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Abstract

The study investigated the influence of corporate governance (CG)
mechanisms on the financial efficiency of listed commercial banks in Ghana,
emphasizing the emerging role of integrated reporting (IR). Financial data
from 2018 to 2023 for eight listed universal banks were analysed using
correlation and regression techniques. The cost-to-income ratio (CIR) served
as the primary metric for financial efficiency. The findings revealed a
significant positive relationship between financial gearing and CIR (f =
0.511, p = 0.001), while other CG mechanisms, such as board size, CEO
duality, and audit committee effectiveness, exhibit negligible impacts
individually. However, collectively, CG mechanisms significantly influence
CIR (p = 0.024). The study underscores the necessity of complementary CG
practices to enhance operational resilience. The study highlights the
potential of IR in improving transparency and stakeholder trust, addressing
critical gaps in existing CG frameworks. Tailored CG prescriptions by the
Bank of Ghana are recommended to optimize efficiency. This research
provides novel insights into the interplay between CG mechanisms and
financial efficiency in an emerging market context, offering actionable
recommendations for policymakers and banking practitioners.

Keywords: Corporate Governance, Integrated Reporting, Ghanaian Banks,
cost-to-income ratio, Financial Efficiency

BACKGROUND

The discourse surrounding Corporate Governance (CG) has garnered
significant attention within governance literature, driven by its substantial
impact on the growth and development of emerging economies (Owiredu &
Kwakye, 2020). The aftermath of major corporate collapses, such as Enron
and WorldCom in the early 2000s, has underscored the heightened
importance of robust CG practices globally (Afriyie, Aidoo, & Agboga,
2021). This spotlight on CG extends beyond advanced economies, resonating
strongly in developing economies like Ghana, which have faced notable CG
challenges. The recent collapse of seven banks in Ghana further underscores
the imperative for sound CG practices in the financial sector (Agyenim-
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Boateng, Aboagye-Otchere & Aboagye, 2020). These developments have
amplified the need for governance systems that can withstand the
complexities of financial sector operations.

The study stems from the pivotal role of CG in enhancing financial
performance, transparency, and resilience in the banking sector, particularly
in emerging economies. Previous studies, such as Thaker et al. (2021),
emphasize that effective CG practices significantly enhance bank efficiency,
transparency, and financial outcomes. Bank efficiency, a critical metric of
performance and managerial effectiveness, gains heightened importance in
the context of Ghana, where deregulation, technological advancements, and
evolving regulatory frameworks have created a dynamic operational
landscape. Despite the wealth of literature on CG and financial efficiency in
Ghana ((Nyarko et al., 2017; Puni & Anlesinya, 2020; Coleman & Wu, 2020;
Owiredu & Kwakye, 2020; Gyamerah, Amo, & Adomako, 2020; Gakpo,
2021; Boachie, 2021; Musah & Adutwumwaa, 2021), the mixed and
inconclusive results necessitate further exploration.

Another driving factor is the inadequacy of CG frameworks highlighted by
the 2017 banking sector crisis in Ghana. This crisis revealed gaps in
governance structures and their inability to prevent collapses, making it
imperative to identify mechanisms that can bolster financial resilience and
efficiency. Additionally, the emergence of Integrated Reporting (IR) as a CG
mechanism offers a novel opportunity to address disclosure and
accountability issues, further motivating the inclusion of IR in this study.

This study explored the relationship between CG mechanisms and financial

efficiency in Ghanaian banks, contributing to the on-going discourse with a

focus on practical and theoretical advancements. The specific objectives

were:

1. To assess the influence of CG variables such as board size, CEO duality,
audit committee effectiveness, and financial gearing on the financial
efficiency of Ghanaian banks;

2. To evaluate the role of Integrated Reporting (IR) in enhancing CG
frameworks within the banking sector; and

3. To provide actionable recommendations for policymakers and
practitioners to strengthen governance structures in Ghana’s financial
sector.

To achieve these objectives, the study addressed the following research
questions:
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How did key CG variables influence the financial efficiency of listed
universal banks in Ghana? What was the role of Integrated Reporting in
improving CG practices in Ghanaian banks? How could robust CG
mechanisms have mitigated governance-related crises in Ghana\u2019s
banking sector?

The research hypothesized that CG mechanisms influence financial efficiency
in Ghanaian universal banks. Analysing the financial reports from 2018 to
2023, the study offers valuable insights for theoretical advancement and
practical application, particularly in addressing the pressing necessity for
enhanced governance frameworks following the 2017 banking sector that
collapsed attributed to weak CG practices. The findings of this study can
guide policymakers and practitioners in implementing robust CG
frameworks, thereby mitigating current challenges and preventing future
crises.

This study extends existing research by adopting a country-wide perspective,
analysing the financial reports of all eight listed universal banks in Ghana
over a five-year period (2018 to 2023). Unlike prior studies that
predominantly focus on traditional CG mechanisms, this research
incorporates Integrated Reporting, highlighting its potential to enhance
disclosure, accountability, and transparency, key elements often
underexplored in CG literature.

