2008) opined that the concept of “good governance™ was

) L £ . - ey vhe o -i-,-‘ |n
reechoed in 1989 World Bank report on Sub Saharan Africa when the crises

(he region was referred to as ~crisis of governance. Since then. international
W EL LELR =

financial institutions concentrate on promoting and improving the efficiency
¢ <l

and effectiveness of public sector institutions and the performance of public
[S

policies. Naim (2000) established that for the purposes of reforms, the
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Owing to thes
& eS¢ advantaoces sl gl . 1
antages, quite a number of Sub-Saharan A frican

countries have : o~ iy ,
Aveadopted the codes of corporate governance practices which have

international recooniti ' _
UVl recognition and been used in developing countries. These

vuidelines or code i L
S codes which are termed as “best practices™ were formulated on

similar codes issued bv (OF
ar codes issued by (OECD, 2004). Hearn (201 1) remarked that most of the

corporate cover o e i S N3 ! o
porale governance codes which have been enforced in Sub Saharan Africa

‘IMe A Q &7 ~ S - . & - 1 3
cmanates from the dey eloped countries. Implementation and enforcement of

law mitigates the gap in information between managers and agents of companies
which leads to the reduction of external linancing. Rossouw (2005) posits that
quite a number of Sub-Saharan African countrics have weak legal and
regulatory system. These countries lack some of the law and regulations that
will legitimately protect the interest of various stakeholders.

Opara (201 1) asserts that there are very good laws but the problem is the
lack of enforcement of these laws. Kaulmann et al. (2009) also asserts that the
practice of bureaucracy and corruption are seen to be on the ascendancy in Sub
Saharan Arica. Since corporate governance reforms are beneficial. most
countries across Sub-Saharan Africa have developed their own corporate
governance codes. A key characteristic in these codes is the fact that it is self -
regulatory. Rossouw (2005) suggested that firms should go beyond the
adaptation of the code by considering good corporate governance that led to best
business practice.

The codes. generally. centers on corporate governance at the firm level
as compared to the regulatory level (Rossouw, 2005). Many of these codes too
are in line with international recommendations such as those proposed by
bjective of the codes is to assist firms to

OECD (2004) and Cadbury. The o

8
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promote and improve thejr
]L\ ~ - . Y SOV > S ifi
I corporate governance structure. Specifically. the

codes deal with the separat; _
1€ separation of the chairperson and the chief executive officer

position.

Chapter Summary

The chapter reviewed the various concepts and related issues on
corporate governance that are capable of having impact on performance and
regulatory compliance. Specifically, the chapter dealt with the board structure
and ownership structure of corporate governance. They were board size. board
independence. audit committee, board diversity, managerial ownership.
institutional ownership and ownership concentration. Literature was also
reviewed on regulatory compliance. Three key performance indicators (return
on asset. net interest income and return on equity) were also reviewed. Review

of two control variables were also done. Finally. a moderation variable (type ol

bank) was also reviewed.
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RESEARCH METHO DS

Introduction

This chapter f |
pter focuses on the research methodologies of the study.

According to Creswe
g to Creswell (2003), the research methodologies are the foundation

around which the entire research js based. The research should be situated
within a research paradigm and a technique that is viable with the research
paradigm chosen in order to effectively select the best methods for doing
rescarch (Creswell. 2003). The selected research methods to a large extent focus
on the ways and means in which data was collected and analysed.

In brief, this chapter focuses on the methods that will be used to carry
out the study. Consi-deral[on will specifically be given to the research
philosophy. research design. research approach, study area. data collection and
sampling procedure. definition and measurement of variables and estimation

technique. The chapter then concludes with the chapter summary.

Research Philosophy
Rescarch philosophy is primarily defined as justification for choosing a

. e . 1 “ACONTC dacitivie .
specific  procedure or method of conducting research. Positivist and

interpretivist are the two main paradigms or approaches to research. These

different orientations or views depict how knowledge is conceived or developed

contribute immensely its role in business and management research (Saunders.

Lewis & Thornhill. 2009). Bryman (2008) described philosophical assumptions

as a system of beliefs that addresses what ought to be studied. the manner in
« [S I

which the research should be conducted and how the interpretations of the

findings should be.
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In a nut shell
¢ s . thev are vener T L
Y are general orientations the researcher holds about

the world (Creswell 2 ]
(Creswell, 2009). Lincoln and Guba (1985) suggest that a paradigm

consist of the impressi 5
= Hmpression of researchers about the way research should be

carried. It also de ol .
. also deals with the truth and reality (ontology) and how researchers

establish what the tr S T o
at the truth or reality is (epistemology). Collis and Hussey (2003)

averred that choosing a specific methodology by a researcher is determined by
the philosophical assumptions about the ontology and epistemology.

Burrell and Morgan (2017) posit that a number of types of assumptions
will be made at every stage in research whether one is aware consciously or not.
Some of these propositions or assumptions about human knowledge which is
the epistemological assumptions. and the realities one that are encountered in
research which constitute the ontological assumptions and the manner and the
extent one’s values affect the process of research which constitute the
axiological assumptions.

These propositions undoubtedly shape how research questions are
understood. the method one employs and how the findings are interpreted
(Crotty. 1998). A carefully design assumptions will lead to a research
philosophy being credible which will deal with one’s methodological choice.
strategy of rescarch. data collection techniques and analyses. This makes it
casier for a coherent research project to be designed which will inculcate all
elements of rescarch.

lohnson (2006) asserts that as researchers of business and management.

there is the need for on¢ (o be aware of the philosophical commitments one

makes through the choice of rescarch strategy. This is necessary because it il

have a significant effect on what one does and the level of understanding of
¢ C @ =

|
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g researched. Positivic : : 5
stuvism deals with philosophical position of the

natural scientist th: il :
at makes an observation based on reality in order to make a

generalization,

Crotty: (1998). aver . :
Yy (1998) avers one can epistemologically concentrate on

discovering observable S
ng observable and facts that can be measured. It must be established

tha > na the s S, :
al phenomena that one can observe and quantify will ultimately lead the

production of credible data. The rescarcher concentrates on facts. identifies
causality. mitigates phenomena to the simplest form. establish or formulate
hypotheses and subject them to testing. This focusses on operationalization of
concepts and measurement of these concepts with large sample size (Saunders,
[.ewis & Thornhill. 2007).

Honebein (1996) explains the constructivism philosophical paradigm as
method in which individuals construct their own knowledge and understanding
of the world. Thev do this through experiences and they reflect on these
experiences.  Constructivism philosophers are of the opinion that people try to
appreciate and understand of the world in which they live and work.
Experiences are subjected to individual subjective meaning. The researcher tries
10 look for views that are complex as compared to aligning themselves to narrow
meaning into few categories or ideas. The main purpose of the research is to
depend on the participants’ opinions of the situation being studied. They interact
with other people and so the questions become broad and general so that the

researcher can end up constructing the meaning of the situation.

Constructivists assert that reality is subjective. This is because

individual participants are involved and they are varied. The constructivists, in
(4

. - . . A 1 D =0y atr
4 nutshell. believe that reality is subjective and not objective. Pragmatic
¢ ;
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i 9
philosophers do accEnt At
I notaccept attempts to com prehend knowledge by subjecting to

some specific fi ic i :
| ¢ foundational beljefs. With respect to pragmatism. general method

of enquiry ¢ specific beliefk : .
juiry and specific beliefs should be judged by their outcome and usefulness

in achieving human goals.

Godfrey-Smith (2015) focus on the primary of role of knowledge in
euiding action and practical: problem solving. It is technically out of place for
a pragmatist to claim that the focus of direction or to select between theories
should depend on practical or commercial demand. Pragmatists are of the view
that concepts are only important when they are supported by action. The
research. for a pragmatist. commences with a problem with an objective to
contribute practical solutions that deal with future practice. The rellexive
process ol enquiry which is as a result of doubt and an implication that
something is fundamentally incorrect or out of place with the intention to re-
create belief when the problem is settled (Elkjaer & Simpson, 2011).

This study was subjected to positivist research design. This is because it

oe. literature review. conceptual review and

<

depended on body of knowled
scientific procedure and hypotheses formulation from which observations were
captured in order to determine the truth or otherwise of the stated hypotheses.

The study verified propositions through empirical tests.

Research Approach

Campbell et. al. (2004) explained that regardless of the rescarch
; ;

approach as to whether it is qualitative or quantitative. the main task is to explain
3 (8

the phenomena Most researchers who have tried to define, criticize, argue and

ounter argue in relation to research approaches center primarily on the methods
© bz

llection of data, analyses of data and summary of findings. It is an established
colle ata,
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fact that both positivict
¢ é OsItivist sl S :
! and constructivists have not made any assertion that one

instrument is reliable : ali AT
reliable and valid than the order. This means that both approaches

are meant to achieve the same goal.

[tis important to choose a research paradigm with the suitable research
approach. Comprehending these research approaches helps in making the
appropriate selection of research methods. Deductive and inductive are two
main rescarch approaches (Saunders et al.. 2007). Choosing a specific research
approach depends on the researcher’s orientation. If a researcher is positivist.
then quantification of data will his or her interest. hence will adopt a quantitative
research approach.

On the other hand. if a researcher is an interpretivist, then qualification
of data will be the order of the day. hence will adopt the qualitative approach.
[ the researcher, however, is pragmatic then the researcher will combine both
quantification and qualification of the data. hence the approach will be a mixed
method. Observation. open-ended questions. interviews and field notes are all
qualitative data instruments used for data collection from participants.

The participants are involved and therefore makes qualitative research
approach create a vast understanding of bahaviour and perspective. Qualitative
research approach provides evidence about real life situation (Leedy & Ormrod,
2014). Eyisi (2016) opined that the collection of qualitative data such as picture
and words by the researcher who happens to be part of the instrument makes
qualitative research well positioned for providing factual and descriptive data.
Leedy and Ormrod (2014) asserts that the theory that emerge from data permits

the researcher to construct and reconstruct theories where applicable and based
- <

on the data generated. instead of testing the data generated by other researchers
< = 3
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elsewhere. Participant's exprecc: .
pant s expressions and experiences are easily comprehended

ina situati Tl e o s
a situation where there are scanty or no information about them.

Trevena et al. (2013) defined quantitative research as research which
seeks o analyse research objectives through numerical measurement and
analyses of data. Kothari (2004) posits that the quantitative research approach
is based on the ontological proposition that the concept of reality is based on
facts and experiences. Cooper and Schindler (2011) assert that quantitative
research is used when the direction of the research is to explain. describe and
predict. while the researcher avoids bias by maintaining a distance. The use of
probability sampling and statistical analyses is associated with quantitative
research approach and the findings can be generalized to the study population
(Cooper & Schindler. 2011).

There are several benefits of quantitative research. It is appropriate for
carrying out study with a large sample size. It also saves time and it is cost
effective. With quantitative research. one can also generalize the rescarch
findings when the results are valid and reliable (Leedy & Ormrod. 2010).
Sarantakos (2005) disclosed that the research procedure is predetermined hence
may limit the effectiveness of the research process.

Both quantitative and qualitative research approaches have limitations.
In Order to solve this problem. quantitative and qualitative research approaches
are employed which results in the mixed method approach (Johnson,
Onwuegbuzie & Turner. 2007). Put differently, mixed methods rescarch deals

with the integration of quantitative and qualitative research in the collection and

analysis of data to be investigated (Fetters. Curry & Creswell, 2013).
analy ,
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With respect to explor :
SPECLto exploratory mixed methods design. the rescarcher. first

and foremost. collects . P
. collects and analyses qualitative data and makes use of the

findings of the qualitative dar- WA :
. the qualitative data to address quantitative data collection. With the

explanatory sequential mixed methods design. on the other hand. the

investigator collects and analyses quantitative data to address the qualitative
data collection. It is established that the mixed method approach could be
expensive and time consu ming. however. it is advantageous because it has the
combined effort of both the quantitative and qualitative research approach
(Cooper & Schindler, 201 1).

This study adopted the quantitative approach. Since scientific method
lor data collection and analyses are employed. generalization of the findings
become feasible with this approach. Popay. Rogers and Williams (1998) aver
that the discussion of research results should not be viewed as a mere
coincidence. Denscombe (1998) asserts that in quantitative research. the
researcher is detached from the research. hence can be concluded as a strength
of quantitative research.

Since the researcher is not in direct contact with the participants. the
concept of researcher being bias in the process of the data collection will be
eliminated. Pu differently, the objectivity and the fairness of the researcher will

not be compromised. Respondent anonymity is also highly guaranteed

(Creswell. 2009).
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Research Desion
Saunders et al. (2009) explain that rese

arch design is the general plan

for conductine. i i i
g, including the strategy, the data collection. the time horizon and

the analysis procedure. The receareh dac: oo
analysis procedure. The research design can be descriptive. explanatory and

exploratory.  This  study adopted the descriptive research design. The
terminology of descriptive survey rescarch is designed to gather vital and
precise data concerning the existing status of phenomena and, whenever
possible. to draw valid generalisations for the facts obtained without interfering
or controlling the circumstance. These calibers of studies are not only restricted
to fact finding but may normally lead to the formulation of essential principles
of knowledge and finding solution to important problems relating to state.
national and international issues.

The study employed a panel data taking into consideration cross-section
and time component to test relationships and hypothesis. Panel data is made up
ol multiple observation on cach sampling unit. [t could be created by combining
time-series data from a variety of cross-sectional units, such as countries.
regions. states. businesses. or randomly sampled homes (Baltagi. 2014).
Kennedy (2008) argued that panel data explores more issties as compared to the
individual effort of time-series data and cross-sectional data (Baltagi, 2014)
summarizes what panel data does. It provides more informative data. addresses
the issue of collinearity. greater variability, high efficiency and more degree of
freedom. Simply put. panel data ties to identify a group of traits taking into

consideration the problem of heterogeneity which present among individual
C & b

units.
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Furthermore 3
ore, o g - c <
quite a number of data pomnts are used in panel data

modeling which enhance
g which enhances the problem degree of freedom. Short (1979) and

Bourke (1989 1 . ;
studie e . : : .
) edia variety ol functional forms and found that the linear

mode . sacl B
del produces findings that are as good as other functional forms. It is

therefore s e . .
efore not uncommon to experience that quite a number of literatures on

performance of banks have opted for the linear functional form which is scen as
an appropriate form for analyses. This study adopted the linear form to analyse

the pancl data. The collinearity among the explanatory variables is also

mitigated to the extent that the efficiency of economic estimates is enhanced.

