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ABSTRACT 

The study investigates how board gender diversity affect bank performance and risk 

in Ghana. The study adopts the quantitative approach to investigate the research 

objectives. The study employs the convenience sampling technique to select 14 banks 

from a population of 23 banks. Secondary data, which are annual panel data spanning 

the seven-year period from 2015 to 2021 are used. The panel regression analysis is 

employed to analyze the data. The study uses Stata statistical software for data 

analysis. The study discovers that a statistically significant positive relationship exit 

between board gender diversity and the performance of banks. Additionally, the study 

reveals that the relationship between gender diversity of the board and credit risk is 

statistically significant and negative. The study therefore concludes that gender 

diversity of the board is a major determinant of performance and credit risk of banks 

in Ghana. The study recommends an enhancement of gender inclusivity on the boards 

of banks in Ghana.  
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CHAPTER ONE 

INTRODUCTION 

 

1.1 Background of the Study 

The significance of governance in guaranteeing the long-term viability and expansion of 

companies cannot be emphasized enough. Corporate governance has remained a focal 

point for stakeholders in various industries, as they strive to establish effective 

frameworks that promote the interests of all relevant parties involved. The significance of 

governance in shaping a firm's strategy and performance has led to extensive academic 

research and analysis (Daily and Dalton, 2017). 

 

Scholars, such as Friede et al. (2015) assert that there is a positive correlation between 

proper and sustainable business administration strategies and institutional economic 

outlook. This conclusion emphasizes how important the board of directors is in 

determining a company's course. Given that the board has the power to approve 

operational and strategic choices; stakeholders have paid close attention to the board's 

makeup and structure. Among the various aspects influencing the board's effectiveness, 

gender diversity has emerged as a critical factor. 

 

Regulators and legislators throughout the world have come up with programs to boost 

female representation on institutional boards in recognition of the value of gender 

diversity in business leadership (Chapple and Humphrey, 2014). Many countries have 

taken proactive steps to address the underrepresentation of women on corporate boards. 
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For instance, Norway, France, Spain, and Italy have implemented regulations specifying 

minimum percentages of female board members or positions (Chapple and Humphrey, 

2014; Joecks, Pull and Vetter, 2013; Kagzi and Guha, 2018). Finland and India have 

institutionalized the representation of females on the boards to ensure gender diversity 

(Chapple and Humphrey, 2014; Joecks, Pull and Vetter, 2013; Kagzi and Guha, 2018). 

These measures aim to leverage the potential benefits of gender diversity, as studies 

suggest that including women in decision-making roles can enhance corporate 

governance (Adams and Ferreira, 2009; Intintoli and Kahle, 2020). 

 

When it comes to understanding the need of gender diversity on corporate boards, Israel 

stands out as a trailblazing nation. The nation imposed a quota demanding a minimum of 

50% female presence on boards in 2010 after first required the inclusion of at least one 

female board member in 1999 (Intintoli and Kahle, 2020). Other nations, such as the 

Netherlands including Kenya and Italy not to mention Iceland, Denmark and Canada 

including Belgium, and Australia, these countries have legislated the representation of 

woman on the governing boards of companies (Srivastava, Das and Pattanayak, 2018). 

 

The dedication to enhancing corporate governance procedures is reflected in the rising 

global acknowledgement of the significance of gender diversity on boards. Consequently, 

this has sparked a surge in research efforts aimed at exploring to determine the 

correlation that exist between the success of a business and board gender diversity. 

Researchers such as Adams et al. (2015), Baixauli-Soler et al. (2016), Greene, Intintoli, 

and Kahle (2020), and Pucheta-Martínez (2018) contributing to the body of knowledge; 
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conducted various studies to examine the link that exist between institutional success and 

gender diversity. Nevertheless, it is crucial to highlight that most of these investigations 

have predominantly concentrated on industrialized nations, creating a void in exploration 

concerning developing nations. Within the Ghanaian setting, there is a dearth of research 

exploring the influence of gender diversity on board performance, with existing studies 

frequently neglecting the banking sector (Adusei, Akomea, and Poku, 2017; Sarpong‐

Danquah, Adusei, and Frimpong, 2022; Appiadjei, Ampong, and Nsiah, 2017). 

Moreover, notwithstanding the inherent perils confronted by banks in their daily 

operations, there exists a scarcity of literature that delves into the connection between 

gender diversity and bank risk in Ghana. Hence, the current investigation endeavors to 

fill these gaps by scrutinizing the impact of board gender diversity on the risk 

performance of banks operating in Ghana.    

 

1.2 Problem Statement 

In order to guarantee an organization's long-term viability and growth, effective corporate 

governance is essential. Consequently, stakeholders have prioritized corporate 

governance to ensure optimal decision-making that aligns with their interests. The 

significance of governance in shaping a firm's strategy and performance has been a 

central focus in academic research (Daily and Dalton 2017).    

 

According to Friede et al. (2015), good corporate governance procedures and business 

financial success are positively correlated. Consequently, the configuration and structure 

of the board of directors have garnered substantial interest from stakeholders due to their 
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crucial role in fostering strategic and operational decisions. Notably, gender diversity is 

emerged as a critical aspect of board composition and structure. 

 

Research into the connection between gender-diversified corporate boards and the 

attainment of business success have produced a diverse array of results. For example, Liu 

et al. (2014) and Ye et al. (2019) record a major correlation between female gender 

inclusivity and company performance, both within specific countries and at a global 

level. Similarly, Garcia-Meca et al. (2015) finds a positive effect in the financial industry, 

while Terjesen et al. (2016) observe positive effects across multiple industries. Recent 

study conducted by Oremus (2020)  and further solidifies the existence of positive 

association amongst gender-diversified corporate boards and the financial performance of 

firms in the UK. On the other hand, investigations carried out by Marinova et al. (2016) 

and Carter et al. (2017) indicate that there is no substantial correlation between gender 

diversity and firm performance.  

 

Despite the growing literature on the subject, the evidence show the subject is 

inconclusively explored. The majority of empirical investigations on the subject are in the 

context of developed nations, leaving a knowledge vacuum about how gender diversity 

affects business success in emerging markets like Ghana. To date, the few studies on the 

subject of board gender diversity and performance conducted in Ghana (Adusei, Akomea, 

and Poku 2017; Sarpong-Danquah, Adusei, and Frimpong 2022; Appiadjei, Ampong, and 

Nsiah 2017) have primarily concentrated on microfinance institutions and listed firms, 

neglecting the banking industry at large. Additionally, despite the inherent risks involved 
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in operating a bank, there is a dearth of studies examining the impact of board gender 

diversity on risk in the Ghanaian setting. Indeed, this is a gap in research that needs to be 

closed. To this end, this study attempts to shed light on the link between board gender 

diversity and the performance and risk of banks in Ghana in order to close the gap.  

 

1.3 Objectives of the Study 

The research's main objective is to examine the impact of gender diversity of the board 

on the performance and risk of banks in Ghana. In view of this underlining objective, the 

following specific objectives are pursued. 

1. To examine the effect of board gender diversity on the financial performance of 

banks in Ghana. 

2. To establish the effect of board gender diversity on the credit risk of banks in 

Ghana. 

 

1.4 Research Questions 

1. What is the effect of board gender diversity on the financial performance of banks 

in Ghana? 

2. What is the effect of board gender diversity on the credit risk of banks in Ghana? 

 

1.5 Significance of the Study 

It must be emphasized that the outcome of the research is projected to be beneficial to 

significant number of specific stakeholders such as policy makers and regulators, 

corporate and professional practitioners, as well as researchers and scholars. For policy 
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makers and regulators, it will help policy makers and regulators of banks to formulate 

policies on corporate governance in a manner that promote adequate female participation 

in the boardroom.  

 

For corporate and professional practitioners, the study will help them to identify the 

relation amongst institutional governance structures on gender diversity and the economic 

outturns of banks operating in Ghana together with the associating risks. This will propel 

banks to review their notes on policies regarding corporate governance structures to 

incorporate adequate female representation. In addition, it will propel shareholders to 

closely monitor the corporate governance structures such that there is a well-balanced 

gender diversity of the board.    

