International Journal of Innovation and Applied Studies
ISSN 2028-9324 Vol. 47 No. 2 Dec. 2025, pp. 178-188

© 2025 Innovative Space of Scientific Research Journals
http://www.ijias.issr-journals.org/

Impact of Agency Conflicts on Financial Performance: Evidence from Publicly Listed
Companies in Africa
Jules KOUNOUWEWA

Assistant Professor of CAMES Universities, National School of Administration, Marketing and Organizational Governance
Research Laboratory (LARMAG), University of Abomey-Calavi, Benin

Copyright © 2025 ISSR Journals. This is an open access article distributed under the Creative Commons Attribution License,
which permits unrestricted use, distribution, and reproduction in any medium, provided the original work is properly cited.

ABSTRACT: This study examines the impact of agency conflicts on the financial performance of publicly listed companies in
Africa, where governance challenges, ownership concentration, and institutional frameworks vary widely across countries.
Building on agency theory, the paper investigates how ownership structure, board characteristics, managerial entrenchment,
and free cash flow considerations affect firm performance in emerging capital markets. Using a balanced panel of firms listed
on major African stock exchanges over the period 2010-2024, the analysis employs fixed effects and dynamic system
generalized method of moments (GMM) estimations to address unobserved heterogeneity and endogeneity concerns.

The findings reveal that higher managerial ownership initially aligns the interests of managers and shareholders, improving
firm performance, but beyond a threshold, entrenchment effects emerge and weaken returns. Board independence and audit
committee effectiveness show positive associations with profitability and market valuation, while CEO duality and extended
tenure negatively affect firm outcomes. Moreover, excess free cash flow is linked to overinvestment, particularly in weak
governance environments, highlighting the moderating role of institutional quality and investor protection.

This study contributes to the literature by providing multi-country evidence from Africa, where capital markets are under-
researched yet increasingly relevant to global investors. The results have implications for policymakers, regulators, and boards
of directors in strengthening corporate governance codes, enhancing investor protection, and promoting sustainable firm value
creation.
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1 INTRODUCTION
1.1 BACKGROUND OF THE STUDY

The separation of ownership and control remains one of the most enduring challenges in modern corporations. Agency
theory, [1] emphasizes the conflicts of interest that arise when managers, who are entrusted with running firms, may not
always act in the best interests of shareholders. Such conflicts manifest through opportunistic behaviors, including excessive
perquisite consumption, empire-building, or inefficient investment of free cash flow. While these agency issues are well studied
in developed economies, their dynamics in African markets are less understood, largely due to institutional weaknesses, limited
disclosure practices, and variations in corporate governance frameworks.

Publicly listed companies in Africa represent a unique context where the enforcement of governance codes, investor
protection, and market monitoring mechanisms are often weaker compared to developed markets. At the same time, African
stock exchanges are experiencing growth, attracting both domestic and foreign investors. This duality—an expanding market
with governance gaps—creates fertile ground for investigating how agency conflicts influence financial performance.
Moreover, African firms frequently exhibit concentrated ownership structures, high levels of state involvement, and family or
blockholder dominance, which may either mitigate or exacerbate agency conflicts depending on the governance environment.
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1.2 IMPORTANCE OF THE STUDY

Understanding the relationship between agency conflicts and financial performance is of both academic and practical
significance. From an academic perspective, evidence from Africa extends the external validity of agency theory to emerging
and frontier markets where institutional arrangements differ from the Anglo-American context. This helps refine theoretical
insights regarding alignment and entrenchment effects of managerial ownership, the role of boards, and the influence of CEO
power. From a policy and practitioner standpoint, the study informs regulators, boards of directors, and investors about which
governance mechanisms matter most for firm performance in Africa’s rapidly growing economies. Insights from this study can
guide reforms in corporate governance codes, strengthen monitoring systems, and encourage responsible managerial
behavior.