Population of the Study

Cooper and Schindler (2011) described population as the overall
collection of elements whereby rescarchers make some inferences. Statistically.
a population is employved to mean the total number of persons or objects or
phenomena that make up the focus of research and inferences that need to be
cstablished. The population for this study includes listed banks in the Sub-
Saharan African Anglophone countries. For the purposes of this study. Sub
Saharan African Anglophones countries which constitute the population include
Botswana. Gambia, Ghana., Kenya. Liberia. Malawi, Mozambique. Nigeria,
Namibia. Sierra Leone. South Africa. Tanzania. Uganda. Zambia and
Zimbabwe. The study focused on Anglophone countries due to the availability

and simplicity of the data from the Anglophone Sub Saharan African Countries.
Sample size selection

There are challenges when determining the inclusion and exclusion

criteria when using a secondary data fora study. The list of criteria sets the stage
(4
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ool and plays a direct role in the feasibility of a study. An

inclusion or exclusi ist i
xclusion list js g balance yet specific criteria to determine the

sample of a studv. Fir . "
¢ y. First of all, the study focused on Sub-Saharan Africa.

specifically the ¢ - . :
i ally the anglophone speaking countries. The data span was from 201 |

to 2020. ¢ itutine a peri saie
constituting a period of ten years. This was the period where some

couple of banks collapsed and became defunct. Additionally. some countries
within that period reviewed their corporate governance codes.

The choice was reinforced by the study’s intent to observe variations
across banks in terms of corporate governance in the period of stay in the
industry. It must be established that the capital market (stock exchange) is not
well developed in Sub Saharan Anglophone African countries. In fact, there are
still quite a number of African countries who still don’t have a stock exchange.
The selected countries were Ghana, Kenya, Nigeria. Botswana and Malawi.

The criteria for selection of the sample were based on Institutional
frameworks for corporate governance which are all formulated from OECD

principles of corporale governance and countries that have active stock

exchange market. Regulatory compliance which is one of the variables in this

study uses the OECD principles ol corporate governance as a benchmark for

reoulation compliance. Most countries drafted their codes of best practices ol

corporale governance from the OECD guidelines and principles of corporate
< -
governance.

A”‘liﬂ [hegc Countl'ies ]'IEIVC thil' own C()l'p()l'me gOVCl‘mlnCC CO(I(‘:S
=& ) e

hich were developed by Security and Exchange Commission. Selection of the
which were de )

at have at least four listed banks that are

countries was also based on cou ntries th

; M \
i oreover, Ghanaian, Nigerian, Kenya.
[ ithi o el o1 SLogal B

active within the |
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governance in their respeeti :
Cirrespective countries. In 2010, The Securities and Exchange

Commission of ¢
S¢ of Ghana release ]
sed a code : racti
aseda code of best practices on corporate RIS R

in Ghana. It w e,
¢ as published to supplement the existing rules for effective

corporate governance, which include ; A
S ance. which include the Companies Code of 1963 (Act 179).

the Securities Industry Laws of 1993 (PNDCL 333). and the Securities Industry
Act 0I'2000.

Recently. Bank of Ghana also released Corporate  Governance
Directives in 2018 to regulate the activities of banks in the country. With respect
to Nigeria, in 2003. the Securities and Exchange Commission (SEC) issued the
code of best practice of corporate governance and in 2006, the Central Bank of
Nigeria (CBN) also issued the code of corporate governance for the banking
industry. Nigeria has also released new Corporate Governance Codes in 2020.
With respect to Kenya, the Private Sector Initiative for Corporate Governance
developed and adopted a national code of best practices in 1999 to guide and
regulate their corporate governance of firms in Kenya.

The institutionalisation of corporate governance concepts in Kenya led
to the capital market authority's formulation of guidelines on corporate
governance standards for all public businesses that were listed on the exchange
in 2002. South Africa was exempted from the list of countries because the
Johannesburg stock exchange is highly capitalized and the largest stock

xchanee in Africa. Adding it to the list of countries can cause the data to be
exchange m Africa. g

I d. Zimbabwe was also excluded because of the high inflationary figures
skewed. L ¢

within that period.
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MRS In Ghana were Access bank. GCB bank. Cal bank.

Ecobank, Sy - .
= - Standard o T L T
Chartered. Societe General bank. Republic bank and

Agricultural : e x
& al and Dey elopment bank. The listed banks for Kenya are ABSA.

CFC Stanbic bank D: -
C Stanbic bank. Diamond Trust bank. Equity Group bank, I & M bank.

Kenya Commerci: ;
b cial bank. N ; e ; : B i
¢ k. National bank of Kenya, National Industrial Credit

Bank, St d Chattered of & :
% Standard Chattered of Kenya, Cooperative Bank of Kenya, BK Group

Bank. Housing Finance Bank. The Nioerian 1:
¢ & Pnance Bank. The Nigerian listed banks are Abbey Mortgage

Bank. Access bank. Fidelity Bank. Guaranty Trust Bank. Sterling Bank. United
for Africa. Union Bank of Nigeria, Stanbic IBTC. Unity Bank, Wema Bank.
Zenith Bank. First Bank of Nigeria and First City Monument Bank. The listed
banks for Botswana were ABC bank. Standard Chartered. First National bank

and Absa. Finally, listed banks for Malawi were Standard bank, National bank

of Malawi. NBS bank and FMB.

Data Collection

Secondary sources were the main source of the data collection. Financial
data were retrieved [rom annual report of company’s website and African
financial.com. This was in consistent with prior studies who have also relied on
company’s annual account and financial report such as (Arora & Sharma, 2015:

Aminu. Aisha & Muhammad, 2015).

Model Specification

The study employed an econometric model which is consistent to the
work of other researchers predominantly used in extant literature. specifically
AN

(Mendoza & Rivera, 2017: Kingu, Macha & Gwahula, 2018). Green (2003)

sosits that panel data analyses is the discipline which is known to be one of the
pc i Rl
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Innovative areas of I i
s ol literature i ec ic. It i
crature in econometric, |t Is because panel data provides

evidence of rich epvir
€ny 3
ironment and advancement of estimation technique and

theoretical resuly
s. In panel data analyses, cross-sectional unit is studied over

time. Quite a number of i y
: nber of studies on performance of banks of country specific or

Cross-country have "OCr ev
Wy have 1o a larger extent employed panel data techniques.

he framework for panel data was set out by Verbeek (2008) as:

Yff:BU+BIX[[+}l{[ ...... il

Where:

Y = the value of dependent variable

[30 = the intercept

i = Coefficient of the independent variables
X = Independent variables

Subscript =i represent Cross—Sectional dimension
Subscript " denotes the Time Series dimension
£ = the disturbance or error term

The basic equation is thus expanded to four dependent variables which
are Return on Asset. Net interest income, return on equity and regulatory
compliance and seven independent variables namely board size. board
independence. audit commiltee, board diversity. managerial ownership
institutional ownership and ownership concentration. Financial leverage and

firm size are the control variables.

ROA; = a+ BiROA .y + B2BSic + aBlict B4AC; + BsBDjc + MO,

+ 3,104 +Bg0C; + +ByLVie + BioFSic + €i

NIM;, = o+ BiNIMje—1 + B2BSic + B3Blirt B4ACi + BsBDj + BeMOj,
=

3 B7IOit+BBOCit+B‘JLVit + ByoFSic + &t
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ROEH = Q4+ Bl ROE

RCE[ = o+ RC;

Subseript =i
Subscript =t
Po

ROA

NIM

ROE

RC

BS

Bl

BD

AC

MO

1O

oC

BT

b

-

—

it=1 %+ B2BSi + B3Blic+ B4ACi. + BsBD;, + BgMO;,
o BﬂOiri-BaOC-,t + BoLVip + ByoFSip + &5

it-1 + B2BS + B3 Bl + B4ACi; + BsBDi, + BsMO;,

+ B7[Oit+BUOCit+BQLV5t -+ BIO FS“ g

represent Cross—Sectional dimension

denotes the Time Series dimension.

Intercept

Net profit divided by total equity

Net interest income over total asset

Net profit divided by equity capital

Total compliance score over total number of disclosures
Number of total board members

Ratio of non-executive members over total board members.
Ratio of women on the board of directors

Total number of members on the audit committee

The proportion of the shares owned by the directors of the
bank

Proportion of shares held by institutions

Proportion of block ownership who have more than 5% of
shareholdings

Type of bank (foreign or domestic)

Total liability over total asset

oo of total asset

Error term
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In order to test he \
lest the moderating hypotheses. the study introduces an

interaction variable > of Thic : .
lable (type of bank). This is basically done to investigate the

effect of type Pl e s ;
ype of bank in explaining the relationship between corporate

governance ¢ >rlor i
g ance and performance of banks as well as corporate governance and

e lanyCRE R interprets and visualizes the interaction effect by using
the margins and margins plot of Stata. The interaction effects are tested through
the comparison of the confidence intervals represented in graphs. This is
constructed at 95% confidence intervals using STATA commands “margins”™
and “marginsplot.”” The visualization assists the study to establish the valid
statistical conclusions in relation to the hypotheses. All control variables in
equation are also excluded in the following models. The following three models
are estimated accordingly as:
ROA; = a+ ByROAj—; + B2 BSjp * BTje + BaBlip * BTie + B4AC; * BT

+ BsBDjr * BTy + BeMOij¢ + BT;

+ B7104, * BTy + BgOC; * BTj+PyLVig = BTj¢ + B1oFSic # BTj

= Eip
NIM;, = o+ B;ROA _; + B2BSie # BT; + B3Blj * BTjc + B4ACj * BT

+ BsBDj * BTy + BeMOie * BTi

+ B,10;; * BTjc + BgOCit * BT +BoLV; * BTj¢ + B1oFSic * BTy

e i
ROE;; = a+ B1ROAj—1 + B,BS;; * BT + B3Bli¢ * BTt + B4AC;; + BTj;

+ BsBDic * BT, + BsMOj¢ * BT;¢

+ B710j¢ * BTjc + BgOCic * BT+ BoLVi * BTjc + B10FSic * BTy

S 5
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RCiy = a+ :
it BiRCie-y + B2BS;¢ < BT, + BsBli¢ * BTiy + B4AC; + BT

it

+ BsBD;; « BTi¢ + BsMO;, = BT;;

* B710i¢ * BTi¢ + B4OCy, * BT+ BoLVi BTy, + ByoFS, BT,

]

T &j¢
Where ROAj is the ratio of net profit to total asset of bank i at time t.
NIM is the ratio of net interest income to total asset of bank i at time . ROE,
is the ratio of net profit to equity of bank i at time t, RCy, is the ratio of total
compliance score to total number of disclosures of bank i at time . BS, is the
board size of bank i at time t. Bl,, is the board independence of of bank i at time
L. BDi is the board diversity of bank i at time t. ACy is the audit committee of
bank i at time t. MO;, is the managerial ownership of bank i at time t. 10y is the
institutional ownership of bank i at time t, OC,, is the ownership concentration
of bank i at time t. BTj; is the bank type of bank i at time t, L Vi is the leverage
of bank i at time t. FS, is the lirm size of bank i at time t.

B1.B2. etc. are the corresponding coefficient vectors. € is the idiosyncratic error
term. The subscripts i and t range from | to N and [ to T. correspondingly.

where N is the number of banks and T is the number of periods in the dataset.

Description of the Model Variables
Table | depicts the description of the variables employed in the study
< o

and it also demonstrates how the dependent and independent variables were
[$ <

estimated.
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Table 1

VARIABLES DEFINITION

ROA
NIM

ROE

BS

BI

BD

AC
MO

1O

oC

BT

LV

FS
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EXBECTED
SIGN

Net profit divided by total asset (Al-
ahdal etal.. 2021)

Net interest income divided by total
asset (Chou & Buchdadi. 201 6)
Net profit divided by equity capital
(Al-ahdal et al., 2021)

F'otal compliance score over total
number of disclosures (Rahman. Al
Bahir, Choudhury, & Rabby, 2014)
Number of total board members
(Altawalbeh. 2020)

Ratio of non-executive members over

total board members (Rahman et al.,
2017)

Ratio of women on the board of
directors (Molla, Islam & Rahaman,
2021)

Number of audit committee members
(Saftiana etal.. 2014)

Ratio of directors™ shareholdings
(Valahzaghard & Salehi. 2012)

Ratio of institutional shareholdings
(Tomar & Bino, 2012)

Proportion of block ownership who
have 5% and above shareholding
(Altawalbeh. 2020)

Foreign or domestic bank (Pelletier.
2018)

Total liabilities over total asset (Al-
ahdal etal.. 2021)

LLog of total asset (Chaudhry et
al..2020)

Positive/negative

Positive/negative

Positive/negative

Positive/negative
Positive/negative
Positive/Negative

Positive/Negative

Positive/Negative

Positive/Negative

Source: Author’s Construct (2021)

Estimation Technique (System GMM)

consists of two basic subscrip

it from eithe

r being cross-section

used the system GMM for its estimations. A panel model data

96

¢ which are (i and t). These subscripts distinguish

al or time serics data. A panel data therefore
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contains a time serje B e .
© series and cross sections. It therefore has the characteristics of

time series data and cr i
C oCpN atfe e S 1
atd dnd cross-sectional data. It was established by Greene (2003)

that panel data is superior . : .
at ata 1s superior to cross sectional and time series data because it

solves the problem of individual heterogeneity.

Udin. Khan and Javid (2017) established a year lag of dependent
variable is added to the model as an independent variable to deal with the
dvnamics of adjustment and to mitigate the problem of endogeineity. In order
o ensure efficiency and consistency, the estimation technique used for the
analyses must be able to deal with both time series and cross-sectional series.
There are quite a number of panel model but the one specified take into
consideration the individual varying cffect which is also constant over time.
This specification permits the changes in the explained variables to be attributed
to the explanatory variables after the individual effects have been controlled for.

