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Abstract - The unique Coronavirus has speedily spread all over the world distressing all economies around the
globe. This epidemic is not simply a health issue because it has affected the whole world in diverse facets due to
the governmental measures taken to combat against it such as lockdowns, movement restrains, and social
distancing strategies. It has also caused substantial damage to each part of the banking system as well as its
performance where Small Island Developing States (SIDS) is not an exception. Thus, this study contributes to
the limited literature by providing the first empirical evidence on the impact of covid19 on the role of internal
and external Corporate Governance (CG) mechanisms in relation to bank performance (BP) in a SIDS. The
purpose of this study is to evaluate the effectiveness of governance mechanisms on BP during pandemic and
also look for whether the covid19 as a moderator has affected the CG variables in relation to BP. To answer the
research questions, all the 18 banks operating in Mauritius from the years 2020-2022 are considered. Mauritius
because it is one of the strongest economies with a ranking of second among SIDS. As per the result of this
study, there is sufficient evidence to conclude that CG mechanisms are effective as some explanatory variables
such as Ol, AUDC, and CEOD are helpful in anticipating BP as measured by ROA, ROE, and NIM during the
pandemic. Therefore, Ho is not rejected. That is, governance mechanisms are effective in relation to BP in this
changing world. The evidence suggests that the adherence to CG mechanisms lead to some improvement in
performance. Therefore, it is possible to minimise the adverse impact of covidl9 on BP through effective
governance.However, the result from moderated multiple regression (MMR) has confirmed that the
insignificant effects of BIND, BDIVER, and BoSIZE on performance of banks recorded from both fixed effect
model regression and dynamic panel data estimation results were due to covid19.In order to curtail the adverse
effect of covid19 pandemic, the organistaion and board should recognise opportunities and build new strategies
to acclimate to the uncertainties caused by the covid19 pandemic. Banks should also adhere effectively to the
code of CG and not just to fulfill the legal requirements.

Index Terms — bank, corporate governance, covid19, financial performance

1 Introduction

Even though corporate governance (CG) has received lots of researchers’ attention, bank governance has turned
out to be a topic of empirical studies principally after the financial crisis 2008, highlighting the significance of
good governance for a sound banking system. Another factor that is distressing bank governance is the covid19
pandemic. According to[1], a crisis is an emotionally filled event that can be a defining moment for better or
worse. The World Health Organisation (WHO) officially declared on 11 March 2020,the coronavirus disease
2019 as a universal pandemic[2]. Globally, as of November 2021, there were more than 200 million covid19
cases and approximately 5 million deaths[3]. To prevent the spread, governments passed on some mitigation
strategies for example: lockdowns, travel restrictions, social distancing and shutdown of non-essential
business[4]. Therefore, financial institutions such as banking sector has received a direct exogenous shock[5].
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Similarly, as per [6], the economic recession caused by covid19 has endangered bank profitability and declined
bank income. During the outbreak, the resilience of the banking industry to continue to execute its
intermediation role was the main concern [7]. Therefore, it is vital to study the effect of the covid19 pandemic
on the banking sector financial performance.

Could banks manage with this interference? Yes, if they have true and fair records about escalating default rates,
deficits in loan income, losses in net income, and drops in retained earnings together with remedial actions
sanctioned by the board and executed by management. Management are motivated to embrace these measures if
the board has good governance mechanisms that promote innovative thinking. At the same time, the covid19
pandemic has upstretched severe concerns for CG practices[8]. Accordingly, this paper examines the
effectiveness of CG during the pandemic with respect to performance. The principal role of CG is to normalise
the board’s actions[9]. In addition, [10] highlighted the importance of CG and foundthat CG can help to
enlighten the prestige of banks during crisis.

