THE ROLE OF INSTITUTIONAL INVESTORS IN
ENHANCING CORPORATE GOVERNANCE

A Dissertation submitted to the Office of the Dean, Faculty of Management in

Partial fulfilment of the requirements for the Master’s Degree

By

Sanjeeb Bhusal
Exam Roll No: 6184/18
Campus Roll No: 280/074
TU Regd. No: 7-3-39-1331-2017

Shanker Dev Campus

Kathmandu, Nepal
June, 2024



Certificate of Authorship

| hereby corroborate that | have researched and submitted the final draft of dissertation
entitled “ The Role of Institutional Investors in Enhancing Corporate Governance’> The
work of this dissertation has not been submitted previously for the purpose of conferral of
any degrees nor it has been proposed and presented as part of requirements for any other

academic purposes.

The assistance and cooperation that | have received during this research work has been
acknowledged. In addition, I declare that all information sources and literature used are cited

in the reference section of the dissertation.

Sanjeeb Bhusal
June 2024



REPORT OF RESEARCH COMMITTEE

Mr. Sanjeeb Bhusal has defended research proposal entitled " The Role of Institutional
Investors in Enhancing Corporate Governance' successfully. The research committee has
registered the dissertation for further progress. It is recommended to carry out the work as per
suggestion and guidelines of supervisor Joginder Goet Submit the thesis for evaluation and

Vviva-voce examination.

Dissertation Proposal Defended Date:

Joginder Goet

Dissertation Supervisor

Dissertation Submitted Date:

Dissertation Viva-voce Date:

Asso. Prof. Dr. Sajeeb Kumar Shrestha
Head,Research Department




APPROVAL SHEET

We, the undersigned, have examined the thesis entitled ""The Role of Institutional Investors
in Enhancing Corporate Governance " Presented by Sanjeeb Bhusal Candidate for the
degree of Master of Business Studies (MBS Semester) and conducted the Viva voce
examination of the candidate. We hereby certify that the thesis is worthy of acceptance.

Joginder Goet

Dissertation Supervisor

Asso. Prof. Dr. Sajeeb Kumar Shrestha
Chairperson, Research Committee

Asso. Prof. Dr. Krishna Prasad Acharya
Campus Chief



Acknowledgements

This study, titled “ The Role of Institutional Investors in Enhancing Corporate
Governance’’, was conducted to fulfill the partial requirements for the degree of Master of
Business Studies at Tribhuvan University.

First and foremost, 1 would like to express my immense gratitude to my supervisor Joginder
Goet for his invaluable supervision and guidance throughout this study. His continued
support, inspiration, and emotional encouragement have been instrumental in reaching the
completion of this journey. | am also thankful for the support and continuous encouragement
from the faculties of Shanker Dev Campus during my study and the preparation of this
dissertation. | extend my appreciation to the authors and teachers whose knowledge has
contributed to the successful completion of this study. Special thanks to Assoc. Prof. Dr.
Sajeeb Kumar Shrestha, Head of the Research Committee, and Assoc. Prof. Dr.Krishna

Prasad Acharya, Campus Chief, for their guidance and support in completing this work.

| am grateful to the staff members of all the teachers at Shanker Dev Campus, Kathmandu,
who provided valuable assistance in making this dissertation report possible. |1 would also
like to express my sincere thanks to my parents, family members, and friends for their

constant encouragement and inspiration throughout this journey.

Sanjeeb Bhusal

Researcher



Table of Contents

Certification of AUtNOISNIP ........cooviiiiiiie s
Report of Research COMMILEE ..........ccveveviieieeie e
APPIOVal SNEEL.......coivieie e
ACKNOWIEAGEMENTS ...ttt
Table Of CONENL......cciiieiie e
LISt Of TADIES ...t
LISt OF FIQUIE....eceece et
ADDIEVIALIONS ...t
N0 1 Lo SRS SSSN

CHAPTER ONE: INTRODUCTION
1.1 Background of the study

1.2 Problem statement

1.3 Research questions

1.4 Objectives of the study

1.5 Hypothesis

1.6 Rationale of the study
1.7Limitation of the study

CHAPTER II: LITERATURE REVIEW
2.1 Introduction

2.2 Theoretical review

2.3. Empirical review

2.4 Research gap

CHAPTER I1l: RESEARCH METHODOLOGY
3.1 Research design

3.2 Population, sample and sampling design

3.3 Nature and sources of data

3.4 Data collection procedure and instrument

Vi

o o U1 o1 g w B

~

12
20

21
21
21
22



3.5 Data processing procedure
3.6 Methods of analysis

3.7 Research framework and definition of variables

CHAPTER IV: RESULTS AND DISCUSSION
4.1 Results

4.2 Discussion

CHAPTER V: SUMMARY AND CONCLUSION

5.1 Summary
5.2 Conclusion

5.3 Implications

REFERENCES
APPENDIX

vii

22
23
24

27
37

39
40
42



List of Tables

Table 1: Review of literature

Table 2: Cronbach’s Alpha

Table 3: Gender Group of Respondent
Table 4: Age Group of Respondent
Table 5: Education background of Respondent
Table 6: Position of Respondent
Table 7: Job experience of Respondent
Table 8: Descriptive Analysis

Table 9: Model Summary

Table 10: Regression ANOVA

Table 11: Regression Coefficient

viii

16
24
27
27
28
29
29
30
34
35
36



Figurel: Research Framework

List of Figure

24



CED
CSR
FRCN
IMF
OECD
ROE
SPSS

Abbreviations

- And

: Corporate environmental disclosure

: Corporate Social Responsibility

: Financial Reporting Council of Nigeria

. International Monetary Fund
: Organization of Economic Co-operation and Development

: Return on Equity
. Statistical Package for the Social Sciences



Abstract

This study examines the role of institutional investors in enhancing corporate governance. In
particular, it looks into institutional investors, who currently hold a sizable share of Nepal's
equity. Businesses are frequently characterized as ephemeral, narrow-minded owners who
have no desire to participate in governance. We investigate whether institutional owners limit
managerial discretion by limiting earnings manipulation in order to test the veracity of this
claim. Numerous attempts have been made to develop corporate governance (CG) rating
methodologies as a result of institutional investors' need to assess the CG practices of listed
companies. In light of this circumstance, this paper makes an effort to measure how closely
Greek large-cap companies adhere to global best practices. Specifically, we investigate the
connection between accounting behavior measured by discretionary accruals and institutional
ownership. Our results are in line with institutional investors' encouragement of myopic
management practices as well as institutional monitoring. Additionally, we run triangular
tests that look at the effects of managerial discretion on capital market pricing at various
institutional ownership levels. Corporate governance that is efficient and founded on values
is the responsibility of independent directors, institutional investors, and regulators. This

essay discusses activism related to corporate governance.

Keywords: Corporate Governance, Institutional Investors, innovation, innovative culture,

organizational performance.
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CHAPTER |
INTRODUCTION

1.1.Background of the Study

The incidence of corporate frauds in developed and developing countries has led to a
greater emphasis on corporate governance as a screening tool for all enterprises, profit
or non-profit. Friedman (1970), referenced in Chalise (2014), said that fraud
negatively impacted the interests of stakeholders and the performance of corporations,
even forcing some into bankruptcy. Moreover, the organization's incapacity to
manage governance often produced the worst circumstances. For example, One-Tel, a
well-known company, collapsed in Australia in 2001, according to Monem (2001).
With more than a million consumers served across eight countries, it grew to become

Australia's fourth-largest telecommunications firm at the time of its dissolution.

Ghana's economic growth was threatened by the country's escalating energy issue.
Todorovic (2013) pointed out that poor corporate governance has a detrimental effect
on performance. Power outages have been connected to Ghana's persistent energy
issues, which have been ascribed to insufficient management of the country's public
energy sector (Dye, 2023). Since most government agencies have failed to make
energy production economical for the country, the government has entered into a
series of public-private partnerships in an attempt to rectify the situation (Osei-Tutu et
al., 2021). According to a research by Shaheen et al. (2020), companies with greater
governance would also perform better organizationally, especially in Ghana during
the economic crisis. It is regrettable that there is so little study that contrasts corporate

governance.

After analyzing both quantitative and qualitative data, a number of scholars came to
the conclusion that One-Tel is a prime example of unreasonably high expectations,
bad strategic decisions, poor pricing, and unbridled expansion. The following aspects
of the company's corporate governance were woefully deficient: appropriate and
sufficient internal control; high-quality financial reporting and audits; board

supervision of management; poor internal communications; and exorbitant CEO



remuneration. Corporate governance's responsibilities have a big influence on
organizations' financial performance because they set the stage for long-term value

creation and sustainable development (Bai et al., 2023).

Organizations are managing a more dynamic global environment, which makes
effective governance processes more important. Corporate governance is the set of
rules, laws, and practices that regulate and govern corporations (Dewri, 2022). The
primary goal of corporate governance is to provide a long-term, good work
environment while enhancing an organization's internal responsibility, ethics, and
transparency. The link between corporate governance and economic development is
complex. It is important to have a robust board of directors. The cornerstone of
corporate governance, the board of directors is in charge of supervising and making

strategic choices (Mertzanis et al., 2020).

