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Abstract:

Corporate governance continues to be an essential element towards the success of companies
worldwide. This literature review sought to examine recent studies on the relationship between corporate
governance and firm performance with the aim of identifying gaps and potential research design issues
for future research. In undertaking this review paper relevant articles published between 2020-2024
were selected using Google scholar, Research Gate and Inder science publishers. The initial phase in
evaluating empirical research papers involved examining factors associated with corporate governance
(CG), and firm performance (FP). The subsequent phase involved analyzing research papers by
screening pertinent studies, concentrating on findings associated with corporate governance and firm
performance, to discern prospective research papers. The selection of 50 articles for this literature
review was based on the use of key words. Future research needs to focus on comparison between
different economies and different sectors of production. Future research should examine emerging
trends such as artificial intelligence and digital governance in relation to the impact of corporate
governance on firm performance. Future research is expected to aid regulators, company executives,

and investors in enhancing corporate governance standards and firm performance.
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Introduction

Corporate governance has been perceived as a remedy for corporate scandals and corruption in
numerous nations. Currently, the notion of corporate governance and performance has emerged as a
crucial topic by scholars and the corporate world. The academic discourse surrounding corporate
governance and impact on firm performance, has been thoroughly investigated using various theories
and methodologies. Nonetheless, the findings remain inconclusive, as different studies yield divergent
results and as alluded to by (Al Johani & Atm, 2022),methods for finding the appropriate tools to
guarantee the effective implementation of corporate governance norms within a company remain
unsolved, both conceptually and empirically. Scholars have focused on different economies and different
sectors but the results remained inconclusive (Abueid et al., 2021; Aluoch et al., 2020; Muchtar et al.,
2020). Results varied from that corporate governance and performance have a negative relationship (Al
Johani & Atm, 2022; Nxumalo et al., 2025) whilst other scholars argue that there is a positive relationship
between corporate governance and performance (Dervis Boztosun & Semra Aksoylu, 2016; Dr.
Tahmeena Bibi et al., 2025; Husnah et al., 2023; Ozer et al., 2024). On the other hand some authors

saw no relationship between the two variables.

This literature review is therefore relevant in that it will make a review on the theoratical frameworks
employed, specific governance mechanisms researched on, sample employed, performance
measurement and sector specific differences on the recent articles regarding the relationship between
corporate governance and firm performance. The results of the assessment will provide a
comprehensive knowledge on the nexus between corporate governance and firm performance,

highlighting key insights and research gaps.

The primary objective of this review is to explore and examine the relationship between corporate
governance and firm performance so as to understand why different scholars proffer mixed results on
the relationship between the two variables. More specifically the overall objective of this review paper is
to seek to answer the following key research questions pertaining to the relationship between corporate

governance and firm performance:

e What insights does the existing literature provide about the relationship of corporate
governance and performance?

e What governance attributes do scholars utilize in their examination of corporate
governance?

e What are the existing research gaps and possible future research directions concerning

corporate governance and performance relationship?
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The present study will categorize, synthesize, and examine existing literature, offering a thorough
evaluation of corporate governance mechanisms and firm performance that may assist future research

in this domain.
Methods and Data

This study employed existing literature to comprehend the relationship between corporate governance
and firm performance globally. The researcher performed an extensive literature review of 50 research
papers from the period 2020-20250n the matter. The study aimed to synthesize and assess the current
knowledge regarding the relationship between corporate governance and firm performance and seek
recommendations for further study. The researcher employed a five-step methodology to identify and
assess the quality of the chosen articles, specifically keyword discovery, document collection, document

quality evaluation, data extraction, and data synthesis (Khatib et al., 2022).

The systematic compilation of this literature review article was based on the accredited academic
databases. The researcher rigorously selected peer reviewed articles focusing on the relationship
between corporate governance and firm performance. The framework for the literature review involved
executing a comprehensive search for peer-reviewed articles pertaining to corporate governance and
firm performance in scientific databases including Google Scholar, Inderscience and ResearchGate.
Articles corresponding to the search criteria: “Impact of corporate governance on firm performance”

“Relationship between corporate governance and firm performance,” “Effect of corporate governance
on firm performance,” and “Corporate governance and firm performance” were pursued. Appropriate
combinations of Boolean operators were employed to enhance the searches within the framework of
corporate governance proxies and firm performance. The selection of search terms was informed by a
thorough review of relevant literature and the researcher's accumulated experience in conducting
research. In order to maintain the study's pertinence to the present context and to extract meaningful

insights from recent discoveries, the analysis was confined to articles published from 2020 to 2024.