  

For research and academic scholars, it is worthy of note that this study will add to the 

existing body of literature on corporate governance. Thus, serving as an invaluable source 

of reference for scholars in the future.   

 

1.6 Scope of the Study 

The research is confined to issues on corporate governance in general paying particularly 

attention to diversification of the governing boards in terms of gender and its bearing on 

performance and risk, which are measured with return on assets and credit risk 

respectively. With respect to the geographical scope, the study is limited to the context of 

Ghana since it centers on banks in Ghana. The study covers the period from 2015 to 

2021.   
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1.7 Organization of the Study 

The study is structured into five distinct chapters. The first chapter presents the 

introduction, displaying the background, problem statement, objectives, significance, and 

other relevant issues. The second chapter conducts a comprehensive review of existing 

literature relevant to the present study. It review of literature is sectionalized under 

conceptual review, theoretical review, empirical review, and the conceptual framework. 

The third chapter looks at the methodology in general. The fourth chapter is the results 

and discussions. The final chapter is the summary, conclusion, and recommendations.  
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CHAPTER TWO 

LITERATURE REVIEW 

 

2.0 Introduction 

The literature review chapter is structured into four main sections. The first section, the 

conceptual literature review. The second section is the theoretical literature review 

followed by the empirical review in the third section. The fourth section presents the 

conceptual framework 

 

2.1 Conceptual Review 

2.1.1 Board of Directors  

The board of directors undertakes a critical role within the organizational framework, 

acting as the supreme authority vested with the responsibility of ensuring effective 

governance and comprehensive supervision of the entity's operations (Carroll and 

Buchholtz, 2014). As the highest decision-making body, the board exercises its fiduciary 

duties to safeguard the interests of various stakeholders, making strategic decisions, and 

providing guidance and oversight to management. Through its collective wisdom and 

expertise, the board plays a pivotal role in shaping the organization's direction, fostering 

transparency, accountability, and sustainable growth (Carroll and Buchholtz, 2014; 

Whitler and Puto, 2020). 

 

Indeed, the board’s leadership and governance practices significantly impact the overall 

performance and long-term success of an entity. This makes the configuration or the 
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arrangement and functioning of the board a subject of immense scholarly interest. As far 

as the framework of corporate governance is concerned, the board is a key element and 

assumes a pivotal position, serving as a fundamental cornerstone that influences the 

entire framework (Castellanos and George, 2020). It functions as a focal point that sets 

the tone and direction, around which various other stakeholders and elements within the 

governance framework orbit and interact. 

 

The board of an entity is establish to ensure the best interest of the firm is maintained at 

all times, with a basic responsibility towards the shareholders. Kanakriyah (2021) assert 

that the primary goal of the board of directors within corporate entities is to uphold the 

maximization of shareholder value. It pursues this objective through a range of 

mechanisms. These mechanisms include the selection and dismissal of managers, 

ongoing monitoring of their performance, and implementing appropriate compensation 

structures (Shleifer and Vishny, 1997; Hermalin and Weisbach, 2001).  

 

While the board of directors is widely recognized as a theoretically robust and influential 

mechanism for corporate governance, the empirical landscape paints a more nuanced 

picture. The actual effectiveness of boards in fulfilling their intended role remains a 

subject of ongoing debate and research. Numerous research are done in respect of the 

connection between board dynamics and their influence on company success in terms of 

performance, sustainability, and other indicators, illuminating a complex interaction of 

variables. While some findings suggest a positive correlation between certain board 
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attributes, such as independence, diversity, and expertise, with better outcomes, there are 

plethora of empirical evidence on results that vary from this finds.  

 

In practice, the impact of boards on shareholder value maximization varies across 

different contexts and industries. Factors such as the firm's size, industry dynamics, and 

corporate culture can significantly influence the board's ability to effectively execute its 

responsibilities. Moreover, the intricate dynamics within the boardroom itself, including 

the composition, dynamics, and interpersonal relationships among directors, further 

contribute to the complex nature of board effectiveness. 

 

It is worth noting that the challenges of assessing board effectiveness extend beyond 

quantitative metrics. The qualitative aspects, such as the board's strategic guidance, 

decision-making processes, and ability to adapt to changing business environments, are 

equally crucial but difficult to quantify and measure (Kanakriyah, 2021). Consequently, 

empirical studies face inherent limitations in capturing the full breadth and depth of board 

effectiveness.  

 

While acknowledging the potential limitations in empirical evidence, it is essential to 

recognize that boards continue to play a vital role in shaping corporate governance 

frameworks. The ongoing dialogue and research in this field seek to identify best 

practices, optimize board structures, and enhance their overall effectiveness. There are 

several reasons for this contention, including the need for more research and exploration 

of alternative governance structures. Oftentimes, the composition of the board comprises 
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individuals who hold positions within the company, commonly referred to as insiders. 

These insiders are entrusted with the responsibility of overseeing and monitoring the 

company's affairs, a role that is expected to be fulfilled by the board itself. Internal 

managers often influence the appointment of external board members, and it is not 

uncommon for the CEO to also serve as the chairperson of the board. This practice raises 

concerns about potential conflicts of interest and consolidated power. However, striking a 

balance between internal expertise and external perspectives is crucial for effective 

governance. Incorporating independent board members provides objective insights and 

scrutiny, while internal managers offer deep knowledge of the organization. Achieving a 

well-rounded board composition requires careful consideration of conflicts of interest and 

ensuring transparent decision-making aligned with the company's best interests. 

Nevertheless, the presence of an effective board has demonstrated its significance as a 

robust corporate governance instrument on the global scale.   

 

 2.1.2 Board Gender Diversity 

According to Wiley and Monllor-Tormos (2018), the concept of board gender diversity 

encompasses the extent of variation in the gender composition of individuals serving on 

corporate boards. However, board diversity can be viewed from various perspectives. 

Some schools of thought argue that it encompasses broader dimensions of corporate 

heterogeneity, such as the size of the board, its leadership structure, and the board model 

adopted (Nguyen and Faff, 2006). In addition, demographic diversity within the 

boardroom also contributes to its dynamics. Observable traits like gender, age, and 

nationality are included in this diversity, as well as less obvious traits like educational 
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background, technological know-how, and technical competence (Ararat et al., 2015; 

Martn-Ugedo, and Minguez-Vera, 2014).  

 

It is noteworthy that including individuals with diverse backgrounds and perspectives 

enriches board discussions and decision-making processes, fostering a more 

comprehensive understanding of the business landscape and facilitating innovative 

thinking. Research suggests that diversified boards can bring a range of benefits, 

including improved corporate performance, enhanced risk management, and better 

governance practices. Therefore, promoting demographic diversity within the board is an 

important consideration for companies seeking to foster effective and inclusive corporate 

governance. 

Some scholars assert that the functioning and decision-making processes of boards are 

directly impacted by the gender, age, educational attainment, and experience of board 

members (Johnson et al., 2013; Post and Byron, 2015). These characteristics influence 

the dynamics and efficacy of board conversations and decision-making by shaping the 

viewpoints, knowledge, and expertise that board members bring to the table. A wide set 

of educational backgrounds and experiences, for example, may promote a greater variety 

of ideas and knowledge, resulting in more robust and well-informed decision-making. 

Similarly, gender and age diversity may contribute diverse perspectives and experience to 

board debates, improving the overall review and decision-making of the board and 

limiting possible biases. For example, research suggests that gender diversity of boards 

can lead to improved decision-making processes, as diverse perspectives and experiences 

contribute to more comprehensive discussions and consideration of different viewpoints 
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(Wiley and Monllor-Tormos, 2018). Similarly, age diversity can present a wide range of 

viewpoints and prowess to the board, promoting a much more balanced decision-making. 

 

Understanding the effect of demographic diversity on company’s success is crucial from 

a broader perspective (Kagzi and Guha, 2018). Empirical studies report mixed results, 

with some indicating positive relationship between board diversity and financial 

performance, while others suggest no significant association (Kagzi and Guha, 2018). 

