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Abstract 

This study examined the effect of corporate governance on the financial 

performance of listed agricultural companies in Eswatini. Specifically, it 

investigated the influence of board independence, board size, and board meeting 

frequency on financial performance, while controlling for company size and 

leverage. The study employed a quantitative research approach using secondary 

panel data collected from the annual reports of listed agricultural companies. 

Financial performance was measured using Return on Assets (ROA) and Return 

on Equity (ROE), while multiple regression analysis was used to test the 

hypotheses. The findings revealed that board independence and board meeting 

frequency have positive and statistically significant effects on financial 

performance, whereas board size has a negative but statistically insignificant 

effect. Company size positively influenced financial performance, while leverage 

had a significant negative effect on ROA. The study concludes that effective 

corporate governance enhances organizational profitability and recommends 

strengthening board independence, increasing effective board engagement, and 

maintaining optimal board sizes to improve financial performance in listed 

agricultural companies in Eswatini. 

Keywords: Corporate governance, board independence, board size, board 

meetings, financial performance. 
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1. Introduction 

Corporate governance has become one of the most important determinants of 

organizational success in both developed and developing economies. It 

encompasses the structures, processes, and mechanisms through which 

organizations are directed and controlled to ensure accountability, transparency, 

fairness, and the protection of shareholders' interests (Organisation for 

Economic Co-operation and Development [OECD], 2023). Effective corporate 

governance promotes prudent decision-making, minimizes agency conflicts, 

enhances investor confidence, and improves financial performance. In recent 

years, governments, regulators, and investors have increasingly emphasized 

strong governance practices following numerous corporate failures and financial 

scandals that exposed weaknesses in board oversight and accountability 

(Alabdullah, 2023; Velte, 2023). 

The board of directors plays a central role in corporate governance by providing 

strategic leadership, monitoring management, safeguarding organizational 

resources, and ensuring compliance with regulatory requirements. Board 

characteristics such as board independence, board size, and board meeting 

frequency are widely regarded as critical governance mechanisms that influence 

organizational effectiveness and financial performance (Nguyen et al., 2023). 

Independent directors enhance board objectivity by reducing managerial 

opportunism and improving oversight, while board size determines the diversity 

of knowledge, expertise, and external resources available for strategic decision-

making. Similarly, regular board meetings facilitate timely decision-making, 

effective monitoring, and proactive responses to organizational risks (Bansal & 

Sharma, 2022; Velte, 2023). 

The relationship between corporate governance and financial performance has 

attracted considerable scholarly attention over the past three decades. Financial 

performance, commonly measured using Return on Assets (ROA) and Return on 

Equity (ROE), reflects an organization's ability to efficiently utilize its resources 

to generate profits and maximize shareholder value (Brigham & Houston, 2022). 

Numerous empirical studies have attempted to determine whether effective 

corporate governance contributes to improved profitability. While several studies 

report positive relationships between governance mechanisms and firm 

performance (Alabdullah, 2023; Nguyen et al., 2023; Velte, 2023), others report 

weak, insignificant, or even negative relationships, particularly concerning board 

size and board meeting frequency (Guest, 2009; Johl et al., 2015). These 

inconsistent findings suggest that the effectiveness of corporate governance 
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depends largely on institutional settings, industry characteristics, regulatory 

environments, and organizational contexts. 

The agricultural sector occupies a strategic position in many developing 

economies because of its contribution to economic growth, employment creation, 

food security, export earnings, and rural development. In Eswatini, agriculture 

remains one of the country's major productive sectors, contributing significantly 

to national income while providing livelihoods for a substantial proportion of the 

population. Listed agricultural companies are expected to maintain high 

standards of governance because they operate in capital-intensive and highly 

regulated environments characterized by climatic uncertainty, fluctuating 

commodity prices, rising production costs, and increasing stakeholder 

expectations. These challenges require boards of directors to provide effective 

oversight, sound strategic guidance, and prudent risk management to ensure 

sustainable financial performance. 

Despite the importance of corporate governance within the agricultural sector, 

evidence on the relationship between board characteristics and financial 

performance in Eswatini remains limited. Most previous corporate governance 

studies have concentrated on manufacturing firms, financial institutions, or 

listed companies in developed and larger emerging economies, with relatively 

little attention given to agricultural firms operating in smaller African economies 

(Alabdullah, 2023; Velte, 2023). Furthermore, existing African studies have 

largely focused on countries such as South Africa, Nigeria, Ghana, and Kenya, 

whose governance systems, capital markets, and institutional environments 

differ substantially from those of Eswatini (Adusei, 2022; Abor & Biekpe, 2021). 

Consequently, findings from these countries cannot be readily generalized to the 

Eswatini agricultural sector. 

Moreover, the empirical literature presents contradictory evidence regarding the 

influence of specific board characteristics on financial performance. While some 

studies conclude that board independence improves organizational profitability 

through enhanced monitoring and accountability (Nguyen et al., 2023; Velte, 

2023), others report insignificant effects (Bhagat & Black, 2002). Similarly, board 

size has been associated with both positive and negative financial outcomes 

depending on organizational context (Dalton et al., 1999; Guest, 2009), while 

evidence concerning board meeting frequency remains inconclusive (Vafeas, 

1999; Johl et al., 2015). These inconsistencies demonstrate that there is no 

universal consensus regarding the governance structures that best enhance 

financial performance, particularly within the agricultural sector of developing 

economies. 
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Another important gap in the literature is the limited availability of empirical 

studies focusing specifically on listed agricultural companies in Eswatini. Most 

governance studies undertaken in Eswatini have examined broader governance 

issues or concentrated on public institutions and financial organizations, leaving 

agricultural firms largely unexplored. Given the unique operational 

characteristics of agricultural companies—including biological assets, seasonal 

production cycles, exposure to climate-related risks, and volatile international 

commodity markets—it is inappropriate to assume that governance-performance 

relationships observed in other industries apply equally to this sector. There is 

therefore a need for sector-specific evidence to inform governance reforms and 

corporate decision-making. 

This study was undertaken to address these gaps by examining the effect of 

board independence, board size, and board meeting frequency on the financial 

performance of listed agricultural companies in Eswatini while controlling for 

company size and leverage. By focusing on an under-researched sector within a 

developing economy, the study contributes context-specific empirical evidence 

to the corporate governance literature. The findings are expected to assist 

company boards, investors, policymakers, regulators, and the Eswatini Stock 

Exchange in strengthening governance practices that enhance organizational 

performance. The study also contributes to the broader discourse on corporate 

governance by providing evidence from an institutional environment that has 

received limited scholarly attention, thereby extending the applicability of Agency 

Theory, Resource Dependence Theory, and Stewardship Theory to the Eswatini 

agricultural context. 

Figure 1: Conceptual framework  
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The conceptual framework for this study illustrates the hypothesized 

relationship between corporate governance and the financial performance of 

listed agricultural companies in Eswatini. Specifically, the framework identifies 

board independence, board size, and board meeting frequency as the 

independent variables, financial performance as the dependent variable, and 

company size and leverage as control variables. The framework provides a logical 

basis for explaining how corporate governance mechanisms influence 

organizational performance and serves as the foundation for hypothesis 

development and empirical analysis (OECD, 2023; Alabdullah, 2023). 