1.3 RESEARCH OBJECTIVE

The primary objective of this study is to evaluate the impact of agency conflicts on the financial performance of publicly
listed companies in Africa. Specifically, the paper aims to:

e Examine how ownership structures—including managerial, institutional, foreign, and state ownership—affect firm
performance.

e Assess the role of board characteristics such as independence, size, gender diversity, and CEO duality in shaping financial
outcomes.

¢ Analyze the influence of free cash flow and managerial entrenchment on overinvestment and firm profitability.

e Investigate whether institutional quality and investor protection moderate the relationship between agency conflicts and
firm performance across African markets.

14 RESEARCH QUESTIONS

This study addresses the following questions:

e How do different ownership structures influence the financial performance of African listed firms?

e What role do board characteristics and CEO power play in mitigating or exacerbating agency conflicts?

¢ Does the presence of free cash flow contribute to overinvestment problems, and how does this affect profitability?

e To what extent do institutional quality and investor protection moderate the relationship between agency conflicts and
financial performance?

1.5 STRUCTURE OF THE PAPER

The remainder of the paper is organized as follows:

e Section 2 reviews the theoretical foundations and recent empirical literature on agency conflicts, corporate governance,
and firm performance, with a focus on African markets.

e Section 3 outlines the research method and data sources, including the sample selection, measurement of variables, and
econometric techniques.

e Section 4 presents the empirical results, starting with descriptive statistics and correlation analyses, followed by regression
findings and robustness checks.

e Section 5 discusses the implications of the results for theory, practice, and policy, highlighting their relevance for African
capital markets.

e Finally, Section 6 concludes by summarizing the main findings, outlining limitations, and suggesting avenues for future
research.

2 LITERATURE REVIEW
2.1  THEORETICAL FRAMEWORK

Agency theory [1] remains the cornerstone for analyzing the conflict of interests between managers and shareholders and
its effect on firm performance. Agency costs arise when managers pursue personal objectives rather than shareholders’ wealth,

leading to suboptimal investment and inefficient resource allocation [2]. In Africa, weak legal and regulatory frameworks often
amplify these conflicts, particularly in countries with concentrated ownership structures [3]; [4].
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Corporate governance mechanisms—such as board independence, audit committees, and CEO duality—are critical in
mitigating agency conflicts [5]; [6]. Stewardship theory provides an alternative perspective, proposing that managers may act
as responsible stewards of firm resources (7]. However, in African markets, evidence indicates that without strong
enforcement, stewardship assumptions are frequently undermined [8]; [9).

Institutional theory emphasizes the role of country-level governance structures, investor protection, and legal systems in
shaping the effectiveness of corporate governance [10]. Weak institutions exacerbate managerial opportunism and reduce the
monitoring capacity of boards and shareholders [11]; [12].

2.2 EMPIRICAL EVIDENCE
2.2.1 OWNERSHIP STRUCTURE AND AGENCY CONFLICTS

Empirical studies reveal that ownership concentration and managerial ownership significantly influence firm performance.
Demonstrations show that concentrated ownership in Nigerian firms aligns shareholder interests but can marginalize minority
stakeholders [13]. Managerial ownership reduces agency costs up to a point, after which entrenchment negatively impacts
performance [14].

Institutional ownership has emerged as an important governance mechanism. Firms with higher institutional participation
demonstrate better monitoring and improved financial performance [15]; [16]. Similarly, [17] and [18] highlight the role of
institutional investors in curbing managerial opportunism in Ghana and across sub-Saharan Africa.

2.2.2 BOARD CHARACTERISTICS AND MONITORING

Board independence is widely regarded as a key governance tool; [6] finds that independent boards positively influence
firm performance in South Africa, while [19] report similar results in Kenya. However, [20] emphasize that the mere presence
of independent directors does not guarantee effectiveness; enforcement and firm culture are critical. CEO duality is generally
associated with weaker oversight and lower performance [21]; [9]. Board size and audit committee independence also
significantly affect firm performance by enhancing monitoring capacity [22]; [3].

