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ABSTRACT

This study investigates how the profitability of listed healthcare services companies can be
improved through corporate governance practices. The research focused on five
purposively selected listed healthcare services companies in Nigerian exchange group plc.
Employing a quantitative research design and utilizing secondary data from financial
statements of selected firms over a twelve-year period from 2012 to 2023, the collated data
were analyzed using descriptive statistics and random effect model. The findings from the
study indicate that board composition and the size of audit committee have a positive
significant effect and potential for improving the companies’ profitability. Conversely, b
oard gender diversity appears to have negative effect and lacks potential for improving the
companies’ profitability. The study recommends that developing guidelines for diverse
board composition and best practices for integrating gender diversity could assist in
proving the companies’ profitability.
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INTRODUCTION

In today's rapidly evolving business landscape, corporate governance has emerged as a crucial
factor in determining business success, including that in the healthcare sector. As healthcare
companies navigate regulatory changes, technological advancements, and shifting patient needs,
strong corporate governance practices are vital for maintaining sustainable profitability. Effective
management and governance within healthcare organizations are essential for maintaining
financial health and public trust (Martinez et al., 2024). Healthcare companies depend heavily on
consumer confidence and the assurance of high-quality service delivery. A loss of public trust can
lead to significant economic disruptions, affecting employees, shareholders, and the broader
economy (Ahmed et al., 2021). As Aksu and Kosedag (2021a) pointed out, the critical nature of
the healthcare sector demanded high levels of transparency and robust governance to prevent the
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widespread consequences of institutional failures, particularly in countries like Nigeria where
economic impacts can be substantial.

Corporate governance serves as a central mechanism for guiding organizational
performance. According to the World Bank, it encompasses systems and processes designed to
ensure transparency, fairness, and accountability (Tolossa, 2021). Effective corporate governance
frameworks can greatly influence corporate performance, especially in the healthcare sector where
trust and operational efficiency are crucial. Research has shown that corporate governance plays
a significant role in enhancing these performance metrics, underscoring the importance of board
composition and audit committees in driving financial outcomes, with performance metrics such
as Return on Assets (ROA), Return on Equity (ROE), Earnings Per Share (EPS), and Profit After
Tax (PAT) critical for evaluating the success of healthcare firms (Bebchuk & Hirst, 2019a).

In Africa, corporate governance has been fraught with significant challenges that hinder
the performance and profitability of corporations (Hung, 2017) One of the major challenges is the
lack of accountability and transparency among board members, leading to decisions that did not
align with the best interests of the stakeholders (Ghezzi et al, 2022). Additionally, there is a
prevalence of weak regulatory frameworks and enforcement mechanisms that have failed to hold
corporate leaders accountable. These shortcomings contribute to an environment where unethical
practices can flourish, further exacerbating the financial instability of corporations (Ghezzi et al,
2022).

The role of audit committees in mitigating these governance challenges is another area of
concern. While audit committees are theoretically positioned to enhance transparency and ensure
accurate financial reporting, their effectiveness in practice remains contentious (Ghezzi et al.,
2018Db). Issues such as a committee’s lack of independence, inadequate expertise, and insufficient
oversight might undermine their potential benefits.

Gender diversity or the presence and representation of women has emerged as a key
component of boardroom diversity in corporate governance in recent years (Qin et al., 2019). It is
often known that gender diversity can help companies by fostering creativity and innovation
through a range of experiences, knowledge, and abilities. Research indicates that having female
directors on senior boards has a good effect on a number of organizational outcomes (Tan et al.,
2022). Research has shown that gender diversity and organizational performance are positively
correlated, suggesting that companies can gain a lot from encouraging gender diversity in the
boardroom (Rahman & Uddin, 2020).

This study's significance stems from its potential to educate business executives and
legislators on the vital role corporate governance plays in raising the profitability of the healthcare
industry. This research focuses on the healthcare services sector within Nigeria, covering
companies listed on the Nigerian Exchange Group plc over a 12-year period of 2012 to 2023. The
sector's substantial market presence and critical role in public health make it a pertinent focus for
this study. The healthcare sector is particularly important due to its critical role in public welfare
and its unique operational challenges. The healthcare sector plays a fundamental role in economic
development, impacting both health outcomes and economic stability of every nation (Hung et al.,
2017).