A diverse, independent, and experienced board is more likely to offer effective checks
and balances, reducing management mistakes and upholding financial policies.
Effective governance frameworks promote sensitive financial management by
lowering cash mismanagement (Gerged, 2021). This is necessary for both financial
performance and capital allocation optimization. Transparent financial reporting,
which is essential to effective governance, boosts investor trust and generates profits
when conditions are favorable. In the present economic turmoil, corporate governance
and financial performance are connected. Robust frameworks empower firms to adapt
to market fluctuations, navigate challenges, and seize fresh prospects (Cumming et
al., 2021).

However, incompetent leadership may make economic downturns worse by causing
unstable finances and a decline in morals. Corporate governance today requires social
responsibility. As public expectations have grown, companies are now required to
consider environmental, social, and governance (ESG) issues when making choices.
Sustainable and ethical corporate practices not only lower hazards to the environment
and society but also attract a growing number of socially concerned investors, which
boosts financial success. In a dynamic business climate, a firm's success is heavily

influenced by its financial performance and corporate governance. Sustained financial



success requires a firm to possess resilience, flexibility, and ethics—qualities of a
well-managed business. Effective corporate governance practices in the twenty-first
century help companies achieve long-term financial success. Corporate governance
has a major role in the financial performance of Nepalese commercial banks; this

research examines the variables that impact long-term financial success (Karwowski

Financial disclosure, independence, board size and composition, committees,
diversity, and the fiduciary duties of directors are the cornerstones of good
governance practices, as the modern world has shown. These variables are typically
on the main agendas of most international meetings and conferences, including those
hosted by the World Bank, the International Monetary Fund (IMF), and the
Organization for Economic Co-operation and Development (OECD) (Inyanga, 2009,
as cited in Shungu et al., 2014). Moreover, these organizations see informed corporate
governance norms as critical to helping developing countries recover investor trust,
become more competitive, and promote sustainable economic development
(Cumming et al., 2021).

1.2. Problem Statement

Over the last ten years, Nepal has had a wide range of bank failures. A number of
public enterprises have been placed under the curator's supervision; some have closed,
but many are still coping with difficult circumstances for survival, and most
commentators attribute this to inadequate corporate governance. The economy is not
only impacted by the telecommunications sector; many public and private companies

are also feeling the pinch.

Ghana's economic growth was threatened by the country's escalating energy issue.
Todorovic (2013) pointed out that poor corporate governance has a detrimental effect
on performance. Power outages have been connected to Ghana's persistent energy
issues, which have been ascribed to insufficient management of the country's public
energy sector (Dye, 2023). Since most government agencies have failed to make
energy production economical for the country, the government has entered into a
series of public-private partnerships in an attempt to rectify the situation (Osei-Tutu et

al., 2021). According to a research by Shaheen et al. (2020), companies with greater



governance would also perform better organizationally, especially in Ghana during
the economic crisis. It is regrettable that there is so little study that contrasts corporate

governance.

Academics have debated whether inadequate corporate governance practices are to
blame for an increase in business failures (Palmrose, 2013). The fundamental issue is
that researchers are still unable to agree on the degree of correlation between
organizational performance and corporate governance (O'Connor & Byrne, 2015).
This disparity in research results suggests that business managers may lack the
necessary expertise or may encounter challenges while implementing the best
corporate governance standards (El-Faitouri, 2014). The particular issue, particularly
in Nigeria, is that corporate managers lack sufficient knowledge about the potential
benefits of improved corporate governance as well as how it impacts the performance

of organizations. Despite the fact that many inquiries about the Nigerian

The researcher was motivated by all of this to carefully examine how institutional
investors are improving corporate governance. Within any economy, institutional
investors are the most vulnerable and important segment. Improving corporate
governance may help achieve some of the most important public policy goals for
countries focused on development, such as Nepal. Effective corporate governance
lowers the market's increasing susceptibility to financial crises, upholds property
rights, lowers transaction costs and the capital charge, and leads to the expansion of
the capital market. Conversely, weak corporate governance frameworks undermine

investor trust and may deter foreign investment.

Research Questions
This section deals with the research questions that have been used in this study.
Taking into the consideration, the missing link, objectives and statement of the
problems, this research has been embarked upon to discover the solutions to the
following research questions:
i.  What is the role of institutional investors in enhancing corporate governance?
ii. Does relationship among factor of institutional investors in enhancing

corporate governance in Nepal?



iii. What is the impact of institutional investors in enhancing corporate

governance?

1.3. Objectives of the Study
The main purpose of this study is to examine the corporate governance practices in
context to Nepal. To achieve this basic objective, the specific objective are as

follows:

i To assess the extent to which corporate governance is being practiced in
Nepal.

ii. To examine the relationships among factor of institutional investors in
enhancing corporate governance in Nepal.

iii. To analyze the impact of institutional investors in enhancing corporate

governance.

1.4. Hypotheses

This section deals with the hypothesis and propositions that have been used in this
study. Based on it, following hypothesizes are generated for testing statistical
significance between the variables:

H;. There is significant impact of Board Size on corporate governance.

H2: There is significant impact of Board Independence on corporate governance

H3: There is significant impact of Board Diversity on corporate governance

H4: There is significant impact of Number of board committee on corporate
governance

H5: There is significant impact of Board meetings held in a year corporate
governance

H6: There is significant impact of Innovative Culture on corporate governance

1.5. Rationale of the Study

The variables influencing corporate governance in Nepal are investigated in this
research. To find out the main elements influencing corporate governance, research
has to be done. The goal of this research is to investigate how different variables

affect corporate practice. This will demonstrate the ways in which various elements



impact corporate governance practice. Because it examines the factors influencing
corporate governance, this study will contribute to improving the performance of the
different industry. This research will also shed light on the several aspects that affect
corporate governance in the workplace the most and the least.

The study's conclusions will make a substantial addition to our knowledge of the
problems and the situation of corporate governance today. Because it is one of the few
that has looked at the elements influencing corporate governance, this study may be
generally helpful to academics who are exploring the factors impacting corporate
governance in enhancing business performance. All things considered, this research
gives practitioners a clear understanding of the variables influencing corporate

governance via a thorough portrayal of the subject.

1.6. Limitations of the Study

1. The research is constrained by a time limit, which may impact the depth and

comprehensiveness of the study

N

.The analysis relies on primary data, and any deviation from reality may be

attributed to the subjective nature of respondents' business perspectives.

3. The study considers only a limited set of components as independent
variables, potentially overlooking other factors that could influence corporate
governance.

4. The focus is exclusively on the investing sector, limiting the generalizability
of findings to the broader Nepalese industrial market.

5. The sample collection is restricted to Kathmandu, and the limited sample size
may not represent the diverse sectors adequately.

6. Responses are influenced by the mood, emotions, and mental states of the

respondents during the questionnaire administration, introducing subjectivity

into the results.



CHAPTER 11
LITERATURE REVIEW

The introduction of this section signifies its focus on providing a concise overview of
existing empirical studies that have delved into the subject matter under consideration.
Specifically, the research centers on exploring the influence of corporate governance
on bank performance, a topic that has garnered attention from scholars over an
extended period. The section aims to draw insights from a multitude of studies
conducted in various regions, encompassing both developed and developing
economies. Through this literature review, the intention is to assimilate relevant
findings and perspectives from prior research endeavors, thereby contributing to the
contextual understanding of the impact of corporate governance on bank performance.
The studies chosen for review likely present diverse methodologies, findings, and
conclusions, offering a comprehensive examination of the subject's shades and

complexities.

Improving financial performance and maximizing shareholder wealth are the two
main goals of business (Joseph & Dai, 2009). But achieving these objectives depends
on the caliber of organizational performance (Katou & Budhwar, 2007).
Organizational performance indicators typically include metrics that are pertinent to
the business, such as employee and customer satisfaction levels, effectiveness, and
efficiency. Based on observations drawn from the reviewed literature, it appears that
Nigeria's listed economy employs different levels of corporate governance with regard
to audit committee independence, board independence, CEO status, and board
composition. This landscape is still developing, though, and it is periodically revised
to reflect shifts in Nigeria's economic environment. The Financial Reporting Council

of Nigeria's founding and functioning

The existing body of literature has certain gaps and controversies that highlight the
need for additional research. This study intends to fill this gap by examining the
relationship between corporate governance and the performance of Nigerian listed

non-financial companies. Return on Equity (ROE) and board size have a positive and



significant relationship, according to Kajola (2008), although there are no significant
relationships between ROE and audit committees or board composition. Since small
and medium-sized businesses make up the majority of businesses in Africa, Kajola
suggested giving the study of these businesses more attention.

According to Mudasiru, Babatunde, Bakare, and Ismaeel (2014), corporate
governance improves a number of an organization's performance metrics. Positive
correlations between ownership structure, dividend policy, audit committee size and
independence, CEO tenure, board size, and board management abilities were found to
exist with organizational performance. The authors stressed the audit committee's
critical role in guaranteeing the accuracy of financial statements, which are essential

instruments for stakeholder communication.

