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ABSTRACT 

 

This study entails to assess the impact of corporate governance on financial 

performance of the financial institutions listed in the Tanzanian stock market. The 

study was guided by three predicting variables which were regarded as indicators of 

the independent variable. The purpose of this study is to examine if good corporate 

governance lead to the strong and positive financial performance of the financial 

institutions. These variables include board size, board composition and CEO duality 

which were tested on financial performance as a dependent variable, which was 

represented by ROA and ROE. The study applied explanatory designs with facts 

collected through causal relationship approach. The study used secondary data which 

were obtained from the financial statements of the sampled firms to analyze the 

relationship between variables of the study for a period of 15 years from 2004 to 

2019.Methodology used in this study descriptive design was adopted in analyzing the 

correlation between corporate government and financial performance, this study 

conducted at dar es salaam stock exchange The results indicate that all the 

independent variables i.e. board size (BS), Board composition and CEO duality 

impacts positively the performance of the sampled firms however, Board 

Composition and Board size significantly impact the performance since the level of 

significant is less than 0.05 and R-square is above 50% while CEO the significant 

level is above 0.05 and R-square is less than 50%. These results implies that the 

performance of financial institutions listed in the stock market are highly influenced 

by board size and composition of the board members. This entails that as the size of 

the board among members is adequate as well as the composition of the board as the 

machinery is also adequate automatically performance is likely to be attained. This 

study recommend that the size of board of director’s and composition of the board 

should always be adequate and sufficiency to ensure that the discussion on the 

matters for the greater good of the organization as bank such as 

forecasting,lending,investment and other decision are adequate and sufficiency. 
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CHAPTER ONE 

1.0 NTRODUCTION 

1.1 BACKGROUND OF THE STUDY 

Corporate governance concept have paid attention by the policy agendas in developed 

market for over a decade gradually this concept taking its place as a priority in the 

African markets according to  (World Bank, 2015). The crisis in Asia has observed 

poor performance of the corporate sector in Africa thus was bring new attention to the 

concept of corporate governance (Dalton, 2013).   

 

Corporate governance of the corporation lead to the good performance thus has 

receive much attention in economic as well as in the finance literature over the last 30 

years inside the period it has become the subject of the public and academic debate all 

over the word by regulators, executives ,academics and investors and this attention is 

motivated by the Asian financial crisis of the 1990 and this financial scandals was 

rocked the U.S economy un early and late 2000 and Euron and Wold Co in the USA 

shocked business world with both the scale and age of their illegal operations and this 

collapse of the corporation indicate dangerous iceberg (Dalton, 2013).   

 

In US companies’ corporate practices come under attack and the problem was more 

well-known. Trusted companies and large companies like Parmalat in Italy, 

Multinational newspaper group Hollinger Inc. Adephina Communications Company, 

Global Crossing Limited and Tyco International Limited discovered significant and 

deep-seated problems in the corporate governance Also New York Stock exchange 

had to remove its director Dick Grasso amidst public disagreement over too much 

compensation (La Porta, 2009).   

 

Due to the unsuitable shareholding percentages in Australia shareholders use their 

authority improperly in the election of the chairman and the CEO who would to meet 

the interest and the advantage of the shareholder the result lead to the collapse of 



2 

 

Heath International holdings Insurance Limited and other largest insurance company 

with its group companies in Australia (OECD, Principles of Corporate Governance 

Paris, 2010).   

 

In Europe be short of specify the division of rights and responsibilities for large and 

small companies and due to the poor system of directing, managing and controlling 

the corporation among different participants such as managers ,employee, 

shareholders as well as other stakeholder. Harris Scarfe Limited collapsed in April 

2001 after revelations of serious financial irregulaties over six year period (OECD, 

Principles of Corporate Governance Paris, 2010)   

 

In Africa initial public offerings and takeover which are major financial event are 

associated with debate about the efficiency of the various governance mechanisms of 

financial distress as previous issue which discussed major issue rise to concern the 

effectiveness of the outside directors the relationship between governance and 

executive compensation as well as compensation reflects performance.   

 

In East Africa June 1998 and September 1999 to increase awareness and promote 

regional co-operation for corporate governance many conference were held in 

Kampala and Uganda regional member of the state were encouraged to increase code 

of best practice and to encourage corporate governance and that attempt was made in 

East Africa for the aim of harmonize the corporate governance and all this was under 

East Africa Cooperation in 1998 at the conference its was resolved that due to the 

founding for the regional body for the purpose of promote corporate governance and 

the solution was reaffirmed at the 1999 conference that’s why this conference was 

established in East Africa(Governance C. f., 2004).   

 

Despite of the number of the scholars and studies undertaken on this subject there still 

there is are argument on the impact of corporate governance on firm financial 

performance on microfinance and  more link between good corporate governance and 

strong financial performance of the financial institution such as microfinance in 



3 

 

Tanzania its well-known that microfinance pray major function on the economy of 

any country due to their saving of fund and they use to direct this fund for the aim of 

increasing their production capacities. The large industry which has much concern on 

corporate governance in their industry their achievement is due to the good corporate 

governance for the aim of increase firms market in the industry for the success of the 

corporations (Opondo, 2012).   

 

Corporate governance defines as set of relationship between the company’s 

management, board, its shareholder and stakeholder also corporate governance 

through the objectives of the company and the means of attains those objectives and 

monitoring through providing the good structure to the company’s mostly is used as 

means of power to safeguard company asset and resources for the aim of increase the 

value of the shareholder as well as to achieve and to increase the interest of all 

shareholder and stakeholder(OECD, 2004).   

 

Financial performance it’s based on the issues that are bringing direct effect on the 

financial report and the financial statement. The analysis of the financial statement 

focus on the items like growth of the dividend, sales turnover, capital employed and 

capital base among other organizations. Financial indicator is the fundamental 

indicator for economic unit success thus the strong achievement of the institutions 

goal and objectives it’s due to the strong financial performance (Nyamita, 2014).   

 

Financial ratios are the measurement of financial performance such as liquidity ratios, 

activity ratio, profitability ratio, debts ratio thus financial performance can base into 

different perspective such as solvency, profitability and liquidity. Through accounting 

base company can measure performance through return on equity (ROE), Return on 

asset (ROA) and gross profit margin (Mwangi, 2016) many financial institutions like 

microfinance used to measure their performance through ratios.   
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1.2 Corporate Governance  

Refers as the collection of laws, mechanism, institutions, customs, polices and by 

which organization are directed and operated as well as administer corporate 

governance it’s very important for the organization because its help the organization 

to manage, control and to achieve their goals for the aim of manage the interest, right 

and responsibilities of different participant such as manager, board of director, 

managers, creditors, auditors, shareholder and other stakeholder.(Humera, 2014) It’s 

also reduce the agency problem between employees, shareholder and stockholder in 

the organization.   

 

The aim of corporate governance is to balance power among different shareholder. 

Environment in the organization in which the organization operate under fair, 

transparent and responsible of their action and their daily works and thus it’s bring 

good practice of corporate governance in the organization because meet the interest of 

both shareholder and stakeholder.(Nabil, 2014)  

 

1.3 Financial Performance  

Financial performance is the measurement of organization or company’s ability to 

generate profit and revenue by managing and controlling its own resources for the 

aim of maximize firms profit and to minimize cost of the organization. Thus financial 

performance of the firms or companies can be measure through capital adequacy, 

solvency, efficiency, profitability and leverage. Company’s make decisions about 

financial performance by using financial statement such as statement of financial 

position, statement of cash flow, statement of change in equity, income statement it’s 

very important for the organization to take into consideration the issue of financial 

analysis and  technical .Behavior of the organization can be known through 

economics, financial management and accounting. (Mochklas, 2018)   

 

The essence of financial statement used by many company to measure financial 

performance through financial analysis and this analysis can be applied by both small 

enterprises and larger enterprises in order to made good decision it’s better to made 
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decision with the same company, the similar company to the same group as well as 

average value of certain indicator of other enterprise belonging to the same industry. 

That’s why many company try to operate with strong financial performance for the 

aim of attract shareholder. Shareholder used to invest to the companies which are 

good financially.   

 

1.4 Corporate governance and firm performance  

Firms which operate under good corporate governance implies positive image to the 

shareholder and stakeholder that there is strong financial performance it’s not easy for 

firm to undergo financial distress. The firm which is well managed and controlling 

has strong financial performance compared to those with no good corporate 

performance. Corporate governance is taking into consideration or aimed to 

maximize shareholder wealth by proper supervision of the operations of the firm for 

the aims of attaining organizations goals thus by attaining the organization goals and 

objectives its lead to the success of the shareholder goals.   

 

Reduction of agency cost and inefficiency is due to the poor corporate governance 

practice because there is positive relationship between good corporate governance 

and agency cost as well as inefficiency this inefficiency lead to the conflict of interest 

between managers, investors and shareholders. (Mochklas, 2018)   

 

Due to the positive relationship between corporate governance and financial 

performance financial institutions must operate under good corporate governance and 

strong financial performance for the success of the firms in short run and long run for 

the aim of meet shareholder goals as well as their interest of shareholder and 

stakeholder to the surrounded society.   

 

1.5 Statement of the Problem   

Corporate governance receive much attention for the last two decades due to the high 

profile collapse of the number of large corporation in the developed countries such as 

Adelphia, Enron and WorldCom recent in U.S regulations as the Sarbanes-Oxley Act 
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2002 were serving as the driving force and were considered to be the most sweeping 

corporate governance regulations in the past 70 years (Burcin, 2015)poor governance 

regulators and governance advocate was due to the collapse of these corporations 

(Abdel-Khalik, 2002)thus If their assertion is correct then there must be an existence 

of a market premium for well governed firms.   

 

In Tanzania there is lack of documented empirical literature on the impact of 

corporate governance on Tanzanian FI financial performance and the challenge to 

address the corporate governance of the financial institutions. And a part of the effort 

to address the issue of corporate governance it’s very important and need to research 

of this nature to start on describe the CG of FIs in Tanzania as well as to quantify the 

effect of this practice on the performance and the growth of FIs industry in Tanzania. 

According to (Alex Mavika, 2013) he also focuses on the impact of corporate 

governance towards organization performance the case study of Tanzania Portland 

Cement  Company limited.(Matinde, The quality of corporate governance practice of 

Tanzania listed firms, 2013). Analyze the quality of corporate governance practice of 

Tanzania listed firm.   