The initial compilation resulted in over 150 articles, which were meticulously screened and examined
based on their titles, abstracts, and keywords to identify the most relevant ones. Following this process,
42 articles met the inclusion criteria and were selected for further analysis and discussion in this review
study. Additionally, the snowball method was utilized to identify other pertinent articles from the articles
that passed the screening process. By reviewing the references cited in the selected articles, the
researcher identified 10 more articles that were deemed suitable for inclusion. In total, 50 articles and

documents were gathered and incorporated into the literature review for comprehensive analysis.
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Results and Discussion

This section presents an analysis and discussion of the literature review on the nexus between corporate
governance and firm performance. The results and discussion will reference Fischer (2025), who
presented findings according to conceptual, contextual, and methodological limitations. Nevertheless,

the author addressed the conceptual, contextual, and geographical gaps followed by
Conceptual Research Gaps

Several research examined various facets of corporate governance, as delineated by the literature

review presented in the table below:

Concept Author

Board Structure- Ozer et al.,( 2024), Aluoch et al.,( 2020), Aluoch
et al., (2020), Abdu Alkhazaleh et al., (2022),
Keman & Avcl, (2024), Nxumalo et al.,( 2025),
(Husnah et al., 2023), Muchtar et al., (2020),
Atugeba & Acquah-Sam,( 2025), (Ploypailin
Kijkasiwat et al., 2024), Andrinaldo et al., (2024),
Kamila, (2025), Al Johani & Atm, (2022),
(Atugeba & Acquah-Sam, 2024), Omaliko &
Okpala,( 2023), (Maxkamov & Abduraupov,
2022), Abueid et al.,( 2021), Mwanga,( 2024),
Widarwati et al., (2024), Syafa’ah, (2021),
(Urbonavicius & Sekliuckiene, 2024), Dacass et
al., (2024), Gupta & Chauhan, (2023), Tai,
,(2025), Angwaomaodoko, (2024), Sushil Kumar
Pradhan, Ashok Kumar Sar,( 2024), (Hussain &
Mukherjee, 2025), Naim & Aziz, (2024).

Board remuneration, board composition, board
size, board independence, presence of women
on the board, boards diversity, frequency of board
meetings, board committees, board expertise,

racial board diversity

Audit Committees Muchtar et al., (2020), Andrinaldo et al., (2024),
(Dr. Tahmeena Bibi et al., 2025), (Mwanga,
2024), (Angwaomaodoko, 2024)

Ownership concentration (Atugeba & Acquah-Sam, 2025), (Alajmi &
Worthington, 2023), (Mwanga, 2024), (Syafa’ah,
2021), (Pamungkas et al., 2022)
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CEO duality (Atugeba & Acquah-Sam, 2025), (Atugeba &
Acquah-Sam, 2025), Al Johani & Atm, 2022)

Transparency, fairness, responsibility, | Mansour et al., (2022), (Raharjanti & Muharrami,

accountability and independence 2020), Mpora et al., (2025), Larasasti et al.,
(2025)

Shareholder rights (Dr.  Tahmeena Bibi et al., 2025),

(Angwaomaodoko, 2024)

Risk Management committee (Singh et al.,, 2024), (Ramiyati et al., 2025),
(Angwaomaodoko, 2024)

Corporate Social Responsibility Kammoun et al., (2022)

Table 1: Corporate governance variables

The findings suggest that the authors' utilization of proxies for corporate governance exhibits
fragmentation. Whilst most authors utilized board characteristics to assess corporate governance a few
employed CEO duality, shareholder rights, presence of audit and risk management, corporate social
responsibility and the characteristics of corporate governance (transparency, fairness, responsibility,
accountability and independence). However, various proxies for corporate governance also influence
the financial performance of organizations. Consequently, there exists a necessity to develop a thorough
metric for corporate governance to compare it effectively with the financial performance of an
organization. Future research is therefore implored to investigate the synergistic effects of various
governance mechanisms on financial performance, rather than considering them as independent

variables.

The investigation further revealed a growing interest among scholars regarding the effect of board
structure variables as a corporate governance measure. Major focus was primarily on aspects such as
board remuneration, composition, size, independence, the presence of women, diversity, frequency of
meetings, committees, expertise, and racial diversity within boards. However, few individuals then
juxtaposed the performance of organizations with other proxies of corporate governance such as
corporate social responsibility, risk management committee, audit committee, shareholder rights, CEO
duality, ownership concentration, and aspects like transparency, fairness, responsibility, accountability,
and independence. Future investigations should not only concentrate on the attributes of the board of
directors but also compare firm performance with other corporate governance variables that have been