The results of Priyanka Aggarwal's (2013) study on the relationship between
corporate governance and financial performance showed that a company's financial
performance is strongly and favorably impacted by its governance rating. This result
is consistent with earlier research highlighting the role that sound governance
procedures play in producing positive financial results. The impact of corporate
governance on the performance of Zimbabwe's telecommunications industries is
examined by Shungu, Ngirande, and Ndlovu (2014). The study employed established
variables such as bank overall performance and impartial variables such as board size,

composition, diversity, and inner board committees.

According to Babalola and Adedipe (2013), the issue of corporate governance gained
international attention following business financial scandals caused by a lack of
accountability and transparency in governance. However, sustainable banking is a
philosophy that forms the basis of all banking; it is a cost system that declares that a
bank's operations should benefit not only its clients and the wider economy, but also
its employees and shareholders, while also preventing or minimizing any unfavorable

effects on society and the environment.

A study by Sapkota et al. (2015) looked at the connection between bank performance

and corporate governance. The bank's efficiency has been measured by non-



performing loans, return on equity, and return on assets; corporate governance has
been measured by board size, institutional ownership, foreign ownership, board
independence, and audit committee. The importance and significance of corporate
governance in Nepal's telecommunications industries were evaluated using a variety
of regression models. The outcome suggests that capital structure in the
telecommunications industry is directly impacted by corporate governance. The size
of the board, the CEO's dual role, tangibility, and return on assets all have a negative
relationship withthe capital structure, but the capital structure has a positive

relationship .

Lama et al. (2015) carried out research to examine the connection between corporate
governance and firm performance. The present analysis has employed various criteria,
including CEO duality, board size, independent directors, leverage, EPS, equity
capital, and total assets, that are known to influence the performance of a company as
measured by ROA and ROE. The purpose of this research is to determine whether
improved corporate governance is associated with improved business outcomes. The
study shows that the company's ROA and ROE, and ultimately the company's
success, are significantly impacted by corporate governance practices. The result
demonstrates that the performance is negatively impacted by the CEQO's dual role, the
number of independent directors, and the amount of debt utilized.

2.1 Theoretical Review

Examining different theoretical stances, frameworks, and models that provide light on
the rules, procedures, and methods of corporate governance is part of a theoretical
study of corporate governance. These theories aid in our comprehension of corporate
governance's justification as well as its effects on stakeholder relations, organizational
performance, and behavior. These are a few well-known theories in the corporate

governance space.

2.1.1 Theories on corporate governance
The relevance of corporate governance is rising, especially in light of insider
surveillance. This section now examines some theoretical stances that are pertinent to

the research at hand. The fundamental ideas of corporate governance, such as resource
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dependence theory, agency theory, stewardship theory, and stakeholder theory, are

given particular consideration.

2.1.1.1 The agency theory

Supporting the interests of managers and managers is the focus of agency theory, as
shown by Jensen and Meckling (1976), Stano (1976), Fama (1980), and Jensen and
Fama (1983). Its foundation is the idea that there is an inherent conflict between an
owner's and management's interests in a company (Fama & Jensen, 1983). Its
foundation is the idea that there is an intrinsic conflict between the management's and
the owner's interests of the company (Fama & Jensen, 1983). Smith (1776) was the
first to document this conflict, and Ross (1973) further investigated it. However, the
significance of this conflict was not acknowledged until the late 1800s and early
1900s, when the growth of capitalism resulted in a widespread division of the
ownership and control functions of the company (Berle & Means, 1932). It is
described as the principal-agent relationship (executives and managers). The
company's owners, or shareholders, appoint the agents and provide them permission

to carry out their duties.

According to the agency hypothesis, shareholders anticipate that the agents will act
and decide in the best interests of the principle. Conversely, judgments made by the
agent may not always be in the principal's best interests. They could be committed to
certain investment initiatives, want to increase their market share, or have other
conflicting goals like raising their compensation. This theory was established by
(Jensen & Meckling, 1976), who contended that agency costs are an unavoidable
aspect of the management/ownership relationship. A number of seminal studies (e.g.,
Fama 1980; Fama and Jensen, 1983; Eisenhardt, 1989) have expounded on this
agency issue and shown that managerial self-interest is evident.

2.1.1.2 Stewardship theory

In contrast to agency theory, stewardship theory posits that managers are essentially
trustworthy individuals and good stewards of the resources entrusted to them
Donaldson (1990), Donaldson and Davis (1991, 1994). Since inside directors spend

their working lives in the company they govern, they understand the business better
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than outside directors and so can make superior decisions. Donaldson (1990),
Donaldson and Davis (1991, 1994). As a result, proponents of stewardship theory
contend that superior corporate performance is linked to a majority of inside directors
as they naturally work to maximize profit for owners. Stewardship theory suggests
unifying the role of the CEO and the chairman so as to reduce agency costs and to
have greater role as stewards in the organization. It is empirically found that the
returns have improved by having both these theories combined rather than separated
Donaldson and Davis (1991).

2.1.1.3 The stakeholder theory

After being firmly established in the management field in 1970, stakeholder theory
evolved throughout time by embracing corporate responsibility to a wide spectrum of
stakeholders. According to Wheeler et al. (2003), the organizational and sociology
fields combined to create stakeholder theory. The role of any group or people
connected to the company is highlighted by the stakeholder theory. This approach
emphasizes how dependent various groups are on the corporation. This idea makes an
effort to address the set of stakeholders that management should and must pay
attention to. According to Clarkson (1995), an organization is a system with
stakeholders and a goal of generating wealth for its constituents. Since stakeholder
theory focuses on the nature of these interactions in terms of procedures and outcomes
for the enterprise and its stakeholders, Freeman (1984) argues that the network of ties
with several groups might impact the decision-making process. Because no group of
interests is presumed to be more important than another, this approach concentrates
on management decision-making and recognizes the inherent worth of all

stakeholders' interests.

2.1.1.4 Resource dependence theory

The resource dependence theory focuses on the board of directors' role in granting
access to resources required to enhance performance, whereas the stakeholder theory
focuses on interactions with several groups. Resource dependence theory, according
to Hillman, Canella, and Paetzold (2000), is centered on the part directors play in
supplying or obtaining vital resources for a company via their connections to the

outside world. Given that resource dependency theory incorporates concepts from
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both sociology and management (Pettigrew, 1992), there is no consensus on what
constitutes an essential resource. Sociologists have a tendency to focus on three
different kinds of links: connections to rivals, access to financing, and the connections
a board makes with the country's business elite (Useem, 1984; Mizruchi & Stearns,
1993). In fact, Johnson et al. (1996) agree that resource dependence theorists
emphasize the appointment of independent organization representatives as a strategy
for obtaining access to resources that are essential to the performance of the
enterprise. Resources are said to improve organizational functioning, a firm's
performance, and its survival; for this reason, a variety of directors are appointed,
each bringing information, skills, and connections to important parties like suppliers,
buyers, policy makers, social groups, and so on. According to Daily et al. (2003),
directors may be divided into four groups: insiders, business experts, support

specialists, and important members of the community.

2.2. Empirical Review

The capacity to satisfy social welfare needs and economic development are favorably
impacted by effective company governance. Wahidahwati (2023) spoke on how
crucial corporate governance is to good business management and sound financial

results.

A research on the effect of corporate governance on the financial performance of
commercial banks in Nepal was carried out by Goet (2022). Because of the existence
of shareholders, depositors, and a great deal of government oversight, corporate
governance, which tries to minimize agency conflicts, may take numerous forms in
banks. The size, independence, and composition of the board, among other internal
and external corporate governance practices, are important components of bank
corporate governance. The report emphasizes how crucial banks' financial health and

effectiveness are to promoting stability and economic growth.

A research on the variables influencing corporate governance and its consequences on
the accuracy of accounting information in Indonesia's reputable enterprises was
carried out by Sinaga et al. in 2022. Protection of the rights and claims of non-

financial stakeholders, such as clients, staff, vendors, and the general public, may be
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aided by corporate governance practices. A sharing rule between financial and non-
financial claimants is specified by corporate limited liability, which may result in
agency expenses. Aiming to strengthen board authority and safeguard shareholders'
interests, modifications to board composition include the creation of committees and

the recruitment of independent directors.

Ali (2021) investigated the function of corporate governance systems in relation to
corporate environmental disclosure in developing economies. Corporate
environmental disclosure (CED) is becoming more and more important as people
become more aware of global climate challenges. CED entails using yearly reports to

inform the public about a company's environmental effect.

According to Dang et al. (2020), Napitupulu et al. (2020) assists management in
reaching organizational objectives, which enhances financial performance and boosts
shareholder value. Stakeholder value is also influenced by environmental performance
and CSR, which encourages investors to respond favorably to the company's shares

and raises its worth.