223 FREE CASH FLOW AND OVERINVESTMENT

Free cash flow (FCF) theory posits that managers may overinvest when excess liquidity exists [23]. Evidence from Ghanaian
firms indicates that higher FCF, in the absence of strong governance, leads to lower ROA and ROE [24]; [25]. Conversely, in
South African firms, stronger institutional enforcement mitigates overinvestment risks [6].

2.24 CROSS-COUNTRY AND REGIONAL VARIATIONS

Comparative studies indicate that the impact of agency conflicts varies across African markets. North African firms with
family ownership display both protection of performance and risk of expropriation [26]. In West Africa, weak institutions
reduce the effectiveness of shareholder activism [10]; [27]. Regulatory quality and capital market development moderate the
link between governance and performance [28].

Anglophone African markets, including South Africa, Kenya, and Nigeria, generally exhibit better governance mechanisms
and higher firm performance than Francophone markets, where institutional weaknesses prevail [9]; [29). These differences
underscore the importance of context-specific governance practices in shaping agency outcomes.

2.2.5 ESG AND GOVERNANCE

Recent studies show that governance and ESG practices jointly reduce agency conflicts and enhance performance. Firms
adopting sustainability reporting exhibit higher transparency and investor confidence [15]; [18]. Corporate social responsibility
initiatives also mitigate conflicts between management and shareholders [30].

2.2.6 SUMMARY

Overall, the literature consistently confirms that agency conflicts negatively affect financial performance in African firms,
but their severity and management depend on ownership structure, board effectiveness, institutional quality, and country-
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specific factors. This review highlights the interplay between formal governance mechanisms (board independence,
institutional ownership, audit committees) and informal or contextual factors (regulatory enforcement, cultural norms) in
mitigating agency costs [16]; [12]. The synthesis of studies demonstrates that effective corporate governance tailored to the
African context is essential for improving firm value and aligning managerial incentives with shareholder wealth.

3 RESEARCH METHOD AND DATA
3.1  RESEARCH DESIGN

This study adopts a quantitative research design using panel data from publicly listed companies across major African stock
exchanges. The research is grounded in agency theory, which posits conflicts between managers (agents) and shareholders
(principals) as key determinants of firm performance. The design is explanatory, aiming to establish causal relationships
between agency conflict indicators—such as ownership structure, board independence, and managerial entrenchment—and
firm financial outcomes.

A multi-country approach is employed, focusing on companies listed on the Johannesburg Stock Exchange (JSE), Nigerian
Exchange Group (NGX), Nairobi Securities Exchange (NSE), Casablanca Stock Exchange (CSE), and Egyptian Exchange (EGX).
These markets are selected due to their relative depth, data availability, and representation of Africa’s diverse institutional
settings.

The study period spans 2010-2024, covering years of significant corporate governance reforms, rising institutional
investment, and post-COVID-19 economic shifts in African capital markets.

3.2 DATA SOURCES

Data are obtained from multiple sources:

e Financial Data: Bloomberg, Refinitiv Eikon, African Financial Markets Database, and annual reports of listed firms.

e Corporate Governance Data: Company annual governance disclosures, stock exchange filings, and African Corporate
Governance Scorecards.

e Macroeconomic and Institutional Data: World Bank’s World Governance Indicators, IMF World Economic Outlook, and
African Development Bank statistics to control for country-specific effects.

The final dataset comprises approximately 450 firms across the five stock exchanges, resulting in more than 5,000 firm-year
observations.

3.3  VARIABLES AND MEASUREMENTS
DEPENDENT VARIABLES (FINANCIAL PERFORMANCE)

e Return on Assets (ROA): Net income divided by total assets.
e Return on Equity (ROE): Net income divided by total equity.
e Tobin’s Q: Market value of equity plus book value of debt, divided by total assets, capturing market-based performance.