There is a distinction between the estimation of the dynamic model and
that of the static panel due to the addition of the lag dependent variable as an
independent variable. The model suffers from endogeneity due to the inclusion
of the lag-dependent variable as an independent variable. An alternative
estimator may be of significance in the model estimate to eliminate the
likelihood of bias due to the issue of endogeneity. Behr (2003) explained that
GMM instrumental variable (V) and direct bias corrected estimators are the
options available for the estimation of the model.

The system-estimator which was suggested by Blundell and Bond
(1998) deemed as most efficient and unbiased in the case of endogenous

Jredetermined regressors. On the other hand, the direct biased corrected
prede =

(imators which was also proposed by Arellano and Bond in 1991 (Behr, 2003)
esti £
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perform Similar function just Jike ; - .
J tke the GMM. The purpose of introducing

nstrumental variables ic (q " :
al variables is (o identify an instrument that will reduce the problem

of'endogeneity ; STl A
geneity in the model. An Istrument can be termed as a variable when it

satisfies b S relevanptats : o 5 iy ’
¢ s both the relevance and validity propositions. The key demerit in the

basic instrume siable ic : : S
¢ nent variable is the ease at which a relevant and valid instrument

can be identified and used (Balgati. 2014).

In order to reduce the burden of looking for an suitable instrument.
several researchers have developed a variant of the instrumental variable
estimators that employs the lags of the variables in the models (Anderson &
Hsio. 1982: Arrelano & Bond, 1991 Arellano & Bover. 1995: Blundell & Bond.
1998) Arellano-Bond (1991) argued that there are several instruments that can
be generated from a panel data, specifically. where *N* is the number of
individual observation and T is the maximum time period.

The Arellano and Bond estimator does not perform well as the
exogenous regressors in the model mcreases. The poor performance of the
Arellano and Bond estimator is due to the fact that the autoregressive parameters
become too large or the ratio. The Arellano and Bond panel data disparity has
been improved significantly. Blundell and Bond devised and developed the
GMM estimator (1998). Arellano and Bover (1995) developed a panel data
GMM estimator with levels for the regression equations and lagged differences
for the supplementary information. Blundell and Bond (1998) developed a
system of equations known as “sysicm GMM™ in order to augment ta the
original differences GMM estimator with the level-equation estimator.

The GMM specification presented by Arellano and Bond (1991) for a

eralized method of moment dataset offers consistent parameter estimations
generaliz
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in the presence of ¢ : . 4 "
l ce of endogeneity. In the inovations of firm performance. the

system GMM estj i - 5 . - S e
3 1 GMM estimations are robust to endogeneity. fixed effect of firms.

endogenous S et o b ! ‘ ! y
SEIOUS regressors, multicollinearity,  stationarity.  normality

heteroskedasticity. and serial correlation (Balgati. 2014). A much-appreciated
trait of the difference GMM is the use of the internal instruments that can be
traced in the existing dataset and these instruments available in the system.

Additionally, all variables are subjected to time differencing in order for
unobservable features to be removed without the importance for strict
exogeneity propositions. This also allows for the inclusion of the lag of the
dependent variable to cater for any possible endogeneity. The asymptotic and
finite sample features of the resulting system of regression equations in levels
and differences are superior to those of the Arellano-Bond (1991) differences
GMM estimator (Blundell & Bond. 1998).

System-GMM estimator (Blundell-Bond estimator) uses the lagged
level first contemporancous difference as well as the lagged differences as
instruments for contemporaneous levels. On the other hand. the Difference-
GMM (Arellano-Bond estimator) employs only lagged levels as instruments for
contemporancous differences. To estimate the model, the study used the
System- Generalised Method of Moment (GMM).

In order to report the validity of the System GMM regression. the
researcher tested the Hansen Test of over-identification. The effect of
autocorrelation was also taken into consideration by reporting the AR (2). This
hich controls for second order serial correlation in the first

is the method w

differenced residuals. The results of the AR (2) also indicate the absence of

autocorrelation and hence justifies the validity of the model.
<
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OECD dist for 1
Checklist for regulatory compliance of Corporate Governance
Florin. Flena - Vot :
orin. Elena and Carmen (2010) attest to the fact that OECD is the key

source for the deve ; el .
the development of corporate governance codes and most of the

country’s corporate governance emerged from OECD. OECD (2004) proposed
that in order to ensure an effective and efficient corporate governance system,
it is significant to establish an efficient and appropriate regulatory. legal and
institutional foundation. Based on this, all market participant can depend on
establishing their private contractual form.

The key objective of these principles is to assist countries that are
alfiliated to OECD and even countries that are not affiliated to assess and
enhance their institutional. legal and regulatory framework for corporate
governance in their respective countries. They also make suggestions and
guidance for the development of stock exchange, investors, companies and
other stakeholders that play a specific role in the development of processes that
lead to good corporate governance.

The six primary principles of corporate governance that were established
by OECD (2004) are the rights of shareholders and key ownership functions.
the equitable treatment of shareholders. the role of stakeholders in corporate
eovernance. disclosure and transparency and the responsibilities of the board.
Based on this. there is summary of checklist or compliance index that banks are
required to disclose for the purposes of good corporate governance. The
compliance index was focused on the OECD corporate governance principles
which serve as an international benchmark for corporate governance. This can
be found at the appendix. The checklist contained thirty items that banks were

1o disclose. For instance, when a bank discloses an item in the annual report. a
0 I - - L]
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ed. Inthe same vein, ifa bank does not disclose a particular

item. then a point of zero s also awarded

Two approz
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

dichotomous approach.

Partial Compliance Approach

PC = YX/R

Where:
PC= Total compliance score for each company
X= Level of compliance with each part of disclosure requirement.

R = Total number of disclosure part of each company.

Chapter Summary

The research methods of the study wergdi‘scussed in this chapter. This

chapter also discusses the statistical and econometric tools used to':a.|1,al;)f_ze~"d&faﬁ s 5L

It includes the structure of the data and the

-

how t

the variables and




© University of Cape A8 L Ihtjis://ir.ucc.edu.gh/xmlui

RESULTS AND DISCUSSION
Introduction
The re “the firs
e results of'the first and second objectives of the study were presented

in this chapter. The descripti e
al Ihe descriptive statistics of the variables under study were

highlighted : o
e - Return on equity, return on assel, net interest income. reaulatory

(=

compliance. board size. board ; 3
pliance. board size. board independence, board diversity. audit committee.

managerial - ownership. institutional ownership. ownership concentration.
financial leverage and firm size were variables used for the descriptive statistics
for the study. The empirical evidence is presented in this chapter which
addresses the issues discussed in accordance to theoretical and conceptual
review. The study employed Stata version 14 and Eviews, version 10 to analyse
the quantitative data. The study presents the descriptive results with emphasis

on the means and standard deviation.

Descriptive Stafistics
The summary of descriptive statistics of the variables captured in the

dynamic regression model was presented in Table 2. These results were

aenerated to give a fair overview of the variables used for the estimation. Italso

provides opportunity for the researcher to screen and validates the data used for

the research. The main descriptive measures Were the mean. standard deviation.
< .

the minimum and the maximum values of the variables over the period under

onsideration. The descriptive statistics captures all the countries under study
consideration. :

as well as the respective individual countrics.
ra s / (2 %
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Table 2: Descriptive Statisgics of vari
e Aar

. _ ables
Variable  Statistics All T

Countries  Chana Kenya Nigeria Botswana Malawi
ROA
Mean 0.036 i
SD 0.043 881; 0.044 0.025  0.02] 0.047
Min -0.065 0.000 0.055 0.031  0.019 0.024
Max 0.328 0.243 0.065 0001  0.007 0.0023
Skew 3334 2833 Usgo 0.265  0.102 0.124
Kot o e 2.739 4509 1.880 0.651
i 7 5 11744 30.199 9,045 3.925
NIM 120 130 40 40
Mean '
<D 883’8 883? 0.063 0045 0.040 0.084
B 0.000 o 0.052 0.025  0.022 0.036
s e oy 0.000 0.000  0.001 0.002
e g i 0.418 0.152  0.086 0.157
it gt L0 3.400 0411  0.495 -0.529
Obe 516 80-- 4 2';’.764 4;729 2.209 3.127
ROE 120 130 40 40
Mean — 0.168 0.199 0.173 DRCM 0.166 0257
SD 0.137 0.117 0.160 0.104°) 0.128  0.142
Min 0.000 0.004 0.002 0.004  0.009  0.001
Skew 2.096 0.305 3227 2.481 0.588 0.264
Kurt 1,589 o) 16.512 153620 2598 3027
Max 0.988 0.477 0.988 0.802 0516  0.633
Obs 410 80 120 130 40 40
RC
Mean 0.899 0.903 0.903 0903  0.8350 0.871
SD 0.049 0.072 0.072 0.072  0.056 0.060
Min 0.433 0.433 0.723 0433 0.647 0.762
Skew  -1.773 -3.633 0. 846NN 417447 0,063
Kurt 10534 23.604 3.309 3.082 . 3423 1.581
Max 0.993 0.983 0.984 0983  0.932 0.983
Obs 410 80 120 130 . 40 40
BS
Mean 10721 9 9 13 5 o
SD 2 804 1.517 1.481 3060 1645 1675
Min 5.000 7.000 6.000 7.000 5000 7.000
R 19.00 15.000 3000 19000 12000 12000
Skew 0953 0.817 0.052 0.088 g.os_, -0.095
e 3.589 3.532 2394 2280  2.446 1.739
BI X pod
0.753 0.635  0.761 0.772
Meanc < 0700 SR 0122 0134 009 0385
1) Q1.3 0.033 0.200 0200 0666 07131
Min g 0.909 0.923 0909 0900  0.833
Max 092 i 2864 -0356 0263  0.127
Skew - LI L S 15,6500 dilds 1.987
Kurt 5.484 4.783 - 130 40 40
Obs 410 80 2
AC o 4 3 5 4 3
ggan e 0.881 0.690 0916 1458 0.361
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:]1.“-\ - 7.000 7.000 S 3.000  2.000
Skew 0386 0.610 6.000  7.000  7.000
Kurt 2123 3 0.251 -0.636  0.759
Obs 410 80 2.648 2.897 2240
BD 120 130 40
Mean 0.214 9
SD ol 35 P 0230 0224 0.187
Min 0.000 0.000 0.130 0.119 0205
Max 0.923 0'454 0.000 0.000  0.000
Skew 1.280 0.114 0.800 0631 0923
Kurt 7.443 ').-1')9 ] --?09 0.681 2.130
Obs 410 g() s 7.581 5.021 8.569
MO £ 120 130 40
Mean 3
o 823: gg:; 0.140 0.069  0.000
. : : 0.038 0.087  0.000
Min 0.000 0.000 0.00
i 0.327 s 000 0.000  0.000
Sk e o i 0.148 0.327  0.000
S S 1.226 2.966 1.053  6.084
GF” §Jbo 3.553 9.972 2,783 88.025
- - 410 80 120 150 O
Jv\"l_‘cuu 0.749 0.877 0.663 0.688 0.903
SD 0.165 0.102 0.175 0137 0.02]
Min 0.318 0.543 0318 0.329  0.864
Max 0.900 0.991 0.990 0.999  0.942
Skew -0.756 -0.940 -0.228 -0.889  0.252
Kurt 2.985 3.134 2.280 3.605  1.879
Obs 410 80 120 130 40
oC
Mean 0.627 0.807 0.580 0470  0.788
SD 0.234 0.141 0.203 0.238  0.090
Min 0.000 0.426 0.111 0.000  0.678
Max 978 0.978 0.952 0.985  0.893
Skew -0.794 -0.840 -0.558 0332 -0.097
Kurt 2.953 2.570 2.561 2. 280N #IP 43
Obs 410 80 120 130 40
LV )
Mean 0.736 0.843 0.667 0.690  0.885
SD 0.268 0.039 0.328 0312  0.328
Miin 0.001 0.643 00018 0001  0.827
Max 0.994 0.930 0.935 0.994  0.973
5 f Sisal 1417 -1.447  0.466
Skew -2.046 1.5 y
= : 3.082 3 A3 3020
Kurt 5502 9.755 " 0
Obs 410 80 (20 e
FS . Mo
Meant o 396129 1938.965 l%2387 1%523 lﬁggu
SD 260232 1371730644 54 h s s
: 17 12.545 9.819 11191 10.
Min 199 5774 0.933 22.565 17222
Max 133774.0 1537_7 230 0.063 -1.126
). 4 8.775 -0.23 B 2 =
Skew 20.17 78.012 2251 1.581 2314
Kurt 408.002 VAl 120 130 40

Obs 410 80

Source: Author

s Construct (2021)

3.000
4.000
1.960
4.843
40

0.176
0.174
0.000
0.7131
1.289
5.157

40

0.016
0.027
0.000
0.068
1.274
2.683
40

0.793
0.108
0.498
0.901
-1.388
4.167
40

0.751
0.112
0.486
0.901
-0.943

3.322

40

0.729
0.186
0.133
0921
-1.880
6.192
40

15.272
339
10.037
19.201
-0.069
1.201
40
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With respec
< cl l_o [h =3 A = 3 -
¢ performance indicators, the mean value for return on
asset was 0.036 with a st . z ‘
‘ astandard deviation 0f'4.3% and that of net interest income
was 0.060 with a stand

ard deviatj 40/ T :
< lation 0f 4%. The mean value for ROE was 0.168

with a standard deviat; 3 <
¢ cviation of 13.7%. ROE was quite impressive in terms of

performance with a mean Kk of O l
an mark -of 16.8%. The mean score for regulatory

compliance was 89.99% vi . iy
phiance was 89.9% with a standard deviation of 6%. This reveals that on

average. banks in Sub Saharan adhere 10 89.9 % of the reaulations of the banks

as stipulated by the regulators which are the code of best practice of corporate

governance.