insufficiently examined.
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Kolev et al. (2019) define board committees as subgroups of directors designated for a certain
organizational goal, highlighting their essential role within a board's functionality. Consequently, all board
committees play a vital role as factors of corporate governance. Nevertheless, the literature review
indicates that researchers have concentrated on audit committees (Muchtar et al., 2020; Andrinaldo et
al., 2024; Dr. Tahmeena Bibi et al., 2025; Mwanga, 2024; Angwaomaodoko, 2024) and risk committees
(Singh et al., 2024; Ramiyati et al., 2025; Angwaomaodoko, 2024), while neglecting or minimally
addressing other committees such as the loans review committee, board credit committee,
compensation committee, or the nomination and governance committee, among others. Future study is

thus urged to employ diverse committees in corporate governance.

Below is an analysis of the performance indicators identified in the literature review.

Performance Measure Authors

ROA Ozer et al., 2024; Aluoch et al., 2020; Mansour et al., 2022;
Nxumalo et al., 2025'; Husnah et al., 2023; Ploypailin Kijkasiwat
et al., 2024; Al Johani & Atm, 2022; Atugeba & Acquah-Sam,
2024; Maxkamov & Abduraupov, 2022; Abueid et al., 2021;
Syafa’ah, 2021; Dacass et al., 2024; Pamungkas et al., 2022;
Naim & Aziz, 2024; Almagtari et al., 2021; De Freitas Brandao et
al., 2024.

ROE Ozer et al., 2024; Mansour et al., 2022; Nxumalo et al., 2025;
Husnah et al., 2023; Muchtar et al., 2020; Al Johani & Atm, 2022;
Maxkamov & Abduraupov, 2022; Abueid et al., 2021; Syafa’ah,
2021; Almaqtari et al., 2021; De Freitas Brandao et al., 2024.

Tobin’s q Aluoch et al., 2020; Nxumalo et al., 2025; Andrinaldo et al., 2024;
Kamila, 2025; Mutyarawati et al., 2024; Al Johani & Atm, 2022;
Alajmi & Worthington, 2023; Omaliko & Okpala, 2023; Widarwati
et al.,, 2024; Pamungkas et al., 2022; Naim & Aziz, 2024; De
Freitas Brand&o et al., 2024.

Return on Equity Ozer et al., 2024;

Debt to equity ratio Kammoun et al, 2022; Keman & Avci, 2024; Alajmi &
Worthington, 2023

Current ratio Keman & Avci, 2024;
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Equity Growth rate Keman & Avci, 2024

Earnings per share Husnah et al., 2023; Abueid et al., 2021;
Price to book value Mutyarawati et al., 2024;

Profit sharing ratio Raharjanti & Muharrami, 2020;

Income ratio Raharjanti & Muharrami, 2020;
Investment ratio Raharjanti & Muharrami, 2020
Equitable distribution ratio Raharjanti & Muharrami, 2020

Dividend payout ratio Dr. Tahmeena Bibi et al., 2025;
Company’s sales Urbonavicius & Sekliuckiene, 2024;
Annual sales growth Urbonavicius & Sekliuckiene, 2024

Table 2: Analysis of performance measure

The findings further indicated that most performance measures employed were return on assets, return
on equity and Tobin’s Q , (Mwanga, 2024; Al Johani & Atm, 2022; Atugeba & Acquah-Sam, 2024;
Maxkamov & Abduraupov, 2022; Syafa’ah, 2021), however a few employed other performance
variabbles like earnings per share ,( Ozer et al., 2024), current ratio, debt ratio and equity growth rate,
(Keman & Avcl, 2024) , profit sharing ratios, i income ratios, investment ratios, and equitable distribution
ratios, (Raharjanti & Muharrami, 2020). However there is need to incorporate other non financial
indicators like environmental, social, and governance (ESG) ratings, social metrics customer satisfaction
initiatives or operational metrics. Expansion of the performance metrics can provide a holistic
understanding of the effect of corporate governance on performance. The holistic aspect would assist
in identifying potential risks and opportunities and can assist in having a more accurate and picture of a

business’ performance.