In recent decades, the concepts of CG and performance have been linked with each other within economic
debates. In addition,[11] pointed out that the current literature is mainly theoretical and that more empirical
evidence is required. Also, according to[12], research works on the role of internal and external CG mechanisms
in sustaining banking firms’ performance during pandemic are still uncommon. Most studies concerning CG
focused on nonfinancial firms excluding banks and other financial institutions. Banks are still under researched
because they are specialised in nature and are subject to different regulations. Besides, these studies have been
conducted mainly in developed countries and lately the issue of CG in emerging countries has received some
attention on the literature[13]. But, to the author best knowledge, no research has carried out on Small Island
Developing States (SIDS).

Thus, this paper will address this research gap in governance and performance literature by providing some
empirical evidence about the effectiveness of internal and external governance mechanisms during covid19 in
relation to performance of banking firms in Mauritius. Mauritius because it is one of the strongest economies
with a ranking of second among SIDS[14]. Mauritius is an island state of about 1.3 million people and its
economy has progressed since independence (1968) and in 2019, it has been classified as a high-income
country[15]. Its financial services sector is central to the Mauritian economy, contributing around 14% to GDP
in year 2021[16]. Based on all these facts, Mauritius is a leading country and a model among SIDS. Therefore,
this study is relevant since it will serve as model and reference to SIDS.The study will also give an indication
about the effectiveness of existing banking governance mechanisms and will help banks to review CG strategies
and take appropriate corrective measures to improve their actual governance structure to be more competitive in
this globalised and changing world. Thus, the study will add to literature of governance about its effectiveness in
this transformative era of banking system with covid19 pandemic.

1.1 Objectives of the study

" To analyse the effectiveness of governance mechanisms on BP during the pandemic period (2020-
2022).
. To investigate more in depth the extent to which CG mechanisms were affected by covid19 in relation

to BP, a COVID variable is interacted with the explanatory variables in the regression.

The outstanding sections of this paper are planned as follows. Section 2 is on the theoretical underpinning that
includes the relevant theories and literature review to support the arguments in this study. Section 3 explains the
methodological research method used and how data will be collected. Section 4 reveals the finding and analysis.
Finally, section 5 is about the conclusion and limitations.

2 Literature review
2.1 Corporate governance and performance

According to the agency theory, better CG results to better performance. As per[17], good CG is essential for an
organisation in various ways for example: it enhances the firm’s image, lessens the risks and upsurges
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stockholders’ confidence. The primary role of CG is to improve firm’s performance by organising and
supporting incentives that encourage managers to capitalise on return on assets (ROA), operational efficiency,
and long-term growth by restraining the abuse of power and resources by managers. Hence, corporations should
update their business models, review their value chain designs and redefine their CG mechanisms [18] to
enhance financial performance[19].

2.2 Corporate governance and covid19

Different results have been recorded while investigating the role of CG in alleviating the adverse effect of the
pandemic. For instance, a case study conducted by[20] showed that effective governance mechanisms lead to
better crisis management. [21] found that firms adopting CG mechanisms observed a decline in their credit risk.
Similarly, [22] found that CG mechanisms motivated businesses to modernise, leading to better financial
performance. On the other hand,[23] and[24]found that governance scores did not have a substantial impact on
bank returns during the pandemic Therefore, the main hypothesis (HO) will be that there is significant
relationship between governance mechanisms and bank performance (BP) during the pandemic period.

2.3 Hypotheses Development
Independent Directors

Agency theory appreciates sovereignty of board and proposes that a greater percentage of independent
executives will enhance the supervision and curtail self-centered conduct of directors resulting in better BP.
Equally, as per the[25], the board of directors should be experts and free to manage bank risk and improve BP.
Similarly,[26] found that the independence of boards is positively associated with BP.[27] also showed that the
BP measured by ROA and Tobin’s Q was positively affected by the number of independent directors present on
the board. Moreover,[28] recorded a positive impact on BP with the presence of independent directors. During
this time of crisis, impartial assessments of management’s performance are important since the board has
tofairly evaluate the fresh strategies being implemented to upsurge liquidity and recover losses from fee income.
That is, independent directors must have the autonomy to support efficient strategies, while discarding
ineffective ones, irrespective of disagreement from management. Hence, the first hypothesis is:

H1:The presence of independent members on the board of directors has a positive impact on BP during the crisis
period.