Additionally, this research contributes to addressing governance challenges
identified in the 2017 banking sector collapse by offering practical insights
for implementing resilient CG frameworks. Policymakers and practitioners
can leverage the findings to design governance structures that align with
global best practices while addressing the unique challenges faced by
Ghanaian financial institutions in 2019.

The paper is structured to offer a comprehensive analysis of the topic,
covering literature review, methodology, empirical results, and conclusions,
thereby contributing to the on-going discourse on CG and financial efficiency
in Ghana's banking sector.

LITERATURE REVIEW

The Theoretical Framework

The theoretical framework underpinning this study embraces a novel hybrid
perspective of CG, which synthesizes diverse established theoretical
frameworks (van der Weert, Rijn, & Span, 2022; Mendoza-Velazquez et al.,
2022), including agency theory, stewardship theory, stakeholder theory,
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resource dependence theory, and institutional theory. By amalgamating these
frameworks, the approach transcends the constraints of individual theories
while capitalizing on their respective strengths. Notably, this governance
framework stands out for its contextual sensitivity (Gonzélez, Acosta, Mufioz
& Lopez, 2021). Recognizing the intricate nuances of organizational
contexts, the hybrid acknowledges the imperative of tailoring governance
mechanisms to fit the unique circumstances of each organization, taking into
account variations across industries, regions, and organizational sizes.

At the core of this framework lies the imperative of balancing stakeholder
interests (Alam, Ab Rahman, Mustafa, Shah & Rahman, 2019). It advocates
for equilibrium among shareholders, employees, customers, suppliers, and
the broader community, diverging from a zero-sum mind-set. Flexibility and
adaptability emerge as fundamental tenets (Saltaji, 2018). Governance
structures are expected to demonstrate agility and responsiveness to
accommodate the diverse goals and contextual exigencies of organizations.

Moreover, the framework prioritizes long-term sustainability (Langan,
Doherty & Downer, 2023) by championing sustainable and responsible
business practices that account for the enduring consequences of decisions.
Empirical research assumes paramount importance within this paradigm
(Almashhadani, 2021). The perspective underscores the significance of
evidence-based decision-making, advocating for governance practices
grounded in empirical data rather than mere theoretical speculation. This
critical approach elevates the discourse on CG, paving the way for informed
and effective governance strategies.

Each theory is integrated into the study’s constructs to contextualize their
relevance to financial efficiency. For instance, agency theory informs the
relationship between ownership concentration and CIR, while institutional
theory underscores the role of regulatory compliance. The study further
accounts for the multifaceted and dynamic governance landscape in Ghana,
emphasizing the contextual sensitivity, adaptability, and sustainability of
governance mechanisms (Saltaji, 2018; Langan, Doherty, & Downer, 2023).
This hybrid approach also prioritizes evidence-based decision-making,
reinforcing the importance of empirical validation (Almashhadani, 2021).

Models of Corporate Governance

CorporateGovernance (CG) models exhibit remarkable diversity across
nations, shaped by complex interplays of historical, social, legal, and
economic contexts. Broadly categorized, three traditional models of CG stand
out: the Anglo-American model, the German (Rhine) model and the Japanese
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model (Qaxramon o’g’li, 2022). Additionally, the Nordic model and the
emerging global convergence model have garnered significant attention. This
section critically examines these models and their implications for corporate
efficiency.

The Anglo-American model of CG, often portrayed as shareholder-oriented,
prioritizes shareholder interests above all other stakeholders. Central to this
model is the separation of ownership and control, wherein shareholders
delegate control to the board of directors (Aguilera, Marano & Haxhi, 2019).
Comprising both inside and outside directors, the board is tasked with
overseeing management and safeguarding shareholder interests (Cumming et
al., 2017). While the inclusion of independent directors aims to mitigate
conflicts of interest, recent criticisms question their efficacy in providing
oversight (Kalia & Gill, 2023). Moreover, concerns regarding insider control
persist, notwithstanding the model's widespread adoption, particularly in the
United States and the United Kingdom (Aguilera, Marano & Haxhi, 2019).

The German model of CG, distinguished by its two-tiered board system,
epitomizes a balanced approach to governance, fostering long-term stability
and economic growth (Masroor, 2018). The supervisory board, comprising
shareholders and employee representatives, oversees strategic decisions and
appoints members to the management board (Behne, 2017). Notably,
limitations on voting power mitigate shareholder dominance, promoting
collective decision-making for sustained prosperity (D’Alessio & Oberbeck,
2018). While critics contend that the model prioritizes major shareholders, its
inclusive structure has been pivotal in the success of many German
companies (Alam et al., 2019).

In contrast, the Japanese model of CG embodies a stakeholder-oriented
approach, emphasizing the welfare of all stakeholders over shareholder
maximization (Alazzam, 2022). Characterized by insider-dominated boards
and cross-shareholding, this model fosters long-term relationships and
strategic planning (Kozuka, 2019). Although criticized for its resistance to
change, the Japanese model underscores the importance of stakeholder
engagement in decision-making processes (Murphy & Smolarski, 2020).