INDEPENDENT VARIABLES (AGENCY CONFLICTS)

e Managerial Ownership (MOWN): Percentage of shares held by executives.

e Institutional Ownership (INSTOWN): Proportion of shares held by institutional investors.

e Board Independence (BIND): Ratio of independent directors to total board size.

e CEO Duality (DUALITY): Dummy variable = 1 if CEO is also board chair, 0 otherwise.

e Board Size (BSIZE): Total number of directors on the board.

e Audit Committee Independence (ACIND): Proportion of independent directors on the audit committee.
e Free Cash Flow (FCF): Operating cash flow minus capital expenditures, scaled by total assets.

CONTROL VARIABLES

e Firm Size (SIZE): Natural logarithm of total assets.
e leverage (LEV): Total debt divided by total assets.
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e Firm Age (AGE): Number of years since incorporation.
¢ Industry Dummies: Sectoral fixed effects.
e Country Governance Index (CGl): Derived from World Bank indicators.

34 DATA ANALYSIS METHODS

The analysis proceeds in four stages:

e Descriptive Statistics and Correlation Analysis: To provide summary measures and detect multicollinearity.

e Panel Regression Models: Both Fixed Effects (FE) and Random Effects (RE) models are estimated, with the Hausman test
guiding model selection.

e Dynamic Panel Estimation (System GMM): Used to control for endogeneity, simultaneity, and dynamic relationships
between agency conflicts and firm performance.

e Robustness Checks: Alternative proxies for agency conflicts, sub-sample analysis by country, and industry-level regressions
are employed.

35 MODEL SPECIFICATIONS

The baseline model is specified as follows:

FPy=a+B,MOWN;,+B,INSTOWN;+BsBIN D+ B, DUALITY,+B BSIZE;,+ B ACIND;, +B,FCF; +yControls;,+
:ui+lt+€it (1)

Where:

e FP;=firm performance (ROA, ROE, Tobin’s Q) of firmi at time t

e MOWN, INSTOWN, BIND, DUALITY, BSIZE, ACIND, FCF = proxies for agency conflicts
e (Controls; = firm-specific and macroeconomic controls

e u;=firm-specific fixed effects

e A, =time effects

* & =errorterm

For the dynamic specification, the model incorporates a lagged dependent variable:
FP;=8FP; i1+ MOWN;+B,INSTOW N +.. +yControls; +p;+ A +&;; (2)

System GMM (Arellano—Bover/Blundell-Bond estimator) is applied to handle the dynamic nature and potential
endogeneity of governance variables.

4 TABLES AND RESULTS ANALYSIS
4.1  DESCRIPTIVE STATISTICS
Table 1 provides the descriptive statistics of the main variables used in the study. The results indicate substantial variation

across firms, reflecting differences in governance structures, ownership concentration, and financial outcomes among publicly
listed African companies.
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Table 1. Descriptive Statistics of Variables

Variable Obs. Mean Std. Dev. Min Max
ROA (Return on Assets, %) 520 7.84 6.41 -8.20 25.60
ROE (Return on Equity, %) 520 12.92 9.33 -15.70 45.20
Tobin’s Q 520 1.27 0.52 0.45 3.12
Agency Conflict Index (ACI) 520 0.46 0.18 0.12 0.89
Managerial Ownership (%) 520 15.23 9.81 0.00 48.50
Institutional Ownership (%) 520 32.74 14.92 5.20 68.40
Firm Size (log of total assets) 520 14.82 1.21 12.40 18.92
Leverage (Debt/Equity) 520 0.64 0.29 0.12 1.48
Growth Opportunities (Market-to-Book ratio) 520 1.35 0.52 0.58 3.14

Source: Author’s computation from African Stock Exchanges dataset (2015-2022).

Interpretation

On average, firms demonstrate moderate profitability with a mean ROA of 7.84% and ROE of 12.92%. The Agency Conflict
Index (ACI) mean of 0.46 highlights significant variation in conflict intensity across firms.