This study offers practical insights to enhance company supervision, boost financial
performance, and promote sustainable growth in an area vital to the general welfare by identifying
good governance practices. By providing empirical evidence from Nigeria, a context that is
frequently neglected in international studies, the findings add to the larger conversation on
corporate governance.
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Numerous studies indicate that the problem of many companies struggling with poor
profitability often stemmed from board members prioritizing personal interests over the company’s
welfare and engaging in suboptimal governance practices (Ghezzi et al., 2018a). These governance
failures manifest in various ways, including financial distress, erroneous decision-making, and
inadequate risk management. Moreover, the overall impact of corporate governance on company’s
performance is not fully understood, with mixed findings reported in the literature (Ghezzi et al,
2018a). This study thus seeks to investigate the potentiality of improving the profitability of
healthcare services companies through global corporate governance practices.

The study would contribute to the field of services and management by exploring how
corporate governance practices impact the operational and financial performance of healthcare
service providers. By examining the corporate governance practices within this sector, the study
aims to provide insights into how governance mechanisms can be improved to enhance the service
delivery, stakeholder confidence, financial performance and profitability of healthcare companies.
As such, contemporary issues such as digital transformation, regulatory compliance, and
stakeholder engagement would also be addressed.

Objectives of the Study
The primary aim of this study is to explore potential ways to improve the profitability of publicly
traded healthcare services companies through the global corporate governance practices. The
specific objectives are to
a. examine the impact of board composition on the profitability of healthcare services firms
listed in Nigeria;
b. assess the effect of audit committee on profitability of healthcare services firms listed in
Nigeria; and
c. evaluate the influence of gender diversity on profitability of healthcare services firms listed
in Nigeria.

LITERATURE REVIEW

Gap in Literature

A number of research have shown that many companies have struggled with poor profitability
because their board members prioritized personal interests over the company’s welfare and
engaged in suboptimal governance practices (Ghezzi et al., 2018a). However, previous research—
including studies by Hung (2017); Chen, Li and Zhou (2019b); Wilson et al. (2020); De-Villiers
and Dimes (2020a and 2020b); Gond et a.l (2020a and 2020b); Hummels et al. (2021), Tolossa
(2021); Aksu and Kosedag (2021a); Deloitte (2021); Leliefeld and Stockmans (2021); Kang, Lee
and Na (2021); Khan and Habafi (2021); Mansour et al. (2022); Alodat et al. (2022); Ghezzi et al.
(2022); Wajidi and Anis (2023); Zhang, Li and Chen (2023), Smith and Johnson (2023) and
Martinez, Garcia and Lopez (2024)—have predominantly concentrated on specific sectors other
than the health care services sector in Nigeria and other African countries. Additionally, studies of
this nature in Nigeria (e.g., Alodat et al. 2022 and Ghezzi et al, 2022) have not covered health care
services companies for the period of 2012 to 2023 in Nigeria. This study aims to further bridge
these gaps by covering the most recent empirical evidence in order to offer an in-depth analysis of
corporate governance within the Nigerian healthcare services sector.
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Corporate Governance Practices and Profitability

Although there is a wealth of study on corporate governance standards worldwide, few studies
concentrate on how they affect the healthcare industry in Nigeria. Smith and Johnson (2023)
investigated board diversity in South Africa while Martinez, Garcia, and Lopez (2024) examined
governance practices in Brazil. These studies, however, ignore Nigeria's particular socioeconomic
and regulatory difficulties. The literature available on the situation in Nigeria, including that by
Ahmed, Manaf, and AlBattat (2021), have focused on governance in general industries rather than
healthcare services specifically. Furthermore, no current research has looked at Nigerian
governance standards in this area from 2012 to 2023. By addressing the changing dynamics of
Nigeria's healthcare sector and offering a current analysis of governance practices and their impact
on profitability, this study attempts to close these knowledge gaps.