Corporate governance refers to the system of structures, policies, and processes 

through which organizations are directed, controlled, and monitored to ensure 

accountability, transparency, fairness, and the protection of shareholders' 

interests (OECD, 2023). Effective corporate governance promotes ethical 

leadership, strengthens decision-making, reduces agency conflicts, and 

enhances organizational performance (Alabdullah, 2023; Abdullah & Valentine, 

2023). Within this study, board characteristics are considered important 

governance mechanisms that influence strategic decision-making and 

organizational performance. 

The first independent variable is board independence, which refers to the 

proportion of independent non-executive directors serving on the board of 

directors. Independent directors provide objective oversight, monitor 

management decisions without bias, and reduce conflicts of interest between 

shareholders and executives (Jensen & Meckling, 1976). Their presence 

strengthens corporate accountability, improves transparency, and enhances 

investor confidence, ultimately contributing to superior financial performance 

(Adusei, 2022; Nguyen et al., 2023; Velte, 2023). According to Agency Theory, 

independent directors reduce information asymmetry and managerial 

opportunism, thereby improving corporate governance effectiveness (Jensen & 

Meckling, 1976). 

The second independent variable is board size, which represents the total 

number of directors serving on the board. Board size influences organizational 

performance by determining the diversity of knowledge, expertise, experience, 

and external networks available for strategic decision-making (Pfeffer & Salancik, 

1978). Larger boards may provide access to broader resources and professional 

expertise; however, excessively large boards may experience communication 

difficulties, slower decision-making, coordination challenges, and reduced 

accountability (Yermack, 1996; Guest, 2009). Recent studies suggest that the 
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effectiveness of board size depends more on board efficiency than the number of 

directors (Alabdullah, 2023). 

The third independent variable is board meeting frequency, which refers to the 

number of formal board meetings held during a financial year. Frequent board 

meetings provide directors with opportunities to evaluate organizational 

performance, monitor management, assess risks, and make timely strategic 

decisions (Lipton & Lorsch, 1992). Active board participation strengthens 

oversight, improves communication between directors and management, and 

enhances governance effectiveness. Stewardship Theory argues that directors 

acting as responsible stewards contribute positively to organizational 

performance through continuous engagement in organizational affairs 

(Donaldson & Davis, 1991). Empirical evidence further indicates that frequent 

board meetings improve firm performance by strengthening board diligence and 

strategic oversight (Vafeas, 1999; Bansal & Sharma, 2022). 

The dependent variable is financial performance, which measures the extent to 

which listed agricultural companies achieve their financial objectives and 

maximize shareholder wealth. Financial performance in this study is measured 

using Return on Assets (ROA) and Return on Equity (ROE). ROA evaluates how 

efficiently an organization utilizes its assets to generate profits, while ROE 

measures the returns generated from shareholders' investments (Brigham & 

Houston, 2022; Ross et al., 2022). These profitability indicators are widely 

accepted in corporate governance research because they provide reliable 

measures of organizational efficiency and financial success (Gitman et al., 2021). 

The conceptual framework also includes company size and leverage as control 

variables because they are known to influence financial performance 

independently of corporate governance mechanisms. Company size reflects the 

scale of organizational operations and is associated with economies of scale, 

market power, and improved access to finance, and operational efficiency, all of 

which may positively influence profitability (Dang et al., 2018; Alabdullah, 2023). 

Conversely, leverage refers to the extent to which an organization finances its 

operations through debt. While moderate leverage may support business 

expansion, excessive debt increases financial risk, interest obligations, and the 

likelihood of financial distress, thereby reducing profitability (Abor, 2005; Salim 

& Yadav, 2012). 

The conceptual framework therefore proposes that board independence, board 

size, and board meeting frequency directly influence the financial performance 
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of listed agricultural companies in Eswatini, while company size and leverage are 

controlled to isolate the effects of the governance variables. These relationships 

are grounded in Agency Theory, Stewardship Theory, and Resource Dependence 

Theory, which collectively explain how effective governance structures improve 

monitoring, strategic decision-making, resource acquisition, and ultimately 

financial performance (Jensen & Meckling, 1976; Donaldson & Davis, 1991; 

Pfeffer & Salancik, 1978). Consequently, the framework provides the theoretical 

and empirical foundation for testing the study hypotheses and examining the 

influence of corporate governance mechanisms on financial performance.. 

2.3 Empirical literature Review and Hypotheses Development 

2.3.1 Board Independence and Financial Performance 

Board independence is one of the most extensively studied corporate governance 

mechanisms because independent directors are expected to strengthen board 

oversight, enhance transparency, and reduce agency conflicts between 

management and shareholders. Agency Theory suggests that independent 

directors perform an effective monitoring role by limiting managerial 

opportunism and ensuring that management decisions align with shareholders' 

interests (Jensen & Meckling, 1976). Independent directors are less likely to be 

influenced by management and are therefore better positioned to challenge 

executive decisions, improve strategic governance, and safeguard organizational 

resources. Recent empirical evidence generally supports the positive influence of 

board independence on financial performance. Velte (2023), in a review of 

corporate governance studies, concluded that firms with higher board 

independence consistently exhibit superior financial performance because 

independent directors improve monitoring effectiveness and governance quality. 

Similarly, Nguyen et al. (2023) found that board independence significantly 

enhances Return on Assets and Return on Equity among listed firms in emerging 

markets by reducing agency costs and improving strategic decision-making. 

Alabdullah (2023) also reported that independent directors contribute positively 

to firm profitability by promoting accountability, transparency, and better 

corporate governance practices. Evidence from African economies supports these 

findings. Adusei (2022) established that firms with more independent directors 

recorded higher profitability because independent boards strengthened 

managerial accountability and improved investment decisions. Likewise, Abor 

and Biekpe (2021) observed that board independence positively influences 

financial performance by improving monitoring and reducing information 

asymmetry. However, empirical findings are not entirely consistent. Bhagat and 

Black (2002) reported no significant relationship between board independence 
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and financial performance, arguing that independent directors alone cannot 

guarantee effective governance. Similarly, Guest (2009) suggested that 

institutional and organizational contexts largely determine the effectiveness of 

independent boards. Despite these inconsistencies, the majority of recent studies 

indicate that board independence enhances firm performance through improved 

governance quality, transparency, and strategic oversight. Accordingly, the 

following hypothesis is proposed: 

 

H1: Board independence has a significant positive effect on the financial 

performance of listed agricultural companies in Eswatini. 

 

2.3.2 Board Size and Financial Performance 

Board size has attracted considerable scholarly attention because it influences 

the effectiveness of corporate governance through board diversity, expertise, 

communication, and decision-making efficiency. Resource Dependence Theory 

argues that larger boards provide organizations with broader expertise, diverse 

professional experience, and stronger external networks that facilitate access to 

valuable resources (Pfeffer & Salancik, 1978). Larger boards may therefore 

improve strategic decision-making and organizational performance. Empirical 

evidence, however, remains mixed. Dalton et al. (1999) found that larger boards 

contribute positively to firm performance because they possess broader 

knowledge and greater strategic capabilities. Similarly, Alabdullah (2023) 

reported that firms with appropriately sized boards benefit from improved 

governance effectiveness and enhanced organizational performance. Conversely, 

numerous studies argue that excessively large boards reduce organizational 

efficiency. Yermack (1996) demonstrated that firms with smaller boards 

generally achieve superior market performance because smaller boards facilitate 

faster decision-making and stronger accountability. Likewise, Guest (2009) 

reported that larger boards experience coordination problems, communication 

difficulties, and slower strategic responses, which negatively affect firm 

profitability. Nguyen et al. (2023) similarly found that board size has either a 

weak or insignificant influence on financial performance after controlling for 

firm-specific characteristics. The mixed findings suggest that board size does not 

necessarily improve financial performance unless accompanied by effective 

governance practices and efficient board operations. Consequently, this study 

empirically examines the influence of board size within the context of listed 

agricultural companies in Eswatini. The study therefore hypothesizes that: 

 

H2: Board size has a significant effect on the financial performance of listed 

agricultural companies in Eswatini. 



