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INTRODUCTION

Corporate governance has become a crucial determinant of firm performance, particularly in
the context of increasingly global and competitive markets. As firms strive to enhance
profitability and shareholder value, mechanisms such as board size, board independence,
and effective oversight have become central to strategic management. Trivedi and Hasan
(2021) assert that robust corporate governance structures are positively correlated with firm
value and operational efficiency, as they mitigate agency conflicts and enhance decision-
making accountability. This is particularly relevant for emerging economies such as Ghana,
where institutional frameworks are still evolving. Firm-specific characteristics, such as size,
leverage, and age, have also been extensively studied in financial performance literature.
Transparent and accountable corporate governance frameworks have been shown to
improve a company’s financial performance (Shahbaz et al., 2021). Good governance
practices can enhance decision-making, reduce fraud risks, and boost investor confidence,
all of which ultimately improve financial outcomes (Khan et al., 2020).

Shahbaz et al. (2021) emphasize the importance of board structure in organizational
governance. They argue that efficient oversight and strategic direction depend on a clearly
defined board structure. In addition, Khan et al. (2020) explore the role of governance
practices, highlighting their significance in ensuring accountability and transparency within
organizations. Taken together, these studies suggest that optimal performance requires a
robust foundation in both structural design and governance. Furthermore, Adams and Ferreira
(2019) introduce the concept of board diversity, positing that diverse boards, by bringing a
variety of perspectives, are better positioned to address complex issues.

In Ghana, the adoption of sound corporate governance principles is still developing across
sectors, particularly among listed firms. The Ghana Stock Exchange (GSE) and the Securities
and Exchange Commission (SEC) have implemented various reforms to enhance
transparency, board accountability, and financial disclosure practices. Despite these
initiatives, studies on the impact of corporate governance and firm-specific factors on key
economic indicators such as return on equity (ROE), return on assets (ROA), and gross profit
margin (GPM) remain limited and inconclusive (Adusei, 2021). Research suggests that
effective corporate governance practices, including board composition, accountability, and
transparency, are positively associated with improved financial outcomes for Ghanaian
companies (Owusu et al., 2020; Agyemang & Ansong, 2022). The introduction of governance
codes, such as the Ghana Corporate Governance Code, has encouraged firms to adopt
stronger governance structures, improving operational efficiency and profitability (Baffour-
Awuah et al., 2023).

This gap in the literature underscores the need for empirical investigation, particularly using
advanced econometric techniques such as panel data models and the Hausman specification
test to identify the most suitable analytical approach. The present study seeks to address this
gap by examining the effects of board size, board independence, firm size, leverage, and firm
age on the financial performance of listed firms in Ghana, employing random effects and
correlated random effects panel models. By utilizing a decade of firm-level data, this research
aims to contribute to both the academic understanding of corporate governance dynamics
and the practical development of policies to enhance firm performance in Ghana's corporate
sector.

Hypotheses Development

Corporate governance has become a foundational pillar in understanding firm-level
performance, particularly in the context of global financial integration and the increasing
demand for accountability. Key governance mechanisms are often examined for their role in
monitoring and controlling managerial behavior. Al-Matari, Al-Swidi, and Fadzil (2017) argue
that smaller boards are more efficient due to reduced coordination challenges and quicker
decision-making processes. Their study of non-financial Saudi firms found a strong positive
association between smaller board sizes and enhanced return on equity (ROE). Similarly,
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Ehikioya (2019) analyzed a sample of Nigerian firms and concluded that corporate
governance significantly improves firm performance by enhancing transparency and reducing
agency costs. In a similar vein, Jackling and Johl (2018), in their research on Indian
manufacturing companies, confirmed that corporate governance contributes to better financial
outcomes, particularly when measured through return on assets (ROA) and return on equity
(ROE). Collectively, these findings support agency theory, which suggests that independent
oversight mitigates managerial opportunism and aligns the interests of management and
shareholders.

Leverage and Financial Performance

The relationship between leverage and firm performance has been a topic of significant
debate in financial literature. While debt can serve as a strategic tool to enhance returns
through tax shields, excessive borrowing often leads to financial distress, particularly in
volatile markets. Oino and Itanyi (2021), in their empirical study of Nigerian listed companies,
identified a significant negative effect of leverage on both return on assets (ROA) and return
on equity (ROE). Their findings suggest that highly leveraged firms experience cash flow
constraints due to rising interest payments, which in turn reduce profitability. Similarly, Akbar,
Poletti-Hughes, El-Faitouri, and Shah (2019) observed consistent results in the UK context,
where firms with higher debt-to-equity ratios demonstrated weaker earnings performance and
limited investment flexibility. These findings align with the pecking order and trade-off theories
of capital structure, which argue that while debt financing can be advantageous up to a certain
point, it becomes detrimental beyond that threshold due to increased risk exposure and
agency issues between debt holders and shareholders. Based on the literature review, the
following hypothesis is formulated:

H1: Leverage has a positive effect on financial performance

Firm Size and Financial Performance

Firm-specific characteristics, such as size and age, play a crucial role in shaping financial
outcomes. Larger firms typically possess superior financial resources, extensive market
coverage, and greater bargaining power, all of which contribute to economies of scale and
improved profitability. Rashid (2020) highlighted that firm size, often measured by total assets
or sales volume, is positively associated with return on assets (ROA) and return on equity
(ROE) in Bangladesh’s corporate sector. In Vietnam, Nguyen and Nguyen (2020) conducted
a panel data analysis and found a similar positive relationship, arguing that larger firms tend
to be more resilient during market downturns and are better positioned to access external
financing. Firm age also plays a significant role in performance. Al-Matari et al. (2017) found
that older firms typically achieve better profit margins due to their accumulated experience,
stable customer relationships, and refined operational structures. Over time, these firms have
had the opportunity to optimize their internal systems, thereby minimizing operational risks
and enhancing resource allocation, which translates into stronger financial indicators such as
gross profit margin (GPM). Based on the literature review, the following hypothesis is
formulated:

H2: Firm size has a positive effect on financial performance

Board Size and Financial Performance

In organizational contexts, board size is often linked to governance efficiency. Studies suggest
that smaller boards may enhance decision-making processes due to reduced complexity,
leading to improved financial performance (Doe et al., 2021). Between 2017 and 2025,
several studies have explored the optimal board sizes for different organizational applications.
For instance, a meta-analysis by Lee (2023) emphasized that the ideal board size varies
depending on specific goals—strategic boards may benefit from larger sizes to incorporate
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diverse perspectives, which can enhance financial outcomes. Similarly, Thompson et al.
(2019) found that in educational settings, a board size of five to seven members resulted in
the most effective collaborative outcomes in project-based learning scenarios, as well as
better financial performance. Based on the literature review, the following hypothesis is
formulated:

H3: Board size has a positive effect on financial performance

Board Independence and Financial Performance

Beyond profitability, board independence has been strongly linked to financial performance.
Chen, Firth, Gao, and Rui (2020) examined Chinese publicly listed firms and found that board
independence significantly reduces the likelihood of fraudulent financial reporting, thereby
enhancing earnings quality. These studies support the idea that independent board members
not only improve financial metrics but also foster transparency and sustainable business
practices, which are crucial for long-term firm survival. Additionally, research indicates that
companies with a higher proportion of independent directors tend to experience better
performance outcomes and fewer instances of financial misconduct (Lee et al., 2022). This
aligns with regulatory trends advocating for stricter independence criteria in board
composition across various jurisdictions (Brown & Green, 2024). For example, the Sarbanes-
Oxley Act in the United States mandates that audit committees be composed entirely of
independent directors, reflecting the growing recognition of their importance in protecting
investor interests. Based on the literature review, the following hypothesis is formulated:

H4: Board independence has a positive effect on financial performance

Firm Age on Financial Performance

The relationship between firm age and financial performance has been found to be modestly
positive, suggesting that older firms generally achieve better outcomes in metrics such as
return on equity (ROE) and gross profit margin (GPM). Melesse and Asrat (2021) similarly
reported that mature Ethiopian firms tend to outperform younger ones, attributing this to
superior risk management practices and greater market familiarity. In Ghana, where market
entry barriers are relatively high, the survival of a firm over many years often signals
operational efficiency and stakeholder trust. Darmadi (2013) found that firm longevity
correlates with enhanced performance, particularly in markets where historical credibility is
crucial for investors and regulators. Based on the literature review, the following hypothesis
is formulated:

H5: Firm age has a positive effect on financial performance

Figure 1. Research Framework

Leverage

Firm Size

Board Size Financial Performance

Board Independence

Firm Age

Source: Developed by the authors (2025)
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METHOD

This study adopts a quantitative research design based on panel data regression
methodology. The quantitative approach is particularly suitable for studies aimed at
establishing relationships between measurable variables and testing hypotheses using
empirical evidence. By applying panel data techniques, this research captures both cross-
sectional and time-series variations among the selected firms over a ten-year period. The use
of panel data enhances statistical efficiency by increasing the degrees of freedom and
reducing the risk of multicollinearity among explanatory variables. Furthermore, it allows for
control over unobservable firm-specific effects that could otherwise bias the estimations.

