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ABSTRACT 
With an emphasis on important factors such as board independence, diversity, ownership concentration, and audit quality, 
this study investigates how corporate governance practices affect business success in emerging markets. The descriptive 
statistics revealed that the average board independence in the sample firms was 54.7%, while ownership concentration 
averaged 42.3%, suggesting a moderate degree of shareholder control. Correlation analysis demonstrated a positive 
relationship between board independence and Tobin’s Q (r = 0.42, p < 0.01), and between audit quality and ROA (r = 
0.35, p < 0.05). Regression analysis further confirmed that audit quality significantly improved ROA (β = 1.15, p < 0.01) 
and that board independence and diversity were key contributors to Tobin’s Q (β = 0.28 and 0.16, respectively). The 
ownership concentration negatively impacted profitability (β = -0.08, p < 0.05). These findings emphasize the importance 
of balanced governance structures in enhancing both financial performance and market valuation. The study offers useful 
advice for emerging market companies and regulators on how to manage ownership arrangements, improve audit quality, 
and create independent and diverse boards to support long-term performance. 
 
Keywords: Corporate governance, Board independence, Ownership concentration, Audit quality, Return on assets, 
Tobin’s Q, Emerging markets, Firm performance. 
 

 
INTRODUCTION  
Corporation governance acts as an essential system that facilitates checks and balances, as well as corporate honesty and 
business integrity that influence business performance. It marginalizes the principles, norms, and processes that govern 
business choices as well as the methods used to coordinate the interests of stakeholders, shareholders, and managers. 
Effective corporate governance practices lower agency risks, attract investment and boost the company's reputation. 
Because developing markets face unique institutional environments and regulatory challenges, there is a dearth of study 
on emerging market issues despite the wealth of literature on corporate governance and business performance in 
developed nations (1,2).  



Dr. Ngathem Pungfa, Mr. Gopal Saha, Dr. A. Jagdish Mohan Rao, Dr Biju Joseph, Advocate Varun Goel, 
Harsimran Kaur Batth, Dr. Manoj Kumar  

 