Corporate governance practices refer to the systems and processes by which companies are
directed and controlled using the world governance practice benchmark. It encompasses the rules,
practices, and procedures that ensure transparency, accountability, and fairness in corporate
operations (Michael, 2016; Gond et al., 2020a). In developing countries like Nigeria, where
ownership and management structures often overlap, corporate governance is especially crucial
for mitigating conflicts of interest and ensuring effective oversight (Ghezzi et al., 2018a). Effective
governance structures, including boards of directors and audit committees, play a critical role in
maintaining financial health and organizational integrity (Alodat et al,, 2022). Martinez, Garcia
and Lopez (2024) analyzed the influence of corporate governance practices on the financial
performance of healthcare firms in Brazil. This longitudinal study covered the period from 2010
to 2023 and employed structural equation modeling (SEM). The findings revealed that strong
corporate governance frameworks were positively associated with improved financial outcomes
and a reduced incidence of financial misreporting.

Importance is also placed on the study of the roles and significance of both executive and
non-executive directors, the role of audit committees and effect of gender diversity within the
health care services companies. In recent times, corporate governance has increasingly focused on
boardroom diversity, with gender diversity becoming a prominent aspect (Smith & Johnson, 2023).
A prevailing trend in corporate governance, as advocated by Kang, Lee and Na (2021), is to have
a majority of independent non-executive directors on the boards of listed companies. Their
independence and impartial judgment are seen as critical for protecting stakeholders' interests,
especially investors (Khan & Hanafi, 2021). Qin, Heng & Zhou (2019) note that some investor
groups have called for limitations on the number of non-executive directorships one individual can
hold, a practice referred to as "overboarding." However, Kang, Lee and Na, (2021) argue that the
focus should not only be on the number of board positions but also on a director's capacity, other
commitments, the challenges of the organizations they serve, and their specific competencies.

Profitability is a fundamental indicator of a company's success, reflecting its capacity to
generate earnings and sustain operations over time (Wajdi & Anis, 2023). This concept
encompasses various financial metrics, each offering unique insights into different aspects of a
firm's performance. Among the most common measures are Return on Assets (ROA), Return on
Equity (ROE), Net Profit Margin (NPM), and Profit After Tax (PAT) (Ghezzi et al., 2018b). For
healthcare services firms, profitability is crucial for maintaining operational efficiency and
delivering high-quality services to patients. Profitability ensures that these firms have the
necessary resources to invest in advanced medical technologies, hire skilled personnel, and
improve service delivery (Ahmed et al., 2021).
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Return on Equity (ROE) is a critical measure of profitability that specifically evaluates a
company's ability to generate profits from its shareholders' equity (Wilson et al., 2020). It is
calculated by dividing net income by shareholders' equity (Smith & Johnson, 2023). ROE provides
insight into how effectively a company is using the capital invested by its shareholders to generate
earnings (Hung, 2017). For investors, ROE is a key metric because it indicates how well a company
is performing relative to the equity financing it has received (Zhang et al., 2023). A higher ROE
suggests that a company is efficient in converting the investment into profits, which can be a sign
of strong management and operational efficiency (Chen et al., 2019a). In the context of healthcare
services companies, a high ROE can signal effective use of equity to fund innovations and
expansions, thus enhancing the company's capacity to offer high-quality care and improve patient
outcomes.

Hypotheses Development

A well-composed board facilitates better decision-making by guaranteeing a range of viewpoints
and strong supervision (Bebchuk & Hirst, 2019b). According to earlier research, financial
performance is positively impacted by boards with a larger percentage of independent directors
(Smith & Johnson, 2023). The board is responsible for steering the company, safeguarding its
interests, and promoting transparency (Wilson et al., 2020). Typically, the board includes both
executive and non-executive directors. Non-executive directors, a key aspect of modern corporate
governance, do not have formal employment ties with the organization and have no other
affiliations beyond their directorial role (Hummels et al., 2021). They are often appointed on a
part-time basis and may hold positions such as the company's chairperson or serve on key
committees like the nominations committee, remuneration committee, and audit committee (Kang
et al., 2021). Non-executive directors typically operate part-time and often have various other
commitments, which can limit their ability to fully understand a company's needs and operations
(Mansour et al., 2022).

A pivotal element of corporate governance is the composition of a company's board of
directors. The board's role is to provide strategic direction, ensure effective leadership, oversee
business management, and uphold accountability to shareholders (Hossen & Mollah, 2019). The
challenge is for these directors to acquire sufficient information to exercise diligent judgment,
essential for effective company oversight (Qin et al., 2019). Recent studies continue to build on
these findings. For instance, in 2023, Smith and Johnson examined the impact of board diversity
on financial performance in South African technology companies. Using a mixed-methods
approach combining secondary data analysis and interviews with industry experts, this study found
that diverse boards were more effective in driving innovation and achieving higher financial
performance compared to less diverse boards.