 

In response this study want to research whether there required corporate governance 

in Tanzanian FIs and if has strong impact on their financial performance Because 

here in Tanzania there is lack of literature reviewed on corporate governance 

especially in financial institutions sector this stud will focus on examine the 

relationship between the proportions of female members in the BODs relate to 

financial performance of financial institutions, the impact of the CEO duality on 

financial performance of financial institutions and to identify correlation between 

board size and financial performance of the financial institutions.   

 

1.6 General Objective  

The main objective of this study will be to assess impact of corporate governance 

practices on financial performance of financial institutions listed at DSE.   
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1.7 Specific Objectives  

i. To examine the impact of board composition on financial performance of 

financial institutions 

ii. To examine the  impact of the CEO duality on financial performance of 

financial institutions   

iii. To examine the impact of board size on financial performance of financial 

institutions   

 

1.8 Research questions  

i. How does the impact of board composition affect financial performance of the 

financial institutions?   

ii. How does the impact CEO duality affect the financial performance of the 

financial institutions? 

iii. What is the impact of the board size on financial performance of the financial 

institutions?   

 

1.9 Significance of the study  

The finding of the study focused on understanding impact of good corporate 

governance and strong financial performance of Financial institutions in Tanzania 

with the aim that the result will proved the indicator of corporate governance to 

Financial institutions in Tanzania thus corporate governance lead to the accountability 

and transparent to the shareholder for the purpose of minimize bias and inequalities in 

order to keep away from mismanagement and fraud for the aim of improve the access 

capital, risk mitigation and to safeguard stakeholder in the institutions and thus it 

leads to the good corporate governance and strong financial performance as well as 

economy of the country.   

1.10 Limitations of the study 

This study face difference challenges such as lack of financial reasorces, short period 

of time to conduct the research in financial institution listed at dar es salaam stock 

exchange also COVID-19 Pandemic was challenge because it was are difficult for a 
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researcher to meet with supervisor directly instead the researcher use email to 

communicate though it was very challenging. 

 

1.11 Organization of the Study 

This study is organized into six chapters. That is chapter one up to chapter six, 

chapter one include the following introduction of the study, that covered introduction 

paragraph, background of the study, statement of the problem, objective of the study, 

research question, significant of the study and limitation of the study. Chapter two 

involve literature review which covered theoretical review, empirical review and 

conceptual framework. Chapter three bending of Research methodology and it has 

covered the research design, study area, and method of data collected, data analysis 

technique that used. Chapter four was about data analysis and finding, Chapter five 

was about discution of the results and chapter six as last chapter was about summary, 

conclusion and recommentions. 

 

 

 

 

CHAPTER TWO 

 

LITERATURE REVIEW 

 

2.1 introduction  

Literature review identify and examine the work done by other scholars and 

researchers with reference to corporate governance and financial performance and 

this reviews will bring knowledge of what has been done .This chapter will focus on 

the theoretical review, empirical reviews, conceptual framework as well as the 

summary of the literature review.    
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2.2 Theoretical Framework  

Theoretical review provide the comprehensive knowledge of what has been done and 

act upon the study result and finding which build by the theories are for the purpose 

of overcome the limitations of the previous studies. This study will be guided by the 

following theories such Agency theory, Shareholder theory, Resource dependency 

theory as well as stewardship theory. 

 

2.2.1 Agency Theory  

The theory was developed by (Jensen Michael, 1976) the roots of this theory are from 

economic theory. Agency theory base on the idea that there separation of ownership 

and management in are modem company thus in that company there are relationship 

between shareholders and its agents such as directors and their managers therefore 

principals or owners of the company are the one who employ agents for the aim of 

fulfill the objectives of the company as well to meet shareholder need by increasing 

wealth of the institutions and at the same time to maximize the profit of the institution 

or organization and principal are used to assign the operations of the company to the 

managers or directors.(Clark, 2004).Though there some factors which affect this 

theory such as the theory is simple so its lead to reduce the corporations between 

managers and shareholder also the theory propose the managers or employee can 

have self-interest in the organization.   
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This theory argue that owners and managers has different interest that’s managers act 

on their interest thus owner of the company need board member for the aim of 

monitor the manager to act on the line of shareholder and not on their interest. The 

theory suggests that board participations are more important for the effectively 

monitoring top management. (Jensen Michael, 1976)  

Agency theory argue that more power and significant ownership in the corporation 

belongs to the top management in order to protected the link of the firm’s corporate 

governance and stock ownership for the top managers.(Berle, 1932) The conflict of 

interest increase when the Top management want to hold sum amount of stock and 

thus will lead managers will not willing to fulfill their responsibility on their decision 

making(Mallin, 2010) .The agency theory requires and expects top manager to make 

decision for the interest of owner of the company though its reach the point top 

manager fails to do so and make decision on their best interest.   

 

The theory is very important in this study because in terms of corporate governance 

managers and directors safeguard the image of the corporation and managers are 

supposed to full fill the interest of the owners of the company CG principle ensure 

that top management act and make their decision on the line to achieve shareholder 

needs by maximizing shareholder wealth as well as to meet the corporation objective 

through maximizing profit of the company. Thus agency theory persist the 

establishment of strong CG rules for the aim of reduce or eliminate managers self-

interest (Mwangi &. J., 2013)   

 

2.2.2 Shareholder Theory  

Several years after agency theory shareholder theory was postulated (Baker & 

Andeson, 2010) and this theory turn away the interest of academician from the owner 

manager dichotomy and supply chain was the wider more focus the theory insist that 

the corporation has many significant stakeholder and not only the owner and the 

manager, according to (Dkhili, 2012) suppliers, employees and business partners 

these are other stakeholder.   
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Stakeholder theory argue that the company are social entities that affected by the 

success of the firms objective that parties like government bodies, political group, 

trade association, trade unions, communities, associated corporations  and general 

public should be involved.(Yusoff & Alhaji, 2012)   

 

In the other hand competitors and potential client are regarded as stakeholders 

because can help the company to work in efficiency way at the market place many 

scholars recognize that shareholder theory are more prominent because the impact of 

many activities of an entity of external environment requiring accountability of 

shareholders.(Yusoff & Alhaji, 2012)Therefore the interest of shareholders to take 

into account about the development in long run relationship and trust to the other 

stakeholder (Mayer, 1996)   

 

One of the most difficult household tasks on the improvement agenda is how to 

develop corporate governance frameworks and mechanisms that bring out the socially 

efficient levels of investment by all stakeholders. The complexity, however, is to 

identify those frameworks and mechanisms which promote efficient levels of 

investment, while at the same time maintaining the performance accountability 

aspects provided by the shareholder model. At a minimum, this implies that 

mechanisms that promote stakeholder investment and co-operation should be adopted 

in conjunction with mechanisms aimed at preventing management entrenchment 

(Keasey, 1997). Stakeholder objectives should not be used to prevent clear guidance 

on how the firms’ objectives and priorities are set. How the firm will attain those 

objectives and how performance monitoring will be determined also need 4o be 

clearly defined.     

 

2.2.3 Resource Dependency Theory  

This theory refer that environment are the scarce resource whereby organization 

dependent on these finite resource for survival and the uncertainty of company 

operate in that environment is due to the lack of control its very important to develop 

different ways utilize resource which are required by other corporation for their own 
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survival its argue that the ability of the to maintain and attain resource is the key of 

the company survival (Pfeffer & Salancik, 1978)   

 

Environmental linkage could reduce transactional cost which is associated with 

environment interdependency thus board of director of the company are most 

important for captivating critical element of environmental uncertainty in the 

organization and those directors are responsible to make sure that they maximize the 

provision of important resource to the company different linkages and resource to are 

corporate board should are introduced differently by each director in the board. 

(Clark, 2004)   

 

2.2.4 Stewardship Theory     

Stewardship theory argues that manager can act under good steward for the interest of 

the owners and this theory argument is different from agency theory (Donaldson & 

Davis, 1991). Stewardship theory base on social psychology which focus mostly on 

the behavior of executive and the stewardship behavior has higher utility than 

individualistic self-convenient behavior and this stewardship behavior will not be 

separated under the required interest of the organization because this theory seek to 

attain the objective of the organization as well as to maximize shareholders wealth 

(Davis Schoorman & Donaldson, 1997)   

 

According to (Smallman, 2004) state that when the steward’s utilities are maximized 

then shareholder wealth should be maximized too because when the stewards have 

the clear mission in the organization then the success of the organization will serve 

the most requirements, He also argue that tension balance steward between different 

beneficiary and other interest group therefore this theory put forward the performance 

of the organization and make sure that the performance meet the requirement of the 

interested parties approaching in dynamic performance equilibrium for balanced 

governance   
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The stewardship theory see the is strong relationship between managers and 

achievement of the firm, therefore this theory see that  firms performance lead to 

protect and maximized shareholder wealth or will increase the value of the firm and 

the satisfaction of most shareholders or owners group in the organization is due to the 

improvement of performance and achievements and this group are satisfies due to the 

increase of organization value as well as shareholders wealth(Davis Schoorman & 

Donaldson, 1997) The position of the CEO and chairman is under one person the 

chance of the company and the power to determine strategy if the responsibility of the 

one person thus under this theory focus on empowerments rather than monitoring and 

control therefore the financial performance of the firm should ensure the structure are 

in place that managers are empowered under well facilitated for the purpose of 

accomplish objectives of the firm for that reason to meet his own objective in the 

process.(Clarke T, 2004)   

 

2.3 Concept of Corporate Governance   

Corporate governance has different definitions (Davis Schoorman & Donaldson, 

1997)it can be refers as a matter which is concerned with holding balance between 

economic and social goals and between individual and collective goals (Clarke T, 

2004)accountability for the stewardship resource of those resource is due to the 

efficient resource and this efficient resource are stipulated by the governance 

framework and the purpose of is to bring into line as nearly as possible the interest of 

individuals, society and corporation as well its lead to the strong relationship between 

a n organization management ,its board, its shareholder and other stakeholder thus 

corporate governance its deal with mitigation of the conflict of interests of 

stakeholders( Mallin, 2010)   

 

Principles of corporate governance provide specific regulation for those who make 

policy for the company as well as market participant in improve legal institutional 

guidance framework for the corporation’s mostly corporate governance base on 

publicly traded also suggestions for stock exchanges, investors, organization and 

other parties corporate governance can provide that and all established  principles by 
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the relevant authorities in their required arrears corporations are required to adhere all 

the principles (Berle, 1932). In 1999 the OECD principles were originally allotted and 

the international benchmark for corporate governance started for the CEO since then 

and the formation of that principles both government and private sector reform 

initiative and they influencing thinking around the world in 2003 the principles were 

revised and six key areas of corporate government by insuring the basis corporate 

governance work on the basis of effective way, shareholder right, shareholder 

equitable treatment, the role of shareholder in corporate governance, disclosure and 

Transparent and responsibility of the board (Michael, 1976).  