Furthermore, it was observed that some literature (Kammoun et al., 2022) included corporate social
responsibility as a metric for corporate governance. This measure, utilized by one author, is
advantageous as corporate social responsibility initiatives embody ethical practices within a business
organization and should be integrated into decision-making processes and board oversight. Corporate
social responsibilities initiatives represent ethical practices by a business organisation and need be

incorporated in the decision-making processes and board oversight.
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Contextual Research Gaps

The findings of the literature review indicated that most of the research focused on independent sectors
of an economy for example non financial firms , (Ozer et al., 2024; Mansour et al., 2022; Al Johani &
Atm, 2022;),financial firms, (Aluoch et al., 2020; Muchtar et al., 2020; Meirawati et al., 2023; (Raharjanti
& Muharrami, 2020; Dr. Tahmeena Bibi et al., 2025; Singh et al., 2024; Angwaomaodoko, 2024)
,consumer goods sector (Widarwati et al., 2024; Mutyarawati et al., 2024; Andrinaldo et al., 2024),basic
materials sector, (Nxumalo et al., 2025), environmental sector, (Kamila, 2025), manufacturing sector,
(Dervis Boztosun & Semra Aksoylu, 2016, Omaliko & Okpala, 2023, Pamungkas et al., 2022). The first
gap is the necessity to compare two or more sectors of the same economy in order to provide a thorough
analysis of the impact of corporate governance on business performance. Second, there are other
sectors of the economy that contribute to a country's Gross Domestic Product (GDP) that should be

examined, such as agricultural or mining industries, which are rarely explored.

The studies predominantly examine publicly listed companies in general, (Ozer et al., 2024; Abdu
Alkhazaleh et al., 2022; (Keman & Avcl, 2024; Atugeba & Acquah-Sam, 2024; Fischer, 2025; Ramiyati
et al., 2025; Larasasti et al., 2025) neglecting the other ownership structures like the privately owned
companies, state owned enterprises or family businesses. Analysis of firms in these ownership
structures are of paramount importance because they are governed by different regulatory practices
which have an impact on the outcome of the nexus between corporate governance and firm

performance.

The issue of pandemics and natural disasters cannot be overlooked especially with the issue of
environmental changes taking place. The literature review showed that there is limited discussion on
governance challenges and firm performance challenges during the economic crisis and pandemics like
the COVID-19 pandemic. Literature review showed no mention of any financial shocks or economic
downturn thereby providing a gap for future research. Research in this area would assist policymakers
in corpoarate governance and financial policy formulation that would assist in financial stability during

the economic uncertainties.

The literature review concurs that the relationship between corporate governance and firm performance
is mixed. Some research found a positive correlation between corporate governance and firm
performance,( Singh et al., 2024; Mwanga, 2024; Widarwati et al., 2024; Syafa’ah, 2021; Urbonavicius
& Sekliuckiene, 2024; Dacass et al., 2024; Gupta & Chauhan, 2023; Tai, 2025; Ramiyati et al., 2025;
Mpora et al., 2025; Sushil Kumar Pradhan, Ashok Kumar Sar, 2024; Larasasti et al., 2025; Abueid et al.,
2021; Omaliko & Okpala, 2023; Alajmi & Worthington, 2023; Atugeba & Acquah-Sam, 2024; Arora &
Bodhanwala, 2018). On another note other researches noted no significance effect between corporate

governance and firm performance (Aluoch et al., 2020; Abdu Alkhazaleh et al., 2022; Muchtar et al.,
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2020; Ploypailin Kijkasiwat et al., 2024; Andrinaldo et al., 2024; Al Johani & Atm, 2022; Maxkamov &
Abduraupov, 2022; Pamungkas et al., 2022).

However it was noted that the result can be mixed within one research depending on the corporate
governance measure being employed for example on the research conducted by Maxkamov &
Abduraupov, (2022) the results indicated that while there was no significant effect between having
women on the board and firm performance, there was a positive significant effect on performance when
corporate governance was proxied by board size and board independence. In their research on Indian
firms, Hussain & Mukherjee, (2025) also noted mixed results within the same research where the impact
of corporate governance resulted in both positive and negative effect. Board size had a significant effect
on firm performance. However, there was no signinificant effect on firm performance when corporate
governance was proxied by board independence, female directorship, CEO duality and number of board

meetings.

Future research may then need to focus on examining the mechanisms that may give rise to corporate

governance exerting positive and negative effect on performance.

Furthermore results of the literature review noted that mixed results can also arise from the proxy of
performance measure. In their research on Indonesia Manufacturing companies, Pamungkas et al.,
(2022) noted mixed results from the same research whilst the measure of performance was Tobin’s Q,
the results indicated that corporate governance had a negative effect on performance however when
performance was proxied by ROA corporate governance had a positive impact on performance. Future
research need to address the validity and reliability of the various performance measures in relation to

corporate governance.

The investigation revealed further revealed that the same proxy of corporate governance can have
different effects on performance. Whilst Ploypailin Kijkasiwat et al., (2024) and Maxkamov &
Abduraupov, (2022) noted that female directorship had no significant effect on performance, Dacass et
al.,, (2024) in the research on US firms noted a significant relationship between female board members
and firm performance. Furthermore Muchtar et al., (2020) noted that audit committees has no effect on
ROE w

The research indicates that in developed economies, the independence of boards and the presence of
female directors do not exert a substantial direct influence on firm performance; however, they do affect
firm performance indirectly through the channel of corporate innovation. Conversely, a notable direct

correlation exists between these factors and the performance of enterprises in developing nations.