The Nordic model, prevalent in Scandinavian countries, integrates
transparency, accountability, and social responsibility, combining elements of
both shareholder and stakeholder approaches (Kjerland et al., 2020).
Notably, gender diversity on boards promotes equitable representation and
decision-making (Khatri, 2022). By emphasizing stakeholder engagement
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and environmental considerations, this model fosters sustainable economic
development (Hedenigg, 2019).

The emerging global convergence model seeks to harmonize CG practices
across diverse jurisdictions, promoting transparency, accountability, and
investor protection (Wahyuni et al., 2020). While recognizing the challenges
of achieving full convergence, this model represents a significant step
towards fostering globally consistent governance standards (Gindis et al.,
2020).

Acknowledging the coexistence of numerous regional and national models is
paramount. Variations in CG practices within countries and businesses
underscore the complexity of the global governance landscape (Harper Ho,
2020). Civil law-based systems, prevalent in many European nations,
emphasize codified laws and regulations to govern business activities
(Kantér, 2018). This study positions Ghana’s CG practices within this global
landscape, emphasizing the influence of local regulatory reforms and
contextual nuances on bank efficiency.

Banking Sector Clean-up and Corporate Governance in Ghana

In recent years, the Ghanaian banking sector has undergone a significant
transformation, primarily propelled by a series of reforms aimed at
ameliorating CG and restructuring the industry landscape. These reforms
included diverse strategies, notably the privatization of state-owned
enterprises and the institution of CG codes tailored for listed firms
(Gyamerah, Amo & Adomako, 2020; Nyarko, Yusheng & Zhu, 2017). The
BOG, serving as the authoritative regulator overseeing banking institutions in
Ghana, has diligently enforced measures to foster sound CG practices. This
enforcement was notably accentuated by the adoption of the Risk-Based
Supervision Framework and the issuance of enhanced CG directives in 2018,
precipitated by the misfortune of bank collapses within Ghana (Gyamerah,
Amo & Adomako, 2020).

Embedded within Ghana's banking sector, the legal and regulatory apparatus
outlining CG norms finds its source in diverse legislative instruments,
including the Companies Act 1963 Act 179, Securities Industry Law, Ghana
Stock Exchange Listing rules (2006; L 1. 1509), Banking Act 2004 Act 673,
and Banking Act 2007 Act 738. These legal frameworks are systematically
categorized into six distinct domains, including board responsibility and
accountability, committees of the boards, relationship and rights of
shareholders and stakeholders, financial affairs and auditing, disclosures in
annual reports, and code of ethics (Gyamerah, Amo & Adomako, 2020).
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Undeniably, the establishment of effective CG structures stands as a sine qua
non for prudent supervision and control within the banking domain, thereby
ostensibly strengthening the efficacy of financial institution regulators.

The recent trajectory of Ghana's banking sector has cast a glaring spotlight on
the imperatives of upholding public trust and safeguarding the interests of
myriad stakeholders. Illustratively, in 2018, the Bank of Ghana orchestrated
the revocation of licenses belonging to five banks, subsequently
consolidating them into "The Consolidated Bank' of Ghana, ostensibly citing
a confluence of issues ranging from conflict of interest to soaring operating
costs, financial mismanagement, and malfeasance (Afriyie, Aidoo, &
Agboga, 2021). These actions arguably emblemize the resolute commitment
of the BOG towards the propagation and enforcement of robust CG practices
within Ghana's banking sector.

Corporate Governance and Efficiency

Corporate governance's influence on bank efficiency has been extensively
scrutinized, yielding mixed findings. Gyamerah, Amo, and Adomako (2020)
discovered that large board sizes exacerbate free-rider issues, impeding bank
performance. CEO duality adversely affects efficiency, whereas board
independence positively influences the CIR. Adeabah, Gyeke-Dako, and
Andoh (2019) found gender diversity enhances efficiency up to a threshold,
beyond which its impact wanes. They also noted a positive relationship
between board size and efficiency, contrasting board independence’s negative
impact. Conversely, Ramly, Chan, Mustapha, and Sapiei (2015) argued that
board independence enhances efficiency by bolstering monitoring
capabilities. They found that gender diversity reduces cost and profit
inefficiency. Zeineb and Mensi (2018) emphasized stringent CG enhances
efficiency, especially in Islamic banks, which can take higher risks. Pradhan
et al. (2019) observed that several governance factors, including board size,
independence, and gender diversity, correlate positively with non-performing
loans, indicative of lower efficiency. However, foreign ownership and CEO
duality exhibit negative associations with non-performing loans, suggesting
enhanced efficiency. Despite inconsistencies, it's evident that board size,
independence, gender diversity, domestic ownership, bank age, and size
significantly impact efficiency.