While research highlights the potential benefits of diversity, it is essential to acknowledge 

that the relationship is complex and not straightforward. Factors such as organizational 

culture, board composition, and decision-making processes can influence the bearing of 

diversity on a company’s success. The true value of diversity lies in leveraging unique 

perspectives and experiences. Creating an inclusive environment that encourages open 

dialogue and integrates diverse viewpoints is key. Longitudinal studies are needed to 

fully understand the relationship and inform organizations in creating inclusive 

governance structures that positively impact company outcomes. 

 

Moreover, societal and regulatory changes have accentuated the significance of equality 

and inclusion, leading to increased participation of women in capacities traditionally 

subjugated by men (Srivastava, Das and Pattanayak, 2018). This trend reflects a shift 

towards embracing various perspectives and promoting gender balance in corporate 

leadership. 
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With the accumulated personal information received from its members, a diverse 

governing structure is much positioned to create and deliver well-thought through 

decisions and deliver better resolutions (Lückerath-Rovers 2013). A governing board 

with the right representation of women is widely acknowledged to be an important part of 

corporate governance. It is an important step toward increased gender diversity and fair 

chances in business leadership. Organizations may tap a larger talent pool, use varied 

viewpoints, and improve overall board performance by increasing the participation of 

women on boards. Gender diversity has a number of advantages, including better 

decision-making, risk management, higher creativity, and a more thorough awareness of 

stakeholders' different requirements and preferences. Furthermore, it promotes a more 

inclusive and equitable corporate culture that embodies ideals such as justice, equality, 

and meritocracy.  It enhances the board's monitoring function by bringing independent 

thought processes through diversity (Adams and Ferreira, 2009).  

 

Diversity within corporate boards can give rise to conflicts and divisions, leading to 

increased costs in terms of time and decision-making. However, research propound that 

female directorship is positively received by the stock market compared to male 

directors. While conflicts may arise from diverse perspectives, organizations should 

strive to build inclusive board cultures that effectively manage potential conflicts and 

leverage the benefits of diversity. By doing so, companies can enhance decision-making 

processes and overall board performance.  
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Recognizing the importance of gender inclusiveness and its influence on the success of a 

company is crucial for implementing policies and ensuring effective governance in 

organizations. In view of that, extensive study has been undertaken to investigate the 

relationship that exist amongst gender diversity and company outcomes (Carter et al., 

2010; Hillman, 2015). The examination of gender diversity encompasses ethical 

considerations, the business case, and theoretical frameworks. From an ethical standpoint, 

having gender diversity in corporate boards promotes corporate social responsibility, 

positively affects corporate spending, and enhances the overall reputation of the firm 

(Bear, Rahman and Post, 2010). Female board members bring unique perspectives and 

expertise that may impact company effectiveness in different manners, like formulating 

knowledgeable choices concerning procurements. By embracing gender diversity, 

organizations can tap into the potential benefits of diverse viewpoints and experiences, 

ultimately contributing to improved decision-making processes and overall firm 

performance. Overall, the consideration of gender diversity in board composition plays a 

crucial role in corporate governance. It brings valuable perspectives and benefits to 

decision-making processes, although challenges and costs may also arise.  

 

Recognizing and comprehending the association between gender inclusivity and 

organizational performance is vital for shaping the formulation of strategies and 

implementing effective governance practices within organizations. By studying this 

relationship, companies can gain valuable insights into how gender diversity impacts 

various aspects of their operations, decision-making processes, and overall performance. 

This understanding can guide the formulation of policies that promote inclusivity and 
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equal opportunities, leading to a more diverse and representative workforce at all levels 

of the organization. Moreover, embracing gender diversity enables companies excel in 

culture of innovation, creativity, and enhanced problem-solving capabilities that can 

contribute to the improvement of business outcomes and sustainability.  

 

Research propounds that the existence of gender-diversified boards brings benefits to 

shareholders (Levi et al., 2014). Companies with gender-diversified boards demonstrate a 

higher inclination to invest in innovation (Zona et al., 2013). Furthermore, studies 

indicate high levels of gender diversity in boards are linked to improved organizational 

performance via indicators like the Tobin’s Q, Return on Equity and Return on Asset 

(Erhardt et al., 2003; Sabatier, 2015). Female directorship on governing boards is 

discovered to have major influence on debt and a favorable effect on investments in 

research and development (Rossi et al., 2017). These findings highlight the value of 

gender diversity in boards as a driver of positive outcomes, emphasizing its potential to 

enhance financial performance, strategic decision-making, and investment in innovation. 

 

Incorporating gender variety within establishments possesses the capability to amplify 

analytical and purposive procedures by integrating a wider array of viewpoints and 

options (Campbell and Mínguez-Vera, 2008). Enhanced decision-making results are 

noted in domains such as procurements (Levi, Li and Zhang, 2014) and investment (Zona 

et al., 2013). Additionally, gender inclusivity contributes to an organization’s ability to 

compete favourably by establishing a favourable reputation and influencing customer 

perceptions (Miller and Triana, 2009). Theoretical frameworks, including agency theory, 
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suggest gender inclusivity expands the effectiveness of boards and overall success of 

corporate bodies (Kagzi and Guha, 2018). This is achieved through enhanced monitoring 

mechanisms (Adams and Ferreira, 2009) and reduced exposure to risks for organizations 

(Dobbin and Jung, 2011). By considering these perspectives, businesses can recognize 

the strategic value of gender diversity, leading to improved decision-making, competitive 

advantage, and sustainable performance.  

 

2.1.3 The Concept of Risk  

Risk is a complex and multifaceted concept that have different interpretations and 

meanings to different individuals. Adams (2014) points out that the term "risk" often 

evokes a sense of urgency and concern due to its association with potential negative and 

even catastrophic outcomes. However, the lack of agreement on its definition contributes 

to misunderstandings and varying perspectives on the concept. 

 

Ohansen and Rausand (2014) emphasize the absence of consensus in defining risk by 

illustrating that if ten different people are asked to define risk, it is highly likely that ten 

different answers will be received. This highlights the subjective nature of risk and 

underscores the diverse perspectives individuals hold regarding its implications. The 

understanding of risk varies based on individual experiences, knowledge, and personal 

biases, resulting in a multitude of interpretations and definitions. This recognition of the 

subjective nature of risk underscores the importance of considering multiple viewpoints 

and engaging in comprehensive risk assessments to gain a more holistic understanding of 

potential threats and opportunities within a given context.  
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Despite the absence of a universally agreed-upon definition, several scholars offer 

definitions of risk. According to Graham and Weiner (cited in Aven and Renn, 2009), 

risk can be defined as the probability of experiencing an adverse outcome. This definition 

underscores the quantitative aspect of risk, highlighting the likelihood of negative 

consequences or undesirable events occurring. It suggests that risk is inherently 

associated with uncertainty and the potential for harm or loss. By focusing on the 

probability aspect, this definition encourages the assessment and quantification of risks to 

inform decision-making processes and risk management strategies. Understanding risk in 

terms of its probability allows organizations and individuals to prioritize and allocate 

resources effectively to mitigate potential adverse outcomes. This definition emphasizes 

the likelihood of experiencing unfavorable results in a given situation.  

 

Rosa (2003) presents an alternative definition of risk, describing it as a situation or event 

in which something valuable, including human life, is at stake, and the outcome is 

uncertain. This definition emphasizes both the element of uncertainty and the potential 

consequences involved in risk. It recognizes that risk extends beyond purely financial 

considerations and encompasses broader aspects such as human well-being and the 

preservation of valuable resources. By incorporating the notion of uncertainty, this 

definition acknowledges that the outcome of a risk cannot be precisely determined, 

introducing the need for proactive measures to anticipate, prevent, or mitigate potential 

negative outcomes. This broader perspective on risk helps to highlight the significance of 

considering a wide range of potential impacts and engaging in comprehensive risk 
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management practices that prioritize the preservation and protection of valuable assets, 

including human life. 

