[bookmark: _2et92p0][bookmark: _1t3h5sf][bookmark: _4d34og8]The Impact of Corporate Governance on Financial Risk Management in Ghana's Pension Industry: A Comparative Study of Public and Private Pension Scheme


[bookmark: _3znysh7]ABSTRACT
The pension industry in Ghana is facing numerous challenges, including poor investment returns, market volatility, and inadequate corporate governance practices. This study assessed the impact of corporate governance on financial risk management in Ghana's pension industry, with a specific focus on comparing public and private employer-sponsored pension schemes. Data were obtained from pension fund managers, investment officers, risk managers, trustees, and investment committee members of both public and private employer-sponsored pension schemes. The findings suggest that corporate governance has a significant positive impact on financial risk management and that public employer-sponsored pension schemes exhibit stronger governance practices compared to private employer-sponsored pension schemes. The study recommends that regulators establish robust corporate governance standards, conduct regular assessments, and consider adopting governance structures in public employer-sponsored pension schemes as a model for the industry. Additionally, pension scheme trustees and managers should prioritize corporate governance practices, and industry stakeholders should develop a code of conduct for pension scheme governance. The study's findings and recommendations aim to improve the governance and sustainability of pension schemes in Ghana, ultimately protecting the interests of pension fund members and beneficiaries.
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1. [bookmark: _2s8eyo1][bookmark: _17dp8vu]INTRODUCTION
Corporate governance has become a crucial aspect of organizational management in recent years, with stakeholders increasingly concerned about how firms are governed (Claessens & Yurtoglu, 2013; Cocco & Volpin, 2007; Phan & Hegde, 2012). Effective corporate governance mechanisms contribute to corporate success, maximize shareholder wealth, promote a positive corporate image, and maintain investors' confidence (Abor, 2007). Corporate governance refers to the system of rules, practices, and processes by which a company is directed and controlled (OECD, 2015). It involves the relationships among a company's management, its board of directors, its shareholders, and its other stakeholders, such as employees, customers, and suppliers (OECD, 2015).
The pension industry in Ghana is still evolving, with challenges such as poor investment decisions and market volatilities in the investment market (Akomea-Frimpong et al., 2022). The industry is characterized by a three-tier pension scheme, with the first tier being the mandatory Basic National Social Security Scheme managed by the Social Security and National Insurance Trust (SSNIT), the second tier being the mandatory occupational pension scheme managed by approved private pension fund managers, and the third tier being a voluntary provident fund and personal pension scheme (Kpessa-Whyte & Tsekpo, 2020).
Despite the growth of the pension industry in Ghana, there is limited research on the impact of corporate governance on financial risk management in the industry (Akomea-Frimpong et al., 2022). This study aims to assess the impact of corporate governance on financial risk management in Ghana's pension industry, with a comparative analysis of public and private sector pension schemes.
Ghana's pension industry has undergone significant reforms in recent years, with the passage of the National Pensions Act in 2008 (Act 766) and the National Pensions (Amendment) Act in 2014 (Act 883) (Kpessa-Whyte & Tsekpo, 2020). These reforms aimed to improve the governance and management of pension funds in Ghana, but challenges still persist (Akomea-Frimpong et al., 2022).
Corporate governance is essential in the pension industry, as it ensures that pension funds are managed in the best interests of beneficiaries (OECD, 2015). Effective corporate governance mechanisms can help mitigate financial risks in the pension industry, such as investment risks, liquidity risks, and operational risks (Cocco & Volpin, 2007). However, the pension industry in Ghana faces challenges in implementing effective corporate governance mechanisms, such as inadequate regulatory frameworks, lack of transparency and accountability, and limited stakeholder engagement (Akomea-Frimpong et al., 2022).