The literature reviewed so far supports the hypothesis that CG impacts listed
commercial banks' efficiency in Ghana. Rooted in a hybrid perspective, it
integrates various theoretical frameworks, emphasizing stakeholder balance,
adaptability, and sustainability (Gonzalez et al., 2021; Alam et al., 2019;
Saltaji, 2018; Langan et al., 2023; Almashhadani, 2021). Analysing CG
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models and Ghana's banking sector trajectory reveals regulatory efforts to
enhance governance practices, emphasizing financial stability (Gyamerah et
al., 2020; Afriyie et al., 2021). Empirical studies show governance's impact
on efficiency through factors like board size, independence, and diversity
(Gyamerah et al., 2020; Adeabah et al., 2019; Ramly et al., 2015; Zeineb &
Mensi, 2018; Pradhan et al., 2019).

Synthesis and Critique of the Literature

The literature on CG and financial efficiency in the context of Ghanaian
banks is rich, yet several key gaps persist. While a significant body of
research has examined the relationship between CG and bank efficiency, the
findings remain inconsistent. Some studies (Gyamerah, Amo & Adomako,
2020) emphasize the negative impact of large board sizes, CEO duality, and
inadequate gender diversity, while others (Ramly et al., 2015) suggest that
independent boards and gender diversity improve bank efficiency. These
contradictions underscore the complexity of the CG-efficiency relationship
and the need for a nuanced understanding of the specific dynamics within
Ghanaian commercial banks.

Furthermore, much of the literature has focused on specific banks or limited
CG variables, leaving a broader, more comprehensive analysis of the entire
sector unaddressed. A country-wide perspective is critical to fully understand
how CG practices across different institutions influence efficiency at a
national scale. Previous studies also offer limited insights into the impact of
Ghana’s recent regulatory reforms on CG and bank efficiency, particularly
those post-2018 following the Bank of Ghana’s reforms. While regulatory
measures have undoubtedly affected CG practices, this aspect remains
underexplored in existing literature.

Additionally, most of the research conducted thus far treats CG variables in a
static manner, without considering how these variables may evolve over time.
Governance structures and their impact on financial efficiency are dynamic,
and therefore, a longitudinal approach is necessary to capture temporal
variations and their implications.

Research Gaps

Despite extensive literature on CG and financial efficiency, several gaps still
persist which provides multiple justifications for the study. While prior
research explores CG’s impact on Ghanaian banks, most studies focus on
select institutions or limited variables, leaving a country-wide perspective
underexplored. This study bridges this gap by analysing financial reports
from all eight listed universal banks in Ghana as of 2023, offering a

137



Impact of Corporate Governance on the Financial Efficiency of Listed Commercial Banks in Ghana
Justice R. Achoanya Ayam and Joseph Ayam

comprehensive national perspective. Contradictory results regarding board
size, independence, and diversity suggest a need for further investigation.
This study employs a hybrid theoretical framework to integrate diverse
governance dimensions, providing nuanced insights. Limited attention has
been paid to the unique effects of Ghana’s recent regulatory reforms on CG
and efficiency. This study addresses this gap by contextualizing findings
within the post-reform landscape, emphasizing the role of enhanced CG
directives. Existing studies often treat CG variables statically, ignoring their
dynamic interactions. This research adopts a longitudinal approach, capturing
temporal variations in governance practices and their efficiency implications.

Justification of Research Objectives

The research objectives are clearly aligned with addressing the identified
gaps in the literature. First, by analysing financial reports from all eight listed
universal banks in Ghana as of 2023, this study provides a comprehensive
national perspective on CG and efficiency, extending beyond the narrow
focus of prior research.

Second, the hybrid theoretical framework employed in this study integrates
multiple governance dimensionssuch as agency theory, stewardship theory,
and stakeholder theory—to offer nuanced insights into the complex
relationships between CG variables and bank efficiency. This approach helps
resolve the contradictions found in previous studies by providing a more
holistic and adaptable perspective.

Third, by situating the analysis within the post-2018 regulatory reform
landscape, the study will shed light on the unique effects of these reforms on
CG practices and bank performance, an area that has received limited
attention in existing research. Finally, the adoption of a longitudinal approach
ensures that this research captures the dynamic nature of CG practices and
their evolving impact on financial efficiency, which is a critical step toward
understanding the long-term implications of governance on bank
performance.

Through these objectives, this study aims to contribute valuable insights into
the impact of corporate governance on the financial efficiency of listed
commercial banks in Ghana, addressing the gaps in the existing literature and
offering a more comprehensive, context-sensitive analysis of the issue.