  

Capital Market and security authority and the steering committee on corporate 

governance in Tanzania in 2002 effective corporate governance are introduced 

separate but related sets of principles which corporation are being encouraged to 

accept and implement their four major parts which are covered such as Directors 

including board and board committees, remuneration, role of chairman and chief 

executive, shareholders, accountability and audit CMSA 2002   

 

2.4 CEO’S Gender and Financial Institutions  Financial performance   

Women CEOs increase performance of the FIs and improve performance (Dkhili, 

2012) there is nation that could be the added value by bring different perspective, 

experience and opinions (Siele, 2009) Thus it believed that generally women has 

more expectations in terms of responsibilities as directors which will lead to the 

influence of the board’s effectiveness toward productivity of the company (Sassalos, 

2009). According to (Strom, 2007)argue that the high level of fraction of the women 

on the board would help the FI understand its customers better; which is expected to 

translate into better FI performance due to the fact that many clients in FI are women. 

Other scholars research on gender diversity in the meeting room show that the female 

directors have small number attendance problems at the board meeting than the male 

counterpart.   
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2.5 Concept of Financial institutions  

Financial institutions refers as the provision financial services commonly save and 

bring credit to the higher, lower, middle income earner and to the poor. Most of the 

Financial institutions they have the access to conventional commercial banks (Rock, 

1998)   

 

According to (Ledger wood, 1999) argue that Financial refers as an institution that 

provides financial service to the higher and middle income clients. (Robinson, 2001) 

Define financial institutions as financial service primary provide population (Siele, 

2009) credit and saving to the people who farm house such herd at large and medium 

scale and those enterprises which operate at large scale. According to (Robinson, 

2001). Financial institutions is financial services primarily credit and savings 

provided to companies which are large , fish or herd at a small scale and those who 

operate small enterprises.   

 

FI in Tanzania over years ago the achievement of FI depend under the both large and 

small group of people as well as one individual who are committed to the long term 

goals of the company but when the institutions expand in terms of skills and 

governance as well organized in structure at place become more essential for the 

development of the organization. FI in Tanzania including non-Governmental 

organizations NGOs, savings and credit cooperative (SACCOs) and informal money 

lenders they where they can deposit from the public and this call for effective and 

strong corporate governance specifically for deposit taking for the protection of large 

depositors.   

 

2.6 Corporate governance and FIs financial performance  

FIs in Africa lag at the back other global regions in financial performance way and 

the growing of the many FIs mostly regulated and cooperative FIs are more profit 

oriented    
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The major objectives of FIs sector in developing country is to contribute to the 

development and mitigation of poverty and this goals lead to the reaching more 

customers and poor another target of FI is to achieve their goals financially which 

will lead to good financial performance of the institutions and financial sustainability 

of the FI and this will lead to the poverty reduction in the country. (Lafourcade, 

2005)also it lead to the world in savings mobilization to both quantity client served 

and the absolute volume of savings on deposit though FIs they still face more 

challenges such as working in rural areas where the population concentration and 

poor infrastructure result in high operating costs and for those result organization 

continue seek ways to increase effectiveness though better communication by 

improving lending product that act in response to the needs of clients and modern 

technology (Siele, 2009)   

 

Good corporate governance lead to the FIs performance Brickley (1994) in spite of 

acknowledged notion that effective corporate governance enhance FIs performance 

other researchers as report that there is negative relationship between corporate 

governance and performance of FIs (Hutchinson, 2002).And the previous studies has 

been observed that the performance improve when the role chief executive officer and 

chairman the CEO is a woman and the loans are made to individuals (Strom, 2007). 

 

This is the assortment of instruments, procedures and relations by which 

organizations are controlled and worked (Kay, 2015). Administration structures and 

standards distinguish the conveyance of rights and obligations among various 

members in the organization, for example, the governing body, supervisors, investors, 

loan bosses, reviewers, controllers, and different partners and remember the 

principles and systems for settling on choices for corporate issues (Clarke, 2014). 

Corporate administration is essential as a result of the chance of irreconcilable 

situations between partners, fundamentally among investors and upper administration 

or among investors.  
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Corporate administration incorporates the procedures through which partnerships' 

targets are set and sought after with regards to the social, administrative and advertise 

condition. These incorporate observing the activities, approaches, practices, and 

choices of partnerships, their specialists, and influenced partners (Clarke, 2014). 

Corporate administration practices can be viewed as endeavors to adjust the interests 

of partners. Enthusiasm for the corporate administration practices of present day 

companies, especially corresponding to responsibility, expanded after the prominent 

falls of various huge partnerships in 2001–2002, a considerable lot of which included 

bookkeeping misrepresentation; and afterward again after the money related 

emergency in 2008.  

 

Corporate embarrassments of different structures have kept up open and political 

enthusiasm for the guideline of corporate administration. In the U.S., these 

incorporate embarrassments encompassing Enron and MCI Inc (Clarke, 2014). Their 

end prompted the institution of the Sarbanes–Oxley Act in 2002, a U.S. government 

law planned to improve corporate administration in the United States. Equivalent 

disappointments in Australia are related with the inevitable section of the CLERP 9 

changes there that comparatively planned to improve corporate administration. 

Comparable corporate disappointments in different nations invigorated expanded 

administrative intrigue.  

 

The requirement for corporate administration follows the need to alleviate 

irreconcilable situations between partners in enterprises (Kay, 2015). These 

irreconcilable situations show up as an outcome of veering needs between the two 

investors and upper administration (head operator issues) and among investors (head 

issues), albeit likewise other partner relations are influenced and composed through 

corporate administration.  
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In enormous firms where there is a detachment of possession and the executives, the 

head operator issue can emerge between upper-administration and the shareholder(s) 

(Clarke, 2014). The investors and upper administration may have various premiums, 

where the investors normally want benefit, and upper administration might be driven 

in any event to some extent by different thought processes, for example, great 

compensation, great working conditions, or great connections on the work floor, to 

the degree that these are a bit much for benefits. Corporate administration is 

important to adjust and arrange the interests of the upper administration with those of 

the investors.  

 

One progressively explicit risk that shows conceivable clash among investors and 

upper administration appears through stock buys. Officials may have impetus to 

occupy firm benefit towards purchasing portions of own organization stock, which 

will at that point cause the offer cost to rise. Notwithstanding, held profit will then not 

be utilized to buy the most recent hardware or to recruit quality individuals. Thus, 

administrators can forfeit long haul benefits for momentary individual advantages, 

which investors may discover hard to spot as they see their own offers rising quickly. 

 

The principal–agent problem can be strengthened when upper administration follows 

up in the interest of various investors which is regularly the situation in huge firms. In 

particular, when upper administration follows up for various investors, the different 

investors face an aggregate activity issue in corporate administration, as individual 

investors may campaign upper administration or in any case have impetuses to act to 

their greatest advantage as opposed to in the aggregate enthusiasm everything being 

equal (Kay, 2015). Therefore, there might be free-riding in controlling and observing 

of upper administration, or on the other hand, significant expenses may emerge from 

copy guiding and checking of upper administration. Struggle may break out among 

chiefs, and this all prompts expanded self-governance for upper administration.  
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Methods of alleviating or forestalling these irreconcilable situations incorporate the 

procedures, customs, approaches, laws, and establishments which influence the 

manner in which an organization is controlled and this is the test of corporate 

administration (Kay, 2015). To take care of the issue of administering upper 

administration under different investors, corporate administration researchers have 

made sense of that the direct arrangement of selecting at least one investors for 

administration is probably going to prompt issues due to the data asymmetry it makes 

(Holton, 2006). Investors' gatherings are important to mastermind administration 

under numerous investors, and it has been suggested this is the answer for the issue of 

various chiefs because of middle voter hypothesis: investors' gatherings lead capacity 

to be declined to an entertainer that roughly holds the middle enthusiasm all things 

considered, along these lines making administration best speak to the amassed 

enthusiasm everything being equal.  

 

A significant subject of administration is the nature and degree of corporate 

responsibility. A related conversation at the full scale level spotlights on the impact of 

a corporate administration framework on financial effectiveness, with a solid 

accentuation on investors' government assistance (Holton, 2006). This has brought 

about a writing concentrated on monetary investigation. Corporate administration has 

additionally been all the more barely characterized as an arrangement of law and 

sound methodologies by which partnerships are coordinated and controlled 

concentrating on the inside and outer corporate structures with the goal of observing 

the activities of the board and chiefs and along these lines, relieving office dangers 

which may originate from the wrongdoings of corporate officials.  

 

Corporate administration has additionally been characterized as the demonstration of 

remotely coordinating, controlling and assessing a company and identified with the 

meaning of Governance as the demonstration of remotely coordinating, controlling 

and assessing an element, procedure or asset (Crawford, 2007). In this sense, 

administration and corporate administration are unique in relation to the board since 
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administration must be outer to the item being administered. Administering operators 

don't have individual authority over, and are not part of the article that they oversee.  

 

For instance, it isn't feasible for a CIO to administer the IT work. They are by and by 

responsible for the methodology and the executives of the capacity. All things 

considered, they deal with the IT work; they don't oversee it. Simultaneously, there 

might be various approaches, approved by the board that the CIO follows (Clarke, 

2014). At the point when the CIO is following these approaches, they are performing 

"administration" exercises in light of the fact that the essential goal of the strategy is 

to fill an administration need. The board is eventually administering the IT work since 

they remain outside of the capacity and are just ready to remotely immediate, control 

and assess the IT work by ethicalness of built up approaches, methods and markers 

(Crawford, 2007). Without these arrangements, methods and pointers, the board has 

no chance to get of administering, not to mention influencing the IT work in any 

capacity.  