CEO Duality

Duality is referred to the employment of the same person for both the chief executive officer (CEO) and
chairperson at same point in time. Stewardship theory claims that CEO duality minimises information
asymmetry and lessens communication conflicts. Duality enables them to take better decisions and reach a clear
strategic direction[29]. However, apprehension about CEO duality was initiated from entrenchment theory. For
instance, as per[30], CEO duality has been recognised as an obstruction to the evaluation of management’s
objective mainly in less-developed countries. [31] has also found that the effectiveness of banking is lesser due
to the duality in banking. Based on the above, the second hypothesis is as follows:

H2: CEO duality has a significant relationship with BP during the pandemic period.
Gender Diversity

From the perspective of resource dependency theory, board diversity can contribute to better performance. That
is, women on board can bring better connection, cooperation and understanding to create positive relationship
with others[32]. According to [33], board diversity is a key to improve CG practices in an enterprise in terms of
better decision-making and innovation. For instance, as per [27], the presence of female directors on the board
has a positive impact on ROA and return on equity (ROE) in developed countries. However, the cost of a
diversified board is quite expensive and thus this high cost may hinder firm’s performance[33]. Therefore, the
third hypothesis is:
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H3: The presence of women on the board of directors of banks has a positive impact on BP during the pandemic
period.

Financial Expertise

As per [34], the best board consists of individuals with different skills, knowledge and information power and
readily available to contribute his/her time professionally. Similarly, to be an expert in a board, a director must
hold adequate educational and professional experience in areas of finance, accounting and auditing. A
predominant strand in literature suggested that board expertise significantly and positively affects
performance[35]. As a result, the fourth hypothesis is:

H4: There is a positive relationship between board financial expertise and BP during the pandemic period.
Board Size

Large board size can be a cause for weaker performance due to coordination issues and waste of time while
reaching a common decision[36]. [37] found that large board has a negative impact on BP and also argued that
large board size reduced the effectiveness of CG mechanisms resulting to poor performance. However,
according to[38], smaller boards are more competent. During a pandemic, when the board need to concentrate
and direct the management to cut spending and look for new sources of income, an oversize board may fail,
because each directors may have different objectives and opinions. Thus, the next hypothesis is as follows:

H5: Board size has a significant relationship between BP during the pandemic.
Ownership Structure

According to [39], ownership structure is a fundamental factor of CG, which is denoted by the direct
involvement of investors in the operation and financial aspects of a business. The effect of ownership structure
on financial performance is driven by numerous theoretical foundations. Agency theory is one of the major
theories dealing with disclosure and governance and it states that the conflict of interest between shareholders
and managers is primarily due to separation of ownership and management. To supervise agents, principals
would opt for an efficient CG mechanism and promote a sufficient amount of disclosure of information.
Nowadays, many enterprises have high percentage of institutional ownership compared to owner equity. Due to
higher ownership stake, institutional stockholders may affect the board’s decision making process, promote
more disclosures in the financial reports and lead to better performance. Institutional investors such as pension
funds, insurance companies, investment firms have resources and knowledge to take part in CG. Therefore,
these institutional investors through CG can influence BP positively.

Based on the above discussion, the next hypothesis is stated as follows,
H6: Institutional ownership has an impact on BP during the pandemic period.
Audit committee

Audit committees came into existence in year 1939[40]. Audit committees are standing committees made of
non-executive and independent directors of the board[41]. These committees are expected to communicate to
the stakeholders the result of their duties and they do this via a report. According to[42], the independence and
qualification of audit committee members adds value to the financial reporting and firm performance. Therefore,
the next hypothesis will be:

H7: There is a positive relationship between presence of audit committee and BP during the crisis period.
Debt Financing

Debt financing is one of the vital CG mechanisms in aligning the incentives of corporate managers with those of
stockholders. As per agency theory, debt financing can raise the level of monitoring over self-serving managers
and that can be used as an alternative CG mechanism[43]. This theory discusses two ways through which debt
finance curtail the agency cost: first, the firm is obliged to constantly earn enough cash to meet the principal and
interest payment. Thus, it can be taken as a commitment device for executives. Second, leverage diminishes the
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amount of free cash flows present for management discretionary expenses. However,[44] examined the effect of
debt on firm investment decisions and value and found that debt finance has a negative effect on corporate
investment and values.