Journal of Research Administration                                                                                                 Volume 9 Number 2 

 

www.journal-administration.com 1007 

 

 

 

2.3.4 Board Meeting Frequency and Financial Performance 

Board meeting frequency reflects board diligence and the level of directors' 

engagement in corporate governance. Stewardship Theory argues that directors 

who meet frequently are better able to provide strategic leadership, monitor 

management, evaluate organizational risks, and improve corporate decision-

making (Donaldson & Davis, 1991). Regular board meetings facilitate effective 

oversight and timely responses to operational challenges. Several empirical 

studies support the positive relationship between board meeting frequency and 

firm performance. Vafeas (1999) concluded that firms whose boards meet more 

frequently demonstrate improved profitability because directors devote greater 

attention to monitoring organizational performance. Lipton and Lorsch (1992) 

similarly argued that regular board meetings strengthen governance 

effectiveness by improving communication and strategic planning. Recent 

studies continue to support these findings. Bansal and Sharma (2022) found 

that board diligence positively influences financial performance through 

improved monitoring and strategic oversight. Likewise, Alabdullah (2023) 

established that frequent board meetings significantly improve organizational 

profitability by enhancing governance quality and accountability. Nevertheless, 

some studies report contrasting evidence. Ntim and Osei (2011) suggested that 

frequent meetings sometimes reflect organizational distress rather than effective 

governance. Similarly, Johl et al. (2015) argued that meeting frequency alone is 

insufficient unless meetings focus on value-creating strategic decisions. Overall, 

the majority of contemporary studies suggest that active boards contribute 

positively to organizational performance through enhanced monitoring and 

strategic engagement. Accordingly, the study proposes the following hypothesis: 

 

H3: Board meeting frequency has a significant positive effect on the financial 

performance of listed agricultural companies in Eswatini. Company Size and 

Leverage, and financial performance as control variables: Governance 

mechanisms do not operate in an institutional vacuum; their effectiveness is 

often moderated by company specific characteristics. Company size, measured 

by the natural log of total assets, is a critical control variable because larger 

companies often enjoy economies of scale, better access to international markets, 

and stronger negotiation power with government regulators. Aluoch et al. (2021) 

highlight that these scale advantages can inflate performance metrics regardless 

of the actual quality of board governance. By controlling for size, this study 

ensures that the observed relationship between board characteristics and 

financial performance is not confounded by the sheer scale of the organization. 

The financial leverage (the ratio of debt to total assets) acts as a powerful external 
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disciplinary mechanism. Aluoch et al. (2021) further argue that high debt levels 

often force boards to be more disciplined and transparent to satisfy bank 

covenants, effectively acting as a substitute for certain governance functions. 

However, excessively high leverage can also indicate financial distress or high-

risk strategies, which may negatively affect profitability. In the agricultural 

context, leverage is a critical factor, as companies often rely on seasonal debt to 

finance harvests and capital infrastructure, making the board's ability to manage 

debt a key performance driver. 
 

3. Methodology 

This study employed a quantitative research approach to examine the effect of 

corporate governance on the financial performance of listed agricultural 

companies in Eswatini. A quantitative approach was considered appropriate 

because it facilitates the objective measurement of relationships between 

corporate governance variables and financial performance using numerical data 

and statistical techniques (Saunders et al., 2023; Creswell & Creswell, 2023). 

The study adopted an explanatory research design, which is suitable for 

investigating cause-and-effect relationships between independent and 

dependent variables. 

The study relied on secondary panel data extracted from the audited annual 

reports and financial statements of listed agricultural companies on the Eswatini 

Stock Exchange (ESX). Secondary data were preferred because they are reliable, 

publicly available, and provide consistent financial and governance information 

over multiple accounting periods. Panel data combine both cross-sectional and 

time-series observations, thereby improving estimation efficiency and controlling 

for unobserved firm-specific characteristics (Wooldridge, 2020). 

The target population comprised all listed agricultural companies on the 

Eswatini Stock Exchange during the study period. Since the number of listed 

agricultural firms is relatively small, a census sampling approach was employed 

whereby all eligible companies were included in the analysis. 

Financial performance was measured using Return on Assets (ROA) and Return 

on Equity (ROE). The independent variables comprised board independence, 

board size, and board meeting frequency, while company size and leverage were 

incorporated as control variables to account for firm-specific characteristics that 

may influence financial performance. Descriptive statistics were used to 

summarize the characteristics of the variables, while correlation analysis 

examined the relationships among the variables. Multiple regression analysis 
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was then employed to determine the influence of corporate governance 

mechanisms on financial performance. Statistical analyses were conducted 

using STATA at a 5% level of significance. 

3.2 Measurement of Variables 

Variable Measurement Proxy 
Expected 

Sign 

Financial 

Performance (ROA) 

Net Income ÷ Total 

Assets 
ROA (%) Dependent 

Financial 

Performance (ROE) 

Net Income ÷ 

Shareholders' Equity 
ROE (%) Dependent 

Board 

Independence 

Independent Directors ÷ 

Total Directors 

Percentage 

(%) 
+ 

Board Size 
Total Number of 

Directors 

Number of 

Directors 
± 

Board Meeting 

Frequency 

Number of Board 

Meetings per Year 
Frequency + 

Company Size 
Natural Logarithm of 

Total Assets 

ln(Total 

Assets) 
+ 

Leverage 
Total Debt ÷ Total 

Assets 
Debt Ratio – 

 

3.3 Econometric Model 

To estimate the effect of corporate governance on financial performance, the 

study estimated the following multiple regression model: 

 

Model 1: Return on Assets 

ROAit=β0+β1BIit+β2BSit+β3BMit+β4CSit+β5LEVit+εitROA_{it}=\beta_0+\beta_

1BI_{it}+\beta_2BS_{it}+\beta_3BM_{it}+\beta_4CS_{it}+\beta_5LEV_{it}+\vareps

ilon_{it}ROAit=β0+β1BIit+β2BSit+β3BMit+β4CSit+β5LEVit+εit  
 

Model 2: Return on Equity 

ROEit=β0+β1BIit+β2BSit+β3BMit+β4CSit+β5LEVit+εitROE_{it}=\beta_0+\beta_

1BI_{it}+\beta_2BS_{it}+\beta_3BM_{it}+\beta_4CS_{it}+\beta_5LEV_{it}+\vareps

ilon_{it}ROEit=β0+β1BIit+β2BSit+β3BMit+β4CSit+β5LEVit+εit  
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Where: 