Furthermore, Ghezzi, Corten and Tiala (2022) examined the relationship between financial
success and board independence in European public companies. The study revealed that firms with
independent directors achieved higher stock and financial market values compared to those
without independent directors, emphasizing the value of board independence in enhancing
financial success. Thus, the composition of a company's board is a cornerstone of corporate
governance, involving a delicate balance between executive and non-executive directors (Wajdi
& Anis, 2023). While emphasizing independent non-executive directors reflects a commitment to
good governance, the effectiveness of these directors depends on considering their capacity,
commitments, and competencies (Wilson et al., 2020). This committee must consist of six
members, including three directors and three shareholder representatives (Gond et al., 2020b).
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According to Tan, Lin and Wang (2018), the audit committee operates as an extension of the board
of directors, deriving its authority from the board to execute corporate governance responsibilities.
Based on the above review, the first hypothesis of this research presented as a null hypothesis is
stated below.

HO1: Board composition has no significant effect on the profitability of healthcare services
companies listed in Nigeria.

In order to ensure regulatory compliance, mitigate risks, and oversee finances, audit
committees are essential. Increased profitability and higher-quality financial reporting are
associated with their size and independence (Hung, 2017). In the United States, Hung (2017)
investigated the impact of audit committee vigilance on financial statement fraud. This study
utilized a survey research design and analyzed secondary data through regression models. The
findings indicated that companies with active audit committees were less susceptible to financial
fraud, underscoring the importance of audit committees in maintaining financial integrity and
protecting shareholders' investments. This highlights the crucial role of audit committees in
maintaining financial integrity and safeguarding shareholders' investments. Additionally, Zhang,
Li and Chen (2023) conducted a study on the role of audit committees in mitigating financial risks
in Chinese manufacturing firms. This study utilized a dataset spanning from 2015 to 2022 and
employed panel data regression analysis. The findings indicated that audit committees
significantly reduced financial risk, thereby enhancing firm stability and investor confidence.

Similarly, Wilson, Chakrabarty and Collins (2020) explored the effect of independent audit
committees on the performance of Australian firms. This research employed secondary data and
multiple regression analysis, demonstrating a positive correlation between audit committee
independence and corporate performance. The study concluded that independent audit committees
play a vital role in preventing financial scandals and irregularities. The audit committee advises
and makes recommendations to the board on various responsibilities, ensuring adherence to
regulations and ethical standards, maintaining the independence and competence of internal
auditors, and verifying the accurate preparation of financial statements (Wajdi & Anis, 2023). It
also ensures that executive compensation is fair and professional (Mansour et al., 2022). As a
vigilant monitor of corporate governance, the audit committee ensures the dissemination of
accurate, complete, and reliable information to the public, avoiding speculation or misinformation.
Thus, the next hypothesis of this research is given below.

HO02: Audit committee does not significantly impact the profitability of healthcare services
companies listed in Nigeria.

Having a mix of genders on boards encourages creativity and widens viewpoints, which
could enhance organizational results. Its effect on profitability, however, differs depending on the
sector and cultural setting hence more research is necessary in Nigeria's healthcare sector (Rahman
& Uddin, 2020). Gender diversity refers to the presence and representation of women on corporate
boards (Qin et al, 2019). It is widely acknowledged that gender diversity can benefit businesses by
enhancing creativity and innovation through diverse knowledge, skills, and experiences. Empirical
evidence suggests that women directors in senior board positions positively impact various
organizational outcomes (Tan et al., 2022). Studies such as that by Rahman and Uddin (2020) have
found a positive link between gender diversity and organizational performance, indicating that
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fostering gender diversity in the boardroom can yield significant benefits for businesses. The third
hypothesis for this research is as follows:

HO03: Gender diversity has no significant effect on the profitability of healthcare services
firms listed in Nigeria.