Thus, the next hypothesis is as follows:

H8: Debt financing has a relationship with BP during the pandemic.
Control Variables

Firm size

It is an essential factor while dealing with firm performance because bigger organisations have more agency
conflicts and need resilient and effective governance mechanisms. According to[45], big organisation are
usually accompanied by a large board size, thereby raising the cost of monitoring and adversely affect firm’s
value. In other ways, large firms are easier to producefunds internally and also have the potential to generate
funds from anouter source. Therefore, firm size does have an impact on the performanceof businesses. Firm size
can be calculated in several ways; measures that are commonly used are market capitalisation, revenue volume,
number of employments, and size of total assets. In this study, bank size is measured by the logarithm oftotal
assets.

Firm age

Itis thenumber of years that an organisation is in existence and operated. It indicates how long a business is in
themarket and shows that firms with longer existence have elongated historyand experience and thus may aid
them toacquire better performance[46]. In this study, bank age is measured by thenatural logarithm of the
number of years operated in Mauritius.

3 Research Methodology

Based on the objectives of the study and review of literature, the study attempts to answer the following
question: “Do CG attributes has an impact on BP in Mauritius in this time of change?”” Then, to investigate more
in depth the extent to which banks’ performance were affected by covid19, a COVID variable is interacted with
the explanatory variables in the regression.In this study, quantitative approach is considered. Panel data are
collected to examine the impact of CG on banks’ performance. The panel data were collected from the annual
report and quarter report of the banks. The study period is three years spread over a time period from 2020 to
2022 with 216 bank-quarter observations and all banks (18 banks) operating in Mauritius are considered.

To measure BP, former studies have used different proxies by categorising them into two groups: accounting-
based and market based performance measures. Accordingly, this study uses accounting based performance
measures: Return on Asset (ROA), Return on Equity (ROE), and Net Interest Margin (NIM) as proxies to
measure the performance of banking firms during the covid1l9 pandemic period. The study consists of both
internal and external CG mechanisms and thus have eight explanatory variables in total. The study contains two
control variables: bank size (BaSIZE) and bank age (BAGE). Table | below shows how the dependent,
explanatory, control and moderator variables are measured. While Fig 1 shows the proposed research model
framework.
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Figl: Proposed Research Model Framework
Based on theoretical analysis, the following equation is designed:
Equation 1:

BPit = B0 + B1BINDit + B2CEODit + B3BDIVERit + PABEXPit + B5BoSIZit + f60Iit + B7AUDCit
+ B8DFINit + B9BaSIZEit + B10BAGEit + €it

Then the model is extended by including a moderator covid19 as shown in the equation below.
Equation 2:

BPit = B0 + B1COVIDit + B2BINDit + B3COVID * BIND + BACEODit + B5COVID * CEOD
+ B6BDIVERIt + B7COVID * BDIVER + B8BEXPit + B9COVID x BEXP + B10BoSIZit
+ B11COVID * BoSIZ + B120lit + B13COVID  OI + B14AUDCit + B15COVID x AUDC
+ B16DFINit + B17COVID  DFIN + B18BaSIZEit + B19BAGEit + it

Where:

Dependent

Variables

ROA It is measured as a percentage of net income to total assets [47]

ROE It is measured as a percentage of net income to shareholders’ | [48]
equity

NIM It is measured as the ratio of net interest income to average | [49]
earning assets

Bo The intercept term

B1-B10 Coefficients of explanatory variables

Independent

Variables

CEOD Dummy variable (1 for duality and zero for separation) [50]

BIND The proportion of independent non-executive directors over all | [51]
members on board