METHODOLOGY

The research methodology employed a quantitative design approach to
investigate the impact of CG on the financial efficiency of universal banks in

138



Impact of Corporate Governance on the Financial Efficiency of Listed Commercial Banks in Ghana
Justice R. Achoanya Ayam and Joseph Ayam

Ghana. The study population was comprised of all universal banks in Ghana,
which currently stand at 23. The study employed purposive or judgmental
sampling technique, which allowed the selection of eight universal banks
listed on the Ghana Stock Exchange (GSE) and the availability of their
financial statements. The study utilized secondary data collected from the
annual published financial reports of the 8 universal banks listed on the GSE
for the period 2018 to 2023. The published annual financial statement was
used because of its efficiency reliability and ability to control for individual
heterogeneity and multicollinearity (Al Faroogue, Buachoom & Sun, 2020).
The selected period was chosen because it allowed the measurement of the
impact of CG mechanism on operating efficiency after the BoG issued the
enhanced CG directives in 2018. The data collected were mainly CG related
and relevant to the study. The study employed correlation and regression
estimation to analyse the impact of CG mechanisms and banks operating
efficiency using SPSS v 25. This analysis allowed for the examination of the
relationship between CG variables and banks operatingefficiencyusing the
accounting measure of CIR.

Variable Measurement

This section of the study discusses the various research variables used to
measure CG mechanisms impact on banks' financial efficiency. The study
incorporated dependent, independent, and control variables, selected based
on their theoretical relevance and empirical validation in prior studies.
Specifically, the study sought to shed light on the effectiveness of governance
mechanisms in the banking sector by seeking to understand how the
independent variables such as board size, board independence, audit
committee effectiveness, CEO duality, disclosure and transparency, and
integrated reporting impact the dependent variables (i.e. CIR and BOE),
while controlling the variables (i.e. firm size, age and financial gearing).

Dependent variables

In evaluating the financial efficiency of banks, this study employed the
accounting measures, CIR. Calculated as operating expenses divided by
operating income, is a widely accepted accounting measure for financial
efficiency. Its application aligns with studies by Uckar and Petrovic (2021).
The detailed can be found in Table 1.

Independent variables

The independent variables included board size, board independence, audit
committee effectiveness, CEO duality, disclosure and transparency, and
integrated reporting. These variables reflect CG principles outlined by OECD
(2015), as well as studies by Zamil, Ramakrishnan, Jamal, Hatif and Khatib
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(2023) and Dragomir and Dumitru (2023). Each CG element was assigned a
value of "3" if highly applicable to a particular bank and "0" if deemed to
have little or no applicability. The precise definitions of the CG variables can
be found in Table 1.

Control variables

Control variables account for external influences, following established
precedents: The study incorporated a number of control variables, namely
firm size, age, and financial gearing, in line with previous studies (Dzafic &
Polic, 2019). These variables were selected based on their relevance and
significance in prior research, and their definitions and descriptions can be
found in Table 1.
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Table 1: Variable Measurement

Variable

Variable Name

Measurement

Source

Dependant Variable

Cost-to-Income Ratio CIR Operating Expenses/Operating Income Financial Reports (Data);

Uckar and Petrovic (2021)
Independent Variable
Board Size BSz Board Size CG Score Financial Reports (Data); OECD (2015)
Board Independent BID Board Independent CG Score Financial Reports (Data); OECD (2015)
CEO Duality CED CEO Duality CG Score Financial Reports (Data); OECD (2015)
Audit Committee AUC Audit Committee CG Score Financial Reports (Data); OECD (2015)
Disclosure and Transparency DAT Disclosure and Transparency CG Score Financial Reports (Data); OECD (2015)
Integrated Reporting IRE Integrated Reporting CG Score Financial Reports (Data); OECD (2015)
Control Variable
Firm Size SIZE Natural log of total assets of the firm Financial Reports (Data);

Pratama (2018)
Financial Gearing BFG Total debt divided by total assets Financial Reports (Data);

Nguyen and Zhou (2023)
Firm Age AGE Natural logarithm of existing firm’s age  Financial Reports (Data);

Ferris, Javakhadze and Rajkovic (2019)

Source: Field data (2022).
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Diagnostic Testing and Robustness Checks

Prior to conducting the regression analysis, diagnostic tests were undertaken
to evaluate the presence of multicollinearity, a phenomenon where
explanatory variables display high linear dependence (Maulud &
Abdulazeez, 2020). The assessment utilized the Variance Inflation Factor
(VIF) and the Tolerance level, with a VIF value exceeding 10 (Schreiber-
Gregory, 2018) and a tolerance level below 0.02 (Mulyadi & Sihabudin,
2020) indicating potential multicollinearity issues. The VIF test outcomes, as
shown in Table 2, revealed no evidence of multicollinearity, with a mean VIF
value of only 3.823 and a tolerance level of 0.405.

To ensure panel data compatibility, the Hausman test and Breusch-Pagan
Lagrange Multiplier (BP-LM) test were conducted. The Hausman test (x2 =1
2.34, df = 9, p = 0.052) indicated the preference for the random-effects
model. The BP-LM test (LM = 24.56, p = 0.001) further confirmed the
random-effects model as more suitable for the dataset.

The absence of severe multicollinearity, coupled with the confirmation of a
random effects model, reinforces the credibility of the findings on the impact
of corporate governance on the financial efficiency of listed commercial
banks in Ghana.