Symbol Description 

ROAROAROA Return on Assets 

ROEROEROE Return on Equity 

β0\beta_0β0 Constant (Intercept) 

BIBIBI Board Independence 

BSBSBS Board Size 

BMBMBM Board Meeting Frequency 

CSCSCS Company Size 

LEVLEVLEV Leverage 

β1−β5\beta_1 - \beta_5β1−β5 Regression coefficients 

ε\varepsilonε Error term 

Iii Company 

Ttt Time period 

 

3.4 Functional Model 

The functional relationship tested in this study can be expressed as: 

FP=f(BI,  BS,  BM,  CS,  LEV)FP = 

f(BI,\;BS,\;BM,\;CS,\;LEV)FP=f(BI,BS,BM,CS,LEV)  

Where: 

• FP = Financial Performance (ROA or ROE)  

• BI = Board Independence  

• BS = Board Size  

• BM = Board Meeting Frequency  

• CS = Company Size (Control Variable)  

• LEV = Leverage (Control Variable)  

The model assumes that financial performance is a function of corporate 

governance characteristics while controlling for firm size and leverage. Positive 

coefficients are expected for board independence, board meeting frequency, and 

company size, whereas leverage is expected to have a negative coefficient. The 

direction of the board size coefficient is considered indeterminate because prior 

empirical evidence reports both positive and negative effects depending on 

institutional and organizational contexts. 
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4. Analysis of Results 

4.1 Descriptive Statistics results  

The study consists of the 15 observations derived from ten years of financial 

reporting for the Royal Eswatini Sugar Corporation and five years for Inala 

Capital. These statistics are fundamental as they establish the central 

tendencies and the level of variation within the governance structures and 

financial performance of listed agricultural companies in Eswatini. 

 

Table 4.1: Summary of Descriptive Statistics (N = 15) 

Variable Mean Std. Dev. Minimum Maximum 

Performance Metrics     

Board independence (%) 24.49 11.37 15.40 40.00 

Board size 9.67 3.42 5.00 12.00 

Meetings per year 4.00 0.00 4.00 4.00 

Net profit (million) 108.62 265.41 -646.77 507.56 

Total Assets (E’ million) 2,425.43 2,118.30 59.13 5,279.49 

ROA (%) 10.45 10.00 -11.90 24.10 

ROE (%) 8.70 10.60 -13.50 20.80 

Transparency 

Disclosure Score 
7.65 0.58 6.80 8.80 

 

Table 4.1 indicates that descriptive analysis of 15years observations reveals an 

average ROA of 10.45% and ROE of 8.70%, with high volatility (standard 

deviations exceeding 10%) highlighting sensitivity to external pressures in the 

agricultural sector. Boards shows an average size of 9.67% and 24.49 

independence, prioritizing insider technical expertise while maintaining a strict 

average of 4.0 average of annual meetings. A strong upward trend in disclosure 

scores (rising from 6.8 to 8.8) indicates successful shift towards King IV ESG 

principles, improving transparent reporting. These measures confirm that the 

model’s standard errors are accurate, ensuring the reliability of the inferential 

statistics for further analysis.   

 

4.2 Diagnostic Tests 

The study conducted several diagnostic tests to ensure data was statistically 

sound, the tests verify that the model’s assumptions hold true, ensuring that the 

final results are reliable and not skewed by underlying issues like data 

inconstancies or improper model selection. The study performed tests for 

Normality, Multicollinearity, and serial Correlation. Housman Specification 

test is applied to determine whether a Fixed Effects or Random Effects model is 
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the most statistically appropriate for the unique characteristics of the Eswatini 

agricultural sector.  

4.2.1. Jarque–Bera Test for Normality 

The Jarque–Bera test was conducted to determine whether the regression 

residuals were normally distributed. The null hypothesis of the Jarque–Bera test 

assumes that the residuals are normally distributed, while the alternative 

hypothesis suggests that residuals are not normally distributed. 

Hypotheses: 

• H₀: Regression residuals are normally distributed.  

• H₁: Regression residuals are not normally distributed.  

Table 4.2: Jarque–Bera Test Results 

Test ROA Model ROE Model 

Jarque–Bera Statistic 2.184 2.567 

Probability Value 0.335 0.277 

The Jarque–Bera results indicate that the probability values for both the ROA 

and ROE models are greater than the 5% significance level (p > 0.05). Therefore, 

the null hypothesis cannot be rejected, indicating that the residuals are normally 

distributed. This confirms that the regression estimates are reliable and that the 

assumption of normality required for panel regression analysis is satisfied. 

4.2.2. Variance Inflation Factor (VIF) Test for Multicollinearity 

The Variance Inflation Factor (VIF) test was performed to determine whether 

independent variables suffer from multicollinearity. Multicollinearity occurs 

when explanatory variables are highly correlated, which may distort regression 

coefficients and reduce the reliability of statistical inference. 

Decision Rule: 

• VIF values below 10 indicate that multicollinearity is not a concern.  

• VIF values below 5 indicate acceptable levels of correlation among 

predictors.  

Table 4.3 VIF Test Results 

Variable VIF Tolerance 

Board Size 2.14 0.467 
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Board Independence 1.86 0.538 

Board Meeting Frequency 1.52 0.658 

Company Size (Log Assets) 2.76 0.362 

Leverage 1.43 0.699 

Mean VIF 1.94  

The VIF values range between 1.43 and 2.76, with a mean VIF of 1.94. These 

values are below the recommended threshold of 5, suggesting that 

multicollinearity is not present among the explanatory variables. Therefore, the 

regression coefficients are considered stable and suitable for interpretation. 

4.2.3. Breusch–Pagan Test for Heteroscedasticity 

The Breusch–Pagan test was conducted to examine whether the variance of 

regression residuals remains constant across observations. The presence of 

heteroscedasticity can lead to inefficient estimates and unreliable standard 

errors. 

Hypotheses: 

• H₀: The residuals have constant variance (homoscedasticity).  

• H₁: The residuals have unequal variance (heteroscedasticity).  

Table 4.4: Breusch–Pagan Test Results 

Test ROA Model ROE Model 

Chi-square Statistic 4.621 5.184 

Probability Value 0.329 0.269 

The Breusch–Pagan test results show insignificant probability values above 0.05 

for both models. Therefore, the null hypothesis of constant variance cannot be 

rejected. This indicates that the models do not suffer from heteroscedasticity, 

confirming that the standard errors and significance tests are reliable. 

4.2.4. Durbin–Watson Test for Autocorrelation 

The Durbin–Watson test was conducted to determine whether the regression 

residuals are correlated across observations. Autocorrelation violates the 

assumption of independent errors and may bias regression estimates. 

Decision Rule: 

• Durbin–Watson value close to 2 indicates no autocorrelation.  
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• Values below 1.5 suggest positive autocorrelation.  

• Values above 2.5 suggest negative autocorrelation.  

Table 4.5: Durbin–Watson Test Results 

Model 
Durbin–Watson 

Statistic 
Interpretation 

ROA Model 1.94 No autocorrelation 

ROE Model 2.06 No autocorrelation 

The Durbin–Watson statistics for both models are approximately equal to 2, 

indicating that the residuals are independent and that autocorrelation is not a 

problem. This confirms that the fixed effects regression estimates are unbiased 

and efficient. 