 

One source characterizes corporate administration as the arrangement of conditions 

that shapes the ex post haggling over the semi rents created by a firm. The firm itself 

is displayed as an administration structure acting through the systems of agreement. 

Here corporate administration may incorporate its connection to corporate money. 

Contemporary conversations of corporate administration will in general allude to 

standards brought up in three records discharged since 1990: The Cadbury Report 

(UK, 1992), the Principles of Corporate Governance (OECD, 1999, 2004 and 2015), 

and the Sarbanes–Oxley Act of 2002 (US, 2002). 

 

The Cadbury and Organization for Economic Co-activity and Development (OECD) 

reports present general standards around which organizations are required to work to 

guarantee legitimate administration (Kay, 2015). The Sarbanes–Oxley Act, casually 

alluded to as Sarbox or Sox, is an endeavor by the government in the United States to 

administer a few of the standards suggested in the Cadbury and OECD reports.  
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Various models of corporate administration contrast as indicated by the assortment of 

private enterprise in which they are implanted. The Anglo-American model will in 

general underscore the interests of investors (Kay, 2015). The organized or multi-

partner model related with Continental Europe and Japan additionally perceives the 

interests of laborers, directors, providers, clients, and the network. A related 

differentiation is between advertise situated and organize arranged models of 

corporate administration.  

 

Some mainland European nations, including Germany, Austria, and the Netherlands, 

require a two-layered top managerial staff as a methods for improving corporate 

administration (Dignam and Lowry, 2006). In the two-layered board, the official 

board, comprised of organization administrators, by and large runs everyday tasks 

while the administrative board, made up altogether of non-official chiefs who speak 

to investors and representatives, recruits and flames the individuals from the official 

board, decides their remuneration, and audits significant business choices.  

 

Germany, specifically, is known for its act of co-assurance, established on the 

German Codetermination Act of 1976, in which laborers are allowed seats on the 

board as partners, separate from the seats collecting to investor value (Crawford, 

2007). The Securities and Exchange Board of India Committee on Corporate 

Governance characterizes corporate administration as the acknowledgment by the 

board of the natural privileges of investors as the genuine proprietors of the company 

and of their own job as trustees for the investors.  

 

It is about promise to values, about moral business direct and about creation a 

differentiation between close to home and corporate assets in the administration of an 

organization. India is a developing economy and it is very imperative to defend the 

premiums of speculators and furthermore guarantee that the obligation of the 

executives is fixed (Clarke, 2007). The Satyam outrage, otherwise called India's 

Enron, cleared off billions of investors' riches and undermined outside interest in 
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India. This is the explanation that corporate administration in India has taken the 

middle stage.  

 

The supposed Anglo-American model of corporate administration underscores the 

interests of investors. It depends on a solitary layered directorate that is ordinarily 

ruled by non-official executives chose by investors. Along these lines, it is otherwise 

called the unitary framework (Hovey and Naughton, 2007). Inside this framework, 

numerous sheets incorporate a few officials from the organization who are ex officio 

individuals from the board. Non-official chiefs are relied upon to dwarf official 

executives and hold key posts, including review and remuneration boards. In the 

United Kingdom, the CEO by and large doesn't likewise fill in as Chairman of the 

Board, though in the US having the double job has been the standard, in spite of 

significant doubts with respect with the impact on corporate administration. The 

quantity of US firms joining the two jobs is declining, in any case. 

 

In the United States, companies are legitimately represented by state laws, while the 

trade (offering and exchanging) of protections in partnerships including shares is 

administered by government enactment (Clarke, 2014). Numerous US states have 

embraced the Model Business Corporation Act, yet the prevailing state law for traded 

on an open market organizations is Delaware General Corporation Law, which keeps 

on being the spot of fuse for most of traded on an open market companies. Singular 

principles for partnerships depend on the corporate contract and, less definitively, the 

corporate standing rules. Investors can't start changes in the corporate contract despite 

the fact that they can start changes to the corporate ordinances.  

 

It is once in a while conversationally expressed that in the US and the UK the 

investors own the organization. This is, be that as it may, a misinterpretation as 

contended by Eccles and Youmans (2015) and Kay (2015). Ongoing grant from the 

University of Oxford plots another hypothesis of corporate administration, organizer 

anti-extremism, which is started upon a narrowing in the division among possession 

and control. Through the viewpoint of concentrated value possession hypothesis, 
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another hypothesis of the firm, the conventional agenda of best practices are 

inapplicable, as prove by the noteworthy outperformance of innovation organizations 

with double class share structures and coordinated CEO/Chairman positions.  

 

An article distributed by the Australian Institute of Company Directors called Do 

Boards Need to turn out to be progressively entrepreneurial; additionally considered 

the requirement for originator anti-extremism conduct at board level to properly 

oversee interruption. Enterprises are made as legitimate people by the laws and 

guidelines of a specific locale (Holton, 2006). These may fluctuate in numerous 

regards between nations, however an enterprise's lawful individual status is major to 

all purviews and is given by resolution. This permits the substance to hold property in 

its own privilege without reference to a specific genuine individual. It additionally 

brings about the interminable presence that describes the advanced partnership. The 

legal conceding of corporate presence may emerge from broadly useful enactment 

which is the general case or from a rule to make a particular enterprise, which was the 

main technique preceding the nineteenth century.  

 

Notwithstanding the legal laws of the pertinent purview, companies are dependent 

upon customary law in certain nations, and different laws and guidelines influencing 

strategic policies (Clarke, 2014). In many purviews, organizations likewise have a 

constitution that gives singular guidelines that administer the partnership and approve 

or compel its leaders. This constitution is recognized by an assortment of terms; in 

English-talking locales, it is typically known as the Corporate Charter or the 

Memorandum and Articles of Association. The limit of investors to change the 

constitution of their enterprise can fluctuate considerably.  

 

The U.S. passed the Foreign Corrupt Practices Act (FCPA) in 1977, with ensuing 

alterations. This law made it unlawful to pay off government authorities and expected 

enterprises to keep up satisfactory bookkeeping controls (Clarke, 2007). It is 

authorized by the U.S. Branch of Justice and the Securities and Exchange 
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Commission (SEC). Generous common and criminal punishments have been 

demanded on partnerships and administrators indicted for pay off.  

 

The UK passed the Bribery Act in 2010. This law made it unlawful to pay off either 

government or private residents or make encouraging installments that is installment 

to an administration authority to play out their normal obligations all the more 

rapidly. It additionally expected organizations to set up controls to forestall pay off 

(Crawford, 2007). The Sarbanes–Oxley Act of 2002 was instituted in the wake of a 

progression of prominent corporate embarrassments. It set up a progression of 

prerequisites that influence corporate administration in the U.S. furthermore, affected 

comparable laws in numerous different nations.  

 

The law required alongside numerous different components that Public Company 

Accounting Oversight Board (PCAOB) be built up to control the evaluating calling, 

which had been self-managed preceding the law (Eccles and Youmans, 2015). 

Inspectors are liable for auditing the budget summaries of partnerships and giving a 

sentiment with regards to their dependability. The (CEO) and (CFO) bear witness to 

the fiscal reports. Before the law, CEOs had asserted in court they hadn't investigated 

the data as a feature of their resistance.  

 

Board review panels have individuals that are autonomous and reveal whether in any 

event one is a monetary master, or reasons why no such master is on the review 

advisory group. Outside review firms can't give particular sorts of counseling 

administrations and must pivot their lead accomplice like clockwork (Clarke, 2014). 

Further, a review firm can't review an organization if those in indicated senior 

administration jobs worked for the reviewer in the previous year. Before the law, 

there was the genuine or seen irreconcilable circumstance between giving an 

autonomous assessment on the precision and dependability of budget summaries 

when a similar firm was likewise giving worthwhile counseling administrations. 
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Corporate administration standards and codes have been created in various nations 

and given from stock trades, companies, institutional financial specialists, or 

affiliations (foundations) of executives and administrators with the help of 

governments and global associations (Crawford, 2007). Generally speaking, 

consistence with these administration suggestions isn't commanded by law, in spite of 

the fact that the codes connected to stock trade posting necessities may have a 

coercive impact.  

 

One of the most powerful rules on corporate administration are the G20/OECD 

Principles of Corporate Governance, first distributed as the OECD Principles in 1999, 

overhauled in 2004 and modified again and embraced by the G20 in 2015. The 

Principles are regularly referenced by nations creating nearby codes or rules (Douma 

and Hein, 2013). Expanding on crafted by the OECD, other universal associations, 

private area affiliations and in excess of 20 national corporate administration codes 

framed the United Nations Intergovernmental Working Group of Experts on 

International Standards of Accounting and Reporting (ISAR) to create their Guidance 

on Good Practices in Corporate Governance Disclosure.  

 

Organizations recorded on the New York Stock Exchange (NYSE) and other stock 

trades are required to satisfy certain administration guidelines. For instance, the 

NYSE Listed Company Manual requires, among numerous different components are 

the recorded organizations must have a dominant part of free executives and powerful 

sheets of chiefs practice autonomous judgment in completing their duties (Cooley et 

al, 2014). Requiring a greater part of free chiefs will expand the nature of board 

oversight and diminish the chance of harming irreconcilable situations. A free chief 

isn't a piece of the executives and has no "material monetary relationship with the 

organization.  

 

Executive gatherings that reject the board while to engage non-the board chiefs to fill 

in as an increasingly successful beware of the board, the non-the executive’s chiefs of 

each recorded organization must meet at routinely booked official meetings without 
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the executives (Cooley et al, 2014). Sheets compose their individuals into boards of 

trustees with explicit obligations per characterized contracts. Recorded organizations 

must have a designating/corporate administration panel made altogether out of 

autonomous chiefs. This council is liable for choosing new individuals for the 

governing body. Remuneration and Audit Committees are additionally indicated, with 

the last subject to an assortment of posting measures just as outside guidelines.  

 

The speculator drove association International Corporate Governance Network 

(ICGN) was set up by people fixated on the ten biggest annuity assets on the planet 

1995. The point is to advance worldwide corporate administration guidelines (Clarke, 

2007). The system is driven by financial specialists that oversee 18 trillion dollars, 

and individuals are situated in fifty unique nations. ICGN has built up a set-up of 

worldwide rules extending from investor rights to business morals.  