Library Progress International| Vol.44 No.4 | Jul-Dec 2024 603 

One of the most important frameworks for studying corporate governance is the agency theory, which holds that the 
conflict arises from the conflicting interests of the company's owners, who are the principals, and the managers, who act 
as their agents and are loyal to the principals. Managers who are agents may work selfishly and fail to work hard for the 
shareholders hence the performance decline. These conflicts are managed by governance mechanisms including 
independent boards, manager incentives as well as efficient audit systems (3). In emerging markets, corporate governance 
has new features because of market flapping, weak enforcement, and concentrated ownership (4). Stakeholder theory, 
which contends that the company has obligations to several stakeholders in addition to shareholders, is another pertinent 
theoretical paradigm. Good governance helps create shareholder value by maintaining stakeholder relationships, 
maintaining organizational stability, and building a firm’s competitive advantage over the long term (5,6). The authors 
recognize that governance practices in emerging markets may deviate from those prevailing in developed ones due to 
various socio-economic, political, and cultural factors and therefore emphasize the need for a more refined analysis of 
how these factors affect performance.  
In the Institutional environment, other aspects that are associated with emerging markets include – Institutional voids, 
political interference, and underdeveloped financial markets. They explain how those factors affect the implementation 
and success of governance practices. The high concentration of ownership is prevalent in developing nations like India, 
Brazil, and Malaysia a source of agency problems that may hamper firm performance (7). Also, weak enforcement of the 
regulations in many emerging economies reduces the effectiveness of governance structures, firms can provide well-
regarded corporate governance codes on paper, but not in reality (8). However, firms in emerging markets that have strong 
and sound governance standards deliver better financial performances.  
Research has found that firms that have independent boards, and firms that provide adequate disclosure to the investing 
public are associated with higher levels of profitability and market value (9). For example, studies carried out on firms 
operating in South Africa revealed that sound governance structures helped companies to survive through difficult periods 
and post good earnings during volatile conditions (11). Likewise, firms in Southeast Asia, specifically Malaysia and 
Indonesia, have seen an improvement in governance that has brought better investor esteem and viability of operations 
(12). Audit quality and board independence for instance have been identified to strongly increase firm value in some 
markets. . Research conducted in Brazil and India, for example, shows that companies with strong governance structures 
outperform those with poor structures in terms of return on equity (ROE) and return on assets (ROA) (13).  
Some other research shows that governance reforms in areas experiencing weak regulation, or political influence fail to 
enhance performance (14,15). Emerging markets have been encouraged to embrace global norms through the G20/OECD 
corporate governance guidelines. Measures towards increasing the board of director's independence, creating an audit 
committee, and mandatory disclosures have enhanced the standards of governance in many emerging economies (16). 
Also, there has been a growth of institutional investors in these markets which has led to more pressure for better 
governance that aligns firm strategies with shareholders’ objectives and market demands.  
Several studies have noted that the efficiency of the corporate governance mechanisms also differs from one industry to 
the other. For example, most financial organizations need to have enhanced governance standards because of the risks 
they are prone to. For firms in the technology sector, innovation and operational flexibility could be more important, and 
thus the governance policies would have to be adaptable to achieve growth (17). Research indicates that firms adjust their 
governance mechanisms in response to industry demands while managing risk and mediating strategy. 
This study looks at the relationship between corporate governance and firm performance in emerging economies, as well 
as how ownership structure, audit integrity, and board independence are implemented. It underlines the issues of adopting 
governance frameworks depending on the differences in the regulatory environment and institutions. The insights 
presented in the work can be helpful for policymakers, investors, and firms in redesigning the governance structures to 
enhance future sustainability and performance. Good governance provides the right leadership in the acquisition of capital 
and the right management of risk hence enhancing the economic growth of every company.  
 
MATERIAL AND METHODS  
Research Design 
The association between corporate governance practices and firm performance was examined in this study using a 
quantitative research methodology. Data for the research was cross-sectional and gathered from firms that operate in 
various emerging markets and are listed publicly. This design was appropriate since it enabled the comparison of 
governance structures and financial performance at a given period.  
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Sample Selection 
The analysis was aimed at the firms that are listed on the stock exchanges in the selected emerging economy countries: 
India, Brazil, South Africa, and Indonesia due to their economic importance and different governance systems. To achieve 
that, a stratified sampling method was used to capture several fields like manufacturing, finance, and technology. The 
final sample comprised 200 firms that met specific criteria including the firm’s operation for more than five years, the 
firm’s inclusion of governance-related disclosures in the annual reports, and the firm’s minimum market capitalization of 
USD 50 million.  
 
Data Collection 
Secondary data used were collected from various sources including the annual reports, stock exchange returns, and 
corporate governance ratings. These sources of data offered information on the governance structures, board of directors, 
ownership, and audit committees. The information in this study was obtained from the Bloomberg and Thomson Reuters 
databases to maintain standardization and validity of the data. 
 
Governance Variables 
The governance variable used in this study was the board of director’s independence, which referred to the proportion of 
independent directors including ownership structure. This referred to ownership by the five largest shareholders that are 
audit quality, which depended on the involvement of big four auditors and the board of directors diversity that referred to 
proportional representation of women directors.  
 
Performance Variables 
Two important metrics were used in this study to assess firm performance: the profitability ratio, such as the return on 
assets (ROA). This calculates the profitability of all assets and market performance indicators like Tobin's Q, which 
contrasts the firm's market value with the total cost of replacing its assets. These indicators supply full information on the 
condition and effectiveness of the functioning of a firm, as well as its market value. 
 
Statistical Analysis 
Statistical applications like SPSS and STATA were used to evaluate quantitative data. For the sample firms, basic 
statistical measures were computed on the corporate governance and legal factors. Multiple regression analysis was 
utilized to analyze the results and determine the relationship between governance procedures and firm performance. 