In the Pakistani telecoms industry, Shamaila (2020) investigated the connection
between corporate governance and corporate social responsibility (CSR). The
practices of corporate governance and corporate social responsibility (CSR) have been
widely embraced and spread across Western nations. Corporate governance has
received a lot of attention in both academic study and real-world applications since
the mid-1980s, according to Levrau (2020), who examined the subject in her paper
"Corporate Governance and Board Effectiveness: Beyond Formalism." In order to
safeguard their interests, stakeholders use procedures known as corporate governance,
which is described as "the ways in which suppliers of finance to corporations assure

themselves of getting a return on their investment."

The variables influencing corporate governance in state-owned firms in Nigeria, with
a particular emphasis on Imo State, are examined in a research by Nwafor et al.
(2017) titled "Factors Influencing Corporate Governance of State-Owned Enterprises

in Nigeria: The Case of Imo State." In order to regain investor trust, corporate
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governance guidelines and practices have been reevaluated in the wake of recent
business catastrophes like Enron and WorldCom. The efficacy of boards of directors
is the central concern of these changes. It has been argued that structural
modifications—such as the recruitment of independent directors and the division of
the CEO and board chairman roles—are crucial steps toward strengthening board

authority and safeguarding the interests of shareholders.

Abriyani (2016) looked at how financial success and sound corporate governance
affected the disclosure of corporate social responsibility in Indonesia's telecom sector.
Since businesses are becoming more aware of their influence on society and the
environment, corporate social responsibility (CSR) practices have become more
popular. International and governmental initiatives like the Paris Agreement and the
Kyoto Protocol place a strong emphasis on reducing greenhouse gas emissions and
their negative effects on the environment (Cadez and Czerny, 2016). The Fargo affair
brought to light persistent problems with illicit and unethical sales practices (Egan,
2016). The term "corporate governance" describes "a set of relationships between an
organization's management, its board of directors, its shareholders and stakeholders
and other relevant bodies” . The need of a formal structure of monitoring,
accountability, and control over organizational choices and resources is emphasized in
this concept. The Japanese, Continental-European, and Anglo-Saxon corporate
governance models may be generally divided into three categories (Nestor &
Thompson, 2000). The Continental-European model is the most widely used of these,
emphasizing that owners actively engage in the management and control of the
company and have comparable interests (Proctor & Miles, 2002).

Olaifa et al. (2015) investigated the variables influencing the corporate governance
framework and financial actions of Nigerian commercial banks. Making wise
financial choices may reduce the likelihood of a firm failing and is essential to bank
success. Appropriate financial techniques may successfully handle challenges such
capital mismanagement, unanticipated expansion, restricted financing availability, and
lack of financial planning. Increasing the effectiveness of corporate governance in

banks may boost customer trust and guarantee smooth banking operations.
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The link between corporate governance and employee job happiness in the Ghanaian
telecommunications industry is examined in a research by Bernard (2014) titled
"Good Corporate Governance and Employee Job Satisfaction: Empirical Evidence
from the Ghanaian Telecommunication Sector.” Employees are often thought of as
the most significant assets in businesses. Their conduct and dedication to the
organization's objectives are critical since they are essential to the day-to-day
operations of a corporation. Good corporate governance is thought to encourage
workers' feeling of corporate responsibility and to reward actions that advance the

goals of the company.

The link between corporate governance and bank performance in Nepal was covered
by Pradhan (2013). Given corporate scams and the need to protect shareholders'
interests, corporate governance has become more important. Corporate governance, as
defined by the Cadbury Report, is the framework that governs how firms are run, with
a focus on safeguarding the interests of shareholders. According to Khatab et al.
(2011), corporate governance is the set of laws, rules, and policies that affect how a
company is run. It is essential to the success of CSR initiatives. Because corporate
governance has such a big influence on organizational success, it has recently been a
study focus (Love, 2011). Good corporate governance standards are generally
recognized to be a key factor in an organization's performance. Sustainability
reporting, which includes CSR disclosure, has evolved into a standard for evaluating a
company's social responsibility. Effective protection for investors is seen as being
provided by the use of sound corporate governance, which boosts their trust and
desire for a respectable return on investment (Juniarti & Sentosa, 2009). Indicators
such as management ownership, institutional ownership, the number of independent
commissioners and commissioners, and the size of the audit committee may be used

to gauge the implementation of corporate governance.
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Table: 1

Summary Empirical Review:

Author(s) Title of Article  Objectives Methodology = Major Findings
Year
Wahidah  Corporate Aims to examine  Purposive Corporate social
wati Governance the effect of sampling responsibility affects firm
(2023) and environmental method, value; the direct effect of
Environmental  performance and multiple GCG is stronger than the
Performance:  good corporate linear effect of GCG through
How They governance on regression CSR.
Affect Firm firm values method
Value mediated by
corporate social
responsibility.
Goet The Impact of  The overall goal is  Correlation Findings reveal that
(2022) Corporate to determine the analysis & board size, firm size,
Governance on characteristics that  Regression foreign ownership, and
Nepalese have a major analysis credit deposit ratio
Commercial impact on the substantially influence
Banks' financial the bank performance
Financial performance of (ROE) of Nepalese
Performance Nepalese commercial banks.
commercial banks.
Judith et  Factors Aims to explain Partial Least Institutional ownership
al., Affecting the factors Square - decrease implies better
(2022) Corporate affecting corporate  Structural corporate governance;
Governance governance and its  Equation more independent
and Its implications for Modeling directors increase good
Implication on  accounting corporate governance.
Accounting information
Information quality.
Quality:

Indonesia



Ali
(2021)

Shamaila
(2020)

Lloyd
and
Virakul,
(2017)

Trusted
Company
Awardees
Factors
affecting
corporate
environmental
disclosure in
emerging
economies —
the role of
corporate
governance
structures
Corporate
governance
and corporate
social
responsibility:
A study on the
telecommunica
tion sector of

Pakistan

Factors
Influencing
Corporate
Governance of
State-Owned
Enterprises in
Nigeria: The
Case of Imo
State

Aims to determine

recent trends,

Financial and

statistical

levels, and patterns tools

of Corporate

environmental

disclosure among a

selected sample of
Jordanian listed

firms.

The article studies
the influence of
corporate
governance on
different corporate
social
responsibility
activities in
Pakistani
organizations.
Obijectives are to
study factors
influencing
corporate
governance in
State-Owned
Enterprises and
understand

disparities within

Deductive
approach,
correlation,
regression

analysis

Grounded
theory method
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Results emphasize the
need for more concerted
efforts to integrate
governance and
environmental
regulations within

company law.

Effective corporate
governance mechanisms
enable organizations to
engage in CSR activities

on a larger scale.

State-Owned Enterprises
need more effective
alliances to prevent
service replication and
increase cost-

effectiveness.



Destya
Ramia
and
Abriyani
(2016)

Olaifa
and
Ajagbe
(2015)

Bernard
(2014)

The effect of
good corporate
governance &
financial
performance
on corporate
social
responsibility
disclosure of
the
Telecommunic
ation company
in Indonesia
Factors
Affecting
Financial
Decisions and
Corporate
Governance
Structure of
Commercial
Banks in
Nigeria

Good
Corporate
Governance
and Employee
Job
Satisfaction:
Empirical
Evidence from

the Ghanaian

the firm.

Aims to provide
insight into
corporate social
responsibility
disclosure in the
Indonesian
telecommunication
sector and assess
the impact of good
corporate

governance.

The main purpose
is to ascertain
factors affecting
financial decisions
and corporate
governance
structure of
commercial banks

in Nigeria.

The study
investigates the
predictive
relationship
between corporate
governance and
employee job

satisfaction.

Correlation
Analysis,
Classic
Assumption
Test,
Hypothesis
Testing

Mean,
standard
deviation,
minimum and
maximum,
correlation

analysis

Mean,
standard
deviation,
correlation,
regression

analysis
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Larger companies and
higher profits do not
guarantee more extensive
disclosure of social
responsibility; annual
reports are not an
efficient tool for
disseminating CSR

information.

The research finds that a
high board size would
significantly reduce
finance decisions,
potentially affecting
overall profit in the long

run.

Good corporate
governance significantly
and positively predicts
employee job
satisfaction, along with
the three dimensions of

corporate governance.



Pradhan
(2013)

Abigail
(2007)

Telecommunic
ation Sector
Corporate
governance
and bank
performance in

Nepal

Corporate
governance
and board
effectiveness:
beyond

formalism

The paper
examines the
impact and
importance of
Corporate

Governance on

firm performance.

The main objective

of this research is

to explain the

differences

between successful

boards and board

failures.

Diagnostic
Tests,
Multicollinear
ity Tests, Unit
Root Tests,
Co-integration
Test, Testing
for
Autocorrelatio
n, Normality
Tests,
Correlation
Analysis
Input-process
output

approach
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The results show that a
larger number of
executive directors lead
to higher non-performing
loans, while a larger
number of independent
directors results in lower

non-performing loans.

The research helps
explain the differences
between successful
boards and board

failures.