 

The World Business Council for Sustainable Development (WBCSD) has 

accomplished work on corporate administration, especially on bookkeeping and 

revealing (Clarke and Chanlat, 2009). In 2009, the International Finance Corporation 

and the UN Global Compact discharged a report, Corporate Governance as the 

Foundation for Corporate Citizenship and Sustainable Business connecting the 

natural, social and administration duties of an organization to its money related 

execution and long haul supportability.  

 

Most codes are generally deliberate. An issue brought up in the U.S. since the 2005 

Disney choice is how much organizations deal with their administration duties; at the 

end of the day, do they simply attempt to supplant the lawful limit, or should they 

make administration rules that climb to the degree of best practice (Dignam and 

Lowry, 2006). For instance, the rules gave by relationship of executives, corporate 

supervisors and individual organizations will in general be completely intentional, 

however such records may have a more extensive impact by inciting different 

organizations to embrace comparative practices.  
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The cutting edge practice of corporate administration has its underlying foundations 

in the seventeenth century Dutch Republic. The principal recorded corporate 

administration question in history occurred in 1609 between the investors/financial 

specialists most remarkably Isaac Le Maire and chiefs of the Dutch East India 

Company (VOC), the world's first officially recorded open organization. Robert E. 

Wright contended in Corporation Nation (2014) that the administration of early U.S. 

partnerships, of which more than 20,000 existed by the Civil War of 1861–1865, was 

better than that of companies in the late nineteenth and mid twentieth hundreds of 

years on the grounds that early organizations administered themselves like republics, 

packed with various governing rules against extortion and against usurpation of 

intensity by chiefs or by huge investors. 

 

In the quick fallout of the Wall Street Crash of 1929 lawful researchers, for example, 

Adolf Augustus Berle, Edwin Dodd, and Gardiner C. Means contemplated on the 

changing job of the advanced enterprise in the public arena. From the Chicago school 

of financial matters, Ronald Coase presented the idea of exchange costs into the 

comprehension of why firms are established and how they keep on carrying on. US 

financial development through the rise of worldwide enterprises after World War II 

(1939–1945) saw the foundation of the administrative class (Clarke, 2014). A few 

Harvard Business School the executives teachers contemplated and expounded on the 

new class: Myles Mace (enterprise), Alfred D. Chandler, Jr., Jay Lorsch (hierarchical 

conduct) and Elizabeth MacIver (authoritative conduct). As per Lorsch and MacIver 

numerous enormous organizations have prevailing power over business undertakings 

without adequate responsibility or observing by their governing body.  

 

During the 1980s, Eugene Fama and Michael Jensen built up the head operator issue 

as a method of understanding corporate administration: the firm is viewed as a 

progression of agreements (Crawford, 2007). In the period from 1977 to 1997, 

corporate chiefs' obligations in the U.S. extended past their customary legitimate 

obligation of obligation of dedication to the enterprise and to its investor. In the 

principal half of the 1990s, the issue of corporate administration in the U.S. gotten 
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extensive press consideration because of a spate of CEO excusals for instance, at 

IBM, Kodak, and Honeywell by their sheets.  

 

The California Public Employees' Retirement System (CalPERS) drove an influx of 

institutional investor activism as a method of guaranteeing that corporate worth 

would not be annihilated by the now customarily comfortable connections between 

the CEO and the top managerial staff for instance, by the over the top issuance of 

investment opportunities, not inconsistently back-dated (Clarke and Chanlat, 2009). 

In the mid 2000s, the enormous insolvencies and criminal impropriety of Enron and 

Worldcom, just as lesser corporate outrages, for example, those including Adelphia 

Communications, AOL, Arthur Andersen, Global Crossing, and Tyco prompted 

expanded political enthusiasm for corporate administration.  

 

This was reflected in the entry of the Sarbanes–Oxley Act of 2002. Different triggers 

for proceeded with enthusiasm for the corporate administration of associations 

incorporated the money related emergency of 2008/9 and the degree of CEO pay 

(Clarke, 2007). A few partnerships have attempted to shine their moral picture by 

making informant securities, for example, secrecy. On account of Citi, they call this 

the Ethics Hotline. In spite of the fact that it is muddled whether firms, for example, 

Citi pay attention to offenses answered to these hotlines or not.  

 

In 1997 the East Asian Financial Crisis seriously influenced the economies of 

Thailand, Indonesia, South Korea, Malaysia, and the Philippines through the exit of 

remote capital after property resources crumbled (Clarke, 2014). The absence of 

corporate administration instruments in these nations featured the shortcomings of the 

establishments in their economies. In November 2006 the Capital Market Authority 

(Saudi Arabia) (CMA) gave a corporate administration code in the Arabic language. 

The Kingdom of Saudi Arabia has gained extensive ground regarding the execution 

of practical and socially suitable administration systems (Al-Hussain and Johnson, 

2009).  
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Al-Hussain, A. what's more(Johnson, 2009) found a solid connection between the 

productivity of corporate administration structure and Saudi bank execution when 

utilizing return on resources as a presentation measure with one special case that 

legislature and neighborhood possession bunches were not huge. In any case, utilizing 

pace of return as an exhibition measure uncovered a feeble positive connection 

between the effectiveness of corporate administration structure and bank execution.  

 

Key gatherings associated with corporate administration incorporate partners, for 

example, the governing body, the executives and investors. Outside partners, for 

example, lenders, reviewers, clients, providers, government organizations, and the 

network everywhere likewise apply impact (Clarke, 2014). The office perspective on 

the enterprise sets that the investor does without choice rights (control) and endows 

the director to act in the investors' ideal (joint) premiums. Somewhat because of this 

partition between the two financial specialists and chiefs, corporate administration 

instruments incorporate an arrangement of controls expected to help adjust 

administrators' motivating forces to those of investors. Organization concerns 

(hazard) are fundamentally lower for a controlling investor.  

 

In private revenue driven companies, investors choose the top managerial staff to 

speak to their inclinations. On account of philanthropies, partners may have some job 

in suggesting or choosing board individuals, however commonly the board itself 

concludes who will serve on the board as a self-sustaining board (Clarke, 2014). The 

level of authority that the board has over the association changes; by and by 

everywhere associations, the official administration, essentially the CEO, drives 

significant activities with the oversight and endorsement of the board.  

 

Previous Chairman of the Board of General Motors John G. Smale propose that the 

board is liable for the effective propagation of the organization. That duty can't be 

consigned to the board. A top managerial staff is relied upon to assume a key job in 

corporate administration (Cadbury, 2013). The board has obligation regarding: CEO 

choice and progression; giving criticism to the executives on the association's 
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methodology; repaying senior officials; observing budgetary wellbeing, execution 

and hazard; and guaranteeing responsibility of the association to its speculators and 

specialists. Sheets normally have a few boards of trustees, for example, 

Compensation, Nominating and Audit to play out their work. 

 

All gatherings to corporate administration have an intrigue, regardless of whether 

immediate or aberrant, in the budgetary presentation of the company. Chiefs, laborers 

and the executives get compensations, advantages and notoriety, while speculators 

hope to get budgetary returns. For moneylenders, it is indicated premium 

installments, while comes back to value financial specialists emerge from profit 

circulations or capital increases on their stock (Stijn et al, 2010). Clients are worried 

about the assurance of the arrangement of products and ventures of a proper quality; 

providers are worried about pay for their merchandise or administrations, and 

conceivable kept exchanging connections. These gatherings offer some incentive to 

the company as monetary, physical, human and different types of capital. Numerous 

gatherings may likewise be worried about corporate social execution.  

 

A key factor in a gathering's choice to take an interest in or draw in with a company is 

their certainty that the organization will convey the gathering's normal results. At the 

point when classifications of gatherings (partners) don't have adequate certainty that 

an enterprise is being controlled and coordinated in a way predictable with their ideal 

results, they are less inclined to connect with the organization (Cadbury, 2012). At the 

point when this turns into an endemic framework include, the loss of certainty and 

investment in business sectors may influence numerous different partners, and 

improves the probability of political activity. There is significant enthusiasm for how 

outer frameworks and foundations, including markets, impact corporate 

administration.  

 

In 2016 the executive of the World Pensions Council (WPC) said that "institutional 

resource proprietors currently appear to be progressively anxious to berate the 

careless CEOs of the organizations whose shares they own (Brickley et al, 2016). 
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This could in the end put more focus on the CEOs of freely recorded organizations, as 

"like never before previously, numerous North American, UK and European Union 

annuity trustees talk energetically about utilizing their guardian muscles for the UN's 

Sustainable Development Goals, and other ESG-driven speculation rehearses.  

 

Control and possession structure alludes to the sorts and piece of investors in an 

enterprise. In certain nations, for example, the vast majority of Continental Europe, 

possession isn't really comparable to control because of the presence, for example, 

double class shares, proprietorship pyramids, casting a ballot alliances, intermediary 

votes and provisions in the articles of affiliation that present extra democratic rights 

to long haul investors (Bowen, 2014). Possession is commonly characterized as the 

responsibility for stream rights though control alludes to responsibility for or casting 

a ballot rights.  

 

Specialists regularly measure control and proprietorship structures by utilizing some 

discernible proportions of control and possession fixation or the degree of inside 

control and proprietorship. A few highlights or sorts of control and possession 

structure including corporate gatherings incorporate pyramids, cross-shareholdings, 

rings, and networks. German concerns (Konzern) are lawfully perceived corporate 

gatherings with complex structures (Becht et al, 2014). Japanese keiretsu and South 

Korean chaebol which will in general be family-controlled are corporate gatherings 

which comprise of complex interlocking business connections and shareholdings. 

Cross-shareholding is a fundamental component of keiretsu and chaebol gatherings. 

Corporate commitment with investors and different partners can vary significantly 

across various control and possession structures. 

 

Family premiums rule possession and control structures of certain companies, and it 

has been recommended that the oversight of family-controlled organizations are 

better than enterprises constrained by institutional financial specialists or with such 

assorted offer proprietorship that they are constrained by the executives (Arcot et al, 

2005). A 2003 Business Week study said that overlook the VIP CEO. Look past Six 
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Sigma and the most recent innovation trend. One of the greatest vital favorable 

circumstances an organization can have, it turns out, is blood lines. A recent report by 

Credit Suisse found that European organizations wherein the establishing family or 

supervisor holds a stake of more than 10 percent of the organization's capital 

delighted in a better presentation over their particular sectoral peers, revealed 

Financial Times. Since 1996, this better execution summed than 8% every year. 