This research follows an explanatory design, as it seeks to determine the causal effects of
corporate governance structures and firm-specific characteristics on financial performance
indicators such as return on equity (ROE), return on assets (ROA), gross profit margin (GPM),
and earnings per share (EPS). The analytical process employs a deductive reasoning
approach, building upon established corporate governance and firm performance theories to
test the hypothesized relationships within the Ghanaian context. Similar methodological
frameworks have been successfully applied in studies such as those by Akbar et al. (2019)
and Rashid (2020), which also explored governance-performance relationships.

The population of this study comprises all firms listed on the Ghana Stock Exchange (GSE),
providing a regulated and structured environment for financial reporting, ensuring data
reliability and comparability across firms. To ensure that the findings are specific, valid, and
based on consistent time-series data, the study adopts a purposive sampling technique. The
sample includes only non-financial firms that have remained consistently listed on the GSE
and have published complete audited financial statements for the period from 2013 to 2022.
This sampling criterion ensures a balanced panel, free from survivorship bias, which can
distort the interpretation of longitudinal data. A total of fifteen firms were selected from various
sectors, including manufacturing, industrial services, consumer goods, and conglomerates.
These fifteen firms, observed over ten years, yield 150 firm-year observations, providing
sufficient data for robust panel regression analysis. The sample is sufficiently diverse to
capture differences in governance structures, ownership characteristics, and operational
strategies, making the study’s findings more generalizable to the broader landscape of
Ghanaian listed firms.

This study utilizes secondary data, which is obtained from audited annual financial reports,
board reports, and governance disclosures published on the official websites of the sampled
companies, as well as from the Ghana Stock Exchange portal. These documents contain
reliable information on both financial performance and governance indicators such as board
size, board independence, and financial structure. Data collection was carried out using a
structured coding sheet to ensure uniformity and reduce data entry errors. For each firm-year
observation, financial data such as total assets, total equity, net income, gross profit, number
of directors, proportion of independent directors, and firm age were systematically recorded.
Where discrepancies were noted across reporting periods, data were cross-checked against
third-party databases, including Bloomberg and the Ghana Business Directory, to ensure
consistency and accuracy. The use of secondary data ensures cost-effectiveness, time
efficiency, and access to firm-level indicators over multiple years. Moreover, reliance on
audited financials ensures that the data meets regulatory standards, enhancing both reliability
and validity.

The study employs a multi-metric approach to evaluating financial performance, using four
key dependent variables: return on equity (ROE), return on assets (ROA), gross profit margin
(GPM), and earnings per share (EPS). These measures offer a comprehensive view of
profitability from different stakeholder perspectives. ROE captures the firm’s efficiency in
using shareholders’ equity to generate net income and is computed as net profit divided by
shareholders’ equity. ROA reflects how efficiently total assets are employed to generate
earnings and is calculated by dividing net income by total assets. GPM provides insight into
operational efficiency and is measured as gross profit divided by total revenue. EPS, which
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represents profit allocated to each outstanding share, is directly extracted from the financial
statements.

The independent variables include corporate governance and firm-level characteristics. Board
size (BSIZE) is measured as the number of directors on the board for each firm-year. Board
independence (BIND) is computed as the ratio of independent directors to total board
members. Firm size (FSIZE) is operationalized as the natural logarithm of total assets to
normalize skewed financial data. Leverage (LEV) is measured by the ratio of total debt to total
equity, representing the firm’s financial structure and capital risk. Firm age (FAGE) is recorded
as the number of years since the firm’s incorporation. These variables were selected based
on their theoretical relevance and prior empirical validation in the corporate governance
literature. To reduce the impact of extreme values and outliers, all continuous variables were
winsorized at the 1st and 99th percentiles where necessary.

To analyze the effects of corporate governance mechanisms and firm characteristics on
financial performance, the study specifies multiple panel regression models. The general
model is expressed as a linear equation in which the financial performance indicators (ROE,
ROA, GPM, and EPS) are regressed on the selected independent variables. The models
account for both firm-specific effects and random variation. The econometric formulation of
the model is as follows:

Yie = Bo + B1BSIZE;; + $,BIND;; + B3FSIZE;; + B, LEV; + BsFAGE; + u; + €;¢

In this model, Y;,represents the financial performance indicator for firm iat time t, which can
be substituted by ROE, ROA, and GPM. The constant term is represented by g,, while
B.through B-are the regression coefficients of the independent variables: board size (BSIZE),
board independence (BIND), firm size (FSIZE), leverage (LEV), and firm age (FAGE),
respectively. u;denotes unobservable firm-specific effects, and ¢;;is the idiosyncratic error
term. The models are estimated using both fixed effects and random effects techniques, with
the Hausman test employed to determine which model provides the most efficient and
consistent estimates. This modeling structure enables the study to assess the direction,
strength, and significance of the relationships between governance mechanisms, firm
characteristics, and financial performance.