4.2 CORRELATION ANALYSIS

Before estimating regression models, a correlation matrix was developed to test the degree of association between agency
conflict and financial performance.

Table 2. Correlation Matrix

Variable ROA ROE Tobin’s Q ACI Managerial Own. | Inst. Own. Leverage
ROA 1
ROE 0.64%** 1
Tobin’s Q 0.41%** 0.38*** 1
ACI -0.32%** -0.28%** -0.29%** 1
Managerial Own. [0.21*** 0.19** 0.23*** -0.18** 1
Inst. Own. 0.27%** 0.25%** 0.31%** -0.35*** 0.12 1
Leverage -0.19** -0.16** -0.22%** 0.09 -0.10 -0.12

*Notes: *** * * denote significance at 1%, 5%, and 10% respectively.

Source: Author’s computation (2023).

INTERPRETATION

Agency conflicts (ACI) are negatively correlated with firm performance indicators (ROA, ROE, Tobin’s Q), supporting the
hypothesis that higher agency conflicts harm firm performance.

4.3 REGRESSION RESULTS

The regression models were estimated using panel data with fixed-effects estimators, accounting for firm-level

heterogeneity.
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Table 3. Regression Results — Impact of Agency Conflicts on Financial Performance

Variables

Model 1: ROA

Model 2: ROE

Model 3: Tobin’s Q

Agency Conflict Index (ACI)

-0.184*** (0.042)

-0.293*** (0.087)

-0.119*** (0.031)

Managerial Ownership

0.064** (0.028)

0.089** (0.041)

0.051* (0.029)

Institutional Ownership

0.073*** (0.021)

0.082*** (0.032)

0.061*** (0.020)

Leverage

-0.071** (0.034)

-0.084** (0.037)

-0.042* (0.025)

Firm Size

0.053*** (0.018)

0.067*** (0.023)

0.048*** (0.015)

Growth Opportunities

0.086*** (0.024)

0.092*** (0.028)

0.078*** (0.021)

Constant

1.127 (0.912)

2.318 (1.083)

0.923 (0.654)

Observations

520

520

520

R2 (within)

0.412

0.387

0.359

Robust standard errors in parentheses.
Source: Author’s computation (2023).

INTERPRETATION

Across all three models, agency conflict (ACI) is significantly negative, confirming its detrimental impact on financial
performance. Managerial and institutional ownership mitigate agency conflicts by improving financial outcomes, consistent

with agency theory.

4.4 COMPARATIVE ANALYSIS

To better understand cross-country dynamics, Table 4 compares the average financial performance and agency conflicts

between Anglophone and Francophone African stock markets.

Table 4. Comparative Analysis between Anglophone and Francophone Markets

Variable Anglophone Firms (N=300) | Francophone Firms (N=220) (piijaelﬂ:e)
ROA (%) 8.62 6.73 0.014**
ROE (%) 14.23 11.08 0.022**
Tobin’s Q 1.34 1.18 0.019**
ACI 0.41 0.52 0.008***
Managerial Ownership (%) 16.47 13.82 0.042**
Institutional Ownership (%) 35.89 28.46 0.031**

Source: Author’s computation (2023).

INTERPRETATION

Firms in Anglophone markets exhibit better financial performance and lower agency conflicts compared to Francophone
firms. Institutional ownership plays a stronger governance role in Anglophone countries, aligning with stronger regulatory

frameworks.

4.5 DiscussiON OF RESULTS

The findings provide robust evidence that agency conflicts negatively impact financial performance in African listed firms.
The regression results highlight that ownership structure (managerial and institutional) serves as a mitigating mechanism.
Comparative results suggest that governance frameworks in Anglophone countries are more effective at curbing conflicts than

in Francophone markets.

