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Abstract

Purpose — The purpase of this study 5 to examme the influence of corporate governance mechansms
recommended by the Seamities and Exchange Cammission (SEC) of Ghana on firm perfamance as
measurd by acomunting-based ratios {return on assets, retum an equity and earning per share) as well as
market-based measure (Tobm's Q) amang listed Ghanaan companies from 2006 to 2018, These mechansms
are board compostion (board sze, inside directors and outside directors), board committees @udit,
remmeration and nomination), chief executive offcer (CEQ) duality/separation, board meetings and
sharehalder concentration.

Design/methodology/approach — The study used panel regression analysis of data from 38 listed
firms in GGhana from 2006 to 2018 to test how each corporate govemnance variable mitiated by the SEC of
(Ghara contributed to firm performance. Data were extracted from the anmual reports of listed
companies.

Findings — The study found that the presence of both insiders and outsiders an the carporate board
improved fmancial performance. Similarly, board size, frequency o board meetings and sharcholder
conocentrativnownership struchure generally had a postive mpact on financal perffamance. However, the
presence of board committees generally had a negative impact on financial perfarmance while CEO cuality
had no mpact on financial performance.

Practical implications — The study contributes to the inderstandmg of how good carporate governance
practices affect firm performance for both academics and particularly Ghanatan policymakers.
Originality/value — This study provided new findings to bndge the gaps in the general corpomate
govemance lterahre relative to the lack of consensus on financial impacts of caporate governance
mechansms. The finding contributes to knowledge by providing new and ariginal evidence that some current
caporate governance mechan sms are not effective in minimizng the agency problem ma developing setting.
Furthermore, the authors antidpate that the outcomes of this research, which so far 13 the most
camprehensive study in the Ghanaian context in terms of the coverage of carporae governance mechansms
specified by the SEC of (vhana, can significantly shape corporate gov ernance disoourse, practices and policles
in Ghana, particularly and i other developing countries generally to improve financial performance and

carporate sustamability.
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Abstract

Purpose — The purpose of ths paper is to extend the understanding and applicaton of mteractive ties
creatng value through board characteristics, ownership concentration and frms’ perffarmance by using a
contingent theareticalbased framework based on the amalgamation of msourme dependence theory,
stakeholder theory, agency theory, stewardship theory and mstitutional theary I a country with weak
political environment.

i ethodology/approach — Thi stdy inclodes a samplk of an unbalanced panel of 309
non-fmancal sectar firms bisted on Pakistan Stock Exchange (PSX) from 2006 to 2016 In order to address the
551 of unohserved heterogeneity, simufancous and dynami endogeneity, the aurrent study employed the
techmaque Arellano-Bond dynamic panel data estmation under assumptions of GMM (Arellano-Band, 1991).
Findings — The emprrical results suggest that the presence of concentrated ownership moderates and helps
to overcome the agency prob kems thraugh different governance mechanisms such as board size, mdependent
directors and CEQ duality). The larger boards are found to be beneficial whereas the higher representation of
independent directars in the board 15 found to be detrimental for Pakistani foma.

Research limitations/implications — Limitations of the study are, first the current study has analyzed
public-listed firms from the non-financial sector, and second the study has only focused on the finanaal
aspect of the performance. The future research could include other proxes of carporate governance and
ownership stricture such as beard diversity and meetings, audit committee and managerial ownership, etc.
Practical implications — The msearch also helps Pakstani policy makers in numerous ways. Frst, the
carrent study confirms the montaring and expropniation effect of ownership concentration in corporate
governance and performance mechanism. This, the Security and Exchange Commassion of Palastan (SECP)
should make such policies which protect the carporate board agamst the mfhience of concentrated ownership
s0 that the interests of the minority sharehalders are protected. Second, SECP should ensure that all the listed
firms declare a comprehensive profile of therr directors (such as academic qualification, age and experience) m
ther anmal reparts far the better understandmg of the govemance—performance mechansm
Onginality/~value — The arrent study angments the emerging body of lterature on corparate governance
and frm perfarmance mechanism thmough theama tion and testing of existing thearies n anemerging
eonnomy like Pakistan by using wider and newer data set.
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Introduction
The interlinkages among corporate governance and firm performance have been one of the
most researched topics for last the two decades which suggests that the corporate
govemnance mechanism enhances firm performance by minimizing the agency conflicts
between the owner and the managers (McCahery and Vermeulen, 2014). Hence, the
} efficiency of the firns heavily depends upon the alignments of interest between the
shareholders and the managers. It is generally considered that corporate board
s jumsdolBasvs characteristics and ownership concentration is indispensable facet of corporate
;‘,‘,“:‘; it govemance mechanism. Because the effectiveness of the corporate board members
ozl Pulibn Lisatul plays a very pivotal and trailblazing role in guiding the management and scrutinizing
i nnssarssasan  their decision. The conspicuous features of the board of directors which sway firm valuation



Descriptive Statistics
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! Minwmum Miximum Mean Std. Devsation
Efwm 84 -27 930% 59.900% 5.83523% 12 467684%
[Board_Size 81 2 12 531 2484
'Board_Commaiees Y ‘5 10 6.21 0746
/Board_Meeting £ 12 75 2542 10658
|Vl N (stwise) 24
CORRELATION
Board_Commiie
Frm_Porformance Board_Swze s Board_Mesting
Pearson Coerelstica Fitm_Performance 1.000 0251 0280 0210
foad S0 0251 1000 Q127 0064
Board_Commiices 0280 0127 1.000 0.581
Board_Mesting 0210 0064 o581 1000
Sig (1-taked) Firm_Performance 001 0008 0028
Board_Sce 0011 — 1 0.124 0282
Board_Commptess 0005 0124 | 0000
Board_Mecting: 0.028 0282 0.000
N Firm_Performance 84 B4 84 84
Board_Sce 84 B4 84 84
Mm B4 84 4 84
Board_Meeting 84 ) 84 84
Regression
Shatdardawd
Urstandordzoed Cosflomts Corftoents Colinaanty Sutsscs
Madel B 3w Erres Hena 1 g Takiiecs W
e |Crwptort) a8 12575 1735 0087
‘Bowd_Soe 1182 0534 (3513 2212 o030 0885 1047
Powd_Commitns 3000 218 0180 1378 0wz 05 1575
Bawd_ Mestng T 01w o120 0924 038 0Eas 1958
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