Regarding the size of the board of directors of banks in the industry. the
mean board size was 10.72. Agency theory. according to Jensen and Meckling
(19906) indicates that boards with small size enhance managerial control and for
that matter maintaining small size improve performance. They indicated that
boards with high numbers are subjected to ineffective operations. lack of
commitment coupled with greater control by CEO.

he percentage of independent directors is relatively high at a mean
value of 70% which is quite commendable. The audit committee which focused

on the size of the audit committee had a mean value of 4.4 which is quite

impressive in the practice of good corporate governance. The sample mean

score for board diversity which constitute the ratio of women on the board was

i ¢ :n are less represented
ich i Lo eessive, [t means that women are less represen
21.0% which is quite unimpressive

on the boards of banks in Sub Saharan Africa. For ownership structure or
<

> . . . ional owner I“l
iti (< 1 \’r.lllleS Ot manag 1 VNEI PANY SNIp
COH]POSI[IO]L lh mear &

04 27 respectively.
and concentrated ownership Were 0.031.0.947 and 0.627 respe )
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The ownershj
ership of share :
e eotar ; :
ares by directors can be described as very low. This

means that most of the diroctar
he directors are not shareholders of their respective banks

and the few ones who als
10 al N SOMme I : .
4150 0wn some of the shares are insignificant in terms ol

the proportion of the )
proy the shares. On the contrary, institutional investors had the

highest percentage of share :
= | ntage of shares which means that most of the shares of the banks

-! " (> )\\v Y a 7 - e S ~ o
are owned by various institutional shareholders. They control majority of the

sREHoldings it banking industry. In the case of concentrated ownership
which constitute investors or shareholders who own 3% and above of the bank’s

total shares. its mean value was 39.0%. This indicates that the significant portion
of the shares is owned by large shareholders.

Financial leverage which constitutes the ratio of total liabilities and total
asset is 73.6% which means that most of the banks are highly leveraged or
geared. The mean value for firm size (logarithm of total asset) was 396.29. The
table also depicts the descriptive statistics of the various countries under
consideration. specifically. Ghana. Kenyan Nigeria, Botswana and Malawi.
With respect to the performance indicators, net interest income had the highest
mean value of 8.43% with a standard deviation of 3.6%. The country that
recorded that performance was Malawi. Nigeria had the largest board size of

13. The results also indicate less \women are represented on the board of the

respective countries under study.

H = N arOeST "'l“S
Discussion of regression rest

This section presents the result of objective one which focuses on the
l (Y =

C 1 (o) 14 6 1 I(l I)e ") a Q 1K i ) "II aran Aﬂ.iC( /i _;(:\/(:n

| | ere proposed Three different performance indicator variables
wypotheses were :

fo & T Ol |.S Ob.eCt. c [ ey are return on asset, net
Y > tl I ] 1VE. l Y 5
Nerl ) P th pl| pOSes 4 e
were emp]O ed I
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inlCl'CSl H.\'(“-“i“ an | & ove ince !
4 dl (I re : i } S
¢ u-“ I OI] C(]llll /. SLVC“ CO['])OIZ\IC 5-1 vernan Vi rial I <

which constitute i |
¢ the 2pe i
the independent variables were used. They were board size.

lOZl[d il Ll I o . ] . (8 2 =
en >N 1 CcO [1, ‘ r 1 & .‘ | &= i i

institutional ownership 1 :
& rership and ownership concentration. Two control variables
were used. Thev were i

hey were financial leverage and size of bank. The Generalized
Moment of Me e OreSS]

lethod (GMM) regression results have been presented in table 3. It

shows the effe e foptt i .
ffect between corporate governance and performance of banks w ith

return on asset, net interest margin and return on equity as dependent variables.

Table 3: Regression results of ROA, NIM and ROE

VARIABLES

ROA NIM ROE
(-1) 0.112609 -0.018662 0.398512
Cocf (0.0000) (0.0026) (0.0000)
I'-stat 9.125089 -3.031048 17.73031
BS -0.008379 -0.002633 0.013784
Coef (0.0000) (0.0004) (0.0065)
T-stal 15252804 3564633 2741335
BI 20.050903 20140731 20.202430
Coef (0.0001) (0.0000) (0.0000)
T-stat -3.906343 -19.86043 -4.547060
AC -0.008003 -0.007633 10.052073
Coef (0.0000) (0.0000) (0.0000)
T-stat -7.744636 -5.762140 -5.288959
BD 0.022319 20035413 20195893
Coef (0.0000) (0.0038) (0.0000)
s 4227865 2.917196 4715788
MO .0.182478 -0.001094 .0.575198
Sl (0.0080) (0.9856) (0.0201)
T-stat 2.667972 -0.018064 2336175

.0.000263 -0.000445 -0.002293
A (0.5064) (0.0030) (0.3868)
Goe 20.665255 -2.992892 -0.866605
5k 03356354 0.148313 0311503
0C : 0.0577
e (0.0000) (0.0000) (0.0577)
Goe 8.898980 9.289296 -1.904569
T-stat :

.0.110274 0.042336 0.039673
LV :
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Coef
Tt fgf?(_’()) (0.0000) (0.2774)
35177 10.39071 1.088009
IS -
Couf 2(;3713-07 4.38¢.-07 2.63E-07
by é ;;40-08)_ (0.1453) (0.9381)
806145 1.460039 0.077670
No. of Instruments 4
|
bl L 41 ,
/:E I!“u: (l) 0.5438 0.0000 3.I0480
b f‘“fj? 0.3478 0.7206 0.7483
ansen Test 0.558597 0.656657 0.529715

Source: Author’s Construct (2021)

The probability values of Arellano-Bond  Serial Correlation of
disturbances indicate that the GMM estimators are consistent with all the three
dependent variables which indicate that there exists no autocorrelation in the
crrors for GMM specifications. The Hansen test for over-identifying restrictions
does not reject the null hypothesis that the GMM estimators of instruments are
valid in the GMM estimations. The Generalized Method of Moments (GMM)
estimation technique was used for the regression analyses. It was employed to
evaluate the effect of the explanatory variables on the explained variables. From
the estimates. it can be deduced that lagged ROA, NIM and ROE (lag 1)
significantly affect the current ROA, NIM and ROE respectively. This clearly
indicates that its own previous developments or trends strongly determine the

current behavior of the dependent variables.

From the result. it can be deduced that board size significantly predicted

both ROA and NIM with an inverse relationship. This result shows that a unit

increase in board size will lead to 0.008379 and 0.002635 decrease on ROA and

NIM respeCli\’Ci)’ This means that a unit increase in the board size will yield to
1adverse performance. Agency theory posits that chief executive officer casily

anadversc s S :

ually causes the board to lose its managerial

dominates the board which event

ase in size of the board. Boards with smaller

monitoring duty when there is incre
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The inverse res
se result shows that an increase in board size will be

disincentive t 2 banks. which imnl;
o the banks, which implies that as more directors get appointed to

the boards of the firm. decision making may prolong because of divergent views
which in the long run may negatively have an effect on the performance of
banks. It could also mean that the cost involved in hiring the services of a large
board of dircctors is very expensive which reduces the profit of the banks. This
implies that boards with large numbers are a disservice to the bank.

The result corroborates with the work of (Zabri etal.. 2016: Palaniappan.
2017: Megbaru. 2019: Gyamerah. Amo & Adomako. 2020: Molla. 2019). The
findings contradict the results of (Gurusamy. 2017, Djebali & Zaghdoudi 2020.
Fahira et al.. 2021: Pharm & Nguyen. 2020: Khan, Kamran & Imran., 2020) who
concluded that board size was positive and predictor of performance.

With respect to relationship between board size and ROE, the result was

however different. From the result. it can be established that board size was

iti redictor of > This result shows that a unit increase in board
positive and a predictor of ROE. This resu é

i i1 lead to 0.013784 increase on ROE. This means that a unit increase in
size will lez :

the board size will yield toa positive performance. hiscouls bSO iEREE
(&4 ¢

decisions will have to be thoroughly acceptable by the majority
Moreover. decls

hich can protect the firm from detrimental decisions. From the
members, which te
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agency theory perspectiv

C. h{l\’inu Ty o :
g a larger sized board helps in the monitoring

functions and eventually THbr
) /C .
) Proves the performance of the firm. The result is

consistent with ork of
the work of (Gurusamy, 2017. Almoneef & Samontaray. 2019).

The result contradi )
S 4 d]. C C. / " 1
cls lh\, Slll(l) Ol /_.ab” et El|. (uO l 6) \th (H(l not Cslﬂhlish any

relationship between board size and performance

The study established ]
v established that board independence was negative and a

yredictor of retur Bt ;
I of return on assel. net interest income and return on equity. This

implies that a unit increase in board independence will lead to 0.050903.
0.040731.0.202430 decrease in return on asset, net interest margin and return
on equity respectively. This means that a higher number of independent
directors will have an adverse impact on financial performance. Generally,
independent directors are appointed to protect the minority shareholders interest
and making sure that all material information are disclosed.

I'he risk-taking decision lies in the hands of the executive directors.
Usually. Independent directors don’t have cogent information in relation to the
strength and weakness of the company. Being present in the governing
architecture increases the conflict of opinion in the governing body. This
normally leads (o a slow process in the decision-making process. Furthermore,

independent directors may either be compromised by close relationships with

the executive directors or may not be adequately independent in the discharge

of their duties. This will make i difficult for them to express their disagreement

f i i s work of (AlSagr et al..
i ings. 1 -asult corroborates with the work ¢ g
during board meetings. he rest

018: Soud & Aypek 202 1. Edeti & Garg. 2021). The result contradicts the
2018: Soud & AYPER. i

) 20 A B 'y o, ')()1()) \Vh()
l | ..0...0. N\\'dllbdnl & O”I\alcl. 4
3 .e )¢ & La“thlldl.

Ty I . ; 3 L
iti d significant relationship between
was positive an g
concluded that there
|10
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independence I
ependence and Pertormance of banks
< A S 1

The res
ult i
also depicteq that audit committee was sjanif; i
| mittee was significant with a
negative relationship wi
0 ship w >
PWith all the three performance variables. This means that
a unit increase in aud; i
audit committee wij| lead 10 0.008003 decrease in return on
- - < -
asset, 0.007633 decrease |
. - crease 1 i 1
1S€ In netinterest income and 0.052073 decrease in return

L" /'C Ire 'll l N 21 (2 AN 1 ] comm “((

members on the board were
¢ board were not expert or technical people who have the

competency in audit. This re S . :
Yo Phis result corroborates with the work of Molla (2019):

Meebaru (2 G a aa s 0 e
S (2019): (Kipkoech & Rono, 2016). The results however contradict the
study of" Aslam and Haron (2020) who found audit committee size to be

signtficant and positive with return on asset.

Board diversity positively and significantly predicted ROA. This
implies that a unit increase in board diversity will lead to 0.022319 increase in
return on asset. This implies that increasing the number of women on boards
leads to better performance. Representation of women on boards does not only
enhance firm performance but may also add to the voices advocating for more
women participation in public and private sectors. The results demonstrate that

female representation and participation increases effective monitoring. leading

o positive and economically meaningful elfects on firm performance. This s

consistent with the work of Moreno-Gomez La fuente and Vaillant (2018). The

St =X I\ ani
result is however at variance with the work of (Kilic & Kuzey, 2016, Nwaubani

O Kara, £ 1 ) Ll (I

not make any’ meaningful impact.

NIM and ROE with an inverse

: -edictor of
different, Board diversity was a predicto

Ibigitized by Sam Jonah Library



relzltion@1‘-b'.'i‘m§§im18ﬁ L‘(:‘a e Coast https://ir.ucc.edu.gh/xmlui
S that-a unit increase i board diversity will lead to

0.0355413 reduction in NIM as well

as 0.195895 reduction in ROE. This result
indicates that women® g
2 N S ¢ - :
€N's contributions on the boards adversely affect the

performance of the banks Thic :
banks. This is because women are not fairly represented on

the boards of banks in Sub S

aharan Africa. Their representation is highly

negligible hence it wi > very diffi )
glig Uwill be very difficult for them to make any meaningful

impact on the board.

The result from the descriptive statistics clearly indicates that less
women are represented on the boards of most of the banks in Sub Saharan
Africa. This demonstrates that keeping a large size of women on the board
mhibit performance of the banks. The study is consistent with the findings of
(Putrietal.. 2021: Fariha et al.. 2021: Manyaga et al.. 2020). The study however
contradicts the findings of (Nwaubani & Orikara, 2019: Moreno-Gomez,
Lafuente. & Vaillant. 2018) who did establish any significant impact of women
representation on performance of banks.

The study also found managerial ownership to have a negative
significant relationship with ROA and ROE. Managerial ownership was a

predictor of performance. The results shows that a unit increase in managerial

- > 11\ / ’) ) -
ownership will decrease return on asset and return on equity by 0.182478 and

0.575198 respectively. From the theoretical perspective, Jensen and Meckling
SRV AS. ¢ > -

(1976) hinted that because managers acquire some shares of the firm, the

. Y ati g | l l eriorimance Or thL “II]]S
CI'S K d 0“51 / bV COHCGIII]dtl[I on | e perio a

[ iS4 ! ! ¢ tig[ 5 [: 1 l CSllII.

5 . - 2 : e LA - = 1 (3 () 1 a |y
i b manaserial ownership Is a predictor of performance, it negatively
although manag

may be due to the fact that the percentage

affects performance. This
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mngs of Mangoe
gers ; N
b In the bank are very infinitesimal to warrant or

influence any serious monitoring

Agency theor
AzEncy theory has prove
Y has proven that when managers own inadequate or small

number of shares of firms.
firms, it does not lead to the maximization of sharcholders

wealth. The evidence e i
¢ can be found at the mean value of managerial ownership

in the descriptive statisti : i
statistic g i ipi
I atisties. In fact, 3% of managerial ownership is not enough

0 induce insiders 10 align their interests to the interests of the bank’s

shareholders. in this case, to increase the performance of banks. The result

corroborates with the work of (Abdul Rahman & Reja, 2013).