The study employs panel data estimation techniques to assess the relationships between
corporate governance variables and firm performance. Specifically, fixed effects and random
effects models are estimated to account for potential firm-level heterogeneity and serial
correlation. The fixed effects model controls for time-invariant firm characteristics that may
bias the regression estimates, while the random effects model assumes that individual firm
effects are uncorrelated with the explanatory variables. The choice between the two models
is determined using the Hausman specification test, which compares the consistency and
efficiency of the estimators. A significant p-value from the Hausman test would indicate that
the fixed effects model is preferable, while an insignificant p-value would favor the random
effects model.

To ensure the robustness of the regression results, diagnostic tests are conducted.
Multicollinearity is tested using the Variance Inflation Factor (VIF), where values exceeding
10 signal serious multicollinearity concerns. Heteroskedasticity is tested using the Breusch-
Pagan test, and the presence of autocorrelation is checked using the Durbin-Watson statistic.
In cases where heteroskedasticity or autocorrelation is detected, robust standard errors are
applied to correct the model estimates. The study also uses White cross-section standard
errors to adjust for potential firm-specific disturbances. These diagnostic procedures are
critical to validating the statistical reliability of the results and avoiding misinterpretation of the
regression coefficients.
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Table 1. Operational Variables

Variable Description Source

Financial Better asset utilisation. (Sinha & Yadav, 2021).
Performance

(Return on Asset)

Financial Effective management of (Smith & Jones, 2019;

Performance shareholders’ funds. Doe, 2021)
(Return on Equity)

Financial The ratio of gross profit to total (Baker & Powell, 2018;
Performance revenue, expressed as a percentage. | Chen, Smith & Johnson,
(Gross Profit 2021).

Margin)
Leverage Well-performing investment. (Smith & Jones, 2021;
Brown & Green, 2022)
Firm Size Employee count, revenue, and (Smith et al. 2018;
market share. Johnson & Lee, 2020;
Nguyen & Patel, 2021)
Board Size The dimensions or scale of the (Doe et al., 2021)
number of board members.
Board Ability of the firm’s board members to (Khan & Atif, 2021)
Independence act without conflicts of interest, but in
the best interest of shareholders and
stakeholders.

Firm Age The duration of a firm has been in (Brouwer et al., 2022)

operation.

Source: Compiled by the authors (2025)

RESULT AND DISCUSSION
Descriptive Statistics

From Table 2, the results provide a comprehensive overview of the descriptive statistics. The
return on assets (ROA) has a mean score of 5.54, with a standard deviation of 5.588. The
minimum recorded value is -4.30, while the maximum value is 27.55. In terms of return on
equity (ROE), the mean and standard deviation are 24.90 and 19.90, respectively. ROE
shows a minimum of -40.37 and a maximum of 56.10. These figures illustrate significant
variability in return on equity among the observations. Leverage has a mean of 0.88, a
standard deviation of 3.98, with a minimum of -13.19 and a maximum of 18.28. This wide
range suggests that leverage values differ substantially across the dataset, which may reflect
divergent financial strategies or risk profiles among the listed companies in the study. The
table further presents other key firm characteristics included in the study, such as firm size,
board size, board independence, and firm age. These variables are summarized by their
mean values, along with their standard deviations, minimums, and maximums. As shown in
Table 1, the average firm size is 7.00, with a standard deviation of 1.10, indicating a range
between 4.74 and 9.44. Similarly, the average board size is 0.95, with a narrower variability
range between 0.10 and 1.23, indicating a more stable board structure across the firms
studied. Board independence has an average of 0.40, with a range between 0.23 and 0.62,
and firm age has a mean value of 0.23, exhibiting some variability with a standard deviation
of 0.199.