 
Where: 
Y = Firm Performance  
X1= Board Independence 
X2= Ownership Concentration 
X3 = Audit Quality 
X4 = Board Diversity 
β0 = Constant 
ϵ = Error Term 
 
Control Variables 
To make the regression analysis more reliable, several control variables were included in the model. Total assets were 
logarithmized to measure firm size, which allowed for an examination of scale effects. Leverage, as determined by the 
ratio of total debt to total assets, was the first independent variable that was used to quantify the firm's level of financial 
risk. The industry type, a categorical variable that reflected the sector's effect on performance, was the second set of 
independent variables. These controls made the analysis provide a more complete understanding of the relationships under 
investigation. 
 
Validity and Reliability 
The study used governance measures that align with the G20/OECD Principles of Corporate Governance to increase the 
study's validity. The accuracy of financial performance data was further ascertained by using several databases. 
Furthermore, the regression model was run for a small sample of firms and the results were compared to ascertain whether 
there were discrepancies. 
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Ethical Considerations 
There were no immediate ethical concerns because the data was gathered solely from secondary sources in the public 
domain. Yet, the study conformed to academic standards of ethical practice by declaring all sources of data and avoiding 
data fudges. 
 
RESULTS 
Descriptive Statistics 
The sample firm’s demographic profile, governance type, and financial performance in emerging markets were shown in 
Table 1. The mean board independence was 54.7% which shows that the number of firms in the sample had more than 
half of their board of directors as independent directors. Identification of ownership concentration revealed that it has an 
average of 42.3% which indicated a moderate level of shareholder control. Also, firms provided an average ROA of 8.9% 
and the average Tobin’s Q was at 1.72, which indicates relatively good financial performance. 
 
Table 1: Descriptive Statistics of Governance Structures and Financial Performance in Emerging Markets 

Variable Mean Standard Deviation Minimum Maximum 

Board Independence (%) 54.7 12.5 25.0 85.0 
Ownership Concentration (%) 42.3 15.2 10.0 70.0 
ROA (%) 8.9 5.3 -2.5 22.4 
Tobin’s Q 1.72 0.65 0.85 3.50 
Board Diversity (%) 18.6 7.1 5.0 30.0 
Audit Quality (Big 4 = 1) 0.65 0.48 0.0 1.0 

 
Correlation Analysis 
Significant positive correlations were found by Pearson correlation analysis between audit quality and ROA (r = 0.35, p 
< 0.05) and between board independence and Tobin's Q (r = 0.42, p < 0.01). Ownership concentration and ROA showed 
a weak negative link (r = -0.18, p < 0.05), but board diversity showed a positive correlation with Tobin's Q (r = 0.31, p < 
0.05). The correlation coefficients between the performance and important governance indicators were shown in Figure 
1. Similarly, results showed a very favorable correlation between audit quality and ROA and between board independence 
and Tobin's Q. The regression coefficient between ownership concentration and ROA was weak negative, which 
suggested that higher ownership concentration is probable to adversely affect profitability. 
 

 
Figure 1: Governance Variables and Firm Performance Correlation Matrix 
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Regression Analysis 
A deeper comprehension of the impact of corporate governance on the firms' performance was provided by the multiple 
regression analysis. Two regression models were built based on the current study to examine how governance practices 
affect ROA and Tobin's Q. 
 
Regression Model 1: ROA 
According to the return on equity (ROE) regression model, ownership concentration was substantially and adversely 
correlated with the dependent variable (β = -0.08, p < 0.05), but board independence was significant and positively 
correlated with the dependent variable (β = 0.15, p > 0.05). Audit quality was revealed to be a positive significant variable 
(β = 1.15, p < 0.01) indicating that it positively influences firm performance mentioned in Table 2. The significance of 
governance for profitability was shown by the model, which explained 45% of the variation in ROA (Adjusted R2 = 0.45). 
Audit quality emerged as the most significant predictor of profitability, while ownership concentration demonstrated a 
significant negative effect. There is a high correlation between corporate governance and financial performance, as the 
model explained 45% of the variance in ROA. 
 