T'he outcome however varies with the study of Abuamsha (2021) who
found positive and significant relationship between managerial ownership and
performance. Comparing the findings with NIM, study found managerial
ownership to have a negative and not a predictor of NIM. The results
demonstrate that a unit increase in managerial ownership will reduce NIM by

0.001094. This work is consistent with the work of Khan, Kamran and Imran

(2020).

Institutional ownership showed a negative and insignificant relationship

with both ROA and ROE. This implies that a unit change in institutional

ownership will lead to a reduction in return on asset and return on equity by

) 2 ecnectivelv. There is no evidence of a statistical
0.000263 and 0.002293 respectively. There

relationship between institutional ownership and bank performance. This means
o {3

that institutional ownership is not a predictor of performance. This may mean
[¢

that institutional ownership m

ay not have the requisite time to monitor the
e This finding is consistent with the work of

vities , hoard members. This £

activities of the boar

2017: Artha etal., 2021).

(Abdul Rahman & Reja. 2015: Sohail et al.,
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Institutio
nal ownerghi :
il > o P o . . . .
P depicted an inverse and significant relationship

with NIM. This means that

doul i ‘Cace 1 5 S . .
d-Unit increase in institutional ownership will lead

to a reduction in N
| /| 5 <
IM by 0.000445. From the agency theory perspective.

institutional investors are 6
lors are often regarded as investors who are active and take

advantage of their voj - s
S CIfvoting power to institute better governance practices in the

companies in whi S el
Jé hich they invest. The result, however, showed that institutional

mvestors did not play their role : - :
10t play their role well in terms of monitoring since they have an

inverse effect on the performance of banks This is consistent with the work of
Djebali and Zaghdoudi (2020) This is contrary to the work of Herwivanti, Ma
and Rosada (20135) who found institutional ownership to be positive and
significant to performance.

As far as ROA and NIM were concerned. there was positive and
significant effect between ownership concentration. This means a unit increase
in ownership concentration will lead to 0.335654 and 0.148313 increases in
return on asset and net interest margin respectively. Concentrated ownership
enhances more effective monitoring, which leads to better performance. It has
been established in agency theory that when there is high level of ownership

concentration. it leads to the mitigation of managerial opportunism. This will

eventually have a positive effect on performance of firms. This result

corroborates with the work of (Boussaada & Majdi. 2015).

The result was however at variance with the study of Foshtomi (2017)

who did not establish any meaningful impact of ownership concentration and

el i insignificant relationship
I vas however negative and Insig
return on asset. here

i i n on equity. This means a unit
‘ners .oncentration and return ¢ 11!
between ownership col

ation will lead to 0.311503 decrease in return on

increase in ownership concenti
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leads to better perf;
er perfo 5 : .
performance. Qw nership concentration did not have any effect

on return on asset. Thi
. This result corroborates with the work of (Sohail etal.. 2017

Yahaya. 2018). Tl :
J Gy & . ¢ re ; 'y : 2 o -
) ¢ result is however at variance with the study of Foshtomi

(2017) and (Boussaada & A hale e Ly |
(Boussaada & Majdi. 2015) who established a significant and

ositive influence of owner<hi .
| luence of owney ship concentration and return on equity.

Finally, financial lever . :
ally, financial leverage which served the purposes of control

vV -1 o1 P 2 . n Dl : ’ s
ariables was also negative and significant. Firm size had no effect on

performance.

Corporate governance and regulatory compliance

The results of the objective two were discussed thoroughly in this
section. It depicts the effect between corporate governance and regulatory
compliance of banks in Sub Saharan Africa. Seven hypotheses were stated. The
probability values of Arellano-Bond Serial Correlation of disturbances indicates
that GMM estimators are consistent. From the estimates It can be deduced that

oed RC (lag 1) significantly predict the current RC. This clearly indicates

o

lag
that its past transactions determine the current behavior of regulatory
roan tests for over-identifying restrictions do not reject the

compliance. The sa

null hypothesis that the GMM estimators and the instruments are valid in the

GMM estimations.
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governance on regu lato ry

Variable

Coef E t-Statistic P-value

RE(EE ;
-1) 0.263248 6.459686 0.0000

BS

0.006711 6.459686 0.0433
Bl 0.061326 2.513227 0.0125
AC 0.012760 3.727897 0.0002
BD -0.069098 -2.862986 0.0045
MO -0.383622 -2.574926 0.0105
10 0.000268 0.450952 0.6523
oC -0.025833 -0.211209 0.8329
LV -0.004475 0.171730 0.8638
FS 2.10E-06 -1.034496 0.3017
No. of Instruments 41
AR Test (1) 0.8802
AR Test (2) 0.9993
Hansen Test 0-34848

Source: Author’s Construct (2021)

The result showed that board size was predictor of performance with a
positive relationship with regulatory compliance. This result showed that a unit
increase in board size will lead to 0.006711 increase in regulatory compliance.

The result depiets that increase in the board size will have a positive impact on

reoulatory compliance. This means that when the board is large. it enhances the

i i . inetitutional theory perspective. increasing the
level of compliance. From the institutions Y pers|

o of the board will lead to enhancement of regulatory compliance. This will
size of the box

tually lead to attraction of resources from stakeholders. Moreover,
eventually le

etitutional theory also posits that boards with larger number are able to
institutione :

viti (=) t al d this “'i” ll"lnslale I)OSiliVC"y on
. oL oS Of male oemen
INOI']['.OI lhe ﬂCUVl[lL 1 il
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corpdPatndY ST ernance d|spl i 3
closure and compliance.

This result i :
= S IS consistent wj 3 1. ’ :
vith the work o [ (Herwivanti. Wulandari &

Rosada, 2015: Alfyai
sddd, U150 Alfraih, 2016: Al-Races I o
: Al-Bassam, Ntim. Opong & Downs, 2018). The
result support e hy ST -
pports the hypothesis. 7 he findings were however at variance with the

study of Mnifand Tahar (9
: and Tahari (2020) who concluded that board size had no impact

on compliance.

The study fi d i :
study found board independence to be a predictor with an inverse

relationship with regulatory compliance. This implies that independence of a

board i enee
ard influence regulatory compliance negatively. It can be argued that the large

number of independent directors does not provide effectiveness in the policy of
the directors to comply to regulations, Most of the independent directors are not
privy to most of the information and orientation of the firms. This adversely
affects their decision making. This means that they contribute less role in the
regulatory compliance of the banks. This result is consistent with the work of
Zulfikar et al.. (2020). The result is however inconsistent with the work of Mnif
and Tahari (2020) who established that board independence had no significant

relationship with regulatory compliance.
The result also demonstrates that audit committee was positive and

sionificant. This means that a unit increase in audit committee will lead to

0.012760 increases in regulatory compliance. The result indicates that audit

committee members are vigilant in making sure that the regulatory compliance

is keenly adhered to. They exhibit high level of competence in the discharge of
onlv ¢ 2 Tihe) g

their duties. The result is consistent with the work of Al-Bassam. Ntim, Opong

and Downs (2018) and Zulfikar et al (2020). The result is however inconsistent

ith the study of Juhmani (2017) who could not identify any significant impact
with 3
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¢ findings validate The hypothesis

Board diversipy
CISIlY was adictar ¥ " ; :
> Wasapredictor of regulatory compliance with a negative

relationship. This indicatec S
P. This indicates that a unitincrease in board diversity will lead to

0.069098 reduction in RC. Th:
tion in RC. This may be due to the number of women on the

board. The percent >
ard. centage 5 . .
I age of women on the board was quite low to make any

Yositive influence in relat: e I i
[ ¢ influence in relation to regulatory compliance. Most of the women on

the board were less reprecente ey :
board were less represented hence make it difficult for them to make any

positive impact as far as regulatory compliance is concerned. The findings were
consistent with the work of Katarachia et al. (2018). The findings of the study
were at variance with the work of Alfraih (2016) who established a positive
influence of board diversity on regulatory performance.

The study also found managerial ownership to have a negative and
significant relationship with RC. The results show that a unit increase in
managerial ownership will reduce RC by 0.383622. This may be due to the fact
that the percentage shareholdings of managers in the bank are very infinitesimal
to warrant or influence any serious monitoring which will result in any
regulatory positive compliance. The percentage sharcholdings of the managers
which could influence the regulatory compliance was nothing to write home
about. The result corroborates with the work of Elmagrhi et al. (20106).

Institutional ownership was positive and could not predict regulatory

compliance. This means that a unit increase in institutional ownership will lead

to an increase in RC by 0.000268. Institutional ownership was not a predictor
(¢ (4

of regulatory compliance. Simply put, it has no effect on regulatory compliance.
Uic

The result is in variance with the institutional theory which avers that firms with
o

& g . A 7} . o W/
higher institutional ownership demonstrate high level of transparency.
(=
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. : and compliance. The result is consistent with the

) « (l I de ¢ i i :

result is however inconsi '
consiste S ek v
stent with the study of Pernamasari (2018) who

established th: ' ; S ks
at there was significant relationship between institutional

ownership and regulatory compliance

There was negative and insignificant relationship between ownership
concentration and RC. This means that a unit increase in ownership
concentration will lead to a reduction in RC by 0.025833. Ownership
concentration had no effect or was nota predictor of regulatory compliance. The
result is consistent with the work of Juhmani (2017). The result. however.
contradict with the findings of Mnif and Tahari (2020) and Al-Bassam. Ntim.
Opong and Downs (2018) who established significant relationship between
ownership concentration and compliance.

Financial leverage was positive and insignificant. Firm size was also

negative and insignificant.

Chapter Summary

The chapter focused on the analyses of the results of the first two
objectives of the study. These objectives were effect of corporate governance
and performance of bank and effect of corporate governance on regulatory
ariables were used for corporate governance and two

compliance. Seven Vv

variables for control variables.
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RESULTS AND D ISCUSSION

The result > -
sults of'the third - . :
third and fourih objectives ofthe study were presented

in this chapter. TJ i i
- Lhe thir cClive
hird objective sought 10 examine the interaction effect of

l.\‘l)(— (3[ ].)((1”]\ ((IO” -( O ﬁ() C | ‘I T t GL YOI'¢ lt
) QS“ P ‘el on 1 a Bl D D C(
I l I I..L,,I ) | 1 (& Iel( llOl Shil clweel I'] oratc

governance (board size. board :
ard size, board mdependence. audit committee, board diversity.

managerial ownershim  fmerie o
Sighien nership. institutional ow nership, ownership concentration) on

verformance of T E— .
| ance ofbanks in Sub Saharan Africa was addressed in this chapter. The

- . . '
fourth objective also sought to examine the interaction effect of type of bank

domestic or forei s rolafie el
( Ic or foreign) on the relationship between corporate sovernance on

regulatory compliance of banks in Sub Saharan Africa. This chapter interprets
and visualizes the interaction effect by using the margins and margins plot of
Stata.

The interaction effects are tested through the comparison of the
confidence intervals represented in graphs. This is constructed at 95%
confidence intervals using STATA commands “margins™ and “marginsplot.”

The visualization assists the study to establish the valid statistical conclusions

in relation to the hypotheses.

i i “type of bank -elationship between board size
Interacting effect of type of bank on the relatio I :

and performance

Fieure two presents the interaction impact of type of bank on the

elationship between board size and performance of banks. Type of bank which
relatic :

i i ienificantly moderates the relationship
' ic or fore soatively and significar
is domestic or foreign Ncge
b respect to the net interest income as a
-d si ROA. With respec
between board size and
ank (domestic and foreign) does not moderate

Y . 5 I.‘ IJ
performance indicator. type 0
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S1z¢ and NIM. The relationship is however

negative. Type of s
yp bank significantly moderates the relationship between board

size and return on equity. The relationship is positive

The delt _
elta method -Bonferroni (appendix) is used to determine the

significance or ise oft :
& otherwise of the margins plot. It states that margins which shares

letter in the group label are not significantly different at 5% level.

ROA

NIM

- 08.06

T

R S—

-.08-.06-.04

. L

-.16-.14-.12

-12

4

5 T T T T T :
6 8 JIONER{ZINe148 16/ 18" 120
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r—°— 1. domestic —%— 2, fore:gn] I-—'— 1. domestic. —*— 2. formgﬂ

ROE

-
-

i) T T T T T T T
6 8 1012, 14 16185 20
BS

r——'— 1.domestic —®— 2 fOFEI@

Fioure 2: Moderation effect of type of bank on the relationship between board
: si-ze 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
1g

d ROA. The relationship is negative. Type of bank does

board independence an |
d independence and NIM. With

i i boar
not moderate the relationship between
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respect to ROE, t
Ype of bank does not also moderate the relationship. The result

does not also _
POt the moderating role of type of bank on the relationship

between board independence and ROE. The delta method -Bonferroni

appendix) i : "
et ) 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% |evel.
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Figure 3: Moderation etl€ ypP ce. Source: Author’s Construct (2022)

independence and performar

Moderating effect of type of bank on the relationship between audit

committee and performance

Figure 4 clearly shows negative effect of type of bank on the relationship
igu

b dit committee and ROA. The study also confirmed that there is
etween au

derating effect of bank type on the relationship between audit
eratin

significant mo | |
derates the relationship between audit

mo
committee and ROA. Type of bank =
d ROA. With net interest income as a performance indicator, type

committee an .
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margins plot reveajed
led that type of bank is not a predictor hence does not

moderate the rejat; .
ationship between audit committee and ROE. The Delta Method

Boferroni (a :
( Ppendix) results clearly indicates a]| group was sharing letter hence

its insignificance.
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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)

Its clearly indicate no group was sharing any letter hence its significance.
results
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Figure 5: Moderation effect of type of bank on the relationship between board
diversity 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 bank on the
relationship between managerial ownership and performance. From the result
of the 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 of the

argins plot. It states that margins which shares letter in the group label are not
m .

significantly different at 5% level.
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Figure 6: Moderation effect 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 NIM. 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 7: Moderation 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 domestic 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 NIM. Type of bank is not a

predictor hence does not moderate the relationship 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

rgins which shares letter in the group label are not significantly different at
ma

5% level
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Figure 8: Moderation effect of type of bank on the relationship between

ownership concentration and performance. Source: Author’s Construct
(2022).