2.3. Research Gap

The majority of the literature on corporate governance that is now available

concentrates on the board of directors as a means of resolving agency issues brought

on by the division of ownership and management. Agency theory acknowledges the

inherent conflicts of interest that exist in contemporary organizations; but, more

recently, study has focused on the effects of external and internal variables on

corporate governance, especially in developing nations such as Nepal. This research

highlights the importance of corporate governance for stability and economic growth

by shedding light on the situation of corporate governance in these countries.
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By conducting an empirical analysis of the success of previous and current corporate
governance changes in the Nepalese telecoms industry, this study seeks to close a
research gap. The objective is to assess the results of these changes, pinpoint issues
with their implementation, and make clear how they affect governance procedures. In
order to investigate elements' combined effects on corporate governance, the research
adopts a unique strategy by considering them as independent variables. Furthermore,
it expands its purview by include several telecoms industries, offering a more

thorough comprehension of governance dynamics.

The research aims to shed light on the elements that greatly affect corporate
governance in the industry via an analysis of the interactions between important
variables. Determining and comprehending the relative significance of these aspects
will aid in the creation of focused policies and improvements meant to improve
governance procedures. The ultimate goal of the study is to increase the effectiveness
and prosperity of Nepal's public sector by offering evidence-based suggestions for
improved corporate governance within the framework of changing economic

environments and sector consolidation.
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CHAPTER 111
RESEARCH METHODOLOGY

This chapter explain about the importance and process of entire research methodology

and methods applied for this study.
3.1 Research Design

The aim of the study was to identify the role of institutional investors in enhancing
corporate governance that impacts organizational performance. The survey was
carried out in the form of questionnaire in order to meet the research objectives. A
descriptive as well as causal comperative research design has been carried out for this
research. The data for this research was collected by formulating a set of
questionnaires and the questionnaire were distributed to the respondents. The

questionnaire was self-administered.

3.2 Population, Sample and Sampling Design

In this research the concept of population, sample and sampling design are crucial for
conducting the research. All the institutional investors are considered as the
population. All the employees of the enterprise are huge in numbers. Roscoe (1975)
proposes the rule of thumb for unknown population with minimum sample size of
150. Hence, the sample collected for the study is 250. The sampling technique for this
study follows convenience-sampling method. Convenience-sampling method was

used to select sample.

3.3. Data Collection and Instrumentation

This study was based on primary source of data. Data collection has been done
through the institutional investors. The respondents of the institutional investors
include from different branches of the institution located in Kathmandu valley.

There were structured Likert scale questions for data collection. The study involves
the examination of fifty-five items related to BSZ, BID, BDV, NBCM, BM, INV,
innovative culture, and organizational performance. Each item is extensively
measured using a five-point Likert scale (ranging from 5 for strongly agree to 1 for

strongly disagree). The choice of a five-Likert scale is motivated by several factors,
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including its ability to reduce respondent frustration or irritation, ultimately leading to
improved response quality and enhanced response rates (Sachdev & Verma, 2004).
The corporate governance elements, are adapted from the work of Honghui (2017)
Organizational performance items, is adapted from the studies of Henri (2006) and

Teeratansirikool, Siengthai, Badir, and Charoenngam (2013).

3.4. Data Analysis

Data were processed in systematic manner so that they are accurate and consistent in
order to meet research objectives. To analyze and interpret the data, Microsoft Excel
and SPSS were used. For presentation of data, several tools like tables and diagrams
were used. Moreover, other tools like ANOVA test, t-tests, mean, frequency
distribution, standard deviation, correlation and regression were carried out to draw

the inferences from the collected responses

3.5. Model Specification of Study
A statistical technique called multiple regressions is used to determine a criterion's
value based on a number of independent, or predictor, factors. It is the process of
combining many variables at the same time to determine how and to what degree they
influence a certain result. It may be used to predict how corporate governance policies
would affect the performance of a business. One method for obtaining point estimates
is to employ multiple linear regression analysis.
Regression model
Y=a+ b1 X1+ byXy + b3Xs + baXy + bsXs + bsXs + Eli
Where,
Y = Organizational Performance
X1 = Board Interdependences
X, = Board Size
X3 = Board Diversity
X4 = Number of Board Committees
Xs = Board Meetings Held in a Year
Xe = Innovative Culture
a = Constant

Ei = Error term
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3.6 Reliability & Validity

The degree to which a test or other measuring tool really measures what the
researcher intended it to measure is known as validity. It establishes if a research
really measures what it set out to test or how accurate the findings are. The degree to
which a researcher's measurement accurately captures the features of the phenomena
under study is referred to as validity. In a similar vein, in order to establish validity,
the questionnaire was created under the supervision of an export who managed the
process and assisted the researcher in developing a standard set of questions that
address all relevant aspects of the phenomenon under investigation.

The uniformity of measurements across all series is referred to as reliability. Concepts
related to reliability are used to assess the quality of research. They show how
effective a researcher's strategy, method, or test measure is in measuring a particular
item. The constancy of a metric is what reliability is all about. Reliable measurements
are necessary for research. Measurement inaccuracy may be attributed to random
influences that cause measurements to vary depending on the situation. Reputable
measurements are only dependable to the degree that they are trustworthy. The
dependability of this research was established by meticulous development of the
questionnaire, ensuring accurate wording and meaning. In order to identify any
potential misinterpretations of the question, a pilot research was carried out using a
specific sample of responders for the pre-test. Before asking the respondents to
participate, the questionnaire design was completed. Cronbach's Alpha was also
computed for this questionnaire as a reliability test. The dependability of the
instruments utilized was also assessed by calculating the Cronbach's Alpha
coefficient. Following data collection, the reliability of the instruments utilized was

determined by calculating the Cronbach's Alpha coefficient from the respondents.
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The result of the reliability test is shown Table 2:

Table 2

Cronbach’s Alpha test for 250 respondents

Variables Cronbach’s Alpha No. of Items
Board Size 0.748 5
Board Interdependence 0.673 3
Board Diversity 0.658 6
Number of Board Committees 0.693 4
Board Meeting Held in a year 0.691 4
Innovative Culture 0.727 8
Overall 0.776 30

Board Interdependence ~0.673 Board Size 0.748 53 Diversity of Boards 0.6586 Board
Committee Number: 0.693Four Board Meetings in a Year: 0.691 Four Creative
Cultures: 0.7278 Total 0.776 / 30

Table 2 displays the independent variables' Cronbach's alpha coefficient, including
board size, diversity, interdependence, and number of committees as well as number
of meetings held annually and innovative culture. It has a value between 0 and 1 and
is usually related to internal consistency. Cronbach's Alpha values of less than 0.6 are
regarded as bad; values of more than 0.6 but less than 0.8 are seen as acceptable;
values of more than 0.8 are regarded as excellent. Out of all the criteria, Cronbach's
Alpha is regarded as excellent. As a result, it is thought that the research's instruments

are trustworthy.

3.7. Research Framework and Definition of Variables
After the cautious look of articles and research, the following conceptual version is
formulated to demonstrate the connection among corporate governance, banking

overall performance and sustainable banking.
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Figure 1: Research Framework

Independent Variables Dependent Variable

Board Size
Board Interdependence

Board Diversity
Oraanizational Performance
Number of Board Committees

Board Meetina Held in a Year

Innovative Culture

Figure 3.1 Research Framework
Source: Sajjad Nawaz Khan et al., (2019)

Board Size
Board size refers to the number of individuals serving on a company's board of
directors. Board size can influence decision-making processes, communication

dynamics, and overall governance effectiveness within an organization.

Board Independence

Board independence measures the degree to which members of a board of directors
are independent and not directly affiliated with the company, its management, or
significant shareholders. Board independence is crucial for ensuring unbiased
decision-making and effective oversight of management actions, reducing potential

conflicts of interest.

Board Diversity

Board diversity involves the inclusion of individuals from different backgrounds,
experiences, and demographics on a company's board of directors. A diverse board
brings varied perspectives, skills, and insights, contributing to better decision-making

and governance outcomes.
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Number of Board Committees

The number of board committees represents the specialized groups formed within the
board to address specific functions or tasks, such as audit committees, compensation
committees, or governance committees. Board committees enable more focused

attention on critical aspects of governance, providing expertise in specialized areas.

Board Meetings Held in a Year

Board Meetings Held in a Year indicates the frequency with which the board of
directors convenes for formal meetings within a specific time frame, usually a year.
The frequency of board meetings influences the board's ability to address emerging
issues, make strategic decisions, and maintain effective communication with

management.

Innovative Culture

Innovative culture refers to the shared values, attitudes, and practices within an
organization that encourage and support creativity, experimentation, and the
generation of new ideas. An innovative culture fosters an environment where
employees feel empowered to contribute novel solutions, driving the organization's

adaptability and competitiveness.

Organizational Performance

Perceived organizational performance reflects the subjective assessment of how well
an organization is achieving its goals and objectives, as perceived by individuals
within or associated with the organization. This variable captures the subjective
evaluation of the organization's success and effectiveness, considering factors beyond

traditional financial metrics.
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CHAPTER IV
RESULT AND DISCUSSION

The analysis, debate, and interpretation of the data-driven results are presented in this
chapter. The primary data used in the study were obtained from respondents'
completed questionnaires. Software known as the Statistical Package for the Social
Sciences (SPSS) is used to examine the data. Tables and a picture are included with
the data to make interpretation easier. The meaningful association between various
variables has also been examined using the mean, standard deviation, and frequencies.