Table 2: Regression Analysis for Return on Assets (ROA) 

Variable Coefficient (β) Standard Error t-Value p-Value 

Constant 5.22 1.10 4.75 < 0.01 
Board Independence (%) 0.12 0.07 1.71 0.10 
Ownership Concentration (%) -0.08 0.04 -2.00 0.05 
Audit Quality (Big 4 = 1) 1.15 0.23 5.00 < 0.01 
R² 0.45 

   

 
Regression Model 2: Tobin’s Q 
According to Tobin's Q regression analysis, board diversity (β = 0.16, p < 0.05) and independence (β = 0.28, p < 0.01) 
also had a favorable impact on market value. The results also revealed that audit quality was a strong positive correlate (r 
= 0.42, p < 0.01). The model predicted that 52% of the changes in Tobin’s Q were explained by the structural 
characteristics of the boards (R² = 0.52), and firms with independent and diverse boards were more favorably perceived 
by investors. Table 3 demonstrates how the theory has been validated by actual data, which indicates that board diversity 
and independence are both significantly and favorably correlated with market success. The model confirmed the idea that 
governance structures increase firm value and explained 52% of the variance in Tobin's Q. 
 
Table 3: Regression Analysis for Tobin’s Q 

Variable Coefficient (β) Standard Error t-Value p-Value 

Constant 1.05 0.36 2.92 < 0.01 
Board Independence (%) 0.28 0.09 3.11 < 0.01 
Board Diversity (%) 0.16 0.05 3.20 0.01 
Audit Quality (Big 4 = 1) 0.42 0.17 2.47 0.02 
R² 0.52 

   

 
Control Variables 
The findings also demonstrated that the control variables, industry type (β = 0.12, p < 0.05) and firm size (β = 0.10, p < 
0.05), were significant in both models. Leverage did not emerge as a significant independent variable in either of the two 
models. Figure 2 illustrates the negative impact of ownership concentration on profitability, reinforcing the need for 
balanced governance structures in emerging markets.  
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Figure 2: Governance Variable’s Effect on Firm Performance Measures 
 