Moderation effect of type of bank on the relationship between corporate
governance and regulatory 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 regulatory 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 regulatory compliance is presented in figure

9. The interaction impact of type of bank on the relationship between board size

and regulatory compliance was insignificant. This implies that domestic and

foreign bank does not moderate the relationship between board size and
or
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'¢ slgnificance clearly depicts that there is no significant

relationship. It states that . .
P- Itstates that margins which shares letter in the group label are not

significantly differ
g ly different at 5% level. Most of the groups share the same letter

hence its insignificant interaction
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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

Figure 11 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: Moderation 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 of type 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: Moderation 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 man agerial

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: Moderation effect of type of bank on the relationship between
managerial ownership and RC. Source: Author’s Construct (2022).

Moderation effect of type of bank on the relationship between
institutional ownership on regulatory compliance

figure 14 below 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 also positive. They outcome of the Delta

Method Boferroni (Appendix) isused to measure the significance ofthe margins

plot.
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Figure 14: Moderation effect of type 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 15: Moderation effect of type of bank on the relationship between
ownership concentration and RC. Source: Author’s Construct (2021)

Chapter summary

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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SUMMARY [
ARY, CONCLUSIONS AND RECOMMENDATIONS

Introduction

This chapter pres
S er prese : ] i e
PIer presents the summary, conclusion and recommendation for

practice. policy uture research B )
I y and future research. First and foremost. the key findings of the

study are hiohliohted im (k. .
VA ghlighted in this chapter. Some implications of the study for theory

and research are O TdEd o :
¢ arch are also provided in this chapter. Finally, the chapter discusses the

limitations of the receare : . Tt
mations ol the research. On the basis of the limitations and some critical

outcome of the study. a number of suggestions are made for the purposes of

future inquiry where other research can focus on.

Summary
Examining the effect of corporate governance, regulatory compliance
and performance of banks in Sub Saharan Africa was the primary objective of

this study. To address this objective. four objectives were established. Board

size, board independence, audit committee, board diversity, managerial
ownership. institutional ownership. and ownership concentration were the
corporate governance variables. Two control variables were also used. They
were financial leverage and firm size. Three performance indicators were
employed in this work. They were return on asset. net interest income and return

on equity. A compliance index based on the corporate governance codes or

ouidelines derived from the OECD was used as a benchmark or compliance

index for the regulatory compliance. This was compiled from the annual report

{the banks and comprehensively analvzed. Type of bank which were domestic
QO 1€ D¢ ¢ A "

foreion was used as moderators to interact the relationships between
or foreign Wi
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Introduction

This chapter prese :
aj presents the summary, conclusion and recommendation for

ractice. policy and future re< - ;
e policy and future research, First and foremost, the key findings of the

study are hiohli Sl e . ) il i
y are highlighted in this chapter. Some implications of the study for theory

and research are aleo nravided fe s - ‘
; esearch are also provided in this chapter. Finally, the chapter discusses the

limitations of the research. On the basis of the limitations and some critical

outcome of the study. a number of suggestions are made for the purposes of

=

future inquiry where other research can focus on.

Summary

Examining the effect of corporate governance, regulatory compliance
and performance of banks in Sub Saharan Africa was the primary objective of
this study. To address this objective. four objectives were established. Board
size. board independence, audit committee, board diversity, managerial
ownership. institutional ownership, and ownership concentration were the
corporate governance variables. Two control variables were also used. They
were financial leverage and firm size. Three performance indicators were

employed in this work. They were return onasset, net interest income and return

on equity. A compliance index based on the corporate governance codes or

idelines derived from the OECD was used as a benchmark or compliance
ol

index for the regulatory compliance. This was compiled from the annual report
index (=

yf the banks and com prehensively analyzed. Type of bank which were domestic
( > z

derators to interact the relationships between

or foreign was used as mo

-nance and performanccas well as regulatory compliance.
corporate governance:
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was employed as the estimatjon te

Five cour

© University'oF g duast for hitepsalir-geeed gy rmidiic Ghana.

Kenya. Nigeria, Botswan

aand Malawi. The data for the study constituted fourty
listed on the stock exchange of the five countries. The
a span fr - :

aspan from2011 10 2020. The Generalised Method of Moment

chnique for the analyses of the data.

Key Findings of the Study

The effect of corporate i ; 2 o
t ol corporate governance on performance of banks in Sub Saharan

Alrica was the first objective of the studv

o

It was deduced first and foremost. that the board characteristics of
corporate  governance with much emphasis to board size. board
independence. audit committee and board diversity were all predictors
of performance of banks using return on asset. net interest margin and
return on equity as performance indicators. With respect to the
ownership characteristics, managerial ownership and concentrated
ownership were all predictors of return on asset. Institutional ownership
was. however. not a predictor of return on asset. [nstitutional investors
and ownership concentration were all predictors of net interest income.
Managerial ownership was also not a predictor of net interest margin
and finally managerial ownership was a predictor of return on equity.

The second objective was 10 establish the effect of corporate governance

on reeulatory performance. (Board size. board independence. audit

,mmittee and  board  diversity) whichi Seonstittte thelShoard
e :

&

haracteristics were all predictors of regulatory compliance. With
charactc

( to ownership characteristics. managerial ownership was the only
respec
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were | edictors of
101 predictors of regulatory compliance.

(%)

The third object;
obje L Ty ) ; :
JEClive was to examine the effect of type of bank (domestic

and forejon ExDne ¢ ;
cign) on the lelatlonshlp between corporate governance and

derformance T ' i -
I nance. Though the findings were mixed results, it was clearly

establishe ore g e ads . .
ished that foreign banks significantly moderate the relationship

between corpor -l o)
tween corporate governance and performance (ROA) of banks than

the domestic banks.

The final objective was 1o establish the effect of type of bank (domestic
and loreign) on the relationship between corporate governance and
regulatory compliance. As far as the moderation effect of type of bank
on the relationship between corporate governance and regulatory

compliance is concerned, only institutional ownership was significant.

Implication of the Research to Practice

The findings of this study present several important implications for
management of organisations based on the findings of the study. The study
proposes some implications for management in handling corporate governance

and its related issues. These implications are mainly based on the findings ol
. - [ 4 D

the study.’

From the results of the descriptive statistics, it can be inferred that return
o

v 0/, « 0 )
on asset. net interest margin and return on equity recorded 3% and 6% 16.87
1N assCL.

; i€ SO ation with mean
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From the result. i
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| tability, 7 actically and practically. it is instructive to keep
arelative low number by relv:
el 2|y i
by relying on directors who are competent and having the

requisite knowledge and expertise

Women representati
epresentation on boards should be encouraged because they

influence perfor . T . _
uence performance. This logic holds when board is measured with LA

assct as a perlormance indicator. The logic of women representation on boards

was defeated when the performance indicator was measured with return on
equity and net interest. Having more women on board will negatively affect the
performance of banks. With respect to managerial ownership, the fact that
directors’ own shares in a bank does not necessarily mean it will translate into
profitability. The quantum of shares held by directorsand managers of the banks
matter. The same narrative is true with institutional ownership. Banks are
encouraged to have ownership concentration because it leads to or influences

performance.

Board size is also a predictor of regulatory compliance. The findings

ard size .es reoulatory compliance. They will
showed that large board size enhances regulatory I
and euidelines. Independent directors

conform to COI'])OI'E][(‘,‘ governance codes
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also manageable. 1t had 4 mean mark of 4.4

The mean
value for e aral :
alue for board diversity depicts women are less represented

on boards. In fact, ther 1
: . thereare : i
€reare quite a number of banks who didn’t have any woman

been represente i :
I ted on their boards during the period of this study. Directors and

managers owning shar : " ‘ y
4S ning shares of the bank was quite unimpressive. Managerial

ownership was very low. Most of the shares were owned by institutions. They
constitute the highest shareholdings. Concentrated ownership was also
Impressive.

There is an inverse relationship between size ofa board and performance
as it was revealed in the result. Both return on asset and net interest margin were
consistent with the result. Practically, the outcome shows that maintaining a
large sized board is detrimental to the performance of banks. The negative
outcome implies that keeping a large sized board will be unproductive. This
implies that as more directors get appointed to the boards of the firm. decision

making may prolong because of divergent views which in the long run may

necatively have an impact on the performance of banks. Considering the
=¢ 2

remunerations and allowances for cach of the board of directors. it is prudent to

3 e Ve > 1 cp /1
have less of them so that the resources of the firms can be put in good use. With

spect to return on equity board size had significant and positive impact. The
respec s

g . (M.
result was at variance with ROA and NIM

The study results indicated that board independence was a predictor of
he study

but resulted in a negative relationship. Independent directors are
srformance bu ¢

performance

hoth and weakness of the firms. In their bid to
o

most of the time unare of the stret
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Implications of the Study to Policy

Fhis rescarch put forward a number of issues policymakers, reaulators

and stakeholders must address to promote and sustain corporale governance and

its related issues. First of all. policy makers should ensure that board size of a
firm are kept at the minimum number to protect the resources of the firm. It will
also address the problem of free riders. In other to properly address this issue.
competent and well qualified people should be considered for appointment to
the board of directors. This will lead to efficiency and the scarce resources of

the banks will be put in good use. Shareholders should have the confidence to

terminate the contract of any director who is under performing.

Secondly, for the boards 0 succeed. stakeholders should ensure that
< Y

there is cooperation between independent directors and executive directors.

S . A - o e i work e .',I..
They should disclose a1l material information to them to make their work easie
ey

: irector se considered
The views and contributions of the independent directors should be cons
1€ VIeWsS &
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. I build a strong and formidable institutions. Without the cooper:
in order to butld 4 g

sence of independent directors will be a disservice
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of executive directors, the p

to the banks.
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its related issues. First of all. policy makers should ensure that board size of a
firm are Kept at the minimum number to protect the resources of the firm. It will
also address the problem of free riders. In other to properly address this issue,
competent and well qualified people should be considered for appointment 10
the board of directors. This will lead to efficiency and the scarce resources of

the banks will be put in good use. Shareholders should have the confidence to

terminate the contract of any director who is under performing.

Secondly. for the boards to succeed. stakeholders should ensure that
Secondly.

i irector executive directors.
there is cooperation between independent directors and executive di
GO
em to make their work easier.

il information to th
They should disclose all material information to !

3 ir 5 ¢ considered
The vi and contributions of the independent directors should b
1€ views al

ble institutions. Without the cooperation

in order to build a strong and formida
e of independent directors will be a disservice

. resenc
of executive directors, the presei

to the banks.

|Bigitized by Sam Jonah Library



© ﬂmlersi,‘m Iﬁfl FaPe Coast https://ir.ucc.edu.gh/xmlui
policy telated cen -
theirdent ed issue is that (he government through
eIr central banks o fegulators shoy
e shou TP o
d ensure that directors who are appointed

to the board are duly qu

alified. They
€y should go beyond the certificate they
POSSESs and take intg cone:
co 2rati i
nsideration their track record and their achievement in
<

the corporate world,

/\ | ]ill]dﬂlol')’ o 0 ; 2) 1 ) C IJL- C ILeC
LO(]C cOr r

nnliondl ]L‘\’CI HO\\" er
‘ cve C e
B II]C ILglllcllOIS ShOUid Cn"d"e blOddCl blcll\ChOldLlS n

drafting these codes. The re eouls

ators should be monitoring these banks and try

o establish why some pank i
Y some banks deviate from these regulatory compliances.

['hroug at e eMme : :
hrough that thgagement, they can revise the codes of corporate governance
[rom time to time so that it becomes friendly and working document for all the

banks.

Finally, board of directors should be made to face the full rigors of the
law if they fail to live up to expectation. Innocent sharcholders shouldn't lose
their investments because of the actions and inactions of board of directors.

They should be accountable to the shareholders of the banks.

Contribution to theory

As part of contribution to the agency theory. corporate governance is
expected to result in increased performance of banks: however, the agent. by
virtue of his activities. tends to maximize the economic objectives of the at the

= se of the principal Corporation owners bear the consequences of actions
xpense : 2

< }) ] aoee 1€ ag (& me y | Ot < I\\"( le (] t (% 1

. . A bcnc\ 11 W ‘[(: 1 CO lS(‘,'(I en y “"'

[ the ration.
impede the performance of the corpor?

Digitized by Sam Jonah Library



Reco 19 Univiensity,of Cape Coast  https://ir.ucc.edu.gh/xmlui

[his study  shows that addq
4t addressing
1SSue ith r
o S BSUCs with respect (o corporate
o ance, regulatory Compliance apq
) SNCC and perfor : '
s performance of banks in Sub Saharan
a 1s indispensable for financial o bil
< a / f i
T 401ty and growth in the Sub Region.
ransparency ace i ]
parency and accountability are ensured i
| | ¢d when directors are appointed
through due process wwhe
g Dy i
| which promotes sound Corporate governance. Local
o . s ¢
investors are also neede [
é de ECe
ed to enforce corporate governance by expressing their
) ‘ o
own views and exercisi ir voting ri
and exercising their voting rights. The size of a board should not be

large because of the ¢ i
2 3 > it 5 < m
cost associated with it. The caveat should be competence

and clTiciency,
I Independent directors should be given the needed support by the
executive directors in order to discharge their duties professionally.

All necessary information should be disclosed to them. They should

not be compromised.