A lot of tables and figures are employed in the data analysis.

4.1 Presentation of Results

A total of 250 replies were gathered for this research, and the participants were
reached directly or via various social media platforms to get the printed and online
version of the questionnaire. A total of 250 respondents, who worked for institutional

investors, were questioned about their understanding of organizational performance.

4.1.1 Gender Group of Respondent

The respondent's age group is shown in Table 3. There were 93 female and 157 male
replies out of a total of 250 respondents. The outcome reveals that men made up the
majority of responders.

Table 3

Gender Group of Respondents

Gender Group Frequency Percent
Male 157 62.8
Female 93 37.2
Total 250 100

Sources: Field Survey, 2024
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4.1.2 Age of Respondents

The respondent's age is shown in Table 4. 28 out of 250 respondents were under 30,
while 109 were between the ages of 31 and 40. The age range of 113 responders was
41 to 50. The result reveals that the age range of the largest number of employees was
41 to 50.

Table 4

Age Group of Respondents

Age Group Frequency Percent
Less than 30 28 11.2
31-40 109 43.6
41-50 113 45.2
Total 250 100

Sources: Field Survey, 2024

4.1.3 Education Background of Respondents

Table 5 displays the respondent's educational background. Two responses, out of 250,
passed the Intermediate pass. 77 responders have a bachelor's degree. A total of 168
responders have a master's pass. The outcome demonstrates that the greatest
proportion of employees have master's degrees.

Table 5

Educational Background of Respondents

Educational Background Frequency Percent
Up to Intermediate 5 2.0
Bachelor 77 30.8
Master 168 67.2

Total 250 100

Sources: Field Survey, 2024
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4.1.4 Position of Respondents

The respondent's occupation is shown in Table 6. Five respondents—or five out of
250—were executives. Of those surveyed, 99 worked as managers. Of those
surveyed, 146 were officers. The outcome demonstrates that officers made up the
largest group of employees.

Table 6

Position of Respondents

Position Group Frequency Percent
Executive 5 2.0
Manager 99 39.6
Officer 146 58.4
Total 250 100

Sources: Field Survey, 2024

4.1.5 Job Experience of Respondents

The respondent’'s work experience is shown in Table 7. Nine of the 250 respondents
had fewer than five years of work experience. Of the responders, 113 had five to ten
years of work experience. Seven respondents had work experience of seven years,
whereas 121 respondents had 11-15 years of work experience. According to the
results, the greatest number of employees had five to ten years of work experience.
Table 7

Job Experience of Respondents

Job Experience in year Frequency Percent
Less than 5 9 3.6
5-10 113 45.2
11-15 121 48.4
16-20 7 2.8
Total 250 100

Sources: Field Survey, 2024
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4.2 Descriptive Statistics

The descriptive analysis of the information gathered throughout the study process via
the questionnaires is covered in this part. The field of descriptive statistics involves
the quantitative depiction of the principal characteristics of a dataset. Simple
summaries of the sample and the observed data are provided by descriptive statistics.
We may rationally simplify vast volumes of data related to these variables with the
use of descriptive statistics. The respondents were asked "Five Point Likert Scale"”
questions for this purpose, which rated from 1, 2, 3, 4, and 5 for strongly disagree,
disagree, neutral, agree, and strongly agree. There were 250 responses to each
question item. The following independent variables—board size, board
interdependence, board diversity, number of committees, number of board meetings
held annually, and innovative culture—describe the elements influencing
organizational effectiveness. Similarly, organizational performance is referred to as

the dependent variable. The numbers below are descriptive.

Table 8
Descriptive Statistics

N Minimum Maximum  Mean  Std. Deviation
B S 250 6.20 21.00 15.2112 3.15285
B I 250 2.67 11.67 7.7467 2.07098
B D 250 8.33 2550 18.4073 3.70073
N_BC 250 4.00 16.25 11.3560 2.69086
B M 249 4.00 16.25 11.3554 2.68455
I C 250 10.13 34.63 25.4795 4.81879
O-P 250 10.63 34.63 24.1970 4.54510

The average and standard deviation scores for each attitude item related to
organizational effectiveness are shown in Table 8. The respondent's favorable attitude
regarding the organizational performance in Nepal is shown by the overall mean of
25.4795 for the Innovative Culture.

The elements under the descriptive statistics of organizational performance that are
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coded O-P, B_ D, B_S, N_BC, B_M, and B_I were agreed upon by the majority of
respondents, as shown by their respective mean values of 24.1970, 18.4073, 15.2112,
11.3560, 11.3554, and 7.7467. It suggests that the responder has an optimistic outlook
on Nepal's organizational performance. They also agreed that it is a good idea to
include employees in performance-related activities and that involvement in
organizational activities is sensible and meaningful. 25.4795. In light of this, it may
be said that the worker's job performance benefits the company.

This leads to the conclusion that every variable has good attitudes regarding the
organization's success and is inspired and driven to participate in organizational
performance in Nepal. They are also inspiring those around them, including their

family, friends, and coworkers, to do well in organizations.

4.3 Correlation Analysis

This component of the investigation includes every statistical analysis performed to
confirm the hypothesis and identify the organizational element. To find relationships
between the independent and dependent variables, a Pearson correlation test was also
performed. A bivariate study called correlation quantifies the direction and degree of
link between two variables. A higher correlation coefficient indicates a more robust
association between the two data sets. There is no relationship between the two
variables when the correlation is zero; a perfectly linear positive or negative
relationship exists when the correlation is one or minus one; a positive relationship
exists when the correlation is greater than zero; a negative relationship exists when

the correlation is less than zero.
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Table 9

Correlation Matrix

Variables B-S B-l B-D N-BC B-M I-C O-P
B-S 1 .324**  464**  226*%*  .426* J66**  .268**
B-1 1 373*F* 227 392**  300**  .101**
B-D 1 .269**  505** 426> .253**
N-BC 1 229*%*  215%*%  141**
B-M 1 596**  .b48**
I-C 1 164**
O-P 1

*, Correlation is significant at the 0.01 level (2-tailed).
*, Correlation is significant at the 0.05 level (2-tailed).

Source: Data Analysis (field survey 2024)

Table 9 demonstrates that there is no association between organizational success and
board size, interdependence, diversity, number of committees, number of meetings
held annually, and innovative culture. 268, 0. 101, 0. 253, 0. 141, 0. 548, as well as 0.
164, in that order. These high degree positive correlations show that the variables
have a link that changes in the same direction, and the coefficients are significant at
the 5% and 1% levels. These noteworthy coefficients suggest that there is a
considerable correlation between organizational success and board size, diversity,
interdependence, number of committees, number of meetings held annually, and

innovative culture.

Board interdependence, board diversity, and innovative culture with technology have
high degree positive correlations (r = 0.101, 0.253, and 0.548, respectively) that show
that the variables have a similar direction-changing relationship and that the
coefficients are significant at the 5% and 1% level. These noteworthy coefficients
suggest that there is a connection between organizational success and the following
factors: innovative culture, number of board meetings held annually, diversity,

interdependence, and size of the board.
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High degree positive correlations between the variables show that they have a link
that changes in the same direction, and the coefficients are significant at the 5% and
1% levels. These noteworthy coefficients suggest that the variables have a positive

association with one another.

4.4 Regression Analysis

A collection of statistical procedures known as regression analysis is used to
determine the correlations between a dependent variable and one or more
independent variables. It includes a range of methods for assessing and modeling
different factors. An investigation of correlation can only ascertain if

If two variables are closely related, or not. A correlation coefficient suggests that
two variables are strongly correlated, but it is impossible to pinpoint the exact nature
of that link. Regression analysis sheds further light on the nature of the link in this

instance. It's used to forecast and describe the nature of a connection.

Regression analysis was used in this research to evaluate the hypothesis. This section
identifies which independent variable accounts for the variation in the dependent
variable, how much of the dependent variable's variability is accounted for by the
independent variables, and which variables are significant (relative to other factors)
in accounting for the dependent variable's variability. The link between the
dependent variable (organizational performance) and the independent factors (board
size, board interference, board diversity, number of board committees, number of
board meetings held annually, and innovative culture) was determined using linear
regression analysis. Because of its accessibility, ease of interpretation, scientific

acceptability, and simplicity, linear regression is a more appropriate method.

Multiple Regression Model

Y=a+ by Xq+ boX; + b3Xs + bsXy + bsXs + bgXs + Ei
Where,

Y = Organizational performance

X1 = Board Size

X, = Board Interdepence
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X3 = Board Diversity

X4 = Number of Board Committees
Xs = Board Meeting Held in a year
X = Innovative Culture

a = Constant

Ei = Error term

Tables below show the findings of regression analysis between independent and

dependent variables.