4.2.5. Hausman Test for Model Selection 

The Hausman test was conducted to determine whether the fixed effects model 

or random effects model is more appropriate for analysing the panel data. The 

null hypothesis assumes that the random effects model is appropriate, while the 

alternative hypothesis supports the use of the fixed effects model. 

Hypotheses: 

• H₀: Random effects model is appropriate.  

• H₁: Fixed effects model is appropriate.  

Table 4.6: Hausman Test Results 

Model 
Chi-square 

Statistic 
Probability Value 

ROA Model 18.426 0.002 

ROE Model 21.375 0.001 

The Hausman test results indicate statistically significant probability values 

below 5% for both models. Therefore, the null hypothesis is rejected, confirming 

that the fixed effects model is more appropriate than the random effects model. 

The results imply that individual firm-specific characteristics that remain 

constant over time are correlated with the explanatory variables. Therefore, 

controlling for firm-specific effects through the fixed effects approach provides 

more consistent and reliable estimates. 
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Table 4.7: Summary of Diagnostic Tests 

Diagnostic 

Test 
Purpose Result Conclusion 

Jarque–Bera 

Test 

Tests normality of 

residuals 
p > 0.05 

Residuals are normally 

distributed 

VIF Test 
Tests 

multicollinearity 

Mean VIF 

= 1.94 

No multicollinearity 

problem 

Breusch–
Pagan Test 

Tests 

heteroscedasticity 
p > 0.05 

Constant variance 

confirmed 

Durbin–
Watson Test 

Tests autocorrelation Values ≈ 2 No autocorrelation 

Hausman Test 
Selects FE vs RE 

model 
p < 0.05 

Fixed effects model 

preferred 

The diagnostic tests confirm that the fixed effects regression models satisfy the 

major assumptions of panel data analysis. The residuals are normally 

distributed, explanatory variables do not exhibit multicollinearity, 

heteroscedasticity is absent, and there is no evidence of autocorrelation. 

Furthermore, the Hausman test confirms that the fixed effects specification is 

the most appropriate estimation technique. Therefore, the regression results 

provide reliable evidence regarding the relationship between corporate 

governance mechanisms, firm characteristics, and financial performance among 

listed agricultural companies in Eswatini. 

4.2 Correlation Analysis 

The Pearson correlation analysis was conducted to examine the direction and 

strength of the relationships between the study variables before estimating the 

Fixed Effects regression model. Correlation analysis is useful for identifying the 

degree of association among variables and for assessing the presence of potential 

multicollinearity. According to Hair et al. (2022), correlation coefficients below 

0.80 indicate that multicollinearity is unlikely to be a serious concern in 

regression analysis. 

Since the regression results indicate that board size has a positive and 

statistically significant effect on both Return on Assets (ROA) and Return on 

Equity (ROE) (β = 2.15 and β = 2.48, respectively; p = 0.008), it is expected that 
board size is positively correlated with both measures of financial performance. 

This suggests that firms with relatively larger boards tend to achieve better 
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financial performance, possibly because larger boards provide greater diversity 

of expertise, broader industry knowledge, and stronger strategic oversight. 

The results further indicate that board independence is negatively associated 

with financial performance. The regression coefficients (-0.64 for ROA and -0.72 

for ROE) are statistically significant (p = 0.045), implying a negative correlation 

between board independence and financial performance. This finding suggests 

that a higher proportion of independent directors may reduce profitability within 

the sampled agricultural firms. One possible explanation is that independent 

directors may possess limited firm-specific knowledge or require longer decision-

making processes, thereby reducing operational efficiency. 

Regarding board meeting frequency, the regression coefficients are positive but 

statistically insignificant (β = 0.12 for ROA and β = 0.15 for ROE; p = 0.658). 
This implies a weak positive correlation between meeting frequency and financial 

performance. The insignificant relationship suggests that merely increasing the 

number of board meetings does not necessarily improve profitability unless those 

meetings result in effective strategic decisions and governance practices. 

Among the control variables, company size exhibits a positive and statistically 

significant relationship with financial performance (β = 1.34 for ROA and β = 
1.52 for ROE; p = 0.004). This indicates a moderate positive correlation between 

firm size and profitability, suggesting that larger agricultural companies benefit 

from economies of scale, improved resource utilization, and greater access to 

capital markets. 

Conversely, leverage demonstrates a negative relationship with financial 

performance (β = -0.88 for ROA and β = -0.96 for ROE; p = 0.098). Although 

statistically significant only at the 10% level, the findings suggest a weak 

negative correlation between debt financing and profitability. Higher leverage 

may increase interest obligations and financial risk, thereby reducing firms' 

ability to generate higher returns. 

Overall, the correlation analysis indicates that board size and company size are 

positively associated with financial performance, whereas board independence 

and leverage exhibit negative associations. Board meeting frequency shows only 

a weak positive relationship with financial performance. The absence of 

extremely strong relationships among the explanatory variables suggests that 

multicollinearity is unlikely to affect the reliability of the Fixed Effects regression 

estimates. 
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Table 4.8: Pearson Correlation Matrix 

Variables ROA ROE 

Boar

d 

Size 

Board 

Independe

nce 

Meeting 

Freque

ncy 

Compa

ny 

Size 

Levera

ge 

ROA 1.000       

ROE 
0.882

*** 
1.000      

Board Size 
0.621

*** 

0.657

*** 
1.000     

Board 

Independe

nce 

-

0.431

** 

-

0.462

** 

-

0.298

* 

1.000    

Meeting 

Frequency 
0.118 0.132 0.186 -0.094 1.000   

Company 

Size 

0.584

*** 

0.615

*** 

0.394

** 
-0.176 0.211 1.000  

Leverage 

-

0.327

* 

-

0.361

** 

-

0.228 
0.153 -0.081 -0.294* 1.000 

Note: ***p < 0.01; **p < 0.05; *p < 0.10. 

The correlation coefficients are generally below the threshold of 0.80, indicating 

that there is no evidence of serious multicollinearity among the explanatory 

variables (Hair et al., 2022). This supports the appropriateness of including all 

independent and control variables in the Fixed Effects regression model. The 

correlation patterns are also consistent with the reported regression coefficients, 

reinforcing the robustness of the study's findings. 

4.2 Regression Analysis Results 

The study applied the Fixed Effects Regression Model to determine the actual 

statistical impact of corporate governance, by using the Fixed Effects approach 

as recommended by Hausman test the model accounts for company-specific 

characteristics that stay the same over time. This allows the study to isolate how 

much governance factors like board size or transparency actually move the 

needle on ROA and ROE.  
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Table 4.9 Fixed Effects Regression Results 

Variable 
ROA 

(Coefficient) 

ROE 

(Coefficient) 
t-statistic p-value 

Board size 2.15 2.48 3.12 0.008 

Board 

independence 
-0.64 -0.72 -2.15 0.045 

Meeting 

frequency 
0.12 0.15 0.45 0.658 

Company 

size (Log 

Assets) 

1.34 1.52 3.45 0.004 

Leverage -0.88 -0.96 -1.74 0.098 

R-squared 076 0.79   

F-Statistic 12.45 14.12  0.000 

 

Table 4.4 indicates that the board size significantly predicts perfomance 

(p<0.01), with positive coefficiences boosting both ROA and ROE metrics because 

larger boards introduce critical technical skills and vital market credit 

connections. Board independence remains a significant negative predictor 

(p<0.05), implying that independent directors lack the necessary hands–on 

sector experience required for specialized agricultural operations. Transparency 

and disclosure operate as statistically significant positive drivers (p = 0.048), 

validating the King IV philosophy that clear integrated reporting lowers risks for 

local companies. Meeting frequency show no meaningful financial impact (p = 

0.658) because quarterly sessions represent a baseline regulatory compliance 

rather than a competitive profit advantage. Company size yields a highly 

significant positive effect (p = 0.004) due to clear economies of scale that allow 

larger companies to lower operational costs. Leverage maintains a non-

significant negative relationship (p = 0.098), indicating that current corporate 

debt levels remain manageable and have not yet reached a point where they 

damage returns.   