The study revealed that compliance with corporate governance measures does not enhance a firm's

operational success or financial performance (Al Johani & Atm, 2022). Some sectors may be non-
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compulsory to corporate governance hence the need for research in varied sectors of production

because effectiveness of corporate governance can be country or sector specific.
Geographical Context

Furthermore, the literature review highlighted that studies have focused on particular nations, including
India (Singh et al., 2024), Palestine (Abueid et al., 2021), Germany (Fischer, 2025), and Taiwan (Tai,
2025), central and eastern Europe, (Urbonavicius & Sekliuckiene, 2024) along with several other
developed markets. Concentrating on a single country limits the results to one nation. Cross country
analysis is another identified gap. Comparison of corporate governance practices of different countries
allows researchers to understand other factors like cultural differences and understanding of different
business environment. ability to compare with other nations that have varying economic contexts,
hindering the formulation of definitive conclusions regarding the relationship between corporate
governance and firm performance. Furthermore, cross country There is a need to examine and contrast

different nations.

Additionally, the majority of the studies showcase findings from developed nations. However, developing
nations are said to have a weak corporate governance system as proffered by Zagoub (2016). It is
therefore imperative that research be conducted on less developing and emerging markets like Africa
and parts of Asia. The examination of studies related to developing and emerging countries is still
inadequately addressed. Countries and marketplaces possess varying compliance requirements and
board structures, which may variably influence the correlation between corporate governance and
financial performance across nations. Consequently, comparative assessments across established and
emerging markets would provide significant insights into the contextual importance of corporate

governance and business performance.
Conclusion

This study aimed to validate the impact of corporate governance on firm performance, particularly
examining the factors contributing to the inconclusive findings in existing research regarding the
relationship between corporate governance and firm performance. Based on the findings of the study, it
was observed that a significant number of scholars characterize corporate governance through the lens
of board structures, while performance is typically assessed using ROA, ROE, and Tobin’s Q. Empirical
evidence suggests that corporate governance may significantly influence firm performance, or it may
not have any significant impact at all. The study observed that the discrepancies in the findings arise
from variations in the corporate governance proxies used, firm performance variables employed, as well

as factors such as the sector, country, and other environmental influences.
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Despite substantial research on the nexus between corporate governance and performance, several

research gaps remain to be investigated. The subsequent areas require additional investigation;

Although the relationship between corporate governance and performance has been
examined within individual sectors, additional research might compare multiple sectors to
elucidate the connection between corporate governance and performance.

Future study must investigate the impact of corporate governance on business performance
during pandemics, particularly in the context of the ongoing challenges posed by climate
change and unforeseeable events such as COVID-19.

To achieve comprehensive conclusions about the relationship between corporate
governance and business performance, additional study is required to compare either two
emerging or established nations.

Research has demonstrated the utilization of audit and risk management committees as
indicators of corporate governance; hence, subsequent investigation could expand the
scope to encompass additional board committees as proxies for corporate governance
Future study ought to concentrate on developing trends such as artificial intelligence and

digital governance, together with their effects on corporate performance.

Based on the findings of the research; the following are the recommendations proffered;

It is imperative that firms prioritize the enhancement of the application of CG principles,
maintain and guarantee the board's dedication to its obligations.

Boards of directors should ensure regular board evaluations are carried out and guarantee
that the board's performance is evaluated so as to identify areas of improvement.
Management must align executive compensation to performance as board structures tend
to have a significant positive impact on performance.

Shareholders are further encouraged to exercise their voting rights as results have indicated
share ownership to have a significant positive effect on performance.

Investors should conduct due diligence on governace factors before making investment
decisions. Lastly firms are encouraged to consider seriously every corporate governance
proxy as any proxy can have a significant effect on the firm’s performance.

When evaluating performance, firms are advised not to ignore the effects of the economic

environment in which they will be operating as this may have adverse

Additional research is required to examine the influence of corporate governance on the performance

of public entities, including government agencies, state-owned enterprises, and public sector

organizations. Additionally, a comparison of the impact of corporate governance on the performance of

two distinct countries is necessary. Key areas being investigations into governance models, cultural
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contexts, and economic factors influencing the countries. Future studies may examine the influence of
corporate governance on firm performance in times of economic instability, including recessions,

financial crises, or disruptions such as COVID-19.
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