DISCUSSION  
The findings of this study have significant theoretical ramifications for how corporate governance and business 
performance analysis are developed in EMs. The findings emphasize the significance of governance structures for 
financial performance, especially the relationships between business valuation metrics like ROA and Tobin's Q and the 
independence, diversity, audit quality, and ownership concentration of the board of directors. The performance of the 
company is positively correlated with board independence, supporting the notion that having independent directors is 
advantageous. It has also been established by previous researchers that independent boards are in a better place to oversee 
management, reduce agency issues, and improve the efficiency of decisions made (18,19). 
Board independence had a favorable but negligible impact on ROA (β = 0.12, t = 1.19, p > 0.05) and Tobin's Q (β = 0.28, 
t = 2.73, p < 0.01), according to the study's regression analysis. This means that even though greater independence of the 
board might have a positive effect on market perception and valuation, its effect on operational efficiency may not 
immediately be observed (20,21). 
Furthermore, the fact is that a higher percentage of independent directors leads to a higher market valuation (22). It was 
suggested that independent directors boost better governance practices that in turn increase investor confidence. This 
study also strengthens the view that independent directors have different backgrounds and views, which informs them to 
contribute fresh and unique ideas to the strategic decisions and development that a firm needs to have an edge over its 
competitors. 
The type of relationship discovered in the present study involved a positive correlation between board of director diversity 
and Tobin’s Q (β = 0.16, p < 0.05) supporting the idea that diverse boards will enhance the perception of investors. This 
concurs with earlier studies that have asserted that diversity in the boards results in better performance owing to innovation 
(23). In addition, boards with diverse membership can take into consideration a wider range of stakeholder interests thus 
enhancing the decision-making process and management of risks (24). Consequently, the results underscore the 
importance of firms building diverse governance structures that enable firms to exploit the opportunities that come with 
multiple perceptions and backgrounds. 
Both ROA (β = 1.15, p < 0.01) and Tobin's Q (β = 0.42, p < 0.01) are strongly positively impacted by audit quality, which 
further emphasizes the significance of external auditing in corporate governance. High-quality audits can also lead to 
improved transparency, decreased information asymmetry, and overall improved stakeholder confidence (25). Also, high-
quality audit information is required to obtain accurate information on a firm’s performance from its financial statements 
to influence investor perceptions and firm value. So, for companies operating in countries where the legal requirements 
are not very strict, audit quality plays an even more crucial role in the economy. The study findings indicate that firms 
that seek to enhance audit quality can enhance their profitability and market value hence insisting that regulatory 
authorities ensure high audit standards are maintained. 
The findings indicate a negative correlation between ROA and ownership concentration (t value - 2.08, p-value 0.04, β = 
-0.08), suggesting that high ownership concentration reduces profitability due to agency costs. This is consistent with the 
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agency theory, which teaches that it is possible for the shareholders with majority stakes, to act in their self-interests to 
the detriment of the minority shareholders (26). Due to highly concentrated ownership, management may not make 
decisions that maximize the firm's worth since they are more concerned with increasing their returns than the firm's total 
value. This result is consistent with other research demonstrating that concentrated ownership results in ineffective 
investment and subpar performance (27). Consequently, it supports the idea of the moderation of different forms of 
ownership concentration to avoid adverse effects and optimize overall firm performance. 
The findings enrich the knowledge about how factors of governance affect the performance of firms in emerging markets. 
It points out that implementing the best corporate governance measures such as independent boards, diverse boards, and 
high-quality audits, and therefore, policymakers and firms should ensure that the governance structure of the country's 
institutions is improved as a way of enlisting equity funds in the region for long-term development. It also points out that 
the key regulators in emerging markets should develop guidelines that compel the board to diversify and be independent. 
For example, the regulation that prescribes minimum numbers of female directors and the requirement that demands the 
formation of independent committees on the board enhance governance quality. 
In addition, measures should be put in place to increase the quality of audits by firms, this includes the adoption of tough 
sieve for auditors besides continuous training. Hence this research supports the need to adopt sound corporate governance 
mechanisms to improve the performance of firms. It is possible to study the long-term impact of COSS and include firms, 
which are not listed, such as private companies, to analyze the nature of governance across various organizations. 
 

CONCLUSION  
With a focus on important governance variables, this study emphasizes the substantial impact of corporate governance on 
business performance in emerging economies. The findings indicate a 28% rise in Tobin's Q (β = 0.28, p < 0.01), 
indicating a favorable correlation between board independence and market valuation. Nonetheless, its impact on ROA-
measured operational performance is still negligible (β = 0.12, p > 0.05). Board diversity emerged as another critical 
factor, contributing to a 16% improvement in Tobin’s Q (β = 0.16, p < 0.05). These findings highlight the importance of 
having a diverse set of perspectives for strategic decision-making, which enhances investor confidence. With notable 
beneficial effects on ROA (β = 1.15, p < 0.01) and Tobin's Q (β = 0.42, p < 0.01), audit quality is crucial. This highlights 
how important open financial procedures are for building stakeholder trust. In contrast, ROA is negatively impacted by 
ownership concentration (β = -0.08, p < 0.05), suggesting that there may be agency conflicts in companies with a high 
level of ownership concentration. These findings suggest that firms in emerging markets should prioritize governance 
practices by fostering independent, diverse boards, improving audit quality, and balancing ownership structures. Future 
research can explore the longitudinal effects of governance on performance, contributing further to corporate governance 
frameworks for sustainable business growth. 
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