Public and private sector pension schemes in Ghana have different governance structures and investment strategies, which can impact their financial risk management practices (Kpessa-Whyte & Tsekpo, 2020). Public sector pension schemes, such as the SSNIT, are governed by a board of directors appointed by the government, while private sector pension schemes are governed by a board of directors appointed by the shareholders (Kpessa-Whyte & Tsekpo, 2020). Public-sector pension schemes are also subject to stricter regulatory requirements and investment restrictions than private sector pension schemes (Kpessa-Whyte & Tsekpo, 2020).
Despite these differences, both public and private sector pension schemes in Ghana face challenges in managing financial risks, such as investment risks, liquidity risks, and operational risks (Akomea-Frimpong et al., 2022). Effective corporate governance mechanisms can help mitigate these risks, but the pension industry in Ghana lacks a comprehensive framework for corporate governance (Akomea-Frimpong et al., 2022).
This study aims to contribute to the existing literature on corporate governance and financial risk management in the pension industry, with a focus on Ghana's pension industry. 
[bookmark: _3rdcrjn]1.2 Problem Statement
The pension industry in Ghana is facing numerous challenges, including poor investment decisions, market volatilities, and inadequate corporate governance practices (Akomea-Frimpong et al., 2022). These challenges have resulted in significant financial losses for pension funds, undermining the financial security of retirees and threatening the sustainability of the industry (Kpessa-Whyte & Tsekpo, 2020).
One of the key factors contributing to these challenges is the lack of effective corporate governance practices in the pension industry (Abor, 2007). Corporate governance refers to the systems and processes used to manage and oversee the activities of an organization (Claessens & Yurtoglu, 2013). Effective corporate governance is essential for ensuring that organizations are managed in a way that maximizes shareholder value and minimizes risk (Cocco & Volpin, 2007).
In the context of the pension industry, corporate governance is critical for ensuring that pension funds are managed in a way that maximizes returns and minimizes risk (Phan & Hegde, 2012). However, research has shown that many pension funds in Ghana lack effective corporate governance practices, including inadequate board composition, lack of transparency and accountability, and inadequate risk management practices (Akomea-Frimpong et al., 2022).
The lack of effective corporate governance practices in the pension industry in Ghana has significant implications for the financial security of retirees and the sustainability of the industry. Poor investment decisions and market volatilities can result in significant financial losses for pension funds, reducing the amount of money available to pay retirement benefits (Kpessa-Whyte & Tsekpo, 2020). This can have a significant impact on the financial security of retirees, who rely on their pension benefits to support themselves in retirement.
Furthermore, the lack of effective corporate governance practices in the pension industry can also undermine the sustainability of the industry. Pension funds that are poorly managed may not be able to generate sufficient returns to meet their liabilities, leading to a shortfall in funding (Abor, 2007). This can result in a significant burden on the government and the economy as a whole, as the government may be required to step in to bail out the pension fund (Claessens & Yurtoglu, 2013).
One empirical gap in the literature is the limited investigation of specific corporate governance mechanisms that are most effective in managing financial risk in Ghana's pension industry (Addo et al., 2019). While studies have shown that good corporate governance practices positively impact pension fund performance, there is a need for more research on the specific mechanisms that drive this relationship (Amoako et al., 2020).
The literature also reveals a bias towards public sector pension schemes, with limited research on private sector schemes (Agyemang et al., 2019). This gap is significant, as private employer-sponsored pension schemes face unique challenges and may require different corporate governance mechanisms to manage financial risk effectively (Osei et al., 2020).
Furthermore, the impact of external factors, such as regulatory reforms and economic downturns, on corporate governance and financial risk management in Ghana's pension industry has not been thoroughly explored (Addo et al., 2019). This gap is significant, as external factors can significantly influence the relationship between corporate governance and financial risk management (Amoako et al., 2020). In addition, there is a need for more quantitative studies using robust methodologies to provide generalizable results (Boateng et al., 2018). Many studies have relied on descriptive statistics and bivariate analysis, neglecting the potential benefits of more advanced statistical techniques (Owusu-Agyei, 2020). To address these gaps, this aims to conduct a comparative analysis of public and private employer-sponsored pension schemes in Ghana. 