Table 2. Descriptive Statistics

Variable Mean Std. Dev. Minimum Maximum
ROA 5.55 5.88 -4.30 27.55
ROE 24 .91 19.90 -40.37 56.11

Leverage 0.88 3.98 -13.19 18.28
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Variable Mean Std. Dev. Minimum Maximum
Firm Size 7.00 1.10 4.75 9.44
Board Size 0.95 0.10 0.78 1.23
Board Independence 0.40 0.08 0.23 0.63
Firm Age 0.23 0.19 0 0.60

Source: Processed data (2025)

Random Effects for Financial Performance — ROA

The random effects regression model presented in this table evaluates the determinants of
Return on Assets (ROA) for the sampled firms. The constant term has a coefficient of
0.192845 with a statistically significant p-value of 0.0000, suggesting that when all other
variables are held constant, the average ROA across the firms is approximately 19.28%.
Board size (BSIZE) is negatively associated with ROA, with a coefficient of -0.009161.
However, the relationship is not statistically significant (p = 0.3801), indicating that the number
of board members may not have a meaningful effect on asset profitability. In contrast, board
independence (BIND) exhibits a positive and statistically significant relationship with ROA,
with a coefficient of 0.052712 and a p-value of 0.0027. Firm size (FSIZE) also shows a positive
and statistically significant influence on ROA, with a coefficient of 0.013509 and a p-value of
0.0074. Leverage (LEV), on the other hand, demonstrates a statistically significant negative
effect on ROA, with a coefficient of -0.008314 and a p-value of 0.0017. Firm age (FAGE) is
positively related to ROA, with a coefficient of 0.007691 and a p-value of 0.0249. The R-
squared value of 0.472879 indicates that approximately 47.29% of the variation in ROA is
explained by the independent variables included in the model, reflecting a moderately strong
explanatory power. Furthermore, the F-statistic of 10.77887 with a p-value of 0.0000 confirms
the overall significance of the model, demonstrating that the independent variables
collectively exert a meaningful influence on return on assets.

Table 3. Random Effects for ROA

Variable Coefficient Std. Error z-Statistic Prob.
C 0.192845 0.028182 6.839897 0.0000
BSIZE -0.009161 0.010438 -0.877654 0.3801
BIND 0.052712 0.017604 2.994152 0.0027
FSIZE 0.013509 0.005043 2.678662 0.0074
LEV -0.008314 0.002653 -3.134024 0.0017
FAGE 0.007691 0.003428 2.243961 0.0249
R-squared 0.472879
F-statistic 10.77887
Prob(F-stat) 0.000000

Source: Processed data (2025)

Random Effects for Financial Performance — ROE

The random effects regression model presented in the table analyzes the determinants of
Return on Equity (ROE) among the sampled firms. The constant term (C) is statistically
significant at the 1% level, with a coefficient of 0.575367 and a p-value of 0.0000. This
suggests that, when all independent variables are held constant at zero, the baseline ROE is
approximately 57.54%, indicating that other unobserved, firm-specific factors may
significantly influence performance. Board size exhibits a negative relationship with ROE, as
indicated by a coefficient of -0.076923 and a p-value of 0.0426, which is statistically significant
at the 5% level. Conversely, board independence is positively associated with ROE. The
coefficient of 0.182956, with a p-value of 0.0043, demonstrates a statistically significant effect
at the 1% level. Firm size also shows a statistically significant positive effect on ROE, with a
coefficient of 0.050561 and a p-value of 0.0058. Leverage, however, demonstrates a negative
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effect on ROE, with a coefficient of -0.016179 and a marginal p-value of 0.0931. While this
result is not statistically significant at the 5% level, it suggests a trend toward a negative
relationship. Finally, firm age significantly influences ROE. The coefficient of 0.031371, with
a p-value of 0.0114, indicates a statistically significant positive relationship, suggesting that

older firms tend to achieve better returns on equity.

Table 4. Random Effects for ROE

Variable Coefficient Std. Error z-Statistic Prob.
C 0.575367 0.102458 5.615353 0.0000
BSIZE -0.076923 0.037950 -2.027284 0.0426
BIND 0.182956 0.064018 2.857256 0.0043
FSIZE 0.050561 0.018328 2.758854 0.0058
LEV -0.016179 0.009634 -1.678920 0.0931
FAGE 0.031371 0.012395 2.530209 0.0114
R-squared 0.523676
F-statistic 13.26235
Prob(F-stat) 0.000000

Source: Processed data (2025)

Random Effects for Financial Performance — GPM

The random effects regression model estimates the influence of selected firm-level variables
on Gross Profit Margin (GPM). The constant (intercept) is statistically significant, with a
coefficient of 0.407837 and a p-value of 0.0000, suggesting that the average GPM across
firms is approximately 40.78% when all other variables are held constant. The coefficient for
board size (BSIZE) is negative at -0.038365, with a corresponding p-value of 0.0824, which
makes it marginally insignificant at the 5% level, though it may be considered weakly
significant at the 10% level. Board independence (BIND) exhibits a positive and statistically
significant effect on GPM, with a coefficient of 0.089358 and a p-value of 0.0159. Firm size
(FSIZE) demonstrates a statistically significant positive impact on GPM, with a coefficient of
0.029480 and a p-value of 0.0062. Leverage (LEV) negatively affects GPM, with a coefficient
of -0.010423 and a p-value of 0.0652. Firm age (FAGE) is positively and significantly
associated with GPM, with a coefficient of 0.015675 and a p-value of 0.0300. The model
explains approximately 49.83% of the variation in GPM (R-squared = 0.498274), indicating a
reasonably good model fit. The F-statistic of 12.27841, with an associated p-value of 0.0000,
confirms that the model is jointly significant, meaning the explanatory variables together
significantly impact GPM.