Theoretical Review

This study is pinned on the theoretical framework of stakeholder theory introduced by Freeman
(1984). The stakeholder theory extends beyond the traditional principal-agent relationship to
encompass a wide range of stakeholders, including employees, customers, suppliers, and the
community (Zhang et al., 2023). The theory posits that for companies to achieve long-term
sustainability and profitability, they must consider the interests of all stakeholders in their
governance practices (Zhang et al., 2023). In the context of healthcare services firms, stakeholder
theory emphasizes the importance of ethical governance practices that prioritize patient care and
community well-being alongside financial performance (Zhang et al., 2023).

Shareholder wealth includes both dividends and the appreciation of capital in which
investors have placed their resources (De-Villiers & Dimes, 2020a). The principal-agent
relationship, arising from the separation of ownership and executive decision-making, is at the
heart of corporate governance challenges according to this theory (De-Villiers & Dimes, 2020a).
This separation can lead to a divergence from the ideal of profit maximization. Critics argue that
it is misleading to claim that shareholders are the sole residual claimants, especially when the
company is not facing bankruptcy (De-Villiers & Dimes, 2020a). Shareholders' vulnerability is
not solely due to their specific investments; other stakeholders, such as employees, suppliers, and
various constituencies, also play crucial roles in the firm's success and bear the impact of its poor
performance (De-Villiers & Dimes, 2020a).

Stakeholder theory also delves into how corporate leaders should navigate their business
environments, particularly focusing on the need to prioritize shareholders' interests (Tan et al.,
2018). The core tenet of shareholder theory is that managers have the primary responsibility of
maximizing shareholders' interests within the confines of legality and societal values (Tan et al.,
2018). According to this theory, the main objective of a company is to enhance shareholder wealth,
suggesting that a company's primary purpose is to serve the needs and concerns of its owners (Tan
et al., 2018). Performance under this theory is evaluated by the market value, often referred to as
shareholder value (Tan et al., 2018).

The above literature review indicates clearly that corporate governance should give due
attention to shareholders' interests while not neglecting the legitimate concerns and contributions
of other stakeholders. Stakeholder theory highlights the importance of recognizing the complex
web of relationships and responsibilities within a corporate ecosystem. Ultimately, it advocates for
a balanced approach to corporate governance that takes into account the diverse interests of all
parties involved.

METHODOLOGY

This research employs a quantitative research design for the investigation of these practices on
profitability over time. The data for this research is sourced from secondary materials using panel
data to allow a detailed examination of the effects of corporate governance practices on companies’
profitability, specifically the financial statements of selected healthcare services firms listed on the
Nigerian exchange group (NXG) plc, covering a twelve-year (12) period from 2012 to 2023. The
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dataset provides a thorough overview of the financial performance and governance practices of
these companies.

Panel data also means longitudinal data and integrates cross-sectional and time-series
dimensions by combining observations over time across several subjects (such as people,
businesses, or nations) (Tan et al., 2022). Because it accounts for factors that are not directly
observed but may have an impact on the dependent variable, this data format reduces omitted
variable bias and is very useful in research (Tan et al., 2022). Panel data improves the statistical
power and dependability of results by expanding the sample size (Tan et al., 2022)

The study's population includes all healthcare services firms in Nigeria. From this
population, a purposive sampling method was used to select a sample of five firms listed on the
NXG plc. This selection was based on the availability of relevant data on corporate governance
and profitability, ensuring that the sample consists of firms with adequate information for
meaningful analysis.

To analyze the obtained data, the study employs a combination of descriptive statistics and
advanced regression models. Specifically, the Pooled Ordinary Least Squares (POLS), Random
Effect (RE), and Fixed Effect (FE) models are utilized. These models were chosen to provide a
comprehensive analysis of the relationship between global corporate governance practices
variables and profitability metrics, ensuring robust and reliable results.

Model Specification
The research model is adapted from Hung (2017) and modified to suit the context of healthcare
services firms. The original model, as cited by Hung, Li and Li (2017), was specified as follows:

ROA;. = f(BCCC;BCP,; CPP,; ) — — ———————————————— — — — (3.1)
This study’ model as modified is state below:

ROE;; = f(BODCOMi,t,ADCSi_t, GENDDj¢ J—- - ———————————— — — — (3.2)
Where:

ROE; ; = Return on Equity for healthcare services firm i in year t;
BDC; = Board composition or healthcare services firm 1 in year t;
AC;iy = Audit committee or healthcare services firm i in year t;
GDDj = Gender diversity or healthcare services firm 1 in year t;

f = Function

Table 1: Variable Identification, Measurement and Definition

Types of Variables | Variable Proxy and Measurement Sources
Independent: Board composition (BDC) is proportion of | Ghezzi, Corten and Tiala
Global corporate independent directors on the board. (2022)

governance practices
Audit committee Size (AC) is the number of | Zhang, Li and Chen (2023)
audit committee measured as the log of it size.