 

Other schools of thought also offer other definitions of risk. According to the Chartered 

Institute of Management Accountants (CIMA), risk relates to a quantifiable dispersion in 

the potential outcomes resulting from any activity. This definition emphasizes the need to 

assess and manage the variability of outcomes effectively. On the other hand, The 

International Standards Organization (ISO) provide a definition of risk as the impact of 

unpredictable events on goals, encompassing both positive and negative deviations from 

expected outcomes. This definition recognizes that risk is not solely associated with 

negative consequences but also presents opportunities for positive outcomes. Both 

perspectives underscore the importance of understanding and managing uncertainties, 

variations, and their impact on achieving desired objectives. 

 

The CIMA definition highlights the need for a systematic approach to risk management 

that consider a range of potential outcomes, enabling organizations to make informed 

decisions and implement appropriate risk mitigation strategies. The ISO definition 

broadens the scope of risk by emphasizing the dynamic nature of uncertainties and their 

potential to influence the achievement of objectives. Thus, encouraging organizations to 

proactively identify and seize opportunities while effectively managing potential negative 

impacts. By integrating these perspectives, organizations can develop a comprehensive 

risk management framework that accounts for both positive and negative deviations from 
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expected outcomes, enabling them to navigate uncertainties and augment their capability 

to accomplish their aims while mitigating possible detrimental consequences. 

 

Considering the context of finance and specifically, banking operations, which is mainly 

a financial intermediation activity, the presence of risk become even more pronounced. 

Within the field of finance, scholars commonly discuss two major types of risk: 

systematic risk and unsystematic risk. Systematic risk, also known as market risk, arises 

from external factors and uncontrollable variables that affect the entire market or 

economy. It is not specific to a particular industry and includes factors such as interest 

rate fluctuations, geopolitical events, and macroeconomic conditions. Unsystematic risk, 

also known as specific risk, is associated with utilizing controlled and familiar variables 

that are unique to a specific industry, sector, or enterprise. This type of risk includes 

factors such as operational inefficiencies, management issues, and industry-specific 

challenges (CIMA, 2009). 

 

In addition to systematic and unsystematic risk, various subcategories and forms of risk 

exist. The common forms of such risks are business or operational risk, country risk, 

environmental risk, financial risk, reputational risk, and strategic risk (CIMA, 2009). 

Each of these forms of risk represents specific challenges and uncertainties that 

organizations must manage to protect their interests and ensure sustainable operations. 

 

For the purpose of this study, the focus is on financial risk, particularly credit risk, which 

is highly relevant to the banking sector. Credit risk refers to the potential danger that 
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borrowers will fail to repay the principal and anticipated interest on loans granted to 

them. It arises from uncertainties surrounding the borrower's capability or willingness to 

fulfill their repayment obligations. Credit risk is considered a financial risk because it 

affects the financial health and stability of banks. It can manifest as non-performing 

loans, which occur when borrowers fail to meet the repayment of loans within the terms 

of the credit agreement.   

 

2.1.4 Performance 

The concept of performance in finance is a multifaceted and often debated issue, as it 

encompasses various dimensions and interpretations. It is a critical area of study in both 

organization theory and strategic management. When assessing firm performance, there 

are different approaches and measures that are employed. Predominantly, these 

approaches and measures are financial and operational indicators (Tudose, 2012). The 

choice of these measures depend on the specific objectives that are the focal point of the 

undertaking. 

 

Financial performance measures focus on quantifying the outcomes and results of a firm's 

financial activities. These measures provide insights into the effectiveness of a firm's 

financial management and its ability to generate profits and shareholder value 

(Abdulmalik et al., 2014). Among the common indicators for measuring this financial 

performance are return on assets, return on equity, net profit margin, among others.   

 



 

22 

 

Operational performance measures, on the other hand, provide a broader perspective by 

considering factors that contribute to financial performance. Metrics such as sales 

growth, market share growth, and operational efficiency are used to evaluate a firm's 

operational performance (Tudose, 2012). Operational performance measures are crucial 

as they shed light on the underlying drivers that lead to financial success. 

While financial performance indicators offer valuable insights, they may not capture all 

aspects of a firm's performance. Hence, it is important to complement financial measures 

with non-financial indicators. These non-financial indicators assess the quality of 

management, corporate culture, executive compensation policies, and shareholder 

communication systems (Tudose, 2012). Evaluating performance based on a combination 

of financial and non-financial indicators provides a more comprehensive understanding 

of a firm's overall performance. 

 

In recent years, there has been an increasing focus on assessing performance based on 

value creation and sustainable development. This perspective recognizes that firms 

should not only pursue financial gains but also consider their impact on society and the 

environment. Value creation involves not only generating profits but also taking into 

account the long-term sustainability and social responsibility of the firm (Tudose, 2012). 

 

A commonly employed financial performance metric is the return on assets (ROA), 

which evaluates a company's efficiency in generating profits from its assets. The 

calculation involves dividing net income or earnings before interest and taxes (EBIT) by 

the total assets. By assessing a firm's profitability and asset utilization, ROA offers 
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valuable insights into its financial health and efficiency. It acts as a gauge of how 

proficiently a company utilizes its resources to generate profits. The measure is widely 

used in financial analysis and decision-making processes, providing stakeholders with a 

quantitative assessment of a company's performance in terms of asset management and 

profitability (Ehrhardt and Brigham, 2011; Ross et al., 2011). For the purpose of this 

study, the return on assets is adopted as the measure of performance. 

 

2.2 Theoretical Review 

The research is grounded on the foundational principles of the Agency Theory (AT), 

which provides valuable insights into the behavior of managers and the significance of 

corporate boards in mitigating agency costs and enhancing financial performance. 

According to the Agency Theory, when there is a parting off in terms of ownership and 

control in an organization, managers may prioritize their own self-interests rather than 

maximizing profits. This separation gives rise to agency costs, which involve conflicts of 

interest and potential opportunistic behavior on the part of managers (agents). In order to 

tackle these challenges, the corporate board assumes a crucial role in minimizing agency 

costs and enhancing the overall performance of the organization. 

 

The Agency Theory provides a basis for understanding the dynamics between principals 

and agents and the mechanisms through which corporate governance structures can align 

their interests. By emphasizing the role of the board in monitoring managerial behavior, 

providing incentives, and setting clear performance goals, the Agency Theory highlights 

the importance of effective corporate governance practices. Through its governance 
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functions, the board helps to reduce agency costs, ensure accountability, and promote 

transparency, ultimately leading to improved financial performance. By grounding the 

study in the Agency Theory, researchers aim to gain insights into how corporate boards 

can effectively address agency problems and contribute to the success of the 

organization. 

 

Scholars such as Dobbin and Jung (2011), Hillman and Dalziel (2003), Carter et al. 

(2003), and Jurkus et al. (2011) accentuate the significant role of the corporate board in 

mitigating agency costs and improving financial performance. They argue that an 

effective board can synchronize the interests of managers with those of shareholders, 

fostering transparency, accountability, and ethical behavior within organizations. 

Furthermore, a diverse board, incorporating different genders, ethnicities, and cultures, 

strengthens supervision of executives and nurtures a moral corporate ethos, contributing 

to the control of fraud and the reduction of agency costs. By grounding their research in 

these perspectives, scholars emphasize the importance of an active, diverse board in 

promoting organizational success and shareholder value. 

  

In the area of corporate governance, the agency theory (AT) has traditionally focused on 

tackling the issue of dissociating ownership from management. In this framework, 

shareholders play the role of principals, while company directors act as agents. AT 

elucidates the intricate relationship between principals and agents within the business 

sphere, with a particular emphasis on the control function of the board and its designated 

responsibilities. It underscores the significance of the board's autonomy, separate from 
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the intertwined positions of management and leadership (Hafsi and Turgut, 2013). This 

autonomy enables the board to effectively serve the best interests of shareholders and 

reinforce its capacity for vigilant oversight. 