BDIVER Dummy variable (1 if board has any female members, | [50]
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otherwise, 0)

BEXP The proportion of members who have the competence of | [35]
finance or accounting in board

BoSIz The total number of members on the board [12]

Ol The percentage of share owned by institutional investors [51]

AUDC Dummy variable (1 if audit committee exists and 0 otherwise) | [52]

DFIN Debt to equity ratio is measured by dividing total liabilities to | [53]
total equity

Control

Variables

BAGE Natural logarithm of distance between the time of bank | [51]
establishment to studied period

BaSIZE The bank size, measured by the natural logarithm of the bank’s | [50] and[54]
assets

Moderator

CoVvID Dummy variable (1 if company was affected by covidl9, | [8]

otherwise, zero)

Table I: Measurement of Variables

To examine the effectiveness of CG on BP during the pandemic period, two equations have been designed. The
first equation examines the relationship between CG and BP during the pandemic period. The second equation
investigates the effect of covid19 on the strength of the association between the dependent variable (BP) and
explanatory variable (governance mechanisms). After collecting the data, research hypotheses are tested using
multiple regressions in Stata software.

4 Finding and Analysis

4.1 Descriptive Statistics

Table Il and 111 below provide the descriptive statistics.

Variable Obs Mean StdDev Min Max
ROA 216 0.2605829 0.5817633 -2.245898 2.840607
ROE 216 2.73711 5.666916 -22.10471 21.95898
NIM 216 0.0028954 0.006464 -0.0249549 0.0315623
BIND 216 0.4553675 0.1686472 0.1111111 0.8571429
BEXP 216 0.5650461 0.1087623 0.375 0.7692308
BoSlIZ 216 9.592593 2.613158 5 15

Ol 216 0.7745074 0.2445983 0.3441 1

DFIN 216 10.70378 4.11813 2.327315 20.67955
BaSIZE 216 25.32557 2.530003 21.08635 32.09261
BAGE 216 35.22 44.99 1 183
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Table I1: Descriptive Statistics

We can observe from the results of descriptive statistics in Table II, through the 3 years from 2020 to 2022,
mean value of the banks performance is almost zero for ROA. Even for ROE and NIM, the mean values are
very low implying that banks have been performed poorly. One possible reason might be covid19 crisis. The
minimum and the maximum value of performance (ROA: -2.245898 and 2.840607), (ROE: -22.10471 and
21.95898), and (NIM: -0.0249549 and 0.0315623) indicating that there is great difference. In addition, the
average proportion of independent directors on board is approximately 46% with a large standard deviation of
16%. This shows that not all banks appreciate the fact of having outsiders’ presence on the board. Equally, the
average proportion of experts on the board is about 57% with standard deviation of 11%, implying that not all
banks have recognised the benefits of having those with financial skills on their board. The average value of
board size is 9.59 directors with 46% of them are independent and 57% have financial expertise. Regarding
ownership, the mean value of institutional ownership is almost equal to 0.77 revealing that three quarter of
ownership is in the hands of institutions. Moreover, the mean value of debt/equity ratio is 10.70 with minimum
and maximum value being 2.33 and 20.68 respectively. This high debt/equity ratio indicate high investment risk
and banks rely primarily on debt financing. To measure size, the natural logarithm of total assets is calculated
and size ranges from 21.09 to 32.09. While age ranges from 1 to 183.

Value of Variable
Variable Observations 0 1
CEOD 216 194 24
BDIVER 216 8 208
AUDC 216 24 192

Table I11: Frequency of Variables

According to Table Ill, about 90% of the observations have no CEO duality. In addition, 96% prefer board
diversity, which is quite high implying that banks are recognising the importance of having both gender on their
board. There are 192 banks’ quarter observation out of 216 observations with presence of audit committees.