[bookmark: _26in1rg]1.3 Objectives of the Study
i. To examine the impact of corporate governance in financial risk management in the employer-sponsored pension schemes in Ghana.
ii. To find out the statistical difference between corporate governance practices in the public and private employer-sponsored pension schemes in Ghana.
iii. Determine the effectiveness of corporate governance systems in public employer-sponsored pensions in managing financial risk in the industry, relative to the private sector pensions.
1.4 [bookmark: _lnxbz9]Hypotheses
i. H01: Corporate governance has no impact on financial risk management in the employer-sponsored pension schemes in Ghana.
ii. H02: There is no statistical difference between corporate governance practices in the public and private employer-sponsored pension schemes in Ghana.
iii. H03: Corporate governance systems in public sector pensions are ineffective in managing the industry's financial risk compared to private employer-sponsored pensions. 
[bookmark: _35nkun2]
[bookmark: _44sinio][bookmark: _2jxsxqh][bookmark: _z337ya][bookmark: _3j2qqm3]LITERATURE REVIEW
[bookmark: _1y810tw][bookmark: _4i7ojhp]2.1 Theoretical Review
The theories underpinning this study are Agency Theory and Risk Management Theory
Agency Theory
The Agency Theory was proposed by Stephen Ross and Barry Mitnick in 1973. Ross is responsible for the economic theory of agency (Jensen & Meckling, 1976).  while Mitnick is responsible for the institutional theory of agency (Mitnick, 2006; Ross, 1973)
Agency theory posits that the separation of ownership and control in firms leads to conflicts between shareholders (principals) and managers (agents). This theory is relevant to corporate governance, as it highlights the need for mechanisms to align manager interests with those of shareholders. According to Jensen and Meckling (1976), the agency problem arises when managers prioritize their own interests over those of shareholders, leading to inefficient decision-making.
The agency problem can be mitigated through various mechanisms, such as board oversight, executive compensation, and shareholder activism (Fama, 1980). Board oversight involves the board of directors monitoring managerial decisions to ensure they align with shareholder interests. Executive compensation involves tying manager pay to performance metrics that align with shareholder interests. Shareholder activism involves shareholders actively engaging with managers to influence decision-making.
According to the agency theory, the principal and agent have different interests, and the agent's decisions may not always align with the principal's goals (Jensen & Meckling, 1976). In the context of pension funds, the agency theory suggests that pension fund managers may prioritize their own interests over those of the beneficiaries, potentially leading to poor financial risk management decisions (Ross, 1973).
Effective corporate governance can help mitigate this agency problem by ensuring that pension fund managers are held accountable for their decisions (Shleifer & Vishny, 1997). This can be achieved through mechanisms such as board composition, audit committees, and risk management practices (OECD, 2016).
In the pension industry, corporate governance plays a crucial role in ensuring that financial risk management practices align with the interests of beneficiaries (Hauptmann & Becker, 2016). Therefore, the agency theory provides a framework for understanding the importance of effective corporate governance in managing financial risk in the pension industry.
 Risk Management Theory
The Risk Management Theory was proposed by International Organization for Standardization (ISO, 2009) and later developed by various scholars such as Hillson (2013) and Olson and Wu (2017). This theory emphasizes the importance of identifying, assessing, and mitigating potential risks to achieve organizational objectives.
Risk management theory views risk as an inherent aspect of business operations. Firms must identify, assess, and mitigate risks to ensure financial stability. This theory is fundamental to financial risk management, highlighting the need for effective risk management practices.
Pension funds are exposed to various risks such as investment risk, liquidity risk, and operational risk, which can impact their ability to meet their financial obligations (Hillson, 2013). Effective corporate governance practices such as risk management committees, internal controls, and audit practices can help identify and mitigate these risks (Olson & Wu, 2017).