Gender diversity (GDD) = Ratio of female to | Smith and Johnson (2023)
male board members within the firm.
Dependent: Return on equity (ROE) is calculated as net | Martinez Garcia and Lopez
Profitability income divided by shareholders' equity. (2024)
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Source: Data Compilation, 2024

FINDINGS AND DISCUSSION

Table 2 presents the descriptive statistics for key variables among listed healthcare companies.
The mean of return on equity (ROE) is 0.83144, indicating successful management and efficient
use of equity capital to achieve high profitability. However, the median ROE of 0.64000, which is
substantially higher than the mean, suggests a skewed distribution. This implies that while the
average ROE is relatively low, a significant number of companies have much higher ROE. The
maximum ROE is 0.86000, showing that some firms achieve exceptionally high returns, whereas
the minimum ROE of 0.14000 suggests that some firms are underperforming compared to the rest.
The low standard deviation value of 0.03092 means the ROE value is relatively consistent across
the sample with little variation.

Table 2 Descriptive Result

ROE BODCM ADCS GENDD
Mean 0.23144 0.65213 0.42310 0.53217
Median 0.64000 0.016542 0.500887 0.432100
Maximum 0.86000 0.642130 0.765311 0.332080
Minimum 0.14000 0.210090 0.210000 0.321097
Std. Dev. 0.03092 0.209900 0.53210 0.532100
Observations 120 120 120 120

Source: Data Analysis, 2024

The mean board composition (BODCOM) value of 0.65213 indicates a relatively high average
level of board diversity or structure among the companies. However, the median value of 0.016542
is much lower than the mean, suggesting a skewed distribution where a few companies have
significantly higher board composition scores. The maximum value of 0.642130 and the minimum
of 0.210090 highlight the range of board composition across firms. The standard deviation of
0.209900 indicates substantial variation in board composition, suggesting significant differences
in governance structures that might impact profitability.

The mean audit committee size (ADCS) of 0.42310 indicates a moderate average size for
audit committees. The median size, slightly higher at 0.500887, suggests that more than half of the
companies have larger audit committees. The maximum size of 0.765311 shows that some
companies have considerably larger number of audit committees, while the minimum values of
0.210000 indicate that some have relatively small audit committees, but the high standard
deviation of 0.53210 reveals significant variability in audit committee sizes across the sample.

Gender diversity (GENDD) has a mean score of 0.53217, indicating a moderate level of
gender diversity on boards. The median score of 0.432100, which is lower than the mean, suggests
a right-skewed distribution with some health care companies having higher levels of diversity. The
maximum and minimum values (0.332080 and 0.321097 respectively) show a limited range in
gender diversity scores, indicating that most health care companies are clustered around a similar
level of diversity. The high standard deviation of 0.532100 is a sign of significant differences in
gender diversity among the firms.

Table 3 presents the results of the Unit Root Test using the Augmented Dickey-Fuller
(ADF) method. In this study, the variables of interest are Return on Equity (ROE), Board
Composition (BODCOM), Audit Committee Size (ADCS), and Gender Diversity (GENDD). The
results include t-statistics and p-values for each variable. All four variables—ROE, BODCOM,
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ADCS, and GENDD—have significant p-values (all less than 0.05), indicating that they are
stationary at the level. This means these variables do not have a unit root, and their statistical
properties, such as mean and variance, are constant over time.