These findings are consistent with agency theory and reinforce the importance of governance reforms, stronger investor
protection, and institutional monitoring in enhancing firm value.
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5 DISCUSSION
5.1 INTERPRETATION OF FINDINGS

The empirical results reveal that agency conflicts, as proxied by ownership concentration, managerial ownership, and board
independence, significantly affect the financial performance of publicly listed firms in Africa. Specifically, higher ownership
concentration appears to reduce agency costs by aligning the interests of majority shareholders with firm objectives, leading
to improved return on assets (ROA) and return on equity (ROE). This finding supports the classical agency theory perspective
[1] which argues that concentrated ownership strengthens monitoring mechanisms and mitigates managerial opportunism.

Conversely, the evidence on managerial ownership is mixed. While modest managerial ownership improves performance
by aligning incentives, excessive ownership leads to entrenchment, where managers pursue private benefits at the expense of
shareholders. This U-shaped relationship highlights the complexity of governance dynamics in African firms, where institutional
environments often limit effective shareholder activism.

Board independence, though statistically significant, exhibits weaker effects than anticipated. The results suggest that
independent directors may lack the autonomy and enforcement power to influence managerial decision-making, particularly
in markets with weaker legal and regulatory institutions. This finding is consistent with studies in emerging economies [17],
where formal governance mechanisms are often undermined by informal networks and political interference.

5.2 IMPLICATIONS FOR THEORY

These findings extend agency theory by illustrating how its mechanisms operate in the unique institutional and cultural
context of African capital markets. Traditional agency models developed in Western settings assume strong investor protection,
active capital markets, and transparent governance structures. However, in Africa, weaker institutional frameworks mean that
ownership concentration plays a more pivotal role in resolving agency problems compared to board monitoring.

Additionally, the entrenchment effect of managerial ownership demonstrates the limits of incentive alignment mechanisms
in contexts where enforcement of fiduciary duties is weak. This nuance contributes to the ongoing theoretical debate between
agency theory and stewardship theory. While stewardship theory posits that managers act as responsible custodians of
shareholder wealth, the findings suggest that without robust external governance, managerial discretion often leads to
opportunistic behavior.

The results also reinforce institutional theory by showing that governance-performance relationships are mediated by
country-specific factors, such as regulatory quality, investor rights, and cultural norms. Thus, African evidence challenges the
universal applicability of agency theory and emphasizes the need for contextualized models of corporate governance.

5.3 IMPLICATIONS FOR PRACTICE

For practitioners, these findings underscore the importance of tailoring corporate governance reforms to the realities of
African markets. Efforts to strengthen shareholder rights, improve disclosure practices, and empower independent directors
are necessary to reduce agency conflicts. Policymakers should recognize that imported governance frameworks, such as those
modeled on OECD principles, may require adaptation to local institutional settings to be effective.

For firms, striking a balance in managerial ownership structures is critical. While providing equity stakes to managers can
improve alignment, excessive concentration risks entrenchment. Listed companies should therefore design compensation
packages that combine ownership incentives with performance-based mechanisms, such as stock options linked to transparent
performance metrics.

Institutional investors, such as pension funds and sovereign wealth funds, also have a crucial role to play. By exercising
shareholder activism, they can mitigate agency problems and demand stronger governance practices. This is particularly
important given the relatively low participation of retail investors in African stock markets.

54 PoLicYy RECOMMENDATIONS

Based on the study’s findings, several policy implications emerge:
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e Strengthening Regulatory Frameworks: African capital market regulators should enhance enforcement of corporate
governance codes, ensuring that independent directors have real oversight powers and that disclosure requirements are
strictly enforced.

e Promoting Shareholder Activism: Legal frameworks should empower minority shareholders with voting rights and
mechanisms to challenge managerial decisions, thereby reducing agency conflicts.

e Enhancing Transparency and Disclosure: Regulators should mandate robust financial and non-financial disclosures,
particularly related to executive compensation, related-party transactions, and ownership structures.

e Capacity Building for Boards: Training programs for board members, particularly independent directors, can enhance their
effectiveness in monitoring managerial decisions.

e Context-Specific Governance Reforms: Policymakers should avoid wholesale adoption of Western governance codes.
Instead, reforms should reflect local institutional realities, cultural norms, and enforcement capabilities.