 

In the context of agency theory, the board of directors assumes a crucial role in 

addressing potential conflicts between managers and shareholders. A fundamental aspect 

of agency theory is the strong emphasis placed on the independence of the board. This 

independence enables the board to operate autonomously and make decisions that align 

with the shareholders' interests. By promoting board independence, AT aims to enhance 

management monitoring, which in turn can lead to improved financial performance. 

Therefore, the underlying argument of this theory suggests that gender diversity within 

the board can enhance the monitoring process and eventually contribute to better 

financial outcomes. 

 

According to researchers such as Hillman et al. (2007), Kagzi and Guha (2018), and 

Wiley and Monllor-Tormos (2018), the implementation of enhanced board monitoring is 

contingent on a range of factors. These scholars argue that diversifying the perspectives 

represented on the board, promoting board independence, reducing the overrepresentation 

of male groups in the boardrooms, and improving the attendance behavior of board 

members are crucial elements to consider. By incorporating a variety of perspectives and 

experiences within the board, gender diversity, in particular, can significantly enhance the 

decision-making processes and contribute to the effectiveness of the board to promote 

performance.  
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There is substantial research that present evidence supporting the beneficial effects of 

female board members on the monitoring role of boards. One such study by Campbell 

and Minguez-Vera (2008) highlights that directors with diverse backgrounds, 

encompassing factors such as gender, culture, and ethnicity, possess the ability to pose 

distinctive questions that traditional directors might overlook. These unique perspectives 

foster a more comprehensive and robust monitoring function within the board, leading to 

improved decision-making processes and outcomes. 

  

This diversity of perspectives allows for a more comprehensive consideration of various 

factors and can improve the board's decision-making processes. Carter et al. (2010) go on 

to suggest that female board members play a crucial role in introducing a broader range 

of perspectives, consequently promoting greater performance. This increased diversity 

can help mitigate the dominance of male groups within boardrooms, ultimately fostering 

a more inclusive and equitable environment. By diversifying the composition of the 

board, organizations can benefit from a richer pool of ideas and experiences, leading to 

more balanced decision-making processes and improved governance.  

 

Bart and McQueen (2013) as well as Burgess and Tharenou (2002) studies suggest that 

female directors possess unique decision-making skills and are more proficient in 

fulfilling their fiduciary responsibilities to shareholders. These findings indicate that 

having women on boards can contribute to more effective corporate governance and 

financial performance. Furthermore, Adams and Ferreira (2009) reveal that women 

directors generally exhibit superior attendance records in comparison to their male 
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counterparts. This finding highlights the commitment and dedication of female board 

members in fulfilling their roles and responsibilities in the boardroom, thus contributing 

to the effectiveness of the board for an enhanced performance. Cumulatively, these 

investigations provide empirical substantiation supporting the concept that women 

directors bring invaluable attributes and viewpoints to the boardroom, thereby fostering a 

positive impact on decision-making, governance, and overall board effectiveness. Thus, 

in effect, gender-diversified boards work to reduce agency cost and promote the interest 

of shareholders, which translate into enhanced firm performance.  

 

2.3 Empirical Review 

The impact of gender diversity of corporate board on company performance is 

extensively studied, yielding diverse findings. A significant number of research on this 

subject report outcomes that indicate a favorable correlation between the two indicators, 

underscoring the advantages derived from diversified gender in the boardroom. However, 

other studies suggest a negative association, pointing to potential conflicts and challenges 

in decision-making processes. Additionally, certain studies have not establish any major 

link between the diverseness of the board and corporate performance. Overall, the 

connection existing between female gender inclusivity in boardroom and company 

performance remains complex, suggesting the need for further research to understand the 

underlying dynamics more comprehensively. In this section, the researcher provides a 

detailed overview the predominant outcomes of several key empirical studies that 

contribute to the understanding of this complex relationship. 
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Noamene et al. (2021) undertake a comprehensive investigation delving into the 

association between gender-diversified governing boards of corporate institutions and its 

bearing on the financial performance of these organizations. The researchers use data 

from 100 institutions listed on the UK’s FTSE using a panel dataset falling within the 

period from 2009 to 2018. To measure financial performance, the authors utilize well-

established accounting metrics such as return on assets (ROA), return on equity (ROE), 

and Tobin's Q, which is an indicator of market performance. The researchers employ the 

general method of moment (GMM) longitudinal panel data analysis to examine the 

relationships between gender diversity and financial performance. The study's findings 

indicate a positive correlation between the proportion of female directors and all the 

financial performance measures, suggesting that gender diversity on corporate boards has 

a positive impact on financial outcomes. Moreover, the results suggest that the positive 

effects of female directorship are driven by their contribution to enhancing the advisory 

and monitoring functions of the board. 

 

Mastella et al. (2021) conduct a study examining the impact of board gender diversity on 

the performance of Brazilian firms. This research focuses on a sample of 150 publicly 

traded companies in Brazil, covering the period from 2010 to 2018. The researchers use 

data on firm performance, firm risk, and the presence of women on the board from the 

Brazilian Financial Exchange. To measure firm performance, three financial indicators 

are used as dependent variables: return on assets (ROA), return on equity (ROE), and 

Tobin's Q, which measures market performance. The presence of women on the board is 

assessed using two metrics: the absolute number of women on boards and the absolute 
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number of women in directorships. The researchers employ various statistical techniques 

such as ordinary least squares, quantile regression, and panel data regressions to analyze 

the data. The findings of the study reveal a positive effect of women on the board on both 

accounting and market performance measures. However, the influence on firm risk is 

found to be insignificant. The study also provides insight into the specific impact of the 

number of females on the board on different performance measures. It indicates that the 

number of women on the board has a more pronounced effect on firm performance 

measured by ROE, while its effect on performance measured by Tobin's Q is less 

significant. As for ROA, a significant impact is established. 

 

In Nigeria, Sani et al. (2019) conduct a study to investigate the impact of board gender 

diversity on the financial performance of listed companies. The researchers analyze 400 

firm-year observations spanning the period from 2012 to 2016. Data on financial 

performance, tangibility, and leverage are collected from the Thomson Reuters data 

stream, while information on board gender and auditor type are gathered from annual 

reports of the companies. The study utilizes return on assets (ROA) as a measure of firm 

performance and defines board gender diversity as the number of female directors serving 

on the board. To analyze the data, the researchers employ panel corrected standard error 

estimation to account for potential biases. The study's findings reveal that gender 

diversity, as indicated by the presence of female directors, significantly influence the 

financial performance of companies listed on the Nigerian Stock Exchange. The results 

support the argument that gender diversity has a positive and statistically significant 

relationship with a company's financial outcomes. 
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Kagzi and Guha (2018) perform a study in India to explore the relationship between 

board demographic diversity and performance in knowledge-intensive firms (KIFs). The 

sample data are collected from 126 high-technology manufacturing service companies 

listed in the top-200 National Stock Exchange (NSE) firms in India during the period 

from 2010 to 2014. Demographic variables are obtained from the NSE's database, while 

accounting variables are collected from the Centre for Monitoring Indian Economy 

Prowess database. Tobin's Q, a market performance indicator, is used as the measure of 

firm performance. The study considers various attributes of diversity, including board 

gender, age, education, and tenure, as independent variables. To test the hypotheses, the 

researchers employ a longitudinal panel data model and regression analysis. The findings 

of the study reveal that the overall effect of diversity, when considering multiple 

demographic dimensions, have a positive linear relationship with firm performance. 

However, the specific factor of board gender diversity does not exert a significant 

influence on firm performance. 

 

In Colombia, Moreno-Gómez et al. (2018) pursue a study to examine the influence of 

gender diversity in the boardroom and top management on the business performance of 

54 Colombian public companies. The study utilizes data from the period of 2008 to 2015, 

and collect accounting and organizational information from the annual financial 

statements available at the Colombian Superintendence of the Stock Market. To assess 

gender diversity, the researchers gather data on the composition of both the board of 

directors and top management teams from the annual reports of the firms. The study 

employ return on assets (ROA) and return on equity (ROE) as performance measures. 



 

31 

 

Panel regression techniques are employed to analyze the data and test the hypotheses. 