Table 10

Model Summary

R R Square Adjusted R Square Std. Error Durbin-Watson
Of the estimation

0.334* 0.111 0.089 4.32171 1.907

a. Predictors: (Constant), Board Size, Board Interdepence, Board Diversity, Number
of Board Committees, Board Meeting Held in a year, Innovative Culture,
Organizational Performance.

b. Dependent Variable: Organizational Performance.

Source: Data Analysis

The model summary of the component influencing organizational performance is
shown in Table 10. The coefficient of determination is another name for R2. It is a
statistical indicator of how well the regression line fits the data. It may be defined as
the proportion of response variable variation that a linear regression model explains.
The R-square value is a measure of how well a model fits the data; it ranges from 0%
to 100%. Table 4.15 shows that the independent variables, such as Board Size, Board
Interdependence, Board Diversity, Number of Board Committees, Annual Board
Meetings, Innovative Culture, and Organizational Performance, account for 11.1% of

the variation in the dependent variable, or Organizational Performance.

Independent factors such as Board Size, Board Interdepence, Board Diversity,
Number of Board Committees, Annual Board Meetings, Innovative Culture, and

Organizational Performance predict 89% of Organizational Performance after
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correcting for degree of freedom. The standard error of estimate, which is 4.32171 in
the model summary, demonstrates the variability of the observed organizational

performance value from the regression line by 4.32171 units.

Table 11

Regression ANNOVA

Model Sum of Squares Df Mean Square F
Sig.

Regression 566.383 6 99.397 5.054
.000°

Residual 4519.880 243 18.677

Total 5086.264 250

a. Dependent Variable: OP
b. Predictors: (Constant), Board Size, Board Interdepence, Board Diversity, Number
of Board Committees, Board Meeting Held in a year, Innovative Culture,

Organizational Performance

Source: Data Analysis

The ANOVA table's explanation is provided in Table 11. To determine if the model
can be used to the study and whether it is significant overall, an ANOVA table is
utilized. Table 11 result indicates that the p-value is smaller than a, or 0.00 < 0.01.
Thus, at the 1% significance level, the model is significant. Therefore, the data may
be analyzed using a variety of linear models. For the analysis of this research, it is the
best fitting model.
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Table 12

Regression Coefficient

Model Unstandardized  Standardized
Coefficients Coefficient t Sig.
B Std. Error Beta

(Constant) 16.217 1.874 8.652 .000
B-S 386 .141 .269 2.738 .007
B-I 130 150 -.059 -.864 .039
B-D .186 .093 152 1.999 047
N-BC 127 .108 075 1.171 034
B-M 130 126 077 1.035 .032
I-C 125 .089 -.133 -1.396  .004

a. Dependent Variable: O-P
Source: Data Analysis

Higher beta values suggest a more dominating impact of independent factors on the
dependent variable, according to Table 12 of the regression coefficient. With a beta
of 0.386, it can be concluded that board size has the most dominating impact. Board
diversity is next with a beta of 0.186, board interdependence is at 0.130, the number
of board meetings conducted annually is at 0.130, the number of board committees is
at 0.127, and innovative culture is at 0.125.

A significant association between the independent and dependent variables is shown
by a significance value less than 0.05. Based on the significance values less than
0.05, it can be concluded that the following factors have a substantial impact on
organizational  performance: number of board committees, diversity,
interdependence, size of the board, number of annual board meetings, and innovative

culture.

The regression equation based on the coefficient of variables can be inferred as:
OP (est.) =16.217+ .386 BS + .130BL+ .186BD +.127 NI +.130 BM + .125 IC
Where,

BS = Board Size

Bl = Board Interdepence
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BD = Board Diversity

NI = Number of Board Committees
BM = Board Meeting Held in a year
IC = Innovative Culture

OP = Organizational Performance

4.6 Discussion

Analyzing the variables influencing organizational performance was the main goal of
the research. It looked at how several independent variables—Ilike board size,
diversity, interdependence, number of board meetings annually, number of
committees, and innovative culture—relate to one another and how that connection
affects the dependent variable of organizational performance. The results show that
the following factors significantly improve organizational performance: number of
board committees, size, diversity, interdependence, and meetings per year; innovative
culture; and number of board meetings. This implies that these variables are important
in determining how Nepalese performance practices are developed.

The results of the regression analysis show that innovative culture, as opposed to
board diversity, interdependence, and number of committees, has the greatest overall
impact on organizational success. The significance values of these factors support the
notion that they have a substantial impact on organizational success. The results are
consistent with a related research on Nigerian state-owned enterprises carried out by
Nwafor (2017), which determined that political influence, board leadership, and
ownership structure were the most important variables. This lends even more
credence to the significance of these elements inside the framework. The results of
Bernard Nmashie Nmai's (2014) study, which also found that board structure and
political influence have a significant impact on the CG of the Nepalese sector, are
consistent with the study's findings regarding the importance of these factors in the
CG of telecommunication. Organizational performance levels may be estimated using
the regression equation that is produced from the coefficients of the variables, taking
into account the independent variables.

Every component seems to be positively correlated with Nepali organizational
success. 250 people in all completed the questionnaire, which was developed based on

a number of research publications. ANOVA and the t-test were used in the hypothesis
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test to determine the association between the direct and indirect variables. A range of
statistical techniques were used to evaluate and interpret the data, and the results were
shown as tables and figures. The respondent’s profile is the subject of the first section
of the conversation. It includes demographic information of responder such as age,
gender, educational background, position, employment experience and understanding
about organizational performance. Following that, a descriptive analysis was carried
out for every one of the organizational performance dependent factors. A t-test was
used to evaluate the association and its significance. To investigate the link between
the study's independent and dependent variables, an additional ANOVA test was run.
In order to determine which variable influences organizational performance,
correlation and regression analyses were performed. People received 250 surveys in
all.
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CHAPTER V
SUMMARY AND CONCLUSIONS

This last chapter provides an overview of the study's implications, conclusion, and
research summary. Three parts provide a summary of the whole chapter. The study
and a broad summary of the research results are provided in the first one. The study's
conclusion is derived in the second part, and some suggestions are made in the third.

5.1 Summary

The primary goal of the research project was to identify the variables influencing
Nepal's organizational performance. Numerous academic works on the topic of
organizational performance were examined in order to respond to this query.
Conversely, research has been done on the idea of organizational performance,
including its dimensions and relationships with other variables. Additionally, six
factors were selected to gauge the effects on organizational performance in light of
the previously mentioned talks. Ultimately, the purpose of the conceptual frame of
reference 6 hypotheses was to address the study issue. The 44-question questionnaire
was modified with the aim of performing the study in order to address research
hypotheses. Groups of workers were among the 300 respondents who received
questionnaires. Following the selection of 250 valid questionnaires, data analysis was
performed on them. Ultimately, the study discovered that every factor significantly
affects organizational success. Several statistical tests were run in order to ascertain
the survey outcome. To find the average value and standard deviation of each variable
under each hypothesis, descriptive analysis was first performed. For each hypothesis,
a minimum of six questions or variables were used. A five-point Likert scale, from
"Strongly Disagree"” to "Strongly Agree,” was used by respondents to provide their
answers. Software programs like Microsoft Excel and SPSS were used to gather the
replies, organize the data, and conduct the analysis. In order to investigate the links
between the independent factors (board size, diversity, interdependence, number of
board meetings conducted annually, number of board committees, and innovative
culture) and the dependent variable (organizational performance), the research used a

variety of statistical techniques.
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To evaluate the relevance and strength of the correlations between the variables,
correlation analysis was performed as part of the study. The results showed that the
following factors significantly improved organizational performance: number of
board committees, size, diversity, interdependence, and meetings conducted annually;
and innovative culture. The modest correlations between these factors indicate their
potential impact on performance methods.

Regression analysis was also used in the research to ascertain the relative
contributions of the independent variables on organizational performance. The
amount and direction of these impacts were shown by the regression coefficients. The
results showed that, in terms of organizational performance, technology had the most
dominating impact, followed by the number of board committees, board diversity, and
board interdependence.

The study's findings added to the body of knowledge by emphasizing the significance
of certain variables in determining organizational performance practices. The results
highlighted that in order to improve performance practices, consideration should be
given to the following factors: board size, board interdependence, board diversity,
number of board committees, number of annual meetings, and innovative culture.
These results may be used as a foundation for further study and provide practitioners
and policymakers useful information on how to improve organizational performance

in Nepali contexts.
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5.2 Conclusions

This study's primary goal was to identify the variables influencing organizational
performance. There is a link between the independent variables and organizational
performance, as shown by analysis. The findings showed that the sector should place
more emphasis on the independent variables since they have a direct bearing on
enhancing organizational performance. In Nepal, successful organizations are more
strongly associated with factors like board size, innovative culture, diversity,
interdependence, number of board meetings held annually, and number of board
committees. This research indicates that each of these characteristics has a major role
in fostering effective organizational performance. These variables affect
organizational performance in Nepal, just as they do in any other nation. These
elements influence the overall efficacy of companies and mold their performance
methods.