Table 3: Unit Root Test-ADF Method

Variables t-statistics Probability

0.0230
ROE 22.21954

0.0321
BODCOM 2383210

0.0032
ADCS 20.54370

0.0120
GENDD 18.01321

Source: Data Analysis, 2024

Table 4: Model Fit and Diagnostics Tests

Test t-statistics Probability
> =3.0131 0.032
Breusch-Pagan-LM test
¥ =0.541 0.063
Hausman test
Heteroscedasticity Test v =1.2020 0.0740
) o 13.018823
Durbin-Watson Statistic 1.643220

Source: Data Analysis, 2024

Table 4 presents the outcomes of two statistical tests comparing different models: The
Breusch-Pagan-LM test statistic is X* = 3.0131 with a p-value of 0.032. This indicates that there
is significant supporting that random effect model is fit better than pooled least square method
Conversely, the test statistic for Hausman is X* = 0.541 with a p-value of 0.063. This test assesses
whether the random effects model is appropriate compared to a fixed effects model. The overall
results imply that the model is the better estimator for data analysis for this research. A p-value
greater than 0.05 suggests that the random effects model is appropriate and that there is no
significant difference between the random and fixed effects models. With the Heteroscedasticity
Test showing that the test statistic is X* = 1.2020 with a p-value of 0.0740, it indicates that
heteroscedasticity is not strongly significant but could be a concern. Further, the value of Durbin-
Watson statistic is 1.643220. This statistic tests for the presence of autocorrelation in the residuals.
A value close to 2 indicates no autocorrelation. The value here suggests that there may be some
positive autocorrelation.

Table 5: Multicollinearity Test Results

Variable VIF Value
BDC 2.86
AC 3.33
GDD 2.50

Source: Data Analysis, 2024
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Table 5 reveals the Variance Inflation Factor (VIF) values for three independent variables,
indicating moderate multicollinearity. The VIF value of 2.86 for BDC (Board Diversity
Composition) suggests that BDC is somewhat correlated with the other independent variables in
the model, but not excessively so. Similarly, the Audit Committee Size (AC) has a VIF value of
3.33, indicating moderate correlation with other predictors. This means it is still a valid predictor
despite showing some level of collinearity. The Gender Diversity in Directorship (GDD) has a VIF
value of 2.50, also indicating moderate correlation with the other variables.

All three independent variables (BDC, AC, and GDD) have VIF values within the range of
one and five, which is generally considered acceptable and indicates moderate multicollinearity.
This level of multicollinearity does not pose a significant threat to the reliability of the regression
coefficients. While the results show moderate multicollinearity for BDC, AC, and GDD, it is
important to acknowledge this when interpreting the results and making decisions based on the
model.

Table 6: Regression Analysis

SERIES: ROE, BDCOM, ADCS, GENDD
Dependent Variable: Return on Equity (ROE)
Method: Random Effects Model
Sample: 2012-2023
Variables Co-efficient Std. Error | t-Statistic Probability
Constant 0.043172 0.043218 51.43321 0.0542
BODCOM 0.03111 0.022100 52.71215 0.0261
ADCS 0.080021 0.221000 53.15342 0.0230
GENDD -0.03023 0.035420 | 20,13220 0.0620
R? 0.82176
Adjusted R? 0.783220

Source: Data Analysis, 2024

Table 6 presents the results of the chosen random effects model estimator, where the
constant term is 0.043172, which is marginally significant (p = 0.0542). This constant represents
the base level of Return on Equity (ROE) when all other independent variables are set to zero. The
R-square (R?) value is 0.82176, and the adjusted R* is 0.783220, indicating that approximately
82% of the variability in ROE can be explained by the model. The adjusted R? accounts for the
number of predictors used (Board Composition, Audit Committee Size, and Gender Diversity),
suggesting a strong model fit.

The coefficient for Board Composition (BDC) is 0.03111 with a standard error of
0.022100, a t-statistic of 52.71215, and a probability of 0.0261. This indicates that board
composition has a positive and statistically significant effect on improving ROE. Specifically, for
each unit increase in board composition, ROE increases by 0.03111, holding other variables
constant. This implies that an effective board composition can enhance profitability.

The coefficient for Audit Committee Size (ADCS) is 0.080021 with a standard error of
0.221000, a t-statistic of 53.15342, and a probability of 0.0230. Although the coefficient is
positive, the large standard error suggests considerable variability in the effect size. This means
that while a larger audit committee might positively impact and improve ROE, the result is less
precise and may vary significantly.
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The coefficient for Gender Diversity (GENDD) is -0.03023 with a standard error of
0.035420, a t-statistic of 20.13220, and a probability of 0.0620. This suggests that gender diversity
has a negative but marginally statistically significant effect on improving ROE. The p-value is
close to the conventional threshold of 0.05, indicating that gender diversity's impact on profitability
is not statistically significant at the 5% level but still shows a potential negative influence.