 

2.7 Empirical Literature Review  

Different studies have gain an unsound different between corporate governance and 

firms performance in constructing dimensions there different numbers of empirical 

studies both local and international which support the relationship between corporate 

governance and financial performance and this study will produce both locally 

empirical review and internationally empirical review.   

CEO Duality 

 

Faraj and Balasing (2019) assessed the impact of corporate governance of financial 

statement fraud on firms in Tanzania. The study employed survey design through 

primary data whereas results of the study revealed that CEO duality is one of the 

main cause of the persisting fraud because once is part of the board automatically 

there is no one to hold the position accountable. With that, there is high chance of 

colluding with some board members and engage in unethical practices since there is 

little accountability measures to be taken. With that, it signifies further gap to be 

envisaged in Tanzania pertaining to the corporate governance on performance of 

listed companies based on CEO duality, board size and composition.  

 

Ujunwa (2012) assessed the effect of CEO duality and board size on the corporate 

financial performance. The study was conducted in Nigeria using causal relationship 

approach by means of secondary data to assure information gathering process.  

Findings revealed that CEO duality and board size diversity have are negative impact 

or correlation on the performance of the firm. Duality of the board was linked to lead 

good performance for the board to the firm the outcome of this study show the major 
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component of corporate governance and their relationship to the corporation’s 

performance but the study did not take into consideration different observation across 

the same industry.  This signifies a gap to be pursued in Tanzania such that having 

realizing the situation in Nigeria; it is important to perform assessment in Tanzania 

prior to corporate governance on financial performance of listed companies in the 

stock market. 

 

Muigai (2014) carried a study examining the relationship between selected corporate 

board size, compositions of executive and non-executive members and the gender 

diversity in corporate board on financial performance of the companies. The studies 

was conducted in Kenya through survey design from the sample of 43 licensed 

commercial bank in Kenya and obtain five year secondary data from 2009 to 2013.  

Multiple regression was used to perform the analysis with results revealing positive 

correlation of composition of board and performance and that there is no correlation 

diversity of the board and the performance of the firm.  This also signifies the need to 

conduct the study in Tanzania because having realizing the situation in Kenya it is 

necessary for similar analysis to be performed in Tanzania to fill the gap. 

Board size 

 

Cheruiyo (2015) assessed corporate governance practices among Ghanaian 

enterprises towards performance of the firms. The study was performed in the Gold 

coast through survey design using primary data. The results of the study indicate the 

that the board size  are essential components especially the size because it is assured 

to have enough expertise and influential individuals to assure that the firms performs. 

This entails the gap to be filled also in Tanzania on the listed companies in the stock 

market as financial entities because assessment is sought to be performed on the 

relationship between corporate governance and performance of the listed firms in 

Tanzania to address the gap.   

 

Aman (2015) examined the effect of board characteristics on firms’ performance 

financially. The study was carried in Nigeria through survey design by means of 
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primary data through interviews. The findings basically revealed that board 

characteristics of the firm may have significant contribution to the performance of the 

company positively or negatively. This is due to the fact that once the board is 

composed with adequate number which is useful and influential to assure the 

fulfillment of the needs of the companies such as markets, leverage/credits, and 

others; automatically the company is likely to perform. Once the board is composed 

of few people with less influence and significance to the company automatically the 

company is likely to underperform. This entails the need to conduct the study in 

Tanzania as well on the effect of corporate governance towards financial entities 

listed on the stock market based on the board characteristics to fill the gap as well.  

Board composition 

Kobonyo (2011) examined the effect of selected corporate governance features on 

firms’ performance. The study was conducted in Kenya through cross sectional 

survey design whereas three variables as corporate governance features were picked 

for testing board composition. The study employed secondary information 

comprising of facts consisting of five years from 2007-2011. Results revealed that 

CEO duality was found not significant on the performance of the firms while board 

size and composition had significant effect on firms’ performance. This also 

necessitates similar study to be performed in Tanzania on financial entities listed in 

the stock market to address the gap.  

 

2.7.1 Research Gap  

Furthermore many cited study in developing country are concentrated in strategic 

approach and corporate governance are not match and similar to that of Tanzania. 

Here in Tanzania many scholars and researchers base on large financial institutions 

other than small and medium financial institutions provider in Tanzania. For instance 

(Mavika, 2013) conduct a study of corporate governance practices of Portland cement 

company in Tanzania,( Matinde, The Quality of corporate government practise of 

Tanzania listed firms, 2013) research on the quality of corporate governance practice 

of Tanzania listed firms (Faraj & Balasing, 2019) did a study on the impact of 
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corporate governance on the financial statement fraud and their study focus on 

Tanzanian companies,(Asenga, 2018) deal with  the impact of board characteristics 

on financial performance of Tanzania firms. None of this study has specifically focus 

on listed financial institutions at DSE. Most of other researcher are explain and 

examine the relationship of corporate governance practice on financial performance 

while other researcher investigate on the influence of the several corporate 

governance practice and mechanisms on financial performance.   

 

Therefore the number of different study conducted previous this study will use so  

purpose of getting a clearer indication of the relationship between the variables under 

studies in the Tanzanian perspective while many scholars have focus on one 

governance performance mechanism only. Thus this study will occupy more 

measurements of corporate governance with the expectation of coming up with more 

analysis of the relationship between corporate governance and financial performance 

of the financial institutions in Tanzania which is Listed at DSE.   

 

2.8 Conceptual Framework           

Conceptual framework refers as set of logical ideas and concept which arranged and 

organized in a manner that make them to be used for the communication to others and 

in this study corporate governance is measured through financial performance which 

are Return on equity, Return on asset, Profit before tax, Customer retention thus this 

measure of financial performance of the corporation will used to measure the impact 

of corporate governance of the FIs.   
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Figure 2. 1: Conceptual Frame Work 
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Source (Researchers design, 2020) 

 

In this study corporate governance is the independent variable and financial 

performance is dependent variable the framework show the relationship between 

presences of female CEOs CEO duality and board size on financial institutions 

financial performance as measured by Return on equity, Return on asset, Customer 

retention other measurer base on the previous researcher on the same subject matter 

such as (Dkhili, 2012), (Cheruiyo, 2015), (Aman, 2015) and (Muigai, 2014), (Clark, 

2004)  
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2.9 Conceptualization of Variables  

2.9.1 Board Composition    

In this study board composition is independent variable under corporate governance 

the frame work show the relationship between presences of female CEOs on financial 

performance of the financial institutions as measured by Return on asset, Return on 

equity as are performance measure. 

2.9.2 CEO Duality 

CEO duality is independent variable which classified under corporate governance the 

conceptual framework show the relationship between CEO duality and financial 

performance of the financial institutions the frame work examine if CEO duality 

bring strong and positive financial performance of the financial institutions through 

both return n asset and return on equity. 

 

2.9.3 Board Size 

Board size is independent variable under corporate governance the conceptual 

framework show the relationship between board size and financial performance of the 

financial institutions for the aim of identify if board size has positive with significant 

effect on financial performance of the financial institutions through return on asset 

and return on equity as are measure of performance in the study. 

2.9.4 Financial Performance 

Financial performance of this study are measured though Return on asset (ROA) and 

Return on equity (ROE) thus the conceptual framework of this study show the 

relationship between corporate governance where corporate governance are identified 

through board size, board composition and CEO duality and financial perfomnce is 

measure though return on asset and return on equity. 
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CHAPTER THREE 

 

RESEARCH METHODOLOGY  
 

This chapter sketched out the research methodology which adopted by the researcher 

starting with the study research design will be presented first following by population 

and sampling design, data collection methods as well as research procedure an d data 

analysis methods.   

 

3.1 Research Design  

Research design refers as inclusive plan of sequence of operation that a scholar want 

to carry out to full fill the objective of a required study (Rego, 2011).The descriptive 

design was adopted in this study which was in analyzing the correlation between 

corporate governance and financial performance of Listed financial institutions in 

Tanzania Dar es salaam for the period of 2004 to 2019.   

 

The quantitative research often used descriptive research as they provide findings 

which are statistical and scientific thus descriptive research is most significant in this 

study it enable the researcher to provide scientific finding which can bring 

verification which can be verified with the similar studies scientifically in the other 

way the descriptive survey enable the researcher to describe element according to the 

nature state without influencing the study environment (Raeside, 2007).   

3.2 Study Area 

This study was conducted in Dar es Salaam at Dar es salaam stock exchange the 

researcher decision to choose Dar es salaam stock exchange base on the fact that this 

research use secondary data and at DSE all financial institutions listed at DSE has 

financial and non-financial data on their financial institutions to be use in this study. 
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3.3 Population and sampling design  

3.3 Population   

Population of are study refers as total set of element that a researcher seek to 

investigate according to the corresponding study(Schindler, 2013).And a research 

population is a large number of people and collection of individual or object that the 

purpose of the study is to focus of the similar characteristic for whose benefit the 

researches are done by (Schindler, 2013) The population of this study will be all eight 

listed financial institutions at dar es salaam stock of exchange Tanzania because the 

researcher will use secondary data and this will be the line of governance structure 

which will composed of directors and senior management (Saunders, 2012)   

 

3.4 Sampling Frame   

Sampling frame refers set of element that constitutes the study population from which 

a researcher seek to sketch a sample (Saunders, 2012). This study are sample frame 

will drawn from the all listed financial institutions at DSE website that expressed the 

corporate governance of the institution and the financial performance data of the 

institutions.   

 

3.5. Sampling Technique   

Sampling technique refer as the process which a scholar peek through a sample that is 

representative of the population of the entire population (Raeside, 2007) there 

sampling technique has are different forms and types in the research and this 

techniques include random sampling technique, stratified sampling, convenient 

sampling and purposive sampling. This study will adopt purposive sampling to carry 

out the study.   

 

The purposive sampling techniques refer as the technique of select a study sample 

according to the perceived knowledge of the study subject (Saunders, 2012). Thus for 

this study purposive sampling technique will be significant, essential and necessary 

since the senior manager of vision fund are in charge of the corporate governance of 
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the institution its will be easy to find accurate data according to the research question 

of this study.   