4.2 Regression Results and Discussions

In this study, the diagnostic test of the three models (ROA, ROE, and NIM) variables are normally distributed.
As per JarqueBera test, chi (2) are greater than 0.05, the null hypothesis cannot be rejected. That is, there is no
violation of the normal distribution assumption of errors terms as the residuals are coming out to be normal.
Then, test for multicollinearity (Variance Inflation Factor Test) has been performed and since Variance Inflation
Factor mean values (1.77) are less than 10, it can be concluded that there is no problem of multicollinearity in
these models. Next, White test have been carried out to verify the presence of heteroscedasticity among
variables. Since p values (0.1557, 0.2227, and 0.1557) are greater than 5%, the null hypothesis cannot be
rejected, implying that there is no problem of heteroscedasticity.

To decide between fixed and random effect, Hausman test is carried out. As per the result, fixed effect model is
appropriate since Prob> chi (2) (0.0000, 0.0004, and 0.0000) are less than 0.05.

ROA ROE NIM
Variable Coeff P>1tl Coeff P>1tl Coeff P>I1tl
BIND 1.398673 0.142 4.921934 0.724 -0.0016539 0.142
CEOD -0.1488508 0.576 -0.0134421 0.594 0.0155408 0.576
BDIVER -0.172301 0.437 -1.562556 0.469 -0.0019145 0.437
BEXP 0.5226376 0.449 5.812238 0.387 0.0058071 0.449

6947




Tuijin Jishu/Journal of Propulsion Technology
ISSN: 1001-4055
Vol. 44 No. 4 (2023)

BoSIZ -0.0138192 0.816 -0.303924 0.599 -0.0001535 0.816
Ol -1.139464 0.094** -17.1043 0.010* -0.0126607 0.094**
AUDC 0.4805287 0.031* 4.193328 0.053* 0.0053392 0.031*
DFIN -0.0225323 0.472 -0.4260618 0.163 -0.0002504 0.472
BaSIZE 0.0398291 0.321 0.4423672 0.257 0.0004425 0.321
BAGE 0.8422695 0.000* 6.371977 0.001* 0.0093586 0.000*
Obs 216 216 216

R Square 0.1946 0.1970 0.1946

Prob>F 0.0000 0.0000 0.0000

Table 1V: Fixed Effect Model Result

For all the three models (ROA, ROE, and NIM), the fixed effect model is selected. The R square are 0.1946,
0.1970, and 0.1946 respectively. R square shows that independent variables of all three models can explain
variation in the dependent variable about 20%. Moreover, Prob> chi2 is 0.000, which indicates that all the three
models are and the variables are mutually significant. As per Table 1V, BIND, CEOD, BDIVER, BEXP, BoSIZ,
and DFIN are statistically insignificant on bank performance and this result is consistent in all the three models.
On the other hand, institutional ownership and presence of audit committee are statistically significant, implying
that there is negative correlation between institutional ownership and performance while positive correlation
between audit committee and performance. Again, this result is consistent in all the models. In addition, the
control variable BAGE is statistically significant at 5% in all the three models where the other control variable
(BaSIZE) is not significant in any of the three models. Therefore, Ho is not rejected. That is governance
mechanisms are effective in relation to BP in this changing world. The evidence suggests that the adherence to

CG mechanisms lead to some improvement in performance.

Dynamic Panel Data Estimation Analysis

ROA ROE NIM
Variable Coeff P>12Z1 Coeff P>12Z1 Coeff P>12Z1
BIND 0.0483617 0.972 -8.699564 0.556 0.0005374 0.972
CEOD 1.011843 0.047* 9.999942 0.043* 0.0112427 0.047*
BDIVER 0.4579275 0.316 -5.894231 0.154 -0.0133576 0.316
BEXP -1.202186 0.309 -9.912051 0.387 -0.0004324 0.309
BoS1Z -0.0389198 0.737 -0.7596552 0.506 -0.0243267 0.737
Ol -2.189401 0.087** -32.14586 0.010* -0.00044 0.087**
AUDC -0.0396042 0.903 -0.9368317 0.791 -0.0003667 0.903
DFIN -0.0330005 0.449 -0.4271234 0.306 0.0012633 0.449
BaSIZE 0.1136986 0.155 1.28414 0.099** 0.0071649 0.155
BAGE 0.6448412 0.098** 7.824449 0.057* -0.111458 0.098**
Obs 216 216 216
Prob>chi2 0.0333 0.0019 0.0333