Table 2: Test of Multicollinearity

Variable VIF Tolerance
Board Size 5.834 0.171
Board Independent 7.337 0.136
CEO Duality 3.502 0.286
Audit Committee 5.094 0.196
Disclosure and Transparency 5.298 0.189
Integrated Reporting 3.496 0.286
Bank Size 1.290 0.775
Bank Age 1.487 0.672
Financial Gearing 1.071 0.933
Mean 3.823 0.405

Source: Field data (2022).

RESULTS AND DISCUSSIONS

Results and Analysis

Descriptive Statistics

The descriptive statistics analysis unveiled significant insights into the
variables under examination. The dependent variable, CIR, exhibited a level
of dispersion with a mean (M) of 74.84 and a standard deviation (SD) of
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36.40, ranging from a minimum of 25 to a maximum of 173, with a variance
of 1,324.81. Among the independent variables, board size, board
independence, CEO duality, audit committee, disclosure and transparency,
and integrated reporting demonstrated a fairly normal distribution, with mean
values ranging from 2.00 to 2.25 and standard deviations ranging from 0.64
to 0.98. The control variables, bank size, bank age, and financial gearing,
displayed mean values of 16.55, 3.69, and 0.86, respectively, with standard
deviations ranging from 0.06 to 1.89. These descriptive statistics offer
preliminary insights into the distribution patterns and dispersion levels of the
CG elements and financial performance indicators across the observed banks.
Please refer to Table 3 for the details.

Table 3: Descriptive Statistics of CG Variables and Banks’ Operating Efficiency

Variables N Min Max M SD Var
CIR 48  24.96 173.19 74.84 36.40 1,324.81
Board Size 48 0 3 2.25 0.84 0.70
Board Independent 48 0 3 2.06 0.98 0.95
CEO Duality 48 1 3 2.00 0.74 0.55
Audit Committee 48 1 3 2.10 0.75 0.56
Disclosure and Transparency 48 0 3 1.96 0.90 0.81
Integrated Reporting 48 0 2 1.40 0.64 0.41
Bank Size 48 15 23 16.55 1.89 3.56
Bank Age 48 2 5 3.69 0.67 0.45
Financial Gearing 48 1 1 0.86 0.06 0.00
Average 48  4.47 21.87 10.77 4.39 133.28

Source: Field data (2022).

Correlation Analysis

The correlation analysis revealed notable findings regarding the relationship
between CG elements and the dependent variable, the operating efficiency
indicator (CIR). Specifically, strong negative correlations were observed
between CIR and several CG elements, including the audit committee (r = -
0.010), integrated reporting (r = -0.014), and bank size (r = -0.119).
Conversely, minimal positive correlations were identified for variables such
as board size (r = 0.088), board independence (r = 0.043), CEO duality (r =
0.138), disclosure and transparency (r = 0.010), and bank age (r = 0.049).
Financial gearing demonstrated an average positive correlation with CIR (r =
0.560). These results indicate very weak relationships among the CG
elements and control variables concerning the operating efficiency of
universal banks in Ghana. These findings provide significant insights into the
interaction between CG and bank efficiency in the Ghanaian context. For
detailed results, refer to Table 4.
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Table 4: Pearson Correlation Results

Variables 1 2 3 4 5 6 7 8 9 10 M SD
CIR - 0.088 0.043 0.138  -0.010 0.010 -0.014  -0.119 0.049 .560™ 74.84 36.40
Board Size 0.088 - .891™ 17 770™ .806™ .680™ 0.059 -0.274 0.024 2.25 0.84
Board 0.043 .891™ - 762" .804™ .804™ .704™ 0.166  -0.268  -0.006
2.06 0.98
Independent
CEO Duality 0.138 TJ17 7627 - .800™ 733" 6227 -0.059  -0.243 0.070 2.00 0.74
Audit -0.010 770" .804™ .800™ - 827" 6177 -0.051  -0.232  -0.050
. 2.10 0.75
Committee
Disclosure and 0.010 .806™  .804™ 733" 827 - 765" 0.095 -0.118  -0.036
1.96 0.90
Transparency
Integra_ted -0.014 .680 704 .622 617 .765 - 0.214 0.135  -0.075 1.40 0.64
Reporting
Bank Size -0.119 0.059 0.166  -0.059  -0.051 0.095 0.214 - 0.136  -0.096 16.55 1.89
Bank Age 0.049 -0.274  -0.268 -0.243 -0.232  -0.118 0.135 0.136 - -0.025 3.69 0.67
Financial .560™ 0.024  -0.006 0.070  -0.050  -0.036 -0.075  -0.096  -0.025
. - 0.86 0.06
Gearing
M 74.84 2.25 2.063 2.104 1.958 1.396 16.551 3.690 0.862
SD 36.40 0.84 0.976 0.751 0.898 0.644 1.886 0.669 0.057

Note: *p <0.01, **p <0.05
Source: Field data (2022)
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Regression Analysis for CIR