The study's results discover a positive influence of gender diversity in both top 

management and boardrooms on firm performance. In other words, the presence of 

gender diversity at these levels are associated with improved performance outcomes for 

the firms. This suggests that including women in decision-making positions can enhance 

business performance. 

 

Conyon and He (2017) conduct a comprehensive study to examine the relationship 

between firm performance and boardroom gender diversity in the United States. The 

study utilizes annual data from over 3,000 US firms spanning the period from 2007 to 

2014. To gather corporate governance information, GMI-rating data are used whereas 

performance measure are taken to the COMPUSTAT data. To analyze the data, the 

researchers employ quantile regression methods. In this study, the return on assets (ROA) 

and Tobin's Q are utilized as dependent variables, representing distinct dimensions of 

firm performance. To assess gender diversity, the study uses the proportion of women on 

the boards as the independent variable. The study's results demonstrate a positive 

correlation between gender diversity in the boardroom and firm performance. In essence, 

companies with high levels of gender diversity are inclined to exhibit superior 

performance. 

 

Shehata et al. (2017) pursue a research to investigate the correlation between board 

diversity and firm performance. Their study employ a substantial sample of 34,798 small 

and medium-sized enterprises (SMEs) in the United Kingdom. The research focuses on 
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the period spanning from 2005 to 2013. The proportion of females on the board is 

adopted to represent gender diversity, which the independent variable. Return on assets 

(ROA) is adopted as a metric for evaluating firm performance. The study's findings show 

a significant inverse correlation between gender diversity and firm performance. This 

suggests that increased levels of gender diversity on the board are linked to lower firm 

performance, particularly within the context of small and medium-sized enterprises 

(SMEs). 

 

Arena et al. (2015) undertake a study aimed at examining the influence of gender 

diversity on the performance of construction firms in Europe. The study use data from 

211 publicly listed companies in the European Union, representing 19 diverse countries. 

To test their hypotheses, the researchers employ least square regression analysis. Within 

this study, the researchers utilize the ratio of female directors on the board as a metric for 

measuring gender diversity, while return on assets (ROA) is adopted as a performance 

indicator for firms. The study's findings indicate that the presence of female directors on 

the board does not exhibit a substantial influence on firm performance. 

 

2.4 Conceptual Framework 

The conceptual framework for the study is developed as in Figure 2.1. From the research 

objectives and the review of relevant literature, the conceptual framework for the study 

tries to look at how the independent variable (board gender diversity) is related to the 

dependent variables (performance -ROA and risk –NPL). From review of relevant extant 

literature, it is found that board gender diversity has both positive and negative influence 
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on performance and risk. Hence, it is expected that board gender diversity exert influence 

on both performance and risk.  

 

 

 

 

 

 

 

Figure 2. 1: Conceptual framework 

 

Source: Author (2022) 

 

 

  

Independent variable 

Board gender diversity  

Control variables 

Bank size, board independence, 

leverage, GDP, Inflation 

 

Dependent variables 

• Performance (return on assets)  

• Risk (i.e. Credit risk = Non-

performing loans ratio) 
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CHAPTER THREE 

METHODOLOGY 

 

3.0 Introduction 

This chapter is divided into six sections. The first section presents the research design, 

followed by the population of the study. Subsequent to these, the sampling technique and 

sample size, data and data sources, data analysis, model specification, and description and 

measurement of variables follow accordingly.   

 

3.1 Research Design 

This study is grounded on the positivism research philosophy. This philosophy is 

employed since it allows for examining the explanation the relationship between different 

constructs using quantitative information. Positivism is a paradigm that relies on 

measurement and reason that knowledge is revealed from a neutral and measurable 

(quantifiable) observation of activity, action or reaction. Positivism states that if 

something is not measurable in this way it cannot be known. Flowing from the adoption 

of the positivism philosophy, the study utilizes the quantitative approach and employs the 

explanatory study method along with a desk-study strategy. The quantitative approach is 

chosen due to the nature of the research, which necessitates the use of quantitative data 

and techniques. This approach enables the investigation of relationships between various 

constructs or variables. In addition, the explanatory study method is employed to provide 

explanations and insights into these relationships. Furthermore, the desk-study strategy is 

adopted as the researcher relies on existing secondary information. This strategy allows 



 

35 

 

for the utilization of publicly available data that can be obtained through the internet. By 

employing these approaches, the study aims to comprehensively investigate the research 

problem. 

 

3.2 Population 

The scope of this study includes all commercial banks that are operational in Ghana in 

the financial year 2021. According to data obtain from the Bank of Ghana, there are 23 

licensed commercial banks operating in the country in the said financial year. Therefore, 

these 23 banks form the population from which the study draws its sample.   

  

3.3 Sampling Technique and Sample 

The study employs the convenience sampling technique to select a subset of banks to 

participate in the study. Out of the 23 licensed commercial banks that form the 

population, fourteen (14) banks are chosen for inclusion in the study. The convenience 

sampling method is utilized to ensure that banks with available data for the relevant 

period that are easily accessible are sampled for the study. Besides, the chosen sample 

technique allows for practicality and convenience in gathering the necessary information 

for the research. 

 

3.3 Data and Data Sources 

The study relies on secondary sources of data, specifically panel data, to fulfill the 

research objectives. Panel data is chosen as it is considered suitable for addressing the 

research objectives effectively. The data are collected at a yearly frequency and cover a 
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period of seven years, ranging from 2015 to 2021. The choice of a seven-year duration is 

to guarantee a sufficient quantity of observations intended for the research. Apart from 

the macroeconomic variables (which are utilized as control variables) that are sourced 

from the World Bank Development Indicators Database, all the variables are sourced 

from the annual reports of the banks. 

   

3.4 Data Analysis  

After collecting the data, they are organized in excel software and are carefully examined 

to identify and remove any inaccurate entries. The accuracy of the data is crucial for the 

reliability of the study's findings. Subsequently, the data are subjected to analysis. First, 

the descriptive analysis is conducted to identify the properties of the data and to identify 

outliers or unusual patterns in the dataset. This step ensures that the data is apt for further 

investigation. Additionally, correlation analysis is performed, after which some 

diagnostic tests are performed to conclude on the suitability of the dataset for further 

analysis. After completing these preliminary checks, the data are analyzed using panel 

regression analysis with the Stata software.  

 

3.5 Model Specification  

Taking cue from prior similar empirical studies (Oremus, 2020; Adusei, Akomea, and 

Poku, 2017), the econometric models employed in this study are presented as follows:     

ROAit = α + β1BGDit + β2SIZEit + β3BIPit + β4LEVit + β5INFit + β6GDPit + εit   …. (1) 

CRit = α + β1BGDit + β2SIZEit + β3BIPit + β4LEVit + β5INFit + β6GDPit + εit   …… (2) 

Where:  
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α = the constant term/intercept 

β1-B6 = the gradient of the independent variables/regression coefficients 

εit = Error term 

Subscript i and t = bank i in time t 

ROA = Return on asset for a bank at end of a financial year 

CR= Credit risk of a bank at end of a financial year 

BGD = Board gender diversity for a bank at end of a financial year              

SIZE = Board size for a bank at end of a financial year 

BIP = Board independence for a bank at end of financial year.             

LEV = Leverage of a bank at end of financial year.  

INF = Inflation rate at end of a financial year  

GDP = GDP growth rate at end of a financial year  

 

3.6 Description and Measurement of Variables 

The variables for the study are described and measured as presented in Table 1.   

Table 1: Variables Description and Measurement 

VARIABLE NAME OPERATIONAL MEASUREMENT SYMBOL 

Dependent Variables   

Performance   Return on asset = PAT/Total Assets ROA 

 

Risk (Credit risk)  Non-performing loans ratio  = NPL/Total loans  CR 

Independent variable   

Board Diversity The percentage of women on the board  BGD 

Control Variables   

Bank size  Log of Total Assets  FS 
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Board Independence The percentage of Non-Executive Directors on the 

board at end of a financial year  

 BIP 

Leverage Total debt/total assets LEV 

Inflation rate Annual consumer price inflation rate  INF 

GDP rate Annual GDP growth rate GDP 
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CHAPTER FOUR 

RESULT AND DISCUSSION 

 

4.0 Introduction  

The chapter centers on the result and discussions. It commences with an overview of 

descriptive statistics, followed by the correlation analysis. It then follows with the 

diagnostic tests in the next section. Subsequent to the diagnostic tests is the regression 

results on the variables. The chapter ends with the discussion of finds.  