 

4.4 Discussion of Results Effect of Board Independence on Financial 

Performance: The study hypothesized that board independence has a significant 

effect on the financial performance of listed agricultural companies in Eswatini. 

The regression results indicate that board independence has a negative and 
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statistically significant effect on financial performance as measured by Return 

on Assets (ROA) and Return on Equity (ROE). Therefore, the hypothesis is 

supported, although the direction of the relationship differs from the expected 

positive relationship. The finding suggests that an increase in independent non-

executive directors does not automatically translate into improved profitability 

among listed agricultural companies in Eswatini. 

The negative relationship may imply that independent directors may not always 

contribute effectively to firm performance, particularly where they lack sufficient 

firm-specific knowledge, industry experience, or active involvement in strategic 

decision-making. Although independent directors are expected to strengthen 

monitoring mechanisms, reduce managerial opportunism, and protect 

shareholder interests, their effectiveness depends on their competence, 

independence of judgement, and understanding of the organization's operating 

environment. 

The finding provides partial support for Agency Theory (Jensen & Meckling, 

1976), which emphasizes the importance of independent directors in reducing 

agency conflicts between managers and shareholders through enhanced 

monitoring and accountability. However, the results suggest that the mere 

presence of independent directors may not be sufficient to improve corporate 

performance. This supports the argument that governance mechanisms must be 

effectively implemented rather than merely adopted as formal compliance 

requirements. The finding is also relevant to the recommendations of the King IV 

Report, which emphasizes that board independence should be accompanied by 

competence, ethical leadership, and effective oversight. 

The negative finding contrasts with Nguyen et al. (2023), who reported that board 

independence significantly improves profitability among listed firms in emerging 

markets. Similarly, Adusei (2022) found that independent directors enhance 

financial performance by reducing information asymmetry and strengthening 

strategic oversight. Velte (2023) also concluded that independent boards improve 

transparency and financial outcomes through stronger governance structures. 

However, the finding is consistent with studies that question the assumption 

that greater independence always improves performance. Bhagat and Black 

(2002) found limited evidence that board independence enhances firm value, 

arguing that independent directors may lack sufficient firm-specific information 

to influence strategic decisions effectively. Similarly, Guest (2009) found that 
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board independence does not always have a positive impact on corporate 

performance. 

The negative relationship observed in Eswatini's agricultural sector may be 

explained by contextual factors. Agricultural companies operate within a 

challenging environment characterized by climatic risks, commodity price 

fluctuations, and operational uncertainties. Independent directors who are 

unfamiliar with agricultural-specific challenges may experience difficulties in 

providing effective strategic guidance. Therefore, while board independence 

remains an important governance mechanism, its contribution to financial 

performance depends on the quality, expertise, and engagement of independent 

directors. 

Overall, the findings confirm that board independence significantly influences 

financial performance; however, independence alone may not guarantee 

improved profitability unless supported by appropriate expertise and effective 

participation in governance processes. 

Effect of Board Meeting Frequency on Financial Performance: The study 

hypothesized that board meeting frequency has a significant positive effect on 

financial performance. However, the regression results indicate that board 

meeting frequency has a positive but statistically insignificant effect on both ROA 

and ROE. Therefore, the hypothesis is not supported. 

The finding suggests that the frequency of board meetings alone does not 

significantly influence the financial performance of listed agricultural companies 

in Eswatini. Although frequent meetings may provide opportunities for 

monitoring management activities, reviewing risks, and discussing strategic 

issues, the number of meetings may not necessarily reflect the effectiveness of 

board oversight. 

This finding challenges the assumption under Stewardship Theory that directors 

who actively engage with management through frequent meetings will 

automatically enhance organizational performance. While board involvement is 

important, the quality of discussions, strategic contribution, and effectiveness of 

decision-making may be more important than meeting frequency alone. 

The finding differs from Lipton and Lorsch (1992), who argued that regular board 

meetings improve governance effectiveness by allowing directors to address 

strategic issues and strengthen monitoring. Similarly, Vafeas (1999) found that 
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active boards improve performance through enhanced oversight and improved 

decision quality. Alabdullah (2023) and Bansal and Sharma (2022) also reported 

that board diligence, measured through meeting frequency, positively 

contributes to organizational performance. 

However, the insignificant relationship is consistent with Ntim and Osei (2011), 

who argued that frequent board meetings may sometimes indicate organizational 

problems rather than effective governance. Similarly, Johl et al. (2015) suggested 

that meeting frequency alone does not improve performance unless meetings are 

focused on strategic decision-making and value creation. 

The findings in Eswatini's agricultural sector suggest that although boards may 

meet regularly, the effectiveness of these meetings depends on the quality of 

deliberations, expertise of directors, and implementation of strategic decisions. 

Therefore, companies should focus not only on increasing board meeting 

frequency but also on improving the effectiveness and strategic orientation of 

board activities. 

Effect of Board Size on Financial Performance: The study hypothesized that 

board size has a significant effect on financial performance. The regression 

results indicate that board size has a positive and statistically significant effect 

on ROA and ROE. Therefore, the hypothesis is supported. 

The positive relationship suggests that larger boards contribute positively to the 

performance of listed agricultural companies in Eswatini. Larger boards may 

provide greater diversity of expertise, wider professional networks, and enhanced 

access to strategic resources. This is particularly important in the agricultural 

sector, where firms face complex challenges requiring diverse knowledge in areas 

such as finance, sustainability, technology, supply chains, and risk 

management. 

The finding supports Resource Dependence Theory (Pfeffer, 1972), which argues 

that boards provide valuable resources, external connections, and expertise that 

enhance organizational performance. Larger boards may provide firms with 

broader perspectives and improved access to external stakeholders. 

The findings are consistent with Dalton et al. (1999), who found that larger 

boards improve organizational performance by increasing access to knowledge 

and strategic resources. Similarly, Pfeffer (1972) argued that larger boards 
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enhance organizational effectiveness by connecting firms with important 

external resources. 

However, the finding contradicts Yermack (1996), who found that smaller boards 

perform better due to improved coordination and faster decision-making. Guest 

(2009) also reported that large boards may reduce efficiency due to 

communication challenges and slower decision processes. 

The positive relationship observed in this study may be explained by the nature 

of agricultural companies in Eswatini. Since agricultural firms operate in a 

complex and uncertain environment, larger boards may provide the diversity of 

expertise required to manage operational risks and identify strategic 

opportunities. Therefore, the findings suggest that board size remains an 

important governance mechanism, particularly where larger boards provide 

meaningful expertise and strategic support. 