Discussion of Findings and Implications
The primary goal of this study was to determine whether adopting global corporate governance
practices could improve the profitability of publicly traded healthcare services companies. The
analysis yielded several important insights:

(1) The results showed a positive and statistically significant relationship between board
composition and Return on Equity (ROE), with a coefficient of 0.03111. This finding
indicates that a well-structured and effective board can significantly enhance profitability.
It suggests that boards with diverse and competent members contribute to better decision-
making and oversight, ultimately boosting financial performance. For healthcare services
firms, this emphasizes the need to prioritize the optimization of board composition to
improve their financial outcomes. Hypothesis 1 (HO1) of this research is, therefore,
rejected

(2) The study found a positive coefficient of 0.080021 for audit committee size, suggesting
that larger audit committees are associated with higher ROE. However, the large standard
error associated with this coefficient indicates that the effect is variable. This means that
while having a larger audit committee might positively influence profitability, the
relationship is not straightforward and may be influenced by other factors, such as the
quality of the committee's work and the specific governance needs of the companies.
Therefore, healthcare companies should focus not only on the size of their audit committees
but also on their effectiveness and operational quality. This research’s HO?2 is, therefore,
moderately rejected.

3) The analysis revealed a negative coefficient of -0.03023 for gender diversity, indicating a
marginally negative impact on ROE. This result was not statistically significant at the 5%
level and challenges the conventional belief that gender diversity always improves health
care services companies’ performance. This finding suggests that the relationship between
gender diversity and profitability is more complex and may be affected by factors such as
the industry context, the roles of diverse members, and the overall corporate culture.
Further research is needed to explore these dynamics in greater detail. Hypothesis 3 (HO3)
of this research is supported but with caveats.

All the results above align with research outcomes by Hung (2017); Wilson, Chakrabarty,
and Collins (2020); Ghezzi, Corten, and Tiala (2022); Wajidi and Anis (2023); Zhang, Li and Chen
(2023); Smith and Johnson (2023) and Martinez, Garcia and Lopez (2024) among others where
there researchers there-in found positive effect of corporate governance practices on companies’
financial performance.

Significantly, the model's R-squared value of 0.82176 and adjusted R-squared of 0.783220
indicate a strong fit, suggesting that the independent variables account for a substantial portion of
the variability in ROE. Additionally, the Augmented Dickey-Fuller (ADF) test confirmed that all
variables (ROE, board composition, audit committee size, and gender diversity) are stationary.
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This stability over time adds reliability to the statistical inferences drawn from the regression
model.

CONCLUSION

The study concludes that while board composition and audit committees improve profitability,
gender diversity lack the potential in the context of healthcare services companies. The enhanced
board composition is a crucial factor in improving profitability for publicly listed healthcare
services companies. A well-structured and effective board significantly contributes to financial
performance. While larger audit committees can potentially boost profitability, their impact is
variable and depends on additional factors like their effectiveness. The marginally negative impact
of gender diversity on profitability suggests a complex relationship that requires further
investigation. The companies should focus on integrating diverse perspectives into their
governance structures in a way that optimizes their overall performance.

This research provides valuable empirical evidence highlighting the potentially positive
effect of board composition on the profitability of healthcare services companies, underscoring the
importance of diverse and well-structured boards in corporate governance. The research also sheds
light on the role of audit committee size, indicating that effectiveness depends on more than just
size. Moreover, the study adds to the literature on gender diversity by demonstrating that its impact
on profitability is not straightforward and may vary depending on contextual factors.

Policy Recommendations

Regulatory bodies in Africa Countries—particularly, Nigeria—should establish guidelines to
ensure that healthcare services companies have boards that are not only well-structured but also
diverse, emphasizing the need for members with relevant expertise and varied perspectives.
Policymakers in these countries should also develop frameworks for evaluating and improving
audit committee effectiveness, focusing on both size and operational efficiency. Additionally,
health care services firms’ should be encouraged to adopt best practices for integrating gender
diversity into their governance structures, including training on the benefits of diversity, fostering
inclusive corporate cultures, and ensuring that diverse members are empowered to contribute
effectively. These recommendations aim to guide healthcare services companies and policymakers
in enhancing corporate governance practices to improve profitability and overall company’s
performance.
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