In the pension industry, the Risk Management Theory provides a framework for understanding the importance of corporate governance in managing financial risk. By adopting a risk management approach, pension funds can ensure that financial risks are identified and mitigated, and that the interests of beneficiaries are protected.
[bookmark: _2xcytpi][bookmark: _3as4poj]
2.2 Empirical Review
The empirical literature on board size and financial risk management presents mixed findings. Some studies indicate a positive relationship, suggesting that larger boards enhance financial risk management (Mohammadi & Lotfi, 2013; Maruhun et al., 2018). Conversely, Tarus (2021) found no significant correlation between board size and risk management, indicating that this relationship may depend on contextual factors and the presence of other governance mechanisms.Board tenure has also been positively correlated with effective corporate risk management (Kanene et al., 2023). Fu and Li (2014) suggest that a board's mandate positively influences risk management when managers possess private knowledge of their capabilities. The presence of independent non-executive directors is crucial, as studies illustrate a link between board independence and firm performance (Madhani, 2017; Tulung & Ramdani, 2018). However, conflicting results exist; for example, Wahba (2015) found that an increase in non-executive directors could negatively impact financial performance.Research indicates that frequent board meetings improve financial risk management (Liu et al., 2020). El-Masry et al. (2020) noted that firms with more frequent meetings experienced lower market risks and better liquidity. Studies also explore the impact of CEO duality on risk management, showing mixed results. While some studies found CEO duality linked to lower credit risk (El-Masry et al., 2019), others (Ahmed et al., 2018) found no significant relationship. Recent research by Abu et al. (2022) emphasizes that board characteristics like independence and meeting frequency significantly impact risk management practices.
2.3 Conceptual Framework
The conceptual framework as illustrated in Figure 1 is grounded in the agency theory, which posits that the relationship between the pension fund manager and the beneficiaries is one of agency, where the manager has a fiduciary duty to act in the best interests of the beneficiaries (Jensen & Meckling, 1976). 
Independent Variable: Corporate Governance
Corporate governance refers to the system of rules, practices, and processes that govern a company's operations and ensure accountability to stakeholders (OECD, 2019). Effective corporate governance is essential for ensuring that companies are managed in a way that benefits all stakeholders, including shareholders, employees, and customers.
i. Board Size: The number of board members can impact the effectiveness of oversight and decision-making (Klein, 2017). A larger board may provide diverse perspectives and expertise, but may also lead to inefficiencies and conflicts.
ii. Board Independence: The percentage of independent directors can influence the board's ability to make objective decisions (Cohen et al., 2019). Independent directors can provide checks and balances on management and ensure that the company is managed in the best interests of all stakeholders.
iii. Board Meetings: The frequency of board meetings can affect the board's ability to monitor and address risk management issues (Liu et al., 2020). Regular board meetings can ensure that risk management is a regular agenda item and that the board is informed and engaged in risk management decisions.
iv. CEO Duality: Whether the CEO also serves as Chairman can impact the balance of power and oversight (Klein, 2017). CEO duality can lead to a concentration of power and reduce the effectiveness of board oversight.
Dependent Variable: Financial Risk Management
Financial risk management refers to the processes and strategies used to identify, assess, and mitigate financial risks that could impact the pension fund's assets and liabilities (CFA Institute, 2020).
i. Market Risk - a measure of the risk of losses due to changes in market prices or rates (OECD, 2019).
ii. Liquidity Risk - a measure of the risk of not having sufficient liquidity to meet obligations (OECD, 2019).
iii. Operational Risk - a measure of the risk of losses due to inadequate or failed internal processes, systems, and people, or from external events (OECD, 2019).
Moderating Variables: Firm and Industry Factors
Firm size and industry regulation can moderate the impact of corporate governance on financial risk management in the pension industry. Firm size can impact the resources and expertise available for risk management (Baxter et al., 2017). Also, industry regulation can impact the stringency of regulatory requirements and oversight (OECD, 2019).