Table 5. Random Effects for GPM

Variable Coefficient Std. Error z-Statistic Prob.
C 0.407837 0.059640 6.837662 0.0000
BSIZE -0.038365 0.022085 -1.737777 0.0824
BIND 0.089358 0.037056 2.411306 0.0159
FSIZE 0.029480 0.010774 2.736595 0.0062
LEV -0.010423 0.005654 -1.843611 0.0652
FAGE 0.015675 0.007221 2.170167 0.0300
R-squared 0.498274
F-statistic 12.27841
Prob(F-stat) 0.000000
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Hypotheses Testing

Hypothesis testing was conducted with five hypotheses (leverage, firm size, board size, board
independence, and firm age) to examine financial performance variables such as return on
assets (ROA), return on equity (ROE), and gross profit margin (GPM). The results of the
hypothesis testing, presented in Table 6, highlight the variables influencing the financial
performance of listed firms on the Ghana Stock Exchange. The variables tested include
leverage (LEV), firm size (FS), board size (BS), board independence (Bl), and firm age (FA).
The findings reveal that LEV has a negative impact on ROA, but the effect is statistically
insignificant (B = -0.009161, p > 0.3801). FS has a positive effect on ROA and is statistically
significant (B = 0.052712, p < 0.0027). BS has a positive effect on ROA and is statistically
significant (B = 0.013509, p < 0.0074). Bl has a negative effect on ROA, and this relationship
is statistically significant (B = -0.008314, p < 0.0017). FA has a positive effect on ROA and is
statistically significant (3 = 0.007691, p < 0.0249).

Further, the results indicate that LEV negatively impacts ROE, but the effect is statistically
significant (B = -0.076923, p < 0.0426). FS has a positive effect on ROE and is strongly
correlated (B = 0.182956, p < 0.0043). BS has a positive effect on ROE and is statistically
significant (B = 0.050561, p < 0.0058). Bl has a negative effect on ROE, but the effect is
statistically insignificant (8 = -0.016179, p > 0.0931). FA has a positive effect on ROE, and
this relationship is statistically significant (3 = 0.031371, p < 0.0114). Similarly, the findings
indicate that LEV has a negative impact on GPM, but the effect is statistically insignificant (8
= -0.010423, p > 0.0652). FS has a negative effect on GPM, and the relationship is not
statistically significant (8 = -0.038365, p > 0.0824). BS has a positive effect on GPM and is
statistically significant (8 = 0.029480, p < 0.0062). Bl has a positive effect on GPM and is
statistically significant (8 = 0.089358, p < 0.0159). FA has a positive impact on GPM and is
statistically significant (B = 0.015675, p < 0.0300).

Table 6. Hypotheses Testing Result

Hypothesis | Standardised | z-Statistic P- Decision Result
Coefficient value

H1 (ROA) -0.009161 -0.877654 | 0.3801 | LEV and FP are not
statistically Unsupported
significant; the
relationship
negative.

H2 (ROA) 0.052712 2.994152 | 0.0027 FS and FP are
statistically Supported
significant; the
relationship
positive.

H3 (ROA) 0.013509 2.678662 | 0.0074 BS and FP are
statistically Supported
significant; the
relationship
positive.

H4 (ROA) -0.008314 -3.134024 | 0.0017 Bl and FP are
statistically Supported
significant; the
relationship
negative.

H5 (ROA) 0.007691 2.243961 | 0.0249 FA and FP are
statistically Supported
significant; the
relationship
positive.

JED | 53




Anthony Kwesi Ashun, Sagoe Abass Alhassan, Sani Abubakar, Evans Tetteh Akoto
Journal of Enterprise and Development (JED), Vol. 8, No. 1, 2026

Hypothesis

Standardised
Coefficient

z-Statistic

P-
value

Decision

Result

H1 (ROE)

-0.076923

-2.027284

0.0426

LEV and FP are
statistically
significant; the
relationship
negative.