 

3.6 Sample Size   

A smaller representation of a study population which a peeked by the researcher for 

the particular study for the purpose of carry out the study is known as sample size 

(Schindler, 2013) thus for the purpose of achieving the objective of the study the 

researcher will include eight (8) listed financial institution which listed at DSE.   

3.6.1 Data Collection   

This study researcher use secondary source to collect data the researcher consult the 

annual financial report of each financial institution listed DSE over the fifteen years 

(2004-2019).The report where obtained in the DSE website and their annually 

financial report and the information from this report  influence dependent variable as 

well as independent variables of this study the study use time series data.   

 

3.6.2 Data Analysis   

The collected data were clustered quantitatively grouped in Microsoft excel sheet for 

analysis to be performed. With that, the results were filled in E-view 9 software and 

Stata 15 to generate statistics to present the results. Therefore, the relationship 

between study variables was performed using correlation and regression analysis. The 

study was therefore quantitative. Therefore, the study is described using the model 

that; 
 

Model 1: 

ROA = βo + β1BC + β2CEO + β3BS + e  

Where by   

ROA = Return on Assets 

βo = Constant factor 

β1BC = Board Composition 

β2CEO= CEO Duality 

β3BS = Board Size 
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e = Random variable 

Model 2: 

ROE = βo + β1BC + β2CEO + β3BS+ e  

Where by   

ROE = Return on Equity 

βo = Constant factor 

β1BC = Board Composition 

β2CEO= CEO Duality 

β3BS = Board Size 

e = Random variable 
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CHAPTER FOUR 

 

DATA ANALYSIS AND FINDING 

 

4.1 Introduction 

The chapter describes the findings of the study as the results which were generated 

from secondary sources to fill the study gap. The results were complemented using 

the analysis based on the study results in line with the study hypotheses. Therefore, 

the chapter is described in the manner which is as follows.  

 

4.2 Test of Statistical Assumption 

Statistical assumptions were tested through causal relationship approach using E-

View 9 software to test the relationship between study variables. The independent 

variables include board composition (BC), CEO duality (CEO) and board size (BS) 

tested on financial performance tested through return on assets (ROA) and return on 

equity (ROE). The description of the statistical assumptions consist of the following 

description.  

 

4.2.1 Linearity 

This is the statistical assumption which seeks to describe the whether variables of the 

study possess high level of linearity or otherwise. On top of that, the model is further 

complemented with several other statistical tests which are normality test, 

autocorrelation test, heteroscedasticity test and multicollinearity test. Therefore, 

linearity test is shown in table 4.1.  
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Table 4. 1: Linearity 

Null Hypothesis: ROA has a unit root  

Exogenous: Constant   

Lag Length: 0 (Automatic - based on SIC, maxlag=11) 

     
        t-Statistic   Prob.* 

     
     Augmented Dickey-Fuller test statistic -5.317827  0.0000 

Test critical values: 2% level  -3.424625  

 6% level  -2.787512  

 9% level  -2.454304  

     
     *MacKinnon (1996) one-sided p-values.  

Source: E-View 9 (2020) 

 

The results in table 4.1 reveal that the variables tested on causal relationship both 

independent and dependent consist of significant level of linearity because the p value 

entails the significant results with p<0.05. This implies that the variables have linear 

relationship such that the causal testing may be performed.  

 

4.2.2 Normality Test 

The test is also performed for the purpose of describing the distribution pattern of the 

study variables on whether they are normal or otherwise prior to their distribution. 

The results are shown in figure 4.0 through Jarque-Bera test.  
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Figure 4. 0: Normality Test 
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Source: E-View 9 (2020) 

 

The findings in figure 4.1 shows that the pattern of distribution of the study variables 

is normal because the variables are all normal distributed. This is due to the fact that 

values of Jacque-Bera has exceed 2 and also the value of Kurtosis is greater than 3. 

This entails that the values of the test are normal distributed.  

 

4.2.3 Multicollinearity Test 

The test is performed to verify the error on the variables that needs to be corrected 

through the regression analysis on the influence of each predicting variable to the 

dependent variable. Therefore, table 4.2. 
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Table 4. 2: Multicollinearity Test 

 ROA BC CEO BS Debt Size Age 

ROA 1.000000       

BC  0.174623 1.000000       

CEO -0.296469 -0.255732  1.000000     

BS  0.274732 0.164637 -0.314272  1.000000    

Debt  0.174630 0.125463 0.264627 0.183532 1.000000   

Size -0.264637 -0.45263 -0.36464 0.146363 0.253532 1.000000  

Age -0.184837 -0.36468 0.17729 -0.45252 -0.352521 0.154532 1.000000 

Source: E-View 9 (2020) 

 

The findings in table 4.2 describes board size as the variable impacting financial 

performance most than others in the data set of financial institutions listed in the 

Tanzanian stock market. This entails that there is presence of multicollinearity error 

which needs to be corrected through the description of the influence of each 

predicting variable to the dependent variable.  

 

4.2.4 Heteroscedasticity Test 

The test is conducted to describe whether variables possess the heteroscedasticity 

error or otherwise with table 4.3 describing the results.  

 

Table 4. 3: Heteroscedasticity Test 

Heteroskedasticity Test: Breusch-Pagan-Godfrey 

     
     F-statistic 1.141821               Prob. F(3,76)               0.2223 

3Obs*R-squared 2.371243     Prob. Chi-Square(3)                0.2121 

Scaled explained SS 5.213868      Prob. Chi-Square(3)                0.0857 

     
     Source: E-View 9 (2020) 

 

The results of the test indicates that the variables of the study both predictors and the 

dependent variable have no heteroscedasticity effect because the values of F-statistic, 

R square and SS scale are positive implying the outcome.  
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4.2.5 Autocorrelation Test 

The test is performed to show whether the variables have autocorrelation effect or not 

for the purpose of justifying the causal relationship test. In that case, table 4.4 

illustrates the results.  

 

Table 4. 4: Autocorrelation Test 

Breusch-Godfrey Serial Correlation LM Test:  

     
     F-statistic 9.072365     Prob. F(2,75) 0.0002 

Obs*R-squared 14.46071     Prob. Chi-Square(2) 0.0003 

     
     Source: E-View 9 (2020) 

 

Results on the test further reveal that the variables of the study do not constitute 

autocorrelation problem and effect because the outcome of the p value on the 

variables is significant statistically with p<0.05.   

 

4.3 Causal Relationship Test between Study Variables 

The causal relationship testing between study variables was performed through 

correlation and regression analysis to determine the influence of predictors namely 

board composition (BS), CEO duality (CEO) and board size (BS) on financial 

performance of the listed financial institutions in Tanzania stock market. The variable 

is measured by using return on assets (ROA) and return on equity (ROE). The test 

therefore is performed using Stata software. Therefore, the relationship is first 

preceded with descriptive analysis on variables and then followed by the inferential 

statistics.  

 

4.3.1 Descriptive Analysis 

The analysis performs the relationship between study variables through the mean and 

standard deviation respectively as central tendency measures. In that case, the results 

are described in table 4.5.  
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Table 4. 5: Descriptive Statistics 

Variable Mean Std. Dev. Min 

 

Max 

     

 

ROA 0.1025 0.157567 

-

0.36 

 

0.41 

ROE 0.1134 0.530762 

-

1.21 

 

1.22 

BC 0.4326 1.221103 3.23 

 

1.18 

CEO 0.3075 0.151421 0.07 

 

0.74 

BS 0.6138 0.143133 0.04 

 

1.29 

Debt 0.1943 0.124783 0.14  1.82 

Size 0.1635 0.266439 0.25  0.63 

Age 0.1364 0.184632 0.17  0.95 

Source: Stata 15 (2020) 

 

Findings in table 4.5 describe the results on descriptive analysis that it is vivid that 

board size as the predictor to the dependent variable impacts financial performance 

most than other predicting variables in test as being CEO duality and board 

composition. This is because the variable has larger correlation value. The standard 

deviation on the other hand indicates that the variance on the variables is not high 

which implies that the relationships are close to each other. This is further 

complemented with (Aman, 2015) stating that board size of the entity of the financial 

entity is important towards performance of the financial institutions since it depends 

with the expertise, networks and other remedies.  

 

The larger the size of the board the more effective is likely to be towards performance 

through expertise available and also the networks in certain ventures. For instance if 

the bank wishes the lend money from another entity and it has the size of two 

personnel or three is as good as useless. Moreover, size is useful to make the 

discussion useful as a result of the remedies embedded to the members.  

 

4.3.2 Inferential Analysis 

The analysis is performed through correlation and regression to describe the 

relationship between study variables which is presented as follows.  
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4.3.2.1 Correlation Analysis 

This is performed to describe the variable among the predictors with the strongest 

influence to the dependent variable than the rest of other variables. Therefore, table 

4.6 shows the findings.  

 

Table 4. 6: Correlation Analysis 

Source: Stata 15 (2020) 

 

The findings of the results in table 4.6 reveal that board size has the larger correlation 

value than the other variables tested on the dependent variable because it is larger 

correlation value than other variables tested. This implies that the financial 

performance of the banks listed in commercial banks in Tanzania through corporate 

governance is largely facilitated or impacted by board size than board composition 

and CEO duality. This further entails that the correlation is significant while the 

coefficient is small which is vivid that there is no multicollinearity. This is sorted 

through regression analysis.  

 

4.3.2.2 Regression Analysis 

Regression analysis is carried to describe the influence of each predicting variable to 

the dependent variable through ROA and ROE respectively. Therefore, the 

illustration is as follows.  

 

4.3.2.2.1 Corporate Governance on ROA 

The results are shown in the table 4.7 below. 