The regression analysis aimed to evaluate the relationship between bank
operating efficiency, CIR and various CG and control variables, with a
significance level set at p < .05. The overall regression model for CIR
demonstrated a significant influence of the independent variables, with a p-
value of .024, emphasizing the robustness of the model. Among the
individual predictors, financial gearing exhibited significant impact on CIR,
with p-values of .000 highlighting its role in enhancing bank efficiency.
Conversely, other variables such as board size, board independence, CEO
duality, audit committee, disclosure and transparency, integrated reporting,
bank size, and bank age did not show significant relationships with CIR, as
their p-values exceeded the threshold of p < .05 (p-values of .484, .984, .286,
436, .928, 0.573, 0.637, and 0.320respectively).The details are found in table
5.
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Table 5: Regression Results between CIR

Dependent Independent Coefficient  Std. Error B 95% CI  +95% ClI T p

Variable Variable

CIR Intercept 2226.730 96.494 422.072 -31.387 2.350 0.024
Board Size 9.615 13.597 0.221 117.910 37.140 0.707 0.484
Board Independent 0.260 13.085 0.007 -26.229 26.748 0.020 0.984
CEO Duality 12.839 11.868 0.262 111.187 36.865 1.082 0.286
Audit Committee -11.161 14.184 -0.230 -39.875 17.552 -0.787 0.436
Disclosure and -1.097 12.087 -0.027 -25.566 23.373 -0.091 0.928
Transparency
Integrated Reporting -7.787 13.699 -0.138 -35.520 19.945 -0.568 0.573
Bank Size -1.353 2.840 -0.070 -7.103 4397 -0.476 0.637
Bank Age 8.671 8.598 0.159 -8.735 26.076 1.008 0.320
Financial Gearing 325,511 85.518 0511 152.389 498.633 3.806 0.000

Note. Cl = Confidence Interval, Field data (2022).
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DISCUSSIONS OF RESULTS

The findings presented in Tables 4 and Table 5 demonstrate a significant
negative association between CG practices and the operating efficiency
measure, CIR, at a 5% significance level. The regression results indicate that
among the six CG factors examined, only financial gearing significantly
contribute to banks' operating efficiency.

This finding aligns with previous research by Habib et al. (2022), which
suggests that longstanding banks with a large asset base enhance financial
reporting, reduce agency and overhead costs stemming from managerial
opportunistic behaviour, and decrease information asymmetry. These results
reflect the practical reality that longstanding banks with high-quality assets
provide various stakeholders and investors with the confidence of sustained
profitability, ultimately leading to improved financial efficiency (Lotto,
2019). Moreover, the findings are consistent with the argument that banks
with sustained assets protect the interests of owners and managers, thus
moderating conflicts of interest inherent in corporate management
(Gyamerah, Amo & Adomako, 2020).

The results highlighted the importance of CG practices, specifically the role
of financial gearing, in enhancing operating efficiency in the banking sector.
This conclusion is supported by studies such as Lotto (2019), Naili and
Lahrichi (2022), Cikovic, Smoljic, and Lozic (2021), and EIBannan (2017),
which found that highly efficient and profitable banks tend to exhibit greater
operating efficiency compared to their less profitable counterparts. The
significant positive intercept (p = 0.024) suggests that CG practices, when
collectively implemented, create an enabling governance environment that
enhances financial efficiency. This aligns with the resource-based view,
which posits that complementary governance mechanisms provide
synergistic benefits, even if individual mechanisms appear ineffective in
isolation, thus validating the study hypothesis (H1).These findings also
challenge simplistic assumptions that CG mechanisms independently drive
efficiency. Instead, they suggest a nuanced view where governance elements
function as a cohesive system. This interpretation aligns with studies by
Cikovic et al. (2021) and EIBannan (2017), which advocate for an integrated
approach to CG for achieving sustainable efficiency.

These results highlighted the need for further research to explore the impact
of other CG factors and their specific mechanisms on operating efficiency.
The current findings contribute to the literature by demonstrating how CG
practices, particularly financial gearing, play a critical role in the operational
success of banks. This research offers a comprehensive understanding of the
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determinants of bank efficiency within the context of Ghana's listed
commercial banks by integrating these findings with existing studies.

CONCLUSIONS AND RECOMMENDATIONS

The study concludes that while individual CG variables such as board size,
board independence, and CEO duality do not significantly impact CIR, the
collective implementation of CG practices enhances operational efficiency,
as evidenced by the significant intercept. Financial gearing emerges as the
most critical determinant of efficiency, reinforcing its strategic role in
governance. These findings highlighted the need for an integrated approach
to CG, where mechanisms complement each other to foster operational
resilience. This study provided actionable recommendations for practitioners,
regulatory bodies, and policymakers aimed at enhancing the CG practices
and financial efficiency of Ghanaian universal banks. These
recommendations address critical governance, operational, and policy-level
considerations:

Implement Proactive Governance and Risk Management Systems: Listed
banks must adopt governance systems that prioritize proactive risk
identification, effective control, and mitigation strategies. Regulatory
authorities, especially those overseeing the stock market, should enforce
compliance by ensuring that banks consistently emphasize risk management.
Regular governance process reviews by corporate boards and management
teams can pre-empt potential financial distress and reinforce financial
stability.