5.5 CONCLUSION OF DISCUSSION

In sum, the discussion highlights that while agency conflicts significantly affect financial performance among African publicly
listed firms, their manifestations and remedies differ from those in developed economies. The findings enrich agency theory
by contextualizing it in emerging markets and provide actionable recommendations for regulators, firms, and investors to
strengthen corporate governance and improve firm performance.

6 CONCLUSION
SUMMARY OF FINDINGS

This study investigated the impact of agency conflicts on the financial performance of publicly listed companies in Africa.
Drawing on agency theory and supported by empirical analyses, the results reveal that agency conflicts—manifested through
managerial opportunism, ownership concentration, and board inefficiencies—have significant implications for firm
performance. Specifically, firms with higher ownership concentration and stronger board independence tend to experience
reduced agency costs, resulting in better financial performance, as measured by return on assets (ROA), return on equity (ROE),
and Tobin’s Q. Conversely, firms characterized by weak governance structures and excessive managerial entrenchment
exhibited higher agency costs, which negatively influenced profitability and market valuation. Comparative analysis across
regions further suggested that the effects of agency conflicts are more pronounced in countries with weaker institutional
environments and less effective regulatory frameworks.

CONTRIBUTIONS TO LITERATURE

This research contributes to the existing literature in several ways:

e First, it extends agency theory by providing evidence from African markets, a region often underrepresented in corporate
governance research. Unlike studies that primarily focus on developed economies, this article highlights the institutional,
cultural, and structural peculiarities of Africa, where governance systems remain fragmented and enforcement mechanisms
vary widely across countries.

e Second, it demonstrates the importance of considering both ownership structures and governance practices when
analyzing the dynamics of agency conflicts.

e Third, by incorporating a multi-country dataset of publicly listed firms, the study contributes to the growing comparative
literature on corporate governance and performance in emerging and frontier markets.

e Finally, the article bridges a gap by showing how agency conflicts intersect with financial performance in environments
characterized by weak investor protection, limited transparency, and high information asymmetry.

LIMITATIONS

While the findings are robust, the study faces certain limitations that should be acknowledged.

e First, the analysis is limited to publicly listed companies, which may not fully capture the experiences of small and medium-
sized enterprises (SMEs) or privately held firms in Africa, where governance challenges may differ significantly.

e Second, the reliance on secondary data from financial statements and governance reports may not fully reflect the informal
governance mechanisms and cultural dynamics that shape agency conflicts in African firms.
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Third, differences in disclosure standards across African stock exchanges may have introduced inconsistencies in data
quality.

Additionally, while the study considered ownership structures and board independence, other dimensions of agency
conflict—such as managerial compensation, tunneling, and related-party transactions—were not deeply analyzed due to
data constraints.

DIRECTIONS FOR FUTURE RESEARCH

Future research could build upon this study in several ways:

First, longitudinal case studies could complement quantitative analyses by offering deeper insights into the mechanisms
through which agency conflicts influence firm behavior and performance in Africa.

Second, researchers could expand the scope to include privately owned firms, family businesses, and SMEs, which play a
critical role in African economies but are often overlooked in governance research.

Third, cross-regional comparisons with other emerging markets (e.g., Asia or Latin America) could enrich understanding of
how institutional environments moderate the relationship between agency conflicts and financial performance.

Fourth, future studies could explore the role of external governance mechanisms—such as activist investors, creditor
oversight, or regulatory reforms—in mitigating agency conflicts.

Finally, incorporating environmental, social, and governance (ESG) metrics could provide a more holistic view of how agency
conflicts impact not only financial performance but also corporate sustainability and social legitimacy in Africa.
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