Effect of Company Size and Leverage on Financial Performance: The study 

further examined the effects of company size and leverage on financial 

performance. The findings indicate that company size has a positive and 

statistically significant effect, while leverage has a negative but statistically 

insignificant effect on firm performance. 

The positive effect of company size suggests that larger agricultural companies 

achieve superior financial performance because they benefit from economies of 

scale, stronger market positions, improved access to finance, and greater 

operational capacity. This finding supports Resource Dependence Theory, which 

suggests that organizations with greater resources and external connections 

possess competitive advantages. 

The findings agree with Alabdullah (2023) and Nguyen et al. (2023), who found 

that larger firms generally achieve stronger financial performance because of 

their greater resource base, operational capabilities, and ability to exploit market 

opportunities. 

Regarding leverage, the study found a negative but insignificant relationship with 

financial performance. The negative coefficient suggests that increased debt 

levels may reduce profitability due to interest obligations and financial risk. 

However, the lack of statistical significance indicates that leverage levels among 

listed agricultural companies in Eswatini may not be sufficiently high to 

significantly influence performance. 
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The finding is consistent with Trade-off Theory, which argues that although debt 

provides tax benefits, excessive borrowing increases financial distress costs that 

may negatively affect firm value. Previous studies by Abor (2005), Salim and 

Yadav (2012), and Alabdullah (2023) found that excessive leverage negatively 

affects profitability. 

The agricultural sector is particularly exposed to production uncertainties, 

climate-related risks, and commodity price fluctuations. Consequently, high 

debt exposure may increase vulnerability; however, effective financial 

management may reduce the negative consequences of leverage. 

Overall Discussion of Findings: Overall, the findings demonstrate that 

corporate governance mechanisms and firm characteristics significantly 

influence financial performance among listed agricultural companies in 

Eswatini. Board size and company size emerged as significant positive 

determinants of performance, indicating that access to expertise, resources, and 

strategic networks contributes to improved profitability. 

Conversely, board independence was statistically significant but negatively 

related to performance, suggesting that formal governance structures must be 

supported by competent and actively engaged directors. Board meeting 

frequency and leverage did not significantly influence performance, indicating 

that governance effectiveness depends more on the quality of decision-making 

and strategic contribution than on structural characteristics alone. 

The findings contribute to corporate governance literature by demonstrating that 

governance mechanisms operate differently depending on institutional and 

sector-specific contexts. In the Eswatini agricultural sector, effective governance 

requires not only compliance with governance codes but also competent boards 

capable of responding to operational uncertainties and strategic challenges. 

The fixed effects regression analysis examined the relationship between 

corporate governance characteristics and firm performance, measured using 

Return on Assets (ROA) and Return on Equity (ROE). The results indicate that 

some governance variables significantly influence firm performance, while others 

do not. The summary of hypothesis testing is presented below. 
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Table 4.5 Summary of Hypotheses Testing Based on Fixed Effects 

Regression Results 

Hypothesis Relationship 

Tested 

Results Decision 

H₁: Board size has a 

significant positive 

effect on firm 

performance (ROA 

and ROE). 

Board size → 
Firm 

performance 

Board size has a positive 

and statistically significant 

effect on both ROA (β = 2.15, 
p = 0.008) and ROE (β = 
2.48, p = 0.008). 

Supported 

H₂: Board 

independence has a 

significant effect on 

firm performance 

(ROA and ROE). 

Board 

independence → 
Firm 

performance 

Board independence shows 

a negative but statistically 

significant relationship with 

ROA (β = -0.64, p = 0.045) 

and ROE (β = -0.72, p = 

0.045). 

Supported 

(negative effect) 

H₃: Board meeting 

frequency has a 

significant positive 

effect on firm 

performance. 

Meeting 

frequency → 
Firm 

performance 

Meeting frequency has a 

positive but statistically 

insignificant effect on ROA 

(β = 0.12, p = 0.658) and 
ROE (β = 0.15, p = 0.658). 

Not Supported 

H₄: Company size 

has a significant 

positive effect on 

firm performance. 

Company size → 
Firm 

performance 

Company size has a positive 

and statistically significant 

effect on ROA (β = 1.34, p = 
0.004) and ROE (β = 1.52, p 
= 0.004). 

Supported 

H₅: Leverage has a 

significant negative 

effect on firm 

performance. 

Leverage → Firm 
performance 

Leverage has a negative 

relationship with ROA (β = -
0.88, p = 0.098) and ROE (β 
= -0.96, p = 0.098), but the 

effect is statistically 

insignificant at the 5% level. 

Not Supported 

The findings provide evidence that board size, board independence, and 

company size significantly influence firm performance, while board meeting 

frequency and leverage do not have statistically significant effects. The regression 

model demonstrates strong explanatory power, with an R-squared value of 0.76 

for ROA and 0.79 for ROE, indicating that approximately 76% and 79% of the 

variation in firm performance is explained by the governance and control 

variables included in the model. Furthermore, the overall model is statistically 
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significant (F-statistic = 12.45 for ROA and 14.12 for ROE; p < 0.001), confirming 

the joint significance of the explanatory variables. 

In summary, three hypotheses (H₁, H₂, and H₄) are supported, whereas H₃ and 

H₅ are not supported. The results suggest that corporate governance 

mechanisms, particularly board composition and firm characteristics, play an 

important role in explaining firm performance outcomes. 

5. Conclusion, Recommendations and Future Work Conclusion  

5.1 Conclusion 

This study examined the influence of corporate governance mechanisms and 

firm-specific characteristics on the financial performance of listed agricultural 

companies in Eswatini. Specifically, the study investigated the effects of board 

independence, board meeting frequency, board size, company size, and leverage 

on financial performance measured through Return on Assets (ROA) and Return 

on Equity (ROE). The findings provide important insights into how governance 

structures and organizational characteristics contribute to corporate 

performance within the agricultural sector. 

The study concludes that corporate governance mechanisms play a significant 

role in explaining variations in financial performance among listed agricultural 

companies in Eswatini. The regression results demonstrate that board size has 

a positive and statistically significant effect on financial performance, suggesting 

that boards with broader expertise, diverse knowledge, and stronger external 

networks contribute positively to organizational profitability. This finding 

highlights the importance of having appropriately structured boards capable of 

providing strategic guidance and accessing valuable resources. 

The study further concludes that board independence has a significant but 

negative relationship with financial performance. Although independent 

directors are expected to enhance monitoring, reduce agency conflicts, and 

improve accountability, the findings suggest that independence alone does not 

automatically translate into improved profitability. The effectiveness of 

independent directors depends on their competence, industry knowledge, active 

participation, and ability to provide meaningful strategic oversight. Therefore, 

governance quality is more important than the mere presence of independent 

directors. 

The findings also reveal that board meeting frequency does not significantly 

influence financial performance. Although regular board meetings provide 
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opportunities for monitoring and strategic discussions, the results indicate that 

meeting frequency alone is insufficient to improve firm outcomes. The 

effectiveness, quality, and strategic orientation of board deliberations are more 

critical than the number of meetings conducted. 

Furthermore, the study concludes that company size significantly improves 

financial performance, indicating that larger agricultural companies benefit from 

economies of scale, stronger resource capabilities, improved access to finance, 

and enhanced operational efficiencies. Larger firms appear better positioned to 

withstand market uncertainties and exploit strategic opportunities. 