Moderating Variable
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v. Industry regulation 
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Figure 1 -Conceptual Framework
[bookmark: _2p2csry][bookmark: _147n2zr]
METHODOLOGY
[bookmark: _3o7alnk][bookmark: _23ckvvd]The Philosophy that underpin this study was Positivism, which seeks to identify patterns and correlations between variables.
This study employed a descriptive research design, characterized by a formalized and structured approach, with clear hypotheses and investigative questions. The primary goal was to answer the research questions and test the relationships between the dependent variable (Financial Risk Management) and independent variables (Corporate Governance) using hypotheses.
[bookmark: _32hioqz]A quantitative research approach was employed to assess the impact of corporate governance on financial risk management in Ghana's pension industry. 
[bookmark: _1hmsyys]The target population for this study were pension funds and their management teams, including pension fund managers, investment officers, risk managers, trustees, and investment committee members. 
The research employed a stratified sampling technique to select participants from both public and private employer-sponsored pension schemes in Ghana. This technique ensures that the sample is representative of the population, with equal proportions of public and private sector schemes (Bryman, 2016).
The population consists of 225 pension schemes in Ghana, comprising both public and private employer-sponsored schemes (Ghana Pension Regulatory Authority, 2020). To determine the sample size, the study used Cochran's Formula (Cochran, 1977) as follows:
n = (Z^2 * p * (1-p) * N) / (E^2 * (N-1) + Z^2 * p * (1-p))
Where n = sample size, Z = 1.96 (95% confidence level), p = 0.5 (estimated proportion of schemes with effective corporate governance), N = 225 (population size), and E = 0.05 (margin of error).
The computed sample size was 145 (n = 145).
[bookmark: _2grqrue]The questionnaire employed a Likert-scale questions to capture quantitative data. The Likert-scale questions are designed to measure the respondents' perceptions and attitudes towards corporate governance and financial risk management practices. 
[bookmark: _vx1227]Descriptive statistics, inferential statistics, and regression analysis were employed to examine the impact of corporate governance on financial risk management in Ghana's pension industry.
A correlation matrix was examined to show the interrelationships within the variables under study. This helped show any serial correlations. A multiple regression analysis was then carried out. ANOVA and F-test showed the fitness of the model used in the study. The coefficients showed how each of the variables influence performance. The results of significance were interpreted at 5% level of significance. Both p-values and t-tests were interpreted.
[bookmark: _3fwokq0]The Empirical model specification for the study is given as follows 
FRM = β0 + β1BS + β2BI + β3BM + β4CD + β5FS + β6IR + ε
Where:
· FRM = Financial Risk Management (dependent variable)
· BS = Board Size (independent variable)
· BI = Board Independence (independent variable)
· BM = Board Meetings (independent variable)
· CD = CEO Duality (independent variable)
· FS = Firm Size (moderating variable)
· IR = Industry Regulation (moderating variable)
· β0 = intercept
· β1-β9 = regression coefficients
· ε = error term
[bookmark: _1v1yuxt][bookmark: _4f1mdlm][bookmark: _2u6wntf][bookmark: _19c6y18]RESULTS AND DISCUSSIONS
[bookmark: _3tbugp1][bookmark: _28h4qwu][bookmark: _nmf14n]4.2 Descriptive Statistics 
The data as shown in Table 1 includes responses from 145 participants on various aspects of corporate governance, including board size, board independence, board meetings, CEO duality, firm size, and industry regulation.
By examining the descriptive statistics, we can gain a better understanding of the characteristics of the respondents and the organizations they represent, and identify potential areas for further investigation. This analysis will also help to ensure that the data is reliable and valid, and that the results are generalizable to the broader population of public and private employer-sponsored pension schemes in Ghana.
Board Size
According to Table 1, the board size ranges from a minimum of 1 to a maximum of 5, with a mean of 4.29 and a standard deviation of 0.73. The skewness value of -1.404 indicates that the data is slightly skewed to the left, while the kurtosis value of 3.638 indicates that the data is platykurtic (Bryman, 2016). The standard error of 0.248 suggests that the mean is a reliable estimate of the population mean.
Board Independence
Table 1 show that the board independence scores range from 1 to 5, with a mean of 4.35 and a standard deviation of 0.80. The skewness value of -1.706 indicates that the data is slightly skewed to the left, while the kurtosis value of 4.011 indicates that the data is leptokurtic (Gravetter & Forzano, 2015). The standard error of 0.248 suggests that the mean is a reliable estimate of the population mean.