2

Shareholders with large shareholdings are able to protect their
sharcholdings through the monitoring role. Collectively. they are able
to monitor the managers of the banks so that best decisions and

policies are implanted. Truth is. if the banks should collapse. they are

ooine to lose significant proportion of their investment so they always
B > ¥ =

‘ o v .‘ ¢ /hCI
- | i I i i l (& Il'lellt St Id\’ I (4 l. y | I. \ 1

. [ = [ ¢ anK hC‘ are V(“l')r'
nanagers hﬂ\/e SUl)Slﬂnlldl S]lalth(’ldl]lﬂs n a bdn‘\. § ) H
manege

i cy [ake e reverse is true.
i Sp ¢t with the decisions that they take and the re
circumspe

i i \\’Oeﬂl”)’ inadequale. it will have negative
1 . ) b
Since their ShHIChOlenf:. 1S

ability as the current study depicts

effect on profit
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: ithrespect 1o Compliance of
of the banks, Keeping a large board will be

benefic:
1l 10 the bank< T
C n]\S_ VS .
They see 1o it that all codes. rules. standard

actice e -
! ¢stablished by the regulators are adhered (o

>. The reeu] .
gulators > . A
too should from time to time modify and update the

corporate govern;
sOVernance to meet the current trend of business. Thev

should engage the AL
gage the banks in lormulm[ng and drafiing these codes so

that the vie “the
€ Vviews of the banks are taken into consideration

Contributi le
on to Knowledge

Sub-Sahar: : :
ub-Saharan  Africa was examined with respect (o corporate

L{)\/-' [ ey Me . -\, g ¥ A o e - .
governance. regulatory compliance, and performance. The results or findines

contribute to the study in quite a number of ways. To begin with, the study had
to go by the rules of corporate governance as set forth by the Organisation for
Economic Co-operation and Development (OECD). In addition to being a
public policy instrument. the Principles of Corporate Governance are intended

to help governments and regulators assess and improve their legal. regulatory.

(=

and institutional framework for corporate governance.
Corporate governance regulations based on this standard are considered
to be benchmarks internationally. Countries have developed their own codes

based on OECD guidelines. The study evaluated the annual report of the various

banks based on best international practices in order get a benchmark that will

serve as a common regulation for all the country under study. Secondly. the
< C

study introduced an interacting variable. type of banks (domestic or foreign) to

€ ) ] 1 i i ) pieiE 14 lnd l'L“lIlﬂlOl'\’ lO asce lain

- . i udy
whether there is interaction effect. The study
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and Performance (ROA)
IUis remark
arkable to n
() =Y [}
te that a almost all the independent variables used

in this study had |
2 1€ same re i
ame result with Feturn on asset, net interest income and

return on equity, Wi ccept 3
Juity th the €xeeption of board diversity that both ROA and NIM

had different resy|y which

are | sive. ¢ 3
neonclusive, all the results were the same for both

ROA and NIM. Thic :
M. This, 10 some extent gives some validation to the resecarch

findings.

Fil]il“\' Ireoress] oo = .
¥> regressionresults are normally presented in a table format which

makes hard for Interpreting ceffect of interaction. With the help of margins and

margins plot. one is able do multiple comparison of result with interaction. It

also visualizes the result in a simple manner.

Conclusions of the Study

With respect to corporate governance. this study found that bank
performance relating to return on assets depends on the size. independence,
diversity, and ownership of boards of directors. The net interest income
performance of banks is also affected by their board size, their independence.
their audit committee, their diversity and their managerial, institutional and
concentration ownership. Almost all the corporate governance variables used

with ROA. NIM and ROE as performance indicators were predictors or

significant.

[t is instructive to conclude that banks should be circumspect with size
is

) () 1 1 & 1NK l (0] h ll a p ediCIOI Or])u‘ Qrr ili'lce, ||_
: ir °S ms Ol bc I'II\S, h Ug I & l

is i lv related. Having large board size reduces performances because of
is inversely related. g larg

ated with the payment of remuneration and other allowances of
the cost assoclate
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these board members, T rey

erse this (r itis i i
rend. it is imperative that banks maintain

small number of | i 0
board > -
414 S1Ze 1o protect the scarce resources of sharcholders. T
shareholders.

deal with this is
S 1ssue sub ive i
stantively, highly skilled professional with good track
= [
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Representation of women on boards still remains inconclusive. Though
iUs a predictor of ROA, NIM and ROE. it has a positive relationship with ROA
and a negative relationship with NIM and ROE. Large number of women on
boards influence performance with ROA. They contribute in their own small
way to enhance profitability. Arguing from that perspective. one can conclude
that banks should endeavour to increase the number of women on their board.
The reverse is true when board which constitute the women representation IS
measured with NIM and ROE. Large number of women reduces the profitability
of banks. Banks should rather maintain a small number of women on the boards
in order 1o enhance profitability.

Sharcholders who have more than 3% of shares of the total

105 of banks (ownership concentration) have positive and significant

sharcholdir

effect on performance. Banks are therefore encouraged to have more

shareholders in that category 1 other to increase profitability, Collectively,
<

these shareholders are able to monitor the activities of the board of directors so
(S

that appropriate checks and balances are adhered to. Ownership structure was
al ¢ 5

however not significant with ROE
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Audit committee
member ! :
bers also predict performance of banks. It should.
however. correlates wigy a small number. |
AN ber,

arge audit committee is a
disincentive 1o the banks Qu

lified and professional ones should be appointed

to assist in the internal audit of (he banks

Interms of ¢
$ reg : N S
EHlldLony compliance, it can be concluded that large board

size will enhance i :
ance compliance. The board wil] use their large size to monitor the

activities of the bank NS ! . .
the banks to ensure that all regulations in terms of compliance

established by the regulator are adhered to. B oo e Hittee facilitate

regulatory compliance. lhey make sure all accounting standards and best

international practices are conformed to and this has a positive impact on

regulatory compliance.

With the help of margins plot which was used for the purposes of
moderation, it was concluded that domestic and foreign banks significantly
moderate significantly with return on asset, With the exception of institutional
ownership. it did not significantly moderate the relationship between corporate

vovernance and regulatory compliance.

Suggestions for further research

The following sucoestions may be beneficial for future research on

(=4

[ erformance of (s in Sub
i 7 liance and performance of bank
S o e. regulatory comp
corporate governanc g

. . . \ \'“ Od

oac order 10 g itative res act, future
i ler 10 give meaning to the quantitative result. In fact, fu
approach i orde g

ctors of the company as well as the regulators

research should involve the dire

[ ¢ - i 4 !.ht Sllldv,
Aas \Well. l ¢ cal 1 )| I (& (4| [§ ve “) 2
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Chapter summary
This chapter focused on the summary, conclusion and recommendation
for practice. policy and future research as well as contribution to theory. The
key findings of the study were discussed in this chapter. Some implications of
the study for theory and research were also provided in this chapter. Finally. the
chapter outlined the limitations of the research. On the basis of the limita

Ltons

and some critical outcome of the study. a number of suggestions were made for

=)

the purposes of future inquiry where other research can focus on.
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APPENDICES
I. OECD Checklist on corporate governance guidelines and principles

ITEMS

ITEMS

NUMER OF ‘ DISCLOSED | %
DISCLOSED | BY BANK ’

TOTAL [ ITEMS [ COMPLIANCE

\ THE RIGHT OF SHAREHOLDERS

ITEM |
| |

1. participate and vote in during general sharcholder meetings

2. Sufficient and timely information concerning the date, location and agenda of general meetings. as well as full
and timely information regarding the issues to be decided at the meeting should be furnished to the shareholder

Shareholders should be able to vote in person or in absentia

Shareholders should have his or her share in the profits of the corporation.

There should be opportunity provided for shareholders to ask questions of the board and to place items on the
agenda at general meetings. subject to reasonable limitations

w B Y

| THE EQUITABLE TREATMENT OF SHAREHOLDERS

6. Abusive self-dealing and insider trading should be forbidden
7. Board members and managers should be required to disclose any material interests in transactions.
8. Opportunity should be given to all shareholders to obtain effective redress for violation of their rights
9. Sharcholders of the same class should be treated equally
10. Procedures and processes for general sharcholder meetings should permit for equitable treatiment of all
shareholders

| THE ROLE OF STAKEHOLDERS IN CORPORATE GOVERNANCE R

11. The corporate governance mechanism should assure that the rights of stakeholders are protected by law are
respected

12. Where stakeholder interests are protected by law. stakeholders should have the opportunity to obtain effective
redress for violation of their rights.

13. The corporate governance framework should allow performance-enhancing mechanisms for participation of
stakeholder

14. Where stakeholders participate in the corporate governance process. they should have access to relevant
information

185
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15. When commitiees of the board are csmhlis!%&MWPWMR&‘E?EW%?H&J‘!FSH%&@W&?&E&QH{%m'B'J
well disclosed and defined and by the board.

16. Whether the chairman is a non-executive director?

17. The experience of the board members should be disclosed in the annual report

DISCLOSURE AND TRANSPARENCY e S P

|
18. Objectives of the company should be well stated !
19. Board members and key executives and their remuneration should be disclosed )
20. Major share ownership i
21. Accounting Information should be prepared, audited. and disclosed in accordance with high quality standards (
of accounting, financial and non-financial disclosure, and audit f
22, The structure of governance and policies !
23. The operating and financial results of the company should be disclosed

| THE RESPONSIBILITIES OF THE BOARD 4

24. The board should comply with applicable law and take into consideration the interests of stakeholders. ‘

25. Managing and monitoring potential conflicts of interest of board members, management, and shareholders.
including misapplication of firm’s assets and abuse in related party transactions

26. Boards should assign a sufficient number of independent directors capable of exercising independent
judgement

27. Whether the annual report include a separate report on corporate governance !

28. Do the company institute policies that take into consideration the
safety and welfare of employees?
29. Do policies of the company take into consideration the environment?
30. Whether the secretary of the company is trained in legal. accountancy or company secretarial practices

o=
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2 DESCRIPTIVE STATISTICS

Date: 01/21/22  Time:12:00
Sample: 2011 2020

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

ROA NIM ROE RC BS BI AC BD MO 10 0oC LV FS
Mean 0.036752  0.060650  0.168723 0.8995G1 10.72195 0.700575 4400000 0214579 0.030572 0.749809 0.627405 0.736932  396.2988
Median 0.027350  0.061800  0.155250 0.912300 10.00000 0.727200 4.000000 0.210500 0.002100 0.772300 0.678200 0.834900  16.32300
Maximum 0328900  0.418800  0.988900 0.985600 19.00000 0.923100 7.000000 0.923100 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 0318300 0.000000 0.001200  10.03740
Std. Dev. 0.043679  0.040086  0.137241 0.062499 2.804250 0.139249 1.172630 0.138555 0.061220 0.165059 0.234109  0.268931  7692.320
Skewness 3.334797 2562861  2.096345 -1.773158 0.953528 -1.300365 0.386954 1.280507 2.402472 -0.756342 -0.794408 -2.046221  20.17430
Kurtosis 16.64298  21.57857  11.58963 10.53481 3.739368 5.484873 2.123010 7.443851 8.186068 2.985140 2.953961  5.592710  408.0023
Jarque-Bera  3939.663 6345371  1560.740  1184.723 7146865 221.0309 23.37080 449.4044 853.8726 39.09410 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  69.17660 368.8200 4396.000 287.2357 1804.000 87.97730 12.53466 307.4218 257.2362 302.1421 1624825
Sum Sq. Dev. 0780328  0.657214  7.703547 1.597597 3216.302 7.930674 562.4000 7.851793 1.532878 11.14293 2241608 29.58053  242E+10
Observations 410 410 410 410 410 410 410 410 410 410 410 410 410
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ON WITH RO
: A EDE
Dependent Variable: Roa AS DEPENDENT VARIABLE

Method: Panel Generat:
Panel Generalizeq Method of Moments

Fransformation: Firs Differences
e

Date: 12/09/2 Time: 07:49

Sample (adjusted): 2013 2020

Periods included: 8§

Cross-sections included: 41

Fotal panel (balanced) observations: 328

White period instrument welghting matrix

White period standard errors & covariance (d.f. corrected)

Instrument specification: @DYN(ROA,-2) BS(-1) BI(-1) AC(-1) BD (-1) MO(-
1)

[O(-1) OC(-1) LV(-1) FS (-1)

Variable Coefficient Std. Error t-Statistic Prob.
ROA(-1) 20.112609  0.012341 -9.125089 0.0000
BS -0.008379 0.001595 -5.252804 0.0000
Bl 20.050903 0.013031 -3.906343 0.0001
AC 0.008003 0.001033 -7.744636 0.0000
BD 0.022319 0.005279 4.227865 0.0000
MO 10.182478  0.068396 -2.667972 0.0080
1O -0.000263  0.000396 -0.665255 0.5064
ocC 0335654 0.037718 8.898980 0.0000
LV 0.110274  0.003210 -34.35177 0.0000
FS 5 33E-07 2.89E-07 0806145 0.4208
Effects
Speciﬂcation
Cross-section fixed (first differences)
S.D.

Mean  dependent dependent T

-0.001456var
var
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Sum
¥ squared
S.E. of regression 0.057170resiq

Instrume

J-statistic
atistic 29.20598nt rank

1.039365

| 41

Prob(J-statistic) 0558507

Arellano-Bond Serial Correlation Test

Equation: Untitled

Date: 12/09/21 Time: 08:06

Sample: 2011 2020

Included observations: 328

Test order m-Statistic rho SE(rho) Prob.