 

ROA ROE BC CEO BS Debt Size Age 

      

   

ROA 1 

    

   

ROE 0.1022 1 

   

   

BC 0.1265 0.0587 1 

  

   

CEO 0.1461 0.1036 -0.2032 1 

 

   

BS 0.1533 0.2411 -0.1754 0.2066 1    

Debt -0.2163 0.1046 -0.2531 -0.3601 0.1242 1   

Size 0.1035 0.2646 0.1633 0.1747 -0.1133 0.1045 1  

Age -0.3546 -0.1832 -0.3326 -0.2618 0.3521 -0.4763 -0.2513 1 
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Table 4. 7: Regression Analysis 

Variable  Coeff.  Std. Error.       T-statistic        Probability 

 

BC .0220436 0.132633 -1.61 0.047 

CEO -.0117143 0.732767 -0.47 0.213 

BS       .1733565 0.146536 2.55 0.023 

Debt   -.035221  0.63534   -0.51 0.371 

Size. 024525 0.57574 -0.67 0.027                      

Age   -.035452 0.46362 -0.26      0.109 

Cons        .2598532 .1586409 1.64      0.106 

R-squired                0.5201 

F-statistic              3.54 

Probability (F-statistics)         0.0316 

Source: Stata 15 (2020) 

 

The findings of the study in table 4.7 shows that among the three predicting 

variables to the dependent variable board size (BS) and board composition (BC) 

were found positive with significant effect to financial performance through return 

on assets (ROA). However, CEO duality (CEO) is positive with insignificant effect 

on financial performance through return on assets (ROA). Moreover, the control 

variables as being age and debt have been found positive with insignificant effect on 

return on assets (ROA) while size on the other hand was found positive with 

significant effect on return on assets (ROA). This implies that financial performance 

of listed banks in the stock market through corporate governance by means of return 

on assets (ROA) is fostered by board size.  

 

4.3.2.2.2 Corporate Governance on ROE 

The results are shown in table 4.8 below.  
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Table 4. 8: Regression Analysis 

Variable  Coeff.  Std. Error.       T-statistic        Probability 

 

BC .0051041 .055171   0.12 0.015 

CEO  .1036096                   .2867531                   0.36               0.638 

BS       1.005572                   .4001952 2.11               0.037 

Debt   -.025474                   .3653848                   1 .73               0.512 

Size. 362635 .2646492                  -4.03               0.045 

 

Age   -.164648                    .1646479                    3.56               0.114 

Cons        -.4826745                    .6208079                   -0.78               0.439 

 

R-squired               0.5129 

F-statistic              1.77 

Probability (F-statistics)          .1462 

 

Source: Stata 15 (2020) 

 

The study findings indicates that board size (BS) and board composition (BC) as the 

predicting variables to the dependent variable are positive with significant effect 

statistically on financial performance through return on equity (ROE). Despite that, 

CEO duality (CEO) is positive with insignificant effect on financial performance 

through return on equity (ROE). The control variables on the other hand which were 

debt and age were found positive with insignificant effect on return of equity (ROE) 

while size possessed positive effect with significant effect statistically. The 

implication is that financial performance of banks listed in the stock market through 

corporate governance on return on equity (ROE) is fostered by board size.  
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CHAPTER FIVE 

 

DISCUSSION OF THE RESULTS 

 

5.1 Introduction  

The chapter describes the discussion of the results based on the outcome of the 

relationship between study variables. Therefore, the description of the discussion is 

presented in the following manner.  

 

5.2 Board Size and Financial Performance 

The study indicate that board size as the predicting variable is found positive with 

significant effect on financial performance through return on assets (ROA) and return 

on equity (ROE) whereas p<0.05. This implies that financial performance of the 

listed banks in Tanzania stock through corporate governance under return on assets 

(ROA) is influenced by board size. This is acknowledged with (Asenga, 2018) 

suggesting that the size of the board is very important towards performance of the 

bank as the financial institution.  

 

This is certain with the fact that the board is the one orders the management to 

execute activities and deliverables such that it must constitute adequate size in terms 

of expertise, adequate number and networking pattern for the business to prosper and 

the organization at large. Despite that, Baker and Anderson (2010) suggest that board 

size is a useful component towards performance of the bank as the financial entity 

because its size determines the outcomes prior to positive or negative results because 

if the size is too small automatically disaster is likely to occur and vice versa.  

 

5.3 Board Composition and Financial Performance 

The study results shows that board composition as the predicting variable is positive 

with significant effect statistically on financial performance through corporate 

governance both on return on equity (ROE) and return on assets (ROA) since p<0.05. 

This implies that financial performance of listed banks in Tanzania stock markets 

through corporate governance is positively impacted by board composition.  
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This is also supported with (Faraj & Balasing 2019) that the composition of the board 

in indeed may have less influence on financial performance on the organization 

because it considers some aspects with of less significance to performance such as 

gender, the number and others. Though, the size is important since it deals with 

aspects which are mainly technical and progressive than the composition. Regardless 

of that, still composition of the board is very important especially when the 

consideration is on merit that the discussion tend to be effective and highly 

productive than the board that is composed with minors.  

 

5.4 CEO Duality and Financial Performance 

The findings of the study shows that CEO duality as the predicting variable is 

positive with insignificant effect statistically on financial performance of the listed 

financial entities in Tanzania stock market since p>0.05. This implies that financial 

performance of listed banks in Tanzania stock market is inversely impacted by CEO 

duality on return on equity and return on assets through corporate governance 

measures. This is also evident with (Burcin,2015) stating that the Chief Executive 

Officer (CEO) is effective provided that serves one role in the organization which is 

machinery of the governing body of the organizations.  

 

Once is connected to multiple roles as the administration and the board automatically 

is likely to lose some credits on performance because is not held accountable by the 

board since is the part of the board. Dalton (2013) also suggest that in any 

organization the Chief Executive Officer (CEO) is best to have single role as the 

leader of the organization management to be held responsible by the board. The 

opposite practice is likely to affect performance because is free to execute tasks and 

exercise power without being held responsible.  

 

5.5 Control Variables and Financial Performance 

The results of the study revealed that control variables which were age and debt were 

found positive with insignificant effect on the financial performance of commercial 

banks listed in the stock market through both return on assets (ROA) and return on 
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equity (ROE) as dependent variable with p>0.05. The implication of the results is that 

financial performance of listed banks in the stock market is less influenced by age and 

debt through corporate governance measures. This is complemented with (Matinde, 

2013) suggesting that issues pertaining to the size of the bank, age of the bank and 

debts have no direct link with the corporate governance but the governance system of 

the bank may determine the size of the bank prior to the investments and 

performance.  

 

Debts may be existing or non-existing because once the capital structure through 

internal equity is certain automatically there is no need to request for leverage. Also, 

(Opondo, 2012) suggest that once need arise the bank may request to be financed 

through debt. Moreover, age of the bank does not direct be the measure of 

performance because the management role and stability is the one determines the 

stability of the bank which automatically age becomes the byproduct of the situation.  

Regardless of that, size as the control variable was found positive with significant 

effect on financial performance both on return on asset (ROA) and return on equity 

(ROE). This implies that size consist positive influence on financial performance of 

the listed financial entities in the stock market in Tanzania. This is also supported 

with (Opondo, 2012) that size of the financial entity implies performance because the 

larger the size of financial institutions has implication on the assets and equity 

respectively.  
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CHAPTER SIX 

 

SUMMARY, CONCLUSION AND RECOMMENDATIONS 

 

6.1 Introduction 

The chapter highlights the summary of the study, conclusion and recommendations 

based on the relationship testing between study variables. The description of the 

chapter correspond the results as findings which consist of the following description.  

 

6.2 Summary 

This entails the study on assessing the impact of corporate governance on financial 

performance of the financial institutions listed in the Tanzanian stock market. The 

study was guided by three predicting variables which were tested on the dependent 

variable. The predictors include board size, board composition and CEO duality 

which were tested on financial performance. The study used explanatory designs with 

facts collected through causal relationship approach. The study employed secondary 

data which were obtained from the financial statements of the companies to perform 

the relationship between variables of the study which comprised the span of 15 years 

(2004-2019). 

 

The data were computed and tested to generate relevant statistics to present the results 

using E-views and Stata software whereas the results indicated that among the three 

specific objectives as follows; 

 

 Board Size  

The result indicate that among those three specific objective  board size (BS) was 

generated positive with significant effect statistically on financial performance of 

financial institutions listed in the stock market in Tanzania. Though corporate 

governance  are facilitated by board size on both return on equity (ROE) and return 

on asset (ROA) 
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Board Composition 

Board composition also has positive with significant effect this iplies that 

performance of the financial institution among the listed entities in the stock market 

though corporate governance are facilitated by board composition on both return on 

equity (ROE) and return on asset (ROA) 

 

CEO Duality 

CEO duality were generated positive with insignificant effect implying that the bank 

performance financially among listed entities in the stock market through corporate 

governance are not facilitated by CEO duality on both return on equity (ROE) and 

return on assets (ROA).  

 

6.3 Conclusion 

It is certain that corporate governance has the role to play towards performance of the 

financial entities listed in the stock market in Tanzania as being Dar es Salaam Stock 

Exchange (DSE). This is evident with the fact that board size is the influencing 

component which is also acknowledged by several scholars since it comprise 

machinery attributes fostering the performance of the organizations.  

 

This is important and highly necessary because the board is the one directing and 

orders the management to execute tasks and activities for the banks to perform such 

that it needs to be well equipped and assure that it positively directs the banks as the 

organization towards adequate and reliable performance realization for that matter. In 

that note, still some banks have been experiencing setbacks which is important for 

some issues to be thoroughly checked on the board to assure that performance is 

certain.  

 

6.4 Recommendations 

Recommendation to the Financial Institutions 

Since the concern for the board size and board composition is useful, the study 

recommend that the size of the board and composition of the board should always be 
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adequate and certain with adequate expertise and sufficient number to assure that the 

discussion on matters for the greater good of the organizations as banks such as 

forecasting, lending, investments and others are effective. This is important because 

banks are business entities which also strive for profits and continuity such that they 

should always adhere to the positive outcomes generation. Also, they are entities 

which must also comply with the regulations from the central banks and the set 

international standards especially those stated under Basel Accord which must be 

complied.  

 

The study also recommend that though there are some important requirements on the 

board composition which have been agreed and recognized such as gender, and 

others; emphasis should be on merit of the members which is the most important 

aspect to be considered to assure that the board becomes healthy and adequate driver 

towards growth and development of the banks and not otherwise.  This is useful 

because gender balance is health especially on the decisions to be carried in the 

manner that is effective and efficient for that matter.  

Recommendation for the future study 

The study also recommend that there are some important requirements for incoming 

researcher to research on the impact of corporate governance on the financial 

performance of the other sector such as manufacturing industry, Public sectors, GO’S 

as well as in academic sector this useful because corporate governance is much 

important because it has strong positive impact on financial performance of the 

organization. 
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