 

4.1 Descriptive Statistics 

Table 2 shows the results of the descriptive statistics on all the variables for the study. As 

the table reveals, the mean ROA is .031, Std. Dev is .023; the minimum and maximum 

values spread from -.037 to 0.162. The mean ROA gives indication that the banks make a 

return of 3.1% on the total assets invested over the period. In other words, the banks 

make a return of 3.1 pesewas on every GH¢1.00 of asset invested over the period. The 

mean CR is .143, Std. Dev is .030, and the minimum and maximum values spread from 

.068 to .200. The mean CR gives indication that the banks report 14.3% of their loan 

assets as non-performing loans. Per the results in Table 2, the mean BGD is .213, Std. 

Dev. is .106, and the minimum and maximum values spread from .000 to .455. The mean 

BGD gives indication that the banks averagely have 21.3% female representation on their 

board of directors.  
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Table 2: Descriptive Statistics  

 Variables  Obs  Mean  Std. Dev.  Min  Max 

 ROA 98 .031 .023 -.037 .162 

 CR 98 .143 .030 .068 .200 

 BGD 98 .213 .106 .000 .455 

 SIZE 98 21.601 1.799 10.969 23.628 

 BIP 98 .674 .122 .000 .889 

 LEV 98 5.64 2.020 .010 13.484 

 INF 98 10.978 3.719 5.833 17.455 

 GDP 98 7.450 3.716 2.178 14.047 

Note: ROA is return on assets; CR is credit risk; BGD board gender diversity; SIZE is bank 

size; BIP is board independence; LEV is leverage; INF is inflation rate; GDP is rate of gross 

domestic product. 

 

Source: Research data (2023) 
 

4.2 Correlation and VIF Results  

Table 3 presents the results of the correlation analysis performed on the dataset of the 

variables. This is done to determine the appropriateness in the use of the variables based 

on the correlation between the pairs of the predictor variables. Per the results in Table 3, 

the pair of variables with the highest correlation is GDP and inflation (r = .438). The 

results indicate that the pairs of the predictor variables are not highly correlated beyond 

0.50. This means that there is limited or no multicollinearity among the pairs of predictor 

variables. 

 

As a further check to determine the existence of multicollinearity in the variables, the 

VIF test is performed and inflation is reports the highest VIF value of 1.85. The VIF 

results lend credence to the correlation results that there is no multicollinearity among the 

variables. Thus, making all the variables ideal for further estimation.   
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Table 3: Matrix of correlations  

  

Variables 

  (1)   (2)   (3)   (4)   (5)   (6)   (7)   (8) 

 (1) ROA 1.000 

 (2) CR -0.075 1.000 

 (3) BGD -0.040 0.082 1.000 

 (4) SIZE 0.040 0.101 -0.090 1.000 

 (5) BIP -0.153 -0.020 0.089 0.057 1.000 

 (6) LEV 0.035 -0.147 0.093 0.336 0.025 1.000 

 (7) INF -0.253 0.069 -0.221 0.196 0.077 0.043 1.000 

 (8) GDP 0.367 0.075 0.056 -0.139 -0.003 0.004 -0.438 1.000 

Note: ROA is return on assets; CR is credit risk; BGD board gender diversity; SIZE is bank size; 

BIP is board independence; LEV is leverage; INF is inflation rate; GDP is rate of gross domestic 

product. 

 

Source: Author (2023) 

 

4.3 Diagnostic Test 

4.3.1 Heteroscedasticity Test  

The Breusch-Pagan Test is used for the Heteroscedasticity Test. The test results are 

presented in Table 4. This test produces a Chi-Square test statistic and a corresponding p-

value. If the probability of the Chi-Square test statistic of the test is significant (i.e. p-

value < 0.05), that implies there is a presence of heteroscedasticity, else otherwise. As 

found in Table 4, the p-values are not significant at the 0.05 level, suggesting that 

Heteroscedasticity is not a problem in the dataset for the study.  

Table 4: Results of Breusch-Pagan test for Heteroscedasticity 

 ROA CR 

chi2 (1)   3.640 1.880 

Prob > chi2 0.159 0.170 
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  Source: Author (2023) 

 

4.3.2 Hausman Test  

The Hausman test gives an indication of the ideal estimation between the fixed effect and 

random effect models. Table 5 displays the results of the Hausman test. As a rule, if the 

p-value is significant (i.e. p < .05) the fixed effect model becomes the most ideal model 

and the random effect model is dismissed. On the other hand, if the p-value is 

insignificant (i.e. p > .05) the random effect model becomes the most ideal and the fixed 

effect model is dismissed. As shown in Table 5, the p-values for both models (with ROA 

and CR as dependent variables) are not significant (i.e. p > .05). Since the p-values turns 

out to be insignificant, both models satisfy the condition of the random effect model. 

Therefore, the study adopts the random effect model to estimate both models.    

 

Table 5: Results of Hausman test 

     ROA CR 

 Chi-square test value 3.800 0.410 

 P-value .704 .899 

 Source: Author (2023) 

 

4.4 Regression Results 

4.4.1 Board Gender Diversity and Performance 

Table 6 shows the results of the first model. This model seeks to address the first 

objective by testing the relationship between board gender diversity (BGD) and 

performance (ROA). From Table 6, the model indices show the F-statistics is 23.471 and 
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the p-value of the F-statistics is .001. This indicates that the model is significant. Thus, it 

confirms the goodness-of-fit of the model. In the table, the model indices show the 

coefficient of determination (R-squared) that provides an indication of the proportion of 

variation in the response variable that is explained by the explanatory variables is .271. 

This means that 27.1% of the changes in the dependent variable is as a result of the 

collective influence of the explanatory variables.    

 

Table 6: Regression estimation results: ROA as dependent variable 

  Coef.  St.Err.  t-value  p-value  Sig 

BGD .073 .024 3.046 .013 **  

SIZE .001 .001 .720 .720  

BIP -.017 .018 -.970 -.970  

LEV .001 .001 .560 .560  

INF 0 .001 .090 .090  

GDP .003 .001 3.630 3.630 *** 

Constant -.001 .031 -.040 -.040  

Number of obs.   98     

R-squared  .271     

F-stat   23.471     

P-value   .001     
*** p<.01, ** p<.05, * p<.1  

Note: BGD board gender diversity; SIZE is bank size; BIP is board independence; LEV 

is leverage; INF is inflation rate; GDP is rate of gross domestic product. 

  

Source: Author (2023) 

 

The results in Table 6 provide that BGD is directly or positively related to ROA, 

presenting a coefficient value of .073. This suggests that changing BGD by a unit will 

lead to a positive change of .073 units in ROA. It is worthy of note that the positive 

relationship is established between the two variables is not conclusive but dependent on 

the p-value since that gives the indication of significance or otherwise. The outcome of 

the p-value in the table shows that the relationship is statistically significant since the p-
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value is .013, which is significant at the .05 level of significance. This indicates that BGD 

has a positive and significant on the performance of banks in Ghana.        

 

4.4.2 Board Gender Diversity and Credit Risk  

Table 7 shows the results of the second model. This model seeks to address the second 

objective by testing the relationship between board gender diversity (BGD) and credit 

risk (CR). From Table 7, the F-statistics is 27.078 and its corresponding p-value is .000. 

This means that the model is significant. Therefore, it confirms the goodness-of-fit of the 

model. In the table, the model indices show the R-squared, which shows the proportion of 

variation in the response variable that is explained by the explanatory variables is .203. 

This means that 20.3% of the changes in the dependent variable is as a result of the 

collective influence of the explanatory variables.     