6948




Tuijin Jishu/Journal of Propulsion Technology
ISSN: 1001-4055
Vol. 44 No. 4 (2023)

Table V: Dynamic Panel Data Estimation Result

Using dynamic panel data estimation regression analysis, to find out whether CG variables, bank size and bank
age are predictors of bank performance during the pandemic period (2020 to 2022). The findings of the
regression analysis in form estimated relationship are shown in Table V. In order to estimate the relationship,
BP is regressed on both internal and external governance attributes represented by BIND, CEOD, BDIVER,
BEXP, BoSIZ, Ol, AUDC, DFIN, and control variables: BaSIZE and BAGE. It can be seen from all the three
models, the hypothesis 1 is rejected, since p values are greater than 5%. The findings do not support agency
theory and findings of [28] that presence of independent directors do influence performance.

On the other hand, hypothesis 2 is not rejected. All the three p values from the three models are less than 5%. It
also worth to note that all the three coefficients of CEOD are positive. Thus, this finding is consistent with
stewardship theory. That is, may be during the covid19, the presence of CEO duality has helped to take better
decisions and reach a clear strategic directions to manage the crisis[55]. Decision-making will be less time
consuming as the same person is making the decision (no clash of opinions and ideas). Therefore, no wastage of
time and CEO duality enables quick decision, which was very important during the crisis.

Hypothesis 3, 4 and 5 are rejected since p values are not significant in all the three models. These findings do
not support resource dependency theory. That is presence of female members in the board of directors, directors
with expertise and qualifications and board size do not have any impact on performance of banking firms during
the pandemic period.

However, the hypothesis 6 is not rejected since all p values are significant with negative coefficients. Thereby
implying that presence of institutional ownership negatively affect performance during the pandemic period.
One reason may be covid19 itself, that is due to governmental measures, the owners (institutions) may have lost
connection and bond they have during pre-pandemic period and thus adversely affecting performance.

Hypothesis 7 and 8 are rejected. That is, presence of audit committee and debt financing do not have any
relationship on BP during the uncertain time of crisis.

The control variable:BAGE are significant for the three models and the results are consistent with the finding of
[46] that is the older the banks, the better the performance. However, control variable: BaSIZEis significant only
with ROE implying that the bigger the bank size, the better performance.

Moderated Multiple Regression Analysis (MMR)

ROA ROE NIM

COEFF P>12Z1 COEFF P>12Z1 COEFF P>12zI
CEOD -1.190819 0.766 -0.0031527 0.476 -0.2837464 0.476
CEOD*COVID -4.199117 0.321 -0.0008682 0.853 -0.0781407 0.853
BIND -6.469803 0.306 0.0096521 0.168 0.8686883 0.168
BIND*COVID -5.617988 0.412 -0.0213067 0.005* -1.9176 0.005*
BDIVER -10.39384 0.001 -0.0064686 0.052 -0.5821734 0.052
BDIVER*COVID 8.530527 0.034* 0.0037491 0.399 0.3374193 0.399
BEXP 25.37411 0.048 0.0088481 0.532 0.7963247 0.532
BEXP*COVID -12.87414 0.343 0.0025296 0.866 0.2275737 0.866
BoSIZE -0.583801 0.340 -0.0009984 0.141 -0.0898562 0.141
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BoSIZE*COVID 1.124617 0.079** 0.0016515 0.020* 0.148639 0.020*
Ol 1.227894 0.791 0.0061229 0.234 0.5510621 0.234
OI*CovIiD -2.041923 0.682 -0.0070735 0.201 -0.6366106 0.201
AUDC -5.149088 0.164 -0.0129925 0.002 -1.169325 0.002
AUDC*COVID 6.420864 0.110 0.0139154 0.002* 1.252385 0.002*
DFIN -0.008517 0.971 -0.0001597 0.532 -0.0143733 0.532
DFIN*COVID 0.2915806 0.258 0.0000652 0.819 0.0058668 0.819
BaSIZE -0.0202655 0.929 0.0002181 0.388 0.019632 0.388
COVID -14.55989 0.344 0.0015631 0.000 0.14068 0.000
BAGE 1.261011 0.001 -0.0168004 0.324 -1.512037 0.324
OBS 216 216 216