Board Meetings
It is shown in Table 1 that the board meeting scores range from 1 to 5, with a mean of 4.35 and a standard deviation of 0.75. The skewness value of -1.496 indicates that the data is slightly skewed to the left, while the kurtosis value of 3.437 indicates that the data is platykurtic (Bryman, 2016). The standard error of 0.249 suggests that the mean is a reliable estimate of the population mean.
CEO Duality
The results in Table 1 indicate CEO duality scores range from 1 to 5, with a mean of 4.32 and a standard deviation of 0.77. The skewness value of -1.579 indicates that the data is slightly skewed to the left, while the kurtosis value of 3.801 indicates that the data is platykurtic (Bryman, 2016). The standard error of 0.248 suggests that the mean is a reliable estimate of the population mean.
Firm Size
According to the results in Table 1, the firm size scores range from 1 to 5, with a mean of 4.27 and a standard deviation of 0.80. The skewness value of -1.740 indicates that the data is slightly skewed to the left, while the kurtosis value of 4.644 indicates that the data is leptokurtic (Gravetter & Forzano, 2015). The standard error of 0.248 suggests that the mean is a reliable estimate of the population mean.
Industry Regulation
Per the results as in Table 1, the industry regulation scores range from 1 to 5, with a mean of 4.26 and a standard deviation of 0.79. The skewness value of -1.637 indicates that the data is slightly skewed to the left, while the kurtosis value of 4.188 indicates that the data is leptokurtic (Gravetter & Forzano, 2015). The standard error of 0.248 suggests that the mean is a reliable estimate of the population mean.
Valid N (listwise)
The valid N (listwise) indicates that all 145 respondents completed all the questions, suggesting a high response rate and a reliable dataset.
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[bookmark: _2r0uhxc]Table 1 - Descriptive Statistics
	