Adopt and Fully Implement Integrated Reporting (IR): Integrated
Reporting (IR) should be leveraged as a strategic tool to enhance disclosure
and transparency. This approach improves stakeholders’ and investors’
confidence by demonstrating the alignment of financial and non-financial
performance with long-term organizational goals. Regulatory frameworks
should incentivize and monitor the adoption of IR by listed banks.

Strengthen Corporate Board Competence and Composition: Boards
should consist of more than 50% non-executive members, ensuring
independence and objectivity in decision-making. Board size should be
capped at nine members to maintain efficiency and accountability. The
periodic review of “fit and proper” directives is crucial for ensuring that
board members possess the requisite expertise and qualifications to address
the dynamic challenges of the banking sector.
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Monitor and Optimize the Cost-to-Income Ratio (CIR): Banks must
actively monitor their Cost-to-Income Ratio (CIR), aiming to maintain it
within acceptable thresholds. High CIR levels signal operational
inefficiencies, potentially undermining financial performance. Targeted cost-
reduction strategies and efficient resource allocation are essential to improve
operational and financial outcomes.

Leverage Financial Gearing for Enhanced Efficiency: Optimizing
financial gearing—the ratio of debt to equity—is critical for improving
operational efficiency and resilience. Policy makers and executives must
align gearing strategies with the overarching goal of maximizing value
creation while mitigating risks associated with excessive leverage.

Adopt a Holistic CG Framework: Banks should develop and implement
cohesive CG frameworks that integrate various governance mechanisms,
emphasizing their collective impact. This resource-based perspective
highlights the importance of complementary governance practices that work
synergistically to enhance financial efficiency.

Promote Synergy in CG Mechanisms: Regulatory and policy frameworks
should prioritize the systemic interaction of CG elements over isolated
interventions. A synergistic approach fosters sustainable operational and
financial efficiency across the banking sector, creating a resilient governance
ecosystem.

Policy Implications: Robust corporate governance mechanisms—grounded
in accountability, transparency, and ethical standards—inspire stakeholder
confidence, foster a stable investment environment, and enhance financial
efficiency. By enabling clear governance protocols and well-regulated
frameworks, policymakers can reduce governance-related crises, protect
investors and depositors, and ensure financial institutions’ stability and
integrity. These measures collectively safeguard stakeholder interests,
contribute to economic resilience, and promote sustainable growth in
Ghana’s banking sector.

Recommendations for Further Studies

The current study aimed to analyse the impact of CG mechanism, CIR, and
operating efficiency on listed banks in Ghana. The findings suggest that
future research should replicate this study to investigate the influence of CG,
capital structure, and operating efficiency. Additionally, exploring the effects
of CG, CIR, and operating efficiency in major international banks in Africa
would be valuable. Furthermore, conducting a comprehensive examination of
how CG and climate change affect the world's largest corporations and their
strategies in a carbon-constrained world is recommended. This study
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contributes to the existing empirical evidence on CG by developing a
comprehensive governance code index based on various factors that measure
country-level CG mechanism. The objective is to establish the relationship
between the country-level index and the operating efficiency of listed banks
in Ghana.
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Abstract

This study examined the drivers of the profitability of insurance companies in
Tanzania. Subjecting secondary data extracted from the Annual Insurance
Performance Report issued by the Tanzania Insurance Regulatory Authority
to analysis, the study found the sample to be unbalanced as it did from 2011
to 2020. Nevertheless, it yielded 218 firms’ year observations for analysis.
Moreover, the study employed panel data regression models to calibrate the
influence of the drivers on the profitability of insurance companies. The
results indicate that market share and net premium significantly and
positively correlated with the profitability of insurance companies in
Tanzania. Furthermore, the study found a significant converse relationship
between incurred claims and the profitability of insurance companies in
Tanzania. Based on the research findings, the study recommends that the
executives of insurance companies should expand their market share using
marketing penetrating strategies to boost profitability. Likewise, they should
strive to manage efficient incurred claims as they affect conversely the
profitability of insurance companies.

Keywords: Profitability, Insurance Companies, Tanzania, Market share, Net
premium, and Incurred premium

INTRODUCTION

Well-performing insurance companies provide financial services and enhance
financial stability that stimulates stable economic development, hence
playing a vital role in national progress(Kaushal & Ghosh, 2018). Financial
services such as the underwriting of risks inherent in economic entities create
financial stability for economic growth. Moreover, well-performing
insurance companies create favourable economic conditions that can lead to
stable and sustainable development.

In Africa, the insurance sector has been growing steadily since 2000, thanks
to the acceleration by growth in Gross Domestic Product (GDP) and per
capita income(Han et al., 2010). For Tanzania, the growth of the insurance
sector in the country has similarly been influenced by GDP growth over the
years, according to (Abbas and Li,2016). Moreover, Kahyarara (2022)
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