Numerous businesses in Nepal have ownership structures that are tightly held or
family-owned, which sometimes results in a concentration of power and insufficient
checks and balances. Insufficient diversity, autonomy, and proficiency within boards
may impact decision-making and supervision in Nepal. In Nepal, cultural elements
including nepotism, hierarchical structures, and conventional business methods might
impede accountability, transparency, and efficient operation. Organizational success
of a corporation is directly impacted by the caliber of its management and leadership.
Performance mechanisms may be compromised by insufficient training and growth,
unethical conduct, and weak leadership. The accountability and openness of
organizations may be influenced by the strength of laws, rules, and enforcement
mechanisms. The state of the Nepali economy and market has an impact on
organizational performance standards. Market competitiveness, capital availability,
and economic stability are a few examples of factors that have impacted how much
emphasis businesses place on high performance. Companies are under pressure from
stakeholders, such as shareholders, staff, clients, and communities, to implement
effective organizational performance standards. The performance of the organization
has improved as a result of their demands, expectations, and action. Organizational
performance is impacted by Nepal's general institutional environment, which includes

the degree of corruption, government policies, and political stability.
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It is crucial to remember that these variables are connected to one another and may
affect organizational performance in both good and bad ways. In order to improve
organizational performance in Nepal, it is necessary to address these variables
comprehensively, including stakeholders, law changes, capacity development, and
awareness campaigns.

Numerous variables have contributed to the linkages and conclusions found in this
study. the noteworthy correlation between organizational sector and ownership
structure. might affect performance procedures. For instance, stronger monitoring
procedures and a distinct division of ownership and control may result in improved
organizational performance. There seems to be strong and capable leadership within
the board of directors based on the favorable association between board leadership
and organizational success. An organization's culture may be shaped by capable and
accountable board members, who can also create transparent performance guidelines
and encourage moral behavior. Political influence and organizational performance
have a positive connection, which reflects the effect of political considerations on the
organizational performance environment. These organizations' accountability
systems, performance frameworks, and decision-making procedures have all been
impacted by political interventions and concerns. The need of adjusting performance
strategies to global trends and technical breakthroughs is highlighted by the favorable
links found between globalization, technology, and organizational performance.
Organizations are exposed to worldwide best practices and standards via
globalization, and technology may improve performance processes' accountability,
transparency, and efficiency.

The study's overall conclusion highlights the importance of many factors, including
board size, diversity, interdependence, number of board meetings annually, number of
committees, and innovative culture, in influencing organizational performance
practices. The results of this study may direct initiatives aimed at improving

performance procedures and overall organizational effectiveness.
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5.3 Implications

In addition to enhancing the organizational component, the research results of this
study provide the following guidelines for comparable future research projects. The
sample size is minimal since this is just an academic research study. A larger sample
size is recommended for professional research in order to reduce error and enhance
the generalizability of the findings.

Only survey forms, feedback forms, and questionnaires were used to get the data. The
answer may be gathered by future researchers using in-depth interviewing approaches
to comprehend the variables impacting organizational success. Having an impartial
and well-rounded board of directors may improve the functioning of the business.
Nepalese firms must to endeavor to choose suitably competent independent directors
who has the ability to provide impartial supervision and strategic direction. The
establishment of an ethical corporate culture that emphasizes responsibility, honesty,
and ethical business practices should be given top priority by Nepalese firms.
Establishing strong standards of conduct and providing staff with ethics training will
help accomplish this.

Subsequent scholars have to carry out comprehensive investigations about the distinct
obstacles and prospects for organizational effectiveness in Nepal. Analyzing the
structural, legal, and cultural aspects of the nation's organizational performance
practices is part of this. For Nepalese firms and politicians, comparative studies that
examine effective organizational performance models from other nations with
comparable socioeconomic features might provide important insights. Furthermore,
researchers may actively advocate for policy changes that promote organizational
performance practices by interacting with regulators, lawmakers, and industry
stakeholders. Research that is grounded on empirical data may serve to emphasize the
significance and possible advantages of successful organizational performance.

Lastly, a suggestion for upcoming researchers is to use a bigger participant sample.
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Annex

Questionnaire

Dear Respondent,

| am sanjeeb bhusal, an MBS student at Shankerdev Campus affiliated to Tribhuvan
University, and I am conducting research on “The Role of Institutional Investors in
Enhancing Corporate Governance”. In this regard, | would request you to spare some
of your valuable time in answering these few questions. | assure you that all
information provided by you in this questionnaire will be kept confidential and used
only for academic purpose. Your kind cooperation will be highly appreciated.
Thanking You

1. Please tick one for each criteria group.

1. 2. Age Group 3. Educational | 4. Position 5. Job Experience

Gender background

1. Male | 1. 30 or less |:| 1.Intermediate |:| 1.Executive Ievel|:| 1. Less than 5 years |:|
[ ] |2 3140 [ ]| 2.Bachelor [ ]| 2.Manager lelevl [] 2 5-10 years []

3. 41-50 [ ]| 3. Master [_]| 3. Officer level [ 3 12-25 years []

2. 4. 51-60 [ 1] 4.phD ] 4. 16-20 years ]

Female | 5.More than 60 [_| 5.More than 20 years [ |
[ ]

2. The following is a list of items relating to the principles of corporate governance.
Please state the extent to which you agree/disagree with the following items as they exist
in your company.

(Please put a tick mark (\) in appropriate box in following statements indicating how

strongly you agree or disagree to the statement.

Q6 Board Size 5 4 3 2 1
Strongly | Agree | Neutral | Disagree | Strongly
Agree Disagree
6a Smaller board enhances | 5 4 3 2 1
organizational performance.
6b Larger size boards are more adept | 5 4 3 2 1
in the provision of resources.
6¢ Large board of directors is prone to | 5 4 3 2 1
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more conflicts among board
members which makes it difficult

to reach agreements

6d

The firm benefit from larger
boards since they provide effective
oversight of management and
increase resource availability in the
organization which leads to the
improvement of organizational

performance

6e

A larger board will bring more
expertise and experience to the

board.

2 B.

Board Independence

5
Strongly
Agree

Agree

3
Neutral

2
Disagree

1
Strongly

Disagree

Ta

The number of executive directors
is higher than that of Non-

Executive Directors..

5

1

7b

The board is more independent
when the proportion of outside

directors increases..

7c

Executive directors are better
placed in handling the affairs of the
organization

since they have a deeper
understanding of the organizations

Operations

2C

Board Diversity

5
Strongly
Agree

Agree

Neutral

2

Disagree

1
Strongly

Disagree

8a

Appointment of board members

has always considered a mix of

5

1
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skills required in the stewardship of

the organization.

8b

The
appointment

board
been

organization’s
process has
political

8c

A member’s academic
gualifications have been considered
before for appointment to the

organization’s board

8d

All  stakeholders have been
involved in the appointment of the

Board.

8e

The board has been composed of

both genders.

8f

All Board members have had

relevant  industry  experience

required to steward the

organization.

2D

Number of board committees

5
Strongly
Agree

Agree

Neutral

2

Disagree

1
Strongly
Disagree

9a

There is an audit committee

established on the board.

5

1

9b

Independent committees would
focus on improving the company

competitiveness and performance.

9c

Audit committee are not effective
against risk they are just

overloaded

9d

The

committees

existence of independent

enhances financial

performance of the organization.

Q3

Board meeting held in a year
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Strongly | Agree | Neutral | Disagree | Strongly
Agree Disagree
10a There is poor attendance in board | 5 4 3 2 1
meetings.
10b All the Board meetings have been | 5 4 3 2 1
relevant to the organization’s
mandate.
10c The Board meetings have been | 5 4 3 2 1
chaired by board members with the
relevant qualifications.
10d There have been other members | 5 4 3 2 1
attending Board meetings even
when they are not gazetted as its
members. The number of board
meetings has an influence on firm
performance
Q3F | Innovative Culture 5 4 3 2 1
Strongly | Agree | Neutral | Disagree | Strongly
Agree Disagree
1la My  organization culture is |5 4 3 2 1
challenging.
11b My organization culture is creative. | 5 4 3 2 1
1lic My  organization culture is |5 4 3 2 1
enterprising.
11d My  organization culture is |5 4 3 2 1
stimulating.
1lle My organization culture is driving. | 5 4 3 2 1
11f My organization culture is risk | 5 4 3 2 1
taking.
11g My organization culture is result
oriented.
11h My  organization culture s

pressurized
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Q3G

Organizational Performance

5
Strongly
Agree

Agree

3

Neutral

2

Disagree

1
Strongly
Disagree

12a

The number of new product in my
organization increase within the

last 3 years

5

1

12b

My organization market share
increase significantly within the

last3 years

12c

My organization market
development increase significantly

within the last 3 years

12d

My organization quality of
product/services of organization

increase within the last 3 years

12e

My organization employee

commitment or loyalty to the
organization increases within the

last 3 years

12f

My organization employee
productivity increase within the last

3 years

129

My organization personnel
development increase the last 3

years

12h

My organization employee job

satisfaction increase the last 3 years
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