Supported

H2 (ROE)

0.182956

2.857256

0.0043

FS and FP are
statistically
significant; the
relationship
positive.

Supported

H3 (ROE)

0.050561

2.758854

0.0058

BS and FP are
statistically
significant; the
relationship
positive.

Supported

H4 (ROE)

-0.016179

-1.678920

0.0931

Bl and FP are not
statistically
significant; the
relationship
negative.

Unsupported

H5 (ROE)

0.031371

2.530209

0.0114

FA and FP are
statistically
significant; the
relationship
positive.

Supported

H1 (GPM)

-0.010423

-1.843611

0.0652

LEV and FP are not
statistically
significant; the
relationship
negative.

Unsupported

H2 (GPM)

-0.038365

1737777

0.0824

FS and FP are not
statistically
significant; the
relationship
negative.

Unsupported

H3 (GPM)

0.029480

2.736595

0.0062

BS and FP are
statistically
significant; the
relationship
positive.

Supported

H4 (GPM)

0.089358

2.411306

0.0159

Bl and FP are
statistically
significant; the
relationship
positive.

Supported

H5 (GPM)

0.015675

2170167

0.0300

FA and FP are
statistically
significant; the
relationship
positive.

Supported
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Discussion

The findings from the regression analysis revealed a statistically significant and positive
relationship between board size and financial performance, particularly in relation to return on
equity (ROE) and gross profit margin (GPM). This suggests that Ghanaian listed firms with
larger boards tend to achieve superior profitability outcomes. The observed relationship can
be understood through the lens of agency theory, which posits that larger boards are better
positioned to oversee management behavior and curb self-interested decisions that may harm
shareholder value. Larger boards are more likely to possess a diversity of skills, expertise,
and industry knowledge, which can be leveraged to enrich the decision-making process and
enhance corporate strategies. Additionally, larger boards may benefit from the inclusion of
non-executive directors who provide independent judgment, thereby strengthening monitoring
mechanisms and safeguarding shareholder interests. This finding is consistent with empirical
studies, such as Kyere and Ausloos (2021), which demonstrated that board size positively
impacts firm performance in emerging markets due to enhanced oversight and strategic
guidance. Similarly, Olayiwola (2020) observed that firms in sub-Saharan Africa with larger
boards experienced greater stability and stakeholder engagement, resulting in increased
market confidence. In the context of Ghana, where regulatory enforcement may be
inconsistent, larger boards can serve as a compensatory governance mechanism, fostering
transparency and legitimacy. However, the benefits of an increased board size are not
unlimited. Excessively large boards may encounter coordination challenges and slow
decision-making processes. Therefore, the optimal board size must strike a balance between
diversity and efficiency, enabling effective collaboration without bureaucratic delays.

Despite the theoretical emphasis on board independence as a mechanism for mitigating
agency problems, the findings of this study revealed that board independence had an
inconclusive and statistically insignificant effect on firm profitability across most performance
indicators. Although some coefficients indicated a weak positive relationship, the effect lacked
consistency and robustness. This challenges the conventional wisdom of agency theory,
which asserts that a higher proportion of independent directors improves governance quality
by introducing objectivity and reducing managerial opportunism. One possible explanation for
this result lies in the operational and cultural realities of emerging markets, such as Ghana,
where independent directors may lack the institutional autonomy and enforcement power
necessary to exert meaningful influence. Empirical evidence from Wahab, How, and
Verhoeven (2018) suggests that in many developing economies, the presence of independent
directors is often symbolic rather than substantive, with appointments made based on political
affiliation or social networks rather than merit. Boateng, Agyemang, and Amponsah-Tawiah
(2021) further emphasize that in Ghana, independent directors may not always possess the
technical competence or industry experience needed to challenge executive decisions
effectively, limiting their ability to positively impact firm performance. Additionally, cultural
norms that emphasize collectivism and hierarchy may discourage dissenting views in
boardrooms, thereby undermining the role of independence. The study’s findings suggest that
mere compliance with governance codes by appointing independent directors is insufficient.