AR(1) 0.607144  -0.343191  0.565254 0.54338
AR(2) -1.758837  -0.116529  0.066254 0.0786

4. REGRESSION WITH NIM AS DEPENDENT VARIABLE
Dependent Variable: NIM
Method: Panel Generalized Method of Moments
Transformation: First Differences
Date: 12/05/21 Time: 15:49
Sample (adjusted): 20132020
Periods included: 8

Cross-sections included: 41

Total panel (balanced) observations: 3

{ weighting matrix

i -iod instrumen
White period instrul
I ariance (d.f. corrected)

of I3 i 0\/
White period standard errors &ec¢

[ -2) BS(-1)
[nstrument specification: @DYN(NIM )

1)

Digiti28d by Sam Jonah Library

BI(-1) AC(-1) BD(-1) MO(-



niversity of Cape Coast https://ir.ucc.edu.gh/xmlui
IC@(—?) OC(-] ) LV(_]) FS(-])

Variable

Coefficient

Std. Error t-Statistic Prob.
NIM(-1)
-0. =
X 018662 0.006157  3.031048 0.0026
3 20.002635 0,00 rokb
000739 -3.564633 0.0004
Bl 0.140731  0.00708 -
% . 6 -19.86043 0.0000
£ = 2117 SN
: 0.007633  0.001325  -5.762140 0.0000
D A1
-0.035413 0.012139 2917196 0.0038
MO =
-0.001094 0.060587 -0.018064 0.9856
10 -0.000445  0.000149 -2.992892 0.0030
OcC 0.148313  0.015966 9.289296 0.0000
LV 0.042336  0.004074 10.39071 0.0000
FS 4.38E-07  3.00E-07 1.460039 0.1453
Effects Specification
Cross-section fixed (first ditferences)
Mean
dependent
var -0.002646 S.D. dependent var 0.0466006
S.E. of
rearession 0.046893  Sum squared resid 0.699275
1 -ument rank 41
J-statistic 27.30722 Instrumentran
Prob(J-
Hoo 56657
statistic) 0.65605
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Arellano-Bond Serial Correlation Test
v - ( :‘S
Equation: Untitled

Date: 12/05/21 Time: 16:07
Sample: 2011 2020

Included observations: 328

Test order

m-Statistic rho SE(rho) Prob.
AR :
n -8.467680 -0.314004 0.037083 0.0000
AR (D <
AR(2) -0.357612 -0.027901 0.078020 0.7206

5. REGRESSION WITH ROE AS DEPENDENT VARIABLE

Dependent Variable: ROE

Method: Panel Generalized Method of Moments
[ransformation; First Differences

Date: 12/29/21 Time: 03:01

Sample (adjusted): 20 132020

Periods included: 8

Cross-sections included: 41

Total panél (balanced) observations: 328

White pcriod instrument weighting matrix
White period standard errors & covariance (d.[. corrected)

Instrument spcciﬁcalion:

@DYN(ROE.-Z) BS(-1) BI(-1) AC(-1) BD(-1) MO(-

1)
0(-1) OC (- LVED FSED
Variable Coefficient Std. Error t-Statistic Prob.
- o 0.0000
ROBL 0013784 0005028 5741335 0.0065
. 0202430 0044319 2547060 0.0000
5 0052073 0.009840 5288950 0.0000
o 0105805 0041540 715788 0.0000
i 573108 0246214 5336175 0.0201
e 0002203 0002646 0866605  0.3868
L3 ais0an e3sE (1004569 0.0577
2N Co3067T> 0036464 088009  0.2774
b i e 0077670 0,938l
FS 2
192
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Effects Specification

Cross-section [;
SS-section fixed (first dj I‘fercnccs)

Mean dependent v

ar §
S.E. of 1 . 0.011761 sSp. dependent var 0.129426
S.E. of regression
I "h 0.172966  Sum squared resid 9.513631
J-statistic 29
: 29.76000  Instrument rank 41
Prob(J-statistic) 0.529715
Arellano-Bond Serial Correlation Test
Equation: Untitled
Date: 12/29/21 Time: 03:02
Sample: 2011 2020
Included observations: 328
Test order m-Statistic rho SE(rho)  Prob.
AR(1) 1977775 4471098 2260671  0.0480
AR(2) 0.320873  0.362165 [1.128687 0.7483

6. REGRESSION WITH RC AS DEPENDENT VARIABLE
Dependent Variable: RC
Method: Panel Generalized Method of Moments
Transformation: First Differences

Date: 12/09/21 Time: 07:32

: e e
Sample (adjusted): 2013 2020

Periods included: 8

Cross-sections included: 41
.pvations: 328

Total panel (balanced) observations

eighti trix
White period instrument weighting ma

d errors & covariance (d.f. corrected)

White period standar

9
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[nstrument Specification:

@DY
I) l\'lO(-—l) = N(RC.‘z

JBSC1)BI(-1) AC(-1) BD(-

10(-1) OC(-1) LV(-1) FS(-1)

V: able I
iriable Cocﬂlcient Std. Error

(-Statistic ~ Prob,

RC(-
lz(sl) gzzz;‘? 3220;2 6.459686  0.0000
4 e 0. J 8 z_(_m|27 0.0433
2 024401 2513227  0.0125
AC 0.012760  0.003423 3.727897  0.0002
BD 0.069098  0.024135 2.862986 00045
MO 0383622 0.148984 2574926 00105
10 0.000268  0.000593 0450952  0.6523
OC -0.025833  0.122311 -0.211209 0.8329
LV 0.004475  0.026058 0.171730  0.8638
S -2.10E-06  2.03E-06 -1.034496 0.3017

Effects Specification

Cross-section fixed (first differences)

Mean dependent var -0.005136  S.D. dependent var  0.062680
S.E. of regression 0.074277  Sum squared resid 1.754407
J-statistic 33.45743 Instrument rank 41

Prob(J-statistic) 0.348838

Arellano-Bond Serial Correlation Test
Equation: Untitled

Date: 12/09/21 Time: 07:34
Sample: 20112020

Included observations: 328

m-
i Prob.
Test order Statistic rho SE(rho) r
5 189 4.8458064 0.8802
20.150683 -0.730
AR(I)
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0. ,
V00222010002 SR it Yoo

margin, at(bs=
gm, ai(bs (6(2)2()))over(lmnl\' type) pweomp

“‘CO”‘P“"L‘(bOHFen-oni) MoDE are (group)

_____________

| Dcllu-melhod Bonferronj

| Margin Sig. Err. Groups

_ﬂl#bﬂnl(_ly pe J

1#1. domestic | -.0825007 0078415

LM
1#2. foreign | -.0716584 0087644
2#1. domestic | -.0903182 0083429 JK
2#2. forcign | -.0794759 0091823 M
3#1. domestic | -.0981357 .008888| HI
342. forcign | -.0872934 0096485 KL
47# 1. domestic | -.1059532 .0094695 G
4#2. foreign | -.095111 .0101564 1
5#1. domestic | -.1137707 0100809 RE
5#2. foreign | -.1029285 .0106999 GH
6#1. domestic | -.1215882 .010717 BC
6#2. foreign | -.110746 011274 EF
7#1. domestic | -.1294057 0113738 A
7#2. foreign | -.1185635 .0118742 CD
8#1. domestic | -.1372232 .0120479
842, foreign | =126381 .0124968 AB

Note: Margins sharing a letter in the group label are

] . S0, A\ B
not sienificantly differentat the 5% level.

. NIM (BS) (MODERAT[ON)

De]ta-method Bonferroni

| Margin Std. Err.  Groups

________
------------
--------
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_atébank_ty pe |

I#1. domestjc | ~0750522 0133707

I#2. foreign | -.067295g 0164849 '
2#1. domestic | -.0767724 0131248 ;
2#2. foreign | -.069016 0162506 :
3#1. domestic | -.078492¢ 0129103 :
3#2. foreign | -.0707362 016042 :
441. domestic | -.0802128 0127288 2
452, foreign | -.0724564 01586 A
5#1. domestic | -.081933 0125817 A
S#2. foreign | -.0741766 0157055 A
6#1. domestic | -.0836532 0124703 A
0#2. foreign | -.0758968 0155794 A
7#1. domestic | -.0853734 0123954 A
7#2. foreign | -.077617 0154823 &
8#1. domestic | -.0870936 .0123579 A
8#2. foreign | -.0793372 0154149 i

Note: Margins sharing a letter in the group label are not significantly different

at the 5% level.

7. ROE (BS) (MODERATION)

! Delta-method  Bonferroni

| Margin Std. Em. Groups

_at#bank_type |
0200833 0467129 A [JKLMNO

1#1]. domestic |
575865 ABCDEFGH

1#2. foreign | 0179543 .0

A B
2#1. domestic | 0288652 0474388 l
2#2. foreign | 0267361 0582069 .
3 2587
3#1. domestic | 037647 .048 oy :
orei 55179 0589
3#2. foreign | 03551 ’

0464288 049168
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<. loreign [ 7044799 :
=¥98 0596837

5#1. domestic | 0552106 0501619 ;
S5#2. foreign | 0530816 0603335 ;
6#1. domestic 0639924 0512354 L
6#2. foreign ' 0618634 .061454:1 ;
7#1. domestic | 0727743 03523835 234
TH#2. foreign | 0706452 0624428 N
8#1. domestic | .081556] 0536017 H
8#2. foreign | 079427 0634957 O

Note: Mareins .

| : gins shar AL
arg armg a letter in the group label are not significantly different

at the 5% level. 3

2. margin. at(bi=(0(0.1)1)) over(bank_type ) pwcompare (group)
mcompare(bonferroni) (MODERATION)

8.

4. R e e e

& i Delta-method ~ Bonferroni

0. | Margin Std. Err. Groups

R S

8. _au#bank_type|

9 1#1.domestic | -.0683383 .0080034 MO

10. 1#2. foreign | -046857 0081911

11. 2#1. domestic | -.0734522 0081444 K N

12 242, foreign | 0519708 0083107

13. 3#1.domestic | _.0785661 .0083032 J15

0570847 .0084485
-.08368 .0084789 Gl

14, 3#2. foreign |

15, 4#1. domestic |

16. 4#2. foreign | -0621986 0086037 0]
S ST ES L
1678 5#1. domestic | -,0887939 0086705
-0673125 0087754 N

18. 542, foreign l
-.0939078 0088769 DF

_.0724264 10089625
-.0990217 0090972 BC

19. 6#1. domestic |
20. G6#2. foreign |
2410 7#].domestic |
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== TRZ foreign |

0775403 0091642

23. 84 |
237 Sh].cl(nnestic | -.1041356 0093302 =
24, 8#2 foreig HhEs

<. loreign | - 0826549 3
a5 6542 .009379¢ H K

I domestic | -.1092495 0095752

OH9 panas
)52 foreign | -.087768] 0096076

10# t
#1. domestic | -.1143634

0098312
-092882 0098474 C G
~1194773 0100974
-0979959 0100982 AB DE

28. 1042, loreign |
29, 1 I#1. domestic |

30. 11#2. foreign |

e
Note: Margins sharine a lefter ;
argins sharing a letter in the group label are not significantly
different at the 59 level.
ROA (BI)
margin. aubi=(0(0.1)1))  over(ba nk_type )  pwcompare

mcompare(bonferroni)
Delta-method  Bonferroni
Margin Std. Err. Groups
________________ OO o R o M

_at#bank_type |

1#1. domestic | -.0683383 .0080034 MO
1#2. foreign | -.046857 0081911
2#1. domestic | -.0734522 0081444 K N

2#2. foreign | -.0519708 .0083107
3#1. domestic | - 0785661 .0083032 L
_0570847 .0084485

-08368 0084789 Gl
0621986 0086037 0)
-.0887939 0086705 EH

3#2. foreign |
4#1. domestic |
4#2. foreign |

5#1. domestic |

5 N

s42. foreign | -0673122 .00877329 i
887

641, domestic | 0939078 00 :

-.0724264 0089625
-.0990217 0090972 BC
198

6#2. foreign |

741 . domestic |
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2. foreigp |

-0775403 0091642

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

8#1. domestjc | 1041356 0093302 2
8#2. foreign | -.0826542 .0093796— i {
9%1. domestijc | -.1092495 0095752 -
9#2. foreign | -.087768] .0()96076- F 1
10#1. domestic | -.1143634 0098312

10#2. foreign | -092882 0098474 GNG
L1#1. domestic | 1194773 0100974

| 1#2. Ibreign |

Note: Margins sharing

stgnificantly different at the 5%,

NIM (BI) margin, at(mo=(0(0.1)1)

mcompare(bonferroni)

~0979959 0100982 AB DE

g aletter in the group label are not

level.

) over(bank_type ) pwcompare (group)

Delta-method Bonferroni
| Margin Std. Err. Groups
---------------- LY. B Y W TN
_at#bank_type |
1#1. domestic | .0006353 .0105012 TU
1#2. foreign | .0125006 .013613 u
2#1. domestic | -.0108697 0108018 RS
2#2 foreign | 0009956 0139512 S
3#1. domestic | -.0223747 01111 14 PQ
3#2. foreign | -0105094 0142948 QT
4#1. domestic | -0338797 .01142%4 NO
4#2. foreign | _0220144 0146434 O R
5#1. domestic | _ 0453848 011755 LM
5#2. foreign | -.0335194 10149966 M P
64 1. domestic | -0368898 (0120870 JKN
642, foreign | -0450244 0153541 K
0124267 HI
7#1. domestic | -.0683948 5

742. foreign |

03565294 0157157

199
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' 8 .05277]8 FG

Q5 Ly
8#2. foreign | -.0680344 016081 Gl
9%1. domestic | -.0914048 0131223 pE

' -.0795394 0164497 g
10#1. domestic 1

9#2. foreign ]

= = 1029098 0134779 BC
IO?.Q.iorelgn | =.0910444 0168218 C r

F1#]. domestic | -1144148 0138382 A

[1#2, foreign | -1025494 0171969 ABD

NOt 1 NAovrr s e e z
e: Margins shay Ing a letter in the group label are not

- T e 3
signihicantly different at the 5% level.

ROE (B margin, a(mo=(0(0.1)1)) over(bank_type ) pwcompare (group)

mcompare(bonferroni)
| Delta-method Bonferroni

| Margin Std. Err.  Groups

_at#bank_type |

[#1. domestic | .0489654 .0415664 A
1#2. foreign | .035976 .0506703 A
2#1. domestic | .0483037 .0425299 A
2#2. foreign | .0353143 05106996 A
3#1. domestic | 047642 .0435276 A
3#2. foreign | 0346526 0527547 A
4#1. domestic | .0469802 0445572 A
442 foreign | 0339909 053834 A
s#1. domestic | 0463185 0456166 A
5#2. foreign | 0333291 054936 A
6# 1. domestic | 0456568 0467036 A
6#2. foreign | 10326674 0560595 A
0449951 04781 05 A

7#1. domestic |

7#2. foreign | 10320057 0572031 A\
i 44 0489534 /
8#1. domestic | 0443334 >

g#2. foreign | 031344 0383658

5
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71 domestic | 0436716 0501127

92, 1ormgn | 0306822 505 :
<2 0595463 A

10%1. domestic | .0430099 051293 A
10%2. foreign | 0300205 0607436 A

L1#1. domestic | 0423482 0524927 A
V1#2. Toreign | 0293588 0619568 A

NO =% RS = . A v - L o )
te: Margins sharing a letter in the group label are not significantly different

at the 5% level.
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