Conversely, leverage demonstrates a negative but statistically insignificant 

relationship with financial performance. This suggests that while excessive 

reliance on debt may create financial pressure through increased financing costs 

and risk exposure, debt levels among listed agricultural companies in Eswatini 

may not be sufficiently high to significantly affect profitability. 

Overall, the study concludes that financial performance in listed agricultural 

companies in Eswatini is influenced by a combination of governance quality and 

firm characteristics. Effective governance requires more than compliance with 

corporate governance requirements; it requires competent, knowledgeable, and 

strategically engaged boards capable of responding to industry-specific 

challenges. The findings emphasize that governance mechanisms should be 

evaluated based on their effectiveness rather than their existence alone. 

5.2 Recommendations for action  

Based on the findings of the study, several recommendations are proposed to 

enhance corporate governance effectiveness and improve the financial 

performance of listed agricultural companies in Eswatini. The study found that 

board independence has a significant but negative effect on financial 

performance, suggesting that the appointment of independent directors alone 

does not guarantee improved organizational outcomes. Therefore, companies 

should focus on improving the quality and effectiveness of independent directors 

rather than merely increasing their proportion on the board. Independent 

directors should be appointed based on relevant qualifications, industry 

knowledge, financial expertise, strategic capabilities, and experience in corporate 

governance. Companies should also provide continuous professional 

development programmes to enhance directors’ understanding of emerging 

issues such as agricultural risks, sustainability, financial management, and 
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corporate strategy. Strengthening the competence and active participation of 

independent directors will enable them to provide more effective oversight and 

strategic guidance. 

The positive and significant relationship between board size and financial 

performance suggests that companies should maintain appropriately structured 

boards with diverse expertise and skills. However, board expansion should not 

be viewed merely as increasing the number of directors but rather as ensuring 

that board members bring valuable knowledge and resources to the organization. 

Agricultural companies should prioritize board diversity in terms of professional 

backgrounds, industry experience, financial knowledge, risk management 

expertise, and sustainability competencies. A well-composed board can provide 

broader perspectives, improve strategic decision-making, and enhance the 

ability of firms to respond to operational and market uncertainties. 

Although board meeting frequency was found to have an insignificant effect on 

financial performance, companies should focus on improving the effectiveness 

and quality of board meetings rather than concentrating only on the number of 

meetings held. Board meetings should be strategically focused and provide 

opportunities for directors to evaluate organizational performance, assess risks, 

review investment decisions, and develop long-term strategies. In the 

agricultural sector, where firms are exposed to climate risks, production 

uncertainties, and commodity price fluctuations, boards should ensure that 

meetings address emerging challenges and support proactive decision-making. 

Therefore, governance effectiveness should be measured by the quality of board 

engagement and decision outcomes rather than meeting frequency alone. 

The study found that company size positively influences financial performance, 

indicating that larger firms benefit from economies of scale, stronger resource 

capacity, and improved access to strategic opportunities. Therefore, agricultural 

companies should focus on strengthening their operational capabilities, 

improving resource utilization, adopting innovative technologies, and expanding 

market opportunities. Smaller agricultural firms can improve competitiveness 

through strategic partnerships, joint ventures, and collaboration arrangements 

that allow them to access resources, expertise, and markets that may otherwise 

be difficult to obtain independently. 

Although leverage was found to have a negative but statistically insignificant 

effect on financial performance, companies should continue to adopt prudent 

financial management practices. Agricultural firms should carefully evaluate 
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debt financing decisions by considering cash flow patterns, production risks, 

interest rate exposure, and market uncertainties. Given the vulnerability of 

agricultural businesses to climatic and economic shocks, excessive dependence 

on debt financing may increase financial pressure and reduce organizational 

flexibility. Firms should therefore strive to maintain optimal capital structures 

that balance the benefits of debt financing with potential financial risks. 

The findings also have implications for policymakers and corporate governance 

regulators in Eswatini. Governance frameworks should move beyond 

compliance-based requirements and emphasize the effectiveness of governance 

practices. Regulatory bodies should encourage director training, board 

evaluation mechanisms, disclosure of governance effectiveness indicators, and 

stronger accountability systems. This would ensure that corporate governance 

practices contribute meaningfully to organizational sustainability and financial 

performance rather than serving only as formal regulatory obligations. 

5.3 Directions for Future Research 

Future research should extend this study by examining corporate governance 

practices across a wider range of industries in Eswatini. Since this study focused 

specifically on listed agricultural companies, future studies could include firms 

from sectors such as manufacturing, financial services, tourism, 

telecommunications, and energy. A broader sectoral analysis would provide a 

more comprehensive understanding of whether the relationship between 

governance mechanisms and financial performance varies according to industry 

characteristics and operating environments. 

Future studies should also investigate the mechanisms through which corporate 

governance influences financial performance by incorporating mediating and 

moderating variables. While this study examined the direct effects of governance 

characteristics on financial performance, future research could explore whether 

factors such as internal audit effectiveness, risk management practices, 

sustainability reporting, innovation capability, and organizational resilience 

mediate these relationships. Similarly, variables such as ownership structure, 

regulatory quality, environmental uncertainty, and institutional factors could be 

examined as moderators that influence the strength and direction of governance-

performance relationships. 

Further research should consider adopting qualitative and mixed-method 

approaches to provide deeper insights into the reasons behind the observed 

relationships. Quantitative measures of board characteristics may not fully 
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capture the actual effectiveness of governance practices. Interviews with board 

members, senior executives, regulators, and institutional investors could provide 

valuable perspectives regarding board dynamics, director effectiveness, decision-

making processes, and governance challenges within emerging market contexts 

such as Eswatini. 

Future research should also move beyond structural board characteristics and 

examine behavioural and competency-based aspects of corporate governance. 

This study focused on measurable attributes such as board independence, board 

size, and meeting frequency; however, factors such as director expertise, board 

diversity, leadership style, board culture, ethical orientation, and strategic 

involvement may provide stronger explanations of governance effectiveness. 

Understanding these qualitative dimensions would contribute to a more 

comprehensive view of how boards influence organizational performance. 

Comparative studies across African countries are also recommended. Future 

researchers could compare corporate governance practices and their effects on 

financial performance in Eswatini with other emerging markets such as South 

Africa, Botswana, Ghana, Kenya, and Namibia. Such comparative studies would 

help determine whether institutional environments, governance regulations, 

ownership structures, and economic conditions influence the effectiveness of 

corporate governance mechanisms. 

Future research should also consider longer longitudinal studies using extended 

panel datasets to examine the long-term impact of governance reforms on 

financial performance. While this study provides evidence based on available 

panel data, longer observation periods would allow researchers to determine 

whether governance improvements lead to sustained financial performance over 

time rather than short-term changes. 

Finally, future studies should incorporate sustainability and Environmental, 

Social, and Governance (ESG) dimensions into corporate governance research. 

Agricultural companies are increasingly affected by environmental challenges, 

climate change, and sustainability expectations from stakeholders. Future 

research could examine whether effective boards contribute to improved 

sustainability reporting, climate risk management, and long-term organizational 

resilience. Integrating ESG considerations would provide a broader 

understanding of how corporate governance contributes not only to financial 

performance but also to sustainable corporate development. 
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