The positive and significant relationship between firm size and financial performance, as
evidenced by higher ROE and ROA, affirms the proposition that larger firms tend to be more
profitable. The resource-based view of the firm provides a compelling framework for
understanding this relationship. Larger firms typically have access to a wider pool of
resources, including financial capital, technological infrastructure, and skilled human capital.
These resources enable firms to scale operations efficiently, leverage economies of scope
and scale, and withstand market volatility. In Ghana, where capital markets are relatively
underdeveloped, larger firms may enjoy preferential access to financing and regulatory
incentives, further strengthening their competitive advantage. Previous studies have
substantiated this finding. For instance, Nkundabanyanga, Ahiauzu, and Sejjaaka (2020)
found that in East Africa, firm size correlates positively with profitability due to improved
operational capacity and market reach. Similarly, Otchere, Ntim, and Adjasi (2021) observed
that large Ghanaian firms outperformed their smaller counterparts in both accounting and
market-based performance metrics. Larger firms are also better positioned to invest in
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innovation, comply with corporate governance regulations, and attract top managerial talent,
all of which contribute to sustained financial growth. However, the relationship is not entirely
linear. Beyond a certain threshold, firm size can introduce rigidity, slow decision-making, and
increase bureaucratic costs. Nonetheless, within the scope of this study, larger firms appear
to exhibit stronger financial resilience and profitability, confirming their strategic role in
Ghana'’s private sector landscape.

The regression results identified leverage as having a negative and statistically significant
effect on financial performance, particularly on ROA and GPM. This finding implies that firms
with higher debt ratios tend to experience reduced profitability, which may stem from
increased financial obligations, interest payments, and diminished financial flexibility. The
pecking order theory helps explain this phenomenon, suggesting that firms prioritize internal
financing and view external debt as a less favorable option due to the risk of financial distress
and loss of control. In the Ghanaian context, where interest rates are comparatively high and
access to affordable credit is limited, excessive reliance on debt financing may place
considerable strain on corporate cash flows. Abor (2007) was among the earliest scholars to
highlight this trend in Ghana, demonstrating that beyond a moderate level, debt becomes
detrimental to firm performance. Agyemang and Castellini (2022) reaffirmed these findings,
noting that many Ghanaian firms accumulate debt not for growth-oriented investments, but
rather to meet operational or short-term liabilities, thereby undermining long-term value
creation. The study’s findings reinforce the importance of prudent capital structure
management, suggesting that firms must strike a balance between debt and equity to optimize
financial outcomes. The adverse effects of leverage also underscore the need for policy
reforms aimed at enhancing credit accessibility and lowering borrowing costs in Ghana'’s
financial markets.

The relationship between firm age and financial performance was modestly positive,
indicating that older firms generally achieve better outcomes in metrics such as ROE and
GPM. The experience hypothesis provides a theoretical rationale for this trend, positing that
older firms benefit from cumulative learning, institutional memory, and established
stakeholder relationships. Over time, firms refine their internal processes, develop
reputational capital, and build robust organizational cultures that support consistent
performance. In Ghana, where market entry barriers are relatively high, the survival of a firm
over many years often signals operational efficiency and stakeholder trust. Darmadi (2013)
found that firm longevity correlates with enhanced performance, especially in markets where
historical credibility matters to investors and regulators. Melesse and Asrat (2021) similarly
reported that mature Ethiopian firms tend to outperform younger entities, attributing this to
superior risk management practices and market familiarity. However, it is worth noting that
longevity does not automatically guarantee success. Older firms must continually innovate
and adapt to evolving industry dynamics to maintain their competitive edge. Firms that
become complacent or resistant to change risk being outperformed by more agile competitors.
Nevertheless, in the Ghanaian setting, where institutional continuity and reputational assets
play a significant role, firm age emerges as a valuable performance enhancer.

CONCLUSION

The study aimed to explore the influence of corporate governance mechanisms and firm-
specific characteristics on financial performance among listed companies in Ghana. The
findings reveal that board size exhibits a significant positive relationship with return on equity
(ROE) and return on assets (ROA), suggesting that larger boards enhance monitoring
capacity and strategic oversight. However, board independence shows an insignificant effect
on all profitability measures, indicating that the mere presence of independent directors may
not necessarily translate into performance gains in the Ghanaian context. Firm size and age
demonstrate a positive association with profitability, underscoring the importance of
organizational maturity and scale in sustaining financial outcomes. In contrast, leverage
negatively influences ROA and gross profit margin (GPM), confirming concerns about the
burden of debt on profitability.
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These findings contribute to ongoing debates in governance-performance literature by
offering context-specific insights into the dynamics of firm profitability in emerging markets.
The study advocates for reforms that promote functional governance practices and cautions
against a one-size-fits-all application of board composition norms. Implications are drawn for
policymakers, investors, and corporate boards seeking to optimize governance structures for
financial resilience. The study primarily focused on the financial performance of listed
companies on the Ghana Stock Exchange, investigating return on assets, return on equity,
and gross profit margin. To gain a more comprehensive understanding of the performance of
quoted companies on the Ghana Stock Market, this study recommends that future
interventions integrate both financial and non-financial performance indicators to ensure a
thorough assessment of governance outcomes.
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