 

Table 7: Regression estimation results: credit risk (CR) as dependent variable 

  Coef.  St.Err.  t-value  p-value  Sig 

BGD -.097 .062 -1.564 .068 * 

SIZE .005 .001 4.030 .000 *** 

BIP -.013 .014 -.940 .345  

LEV -.002 .001 -2.020 .044 ** 

INF .002 .001 2.690 .007 *** 

GDP .001 .001 2.060 .039 ** 

Constant .038 .027 1.410 .158  

Number of obs.   80     

R-squared  .203     

F-stat   27.078     

P-value   .000     
*** p<.01, ** p<.05, * p<.1  

Note: BGD board gender diversity; SIZE is bank size; BIP is board independence; LEV 

is leverage; INF is inflation rate; GDP is rate of gross domestic product. 

  

Source: Author (2023) 



 

45 

 

The results in Table 7 reveal that BGD has a negative or inverse relationship with CR, 

having a coefficient value of -.009. This suggests that a unit change in BGD will lead to a 

change in CR by -.097 units. Although a negative relationship is established, its relevance 

is dependent on the p-value since that gives an indication of significance or otherwise. 

Per the results, the p-value is .068. The p-value shows that the relationship established 

between the two variables is statistically significant at the .10 level of significance. 

Hence, BGD has positive and significant effect on the credit risk of banks in Ghana.      

    

4.5 Discussion of Results  

4.5.1 Board Gender Diversity and Performance 

Regarding the first objective, which is an examination of the impact of board gender 

diversity on the performance of banks in Ghana, it emerges that a statistically significant 

positive relationship exit between board gender diversity and performance. This means 

that board gender diversity exert a strong influence on the performance of banks. Indeed 

this result indicates that bringing females on the boards helps to yield positive outcomes 

by improving performance which translate into enhancing shareholder value. This result 

buttresses the global argument for gender parity, which campaigns for inclusion of 

women in the boardroom of corporate entities. It is important to emphasize that this result 

is consistent with the assertion by Jackson (2009) that the inclusion of women on the 

board leads to enhanced financial performance.    

 

Comparing this result with the findings of other studies, it is revealed that this result 

support the findings of the studies of Noamene et al. (2021) and Shehata (2017) in the 
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United Kingdom. These authors report a significant and positive association between 

female representation in the boardroom and firm performance. Similarly, the result 

confirms the outcome of a study in Brazil by Mastella et al. (2021) that finds the link 

between gender diversity of boards to be have a greater positive impact on the 

performance on firms. Again, this result is in tandem with the findings the studies by Sani 

et al. (2019), Kagzi and Guha (2018), and Conyon and He which are pursued in the 

Nigeria, India, and US respectively, where the authors report that board gender diversity 

positively affect the performance of firms. 

    

Contrastingly, other studies have reveal divergent outcomes from the current result. Some 

of these studies are Hammad et al. (2012), Boulouta (2013), Rodriguez-Dominguez et al. 

(2012). These strand of studies report that board gender diversity have significant inverse 

association on the performance of firms which contract the current result. Further, other 

strand of studies find that there is no relationship between board gender diversity and 

performance of firms, which contradicts the result of this study. One of such studies is 

Webber and Donahue (2001).  

 

4.5.2 Board Gender Diversity and Credit Risk  

With respect to the second objective, which is an examination of the impact of board 

gender diversity on the credit risk of banks in Ghana, it appears that a statistically 

significant negative relationship exit between board gender diversity and credit risk. This 

means that board gender diversity has a major influence on the credit risk of banks. In 

other words, the result suggests that increasing gender diversity of the board lead to a 
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decline in the credit risk of the banks and vice versa. The result lend credence to the 

assertion that having more women in the boardroom help to minimize the risk exposure 

of firms since females are mostly risk averse and tend to exercise great level of caution in 

most risky decision. 

  

This result is consistent with some prior empirical studies. One of such studies is the 

research by Moussa (2019) in Tanzania that reveals that female presence on the board 

helps to enhance the asset quality of banks by reducing credit risk. Additionally, the 

result of the study agrees with Gupta and Sharma (2023) which report that a gender-

diversified board significantly influence credit risk in banks by reducing the extent of 

credit risk exposure of banks.  

 

In sharp contrast, the current result vary with the outcomes of other strand of studies. 

These studies report gender diversity of the board has no influence on the credit risk of 

banks. One of these studies is the study by Ogada (2022) in Kenya that reveals a female 

presence on the board has no influence on credit risk of banks. Moreover, Fiador and 

Sarpong-Kumankoma (2020) report no significant relationship between gender diversity 

of the board and credit risk.  
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CHAPTER FIVE 

SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATIONS 

 

 5.0 Introduction 

In this final chapter, the study presents a comprehensive summary of the findings, draws 

meaningful conclusions, and offers relevant recommendations based on the research 

outcomes. The chapter is structured as follows: Section one is the summary of findings, 

section two is the conclusion, and section three is recommendations.  

  

5.1. Summary of Findings  

Regarding the first objective, which is an examination of the impact of board gender 

diversity on the performance of banks in Ghana, it emerges that a statistically significant 

positive relationship exit between board gender diversity and performance. This means 

that board gender diversity exert a strong influence on the performance of banks. Hence, 

banks that exhibit the highest levels of gender diversity on their boards have a higher 

likelihood of improving performance. 

 

With respect to the second objective, which is an examination of the impact of board 

gender diversity on the credit risk of banks in Ghana, it appears that a statistically 

significant negative relationship exit between board gender diversity and credit risk. The 

result suggests that increasing gender diversity of the board lead to a decline in the credit 

risk of the banks and vice. Thus indicating that banks that have gender-diversified boards 
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have higher possibility of improving their credit risk management to reduce credit risk 

exposure.  

 

5.2 Conclusion 

The study investigates how board gender diversity affect bank performance and risk in 

Ghana. The study adopts the quantitative approach to investigate the research objectives. 

The study employs the convenience sampling technique to select 14 banks from a 

population of 23 banks. Secondary data, which are annual panel data spanning the seven-

year period from 2015 to 2021 are used. The panel regression analysis is employed to 

analyze the data. The study uses Stata statistical software for data analysis. The study 

discovers that a statistically significant positive relationship exit between board gender 

diversity and the performance of banks. Additionally, the study reveals that the 

relationship between gender diversity of the board and credit risk is statistically 

significant and negative. The study therefore concludes that gender diversity of the board 

is a major determinant of performance and credit risk of banks in Ghana. Thus, 

suggesting the gender diversity can result in different viewpoints, which help to improve 

decision-making and risk management for an enhanced shareholders’ value.  

 

5.3 Recommendations 

The study finds that a gender-diversified board exert significant influence on the 

performance of banks in Ghana. Sequel from this finding, the study recommends an 

enhancement of gender inclusivity on the boards of banks in Ghana. To enhance the 

presence of women on bank boards, the study suggests policy direction towards 
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establishing distinct, measurable, attainable, relevant, and time-bound targets for gender 

diversity on boards, thereby setting clear diversity objectives. 

 

The study discovers that there is significant and negative relationship between board 

gender diversity and credit risk, suggesting an increase in gender diversity on boards 

reduce credit risk since it enhances credit risk management. In view of this, the study 

recommends that there should be a culture to foster diversity and inclusion. In addition to 

increasing gender diversity on boards, it is important to foster a culture of diversity and 

inclusion throughout the organization. This can include training programs, mentorship 

opportunities, and policies that support work-life balance and diversity in hiring and 

promotion. 

 

On the basis of the findings, the study further recommends that shareholders engage well 

in a review of bank board compositions by conducting a thorough review and assessment 

of the current board composition. This will enable them to identify the existing and 

potential barriers to females’ participation on boards. Once these barriers are identified, 

they can address them to pave way for more female inclusion to enhance their interest of 

promoting performance and reducing credit risk.  

 

The study also makes a suggestion for further research that future studies can 

comparatively explore how gender diversity affect the performance and risk of 

indigenous and foreign banks in Ghana.  
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