Prob> F 0.0001 0.0000 0.0000

R Square 0.2180 0.2632 0.2632

Table VI: Moderated Multiple Regression Result

As per Table V, insignificant effects of BIND, BDIVER, BEXP, BoSIZ, AUDC, and DFIN on ROA, ROE, and
NIM of banks are recorded. One reason for this insignificant result is the impact of covid19 on the performance
of banking firms. Therefore, to investigate more in depth the extent to which banks’ performance were affected
by covid19, a COVID variable is interacted with the explanatory variables in the regression. Using Moderated
Multiple Regression (MMR), the result shows that the interaction term COVID*CEOD, COVID*BEXP,
COVID*Ol, and COVID*DFIN have insignificant effect on the performance of banking firms in all the three
models. On the other hand, the result depicts that covid19 do affect size of the board (BoSIZE) in all the
models, since the coefficient of BoSIZE*COVID is 1.12, 0.001, and 0.15 with significance value of 0.079
(<0.10), 0.020 (<0.05), and 0.020 (<0.05) respectively. It can be concluded that COVID as a moderating
variable has a significant positive effect on the relationship of BoSIZE to ROA, ROE, and NIM. In addition, the
coefficient of BDIVER*COVID is 8.53 with significance value 0.034 (<0.05), implying that COVID as a
moderating variable has a positive significant effect on the association of BDIVER to ROA. Similarly, the result
shows that covidl9 does affect the presence of audit committee positively since the coefficient of
AUDC*COVID are positive and significant at 5% level in second and third model (ROE and NIM). However,
COVID as a moderating variable has recorded a significant negative effect on the relationship of BIND to ROE
and NIM in the banking sector. Therefore, the result from MMR can confirm that the insignificant effects of
BIND, BDIVER, and BoSIZE on performance of banks from previous regression results were due to covid19.

5 Conclusion and Limitations
5.1 Conclusion

The key goals of this paper were to study whether CG mechanisms are still effective to influence BP during the
pandemic period and to analyse the impact of covid19 on the relationship of governance mechanisms and BP in
Mauritius. As per the result of this study, there is sufficient evidence to conclude that CG mechanisms are
effective as some explanatory variables such as Ol, AUDC, and CEOD are helpful in estimating BP as measured
by ROA, ROE, and NIM during the pandemic. Therefore, Ho is not rejected. The evidence suggests that the
adherence to CG mechanisms lead to some improvement in performance. Therefore, it is possible to minimise
the adverse impact of covid19 on BP through effective governance. However, the result from MMR has
confirmed that the insignificant effects of BIND, BDIVER, and BoSIZE on performance of banks recorded from
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both fixed effect model regression and dynamic panel data estimation results were due to covid19. In order to
curtail the adverse effect of covid19 pandemic, the organisation and board should be able to navigate through
unexpected situations, recognise opportunities and build new strategies to acclimate to the uncertainties caused
by the covid19 pandemic. Banks should also adhere effectively to the code of CG and not just to fulfill the legal
requirements. Since it is clear from the result obtained, the number of independent directors as compared to the
total number of directors on the board are relatively low. Equally, number of board members with financial
expertise and skills are relatively low.

5.2 Limitation and future research

First, this paper studied the impact of CG on the performance of banks for just three years (2020 to 2022) with
very limited bank year observations (only 216 banks quarter observations). Then, only accounting based
measure was used to calculate performance. In light of these limitations, the performance of the banking sector
could be measured using market based measure (Tobin’s Q). Finally, future research could compare the pre and
post covid19 pandemic periods.
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