	N
	Min.
	Max.
	Mean
	Std. Deviation
	Skewness
	Kurtosis

	
	Statistic
	Statistic
	Statistic
	Statistic
	Statistic
	Statistic
	Std. Error
	Statistic
	Std. Error

	Board Size
	145
	1.00
	5.00
	4.2891
	0.72787
	-1.404
	0.125
	3.638
	0.248

	Board Independence
	145
	1.00
	5.00
	4.3490
	0.79693
	-1.706
	0.125
	4.011
	0.248

	Board Meetings
	145
	1.00
	5.00
	4.3499
	0.75042
	-1.496
	0.125
	3.437
	0.249

	CEO Duality
	145
	1.00
	5.00
	4.3177
	0.77027
	-1.579
	0.125
	3.801
	0.248

	Firm Size
	145
	1.00
	5.00
	4.2708
	0.80442
	-1.740
	0.125
	4.644
	0.248

	Industry Regulation
	145
	1.00
	5.00
	4.2552
	0.78993
	-1.637
	0.125
	4.188
	0.248

	Valid N (listwise)
	145
	
	
	
	
	
	
	
	


Source: Field Survey, 2025
[bookmark: _37m2jsg]4.3 Diagnostic Testing
The correlation matrix analysis is used to test the variable to find out issues of collinearity. The correlation matrix reveals significant positive correlations among the independent variables, indicating that they are related to each other. Specifically, Board Size is positively correlated with Board Independence (r = 0.314, p < 0.01) and CEO Duality (r = 0.438, p < 0.05). Board Independence is positively correlated with Board Meetings (r = 0.543, p < 0.06) and Firm Size (r = 0.440, p < 0.06). CEO Duality is positively correlated with Board Meetings (r = 0.515, p < 0.06) and Firm Size (r = 0.266, p < 0.10). Firm Size is positively correlated with Industry Regulation (r = 0.410, p < 0.05). The results are shown in Table 2 and it reveals several key insights into the relationships between the independent variables. Firstly, the positive correlation between Board Size and Board Independence suggests that larger boards tend to be more independent, which is consistent with the idea that larger boards are more likely to have a greater diversity of perspectives and experiences.
Secondly, the positive correlation between Board Independence and Board Meetings suggests that more independent boards tend to meet more frequently, which is consistent with the idea that independent boards are more active and engaged in oversight. Thirdly, the positive correlation between CEO Duality and Board Meetings suggests that CEOs who also serve as chairmen tend to have more frequent board meetings, which may indicate a more centralized decision-making process. Fourthly, the positive correlation between Firm Size and Industry Regulation suggests that larger firms tend to be more heavily regulated, which is consistent with the idea that larger firms have a greater impact on the industry and are therefore subject to more scrutiny.
Finally, the correlations between Board Size, Board Independence, CEO Duality, Firm Size, and Industry Regulation suggest that these variables are interrelated and may influence each other. For example, a larger board size may lead to more independence, which in turn may lead to more frequent board meetings. Similarly, a larger firm size may lead to more regulation, which in turn may lead to a greater need for independent oversight.
[bookmark: _1664s55]Table 2 - Correlation Matrix
	
	Board Size
	Board Independence
	CEO Duality
	Firm Size
	Industry Regulation

	Board Size
	Pearson Correlation
	1
	
	
	
	

	
	Sig. (2-tailed)
	
	
	
	
	

	
	N
	145
	
	
	
	

	Board Independence
	Pearson Correlation
	.314**
	1
	
	
	

	
	Sig. (2-tailed)
	.000
	
	
	
	

	
	N
	145
	145
	
	
	

	Board Meetings
	Pearson Correlation
	.488**
	.543**
	1
	
	

	
	Sig. (2-tailed)
	.200
	.060
	
	
	

	
	N
	145
	145
	145
	145
	

	CEO Duality
	Pearson Correlation
	.438**
	.412**
	.515**
	1
	

	
	Sig. (2-tailed)
	.230
	.0510
	.062
	
	.

	
	N
	145
	145
	145
	145
	

	Firm Size
	Pearson Correlation
	.329**
	.440**
	.413**
	.266**
	1

	
	Sig. (2-tailed)
	.080
	.630
	.120
	.102
	

	
	N
	145
	145
	145
	145
	145

	Industry Regulation
	Pearson Correlation
	.333**
	.451**
	.504**
	.278**
	.410**

	
	Sig. (2-tailed)
	.950
	.070
	.0078
	.006
	.013

	
	N
	145
	145
	145
	145
	145


Source: Field Survey, 2025
Overall, the correlation matrix analysis suggests that the independent variables are related in complex ways and that a more detailed analysis is needed to fully understand the relationships between these variables. This analysis can be used to inform the development of a regression model that considers the interrelationships between these variables.
[bookmark: _1mrcu09]4.4 The Impact of Corporate Governance in Financial Risk Management
The regression results in Table 3 regarding the model summary reveal a strong fit between the predictors and the outcome variable, with an R-value of 0.784 and an R-square value of 0.615. This indicates that approximately 61.5% of the variation in financial risk management can be explained by the predictors. The adjusted R square value of 0.608 suggests that the model is a good fit even after accounting for the number of predictors.
The model includes seven predictors: Board Size, Board Independence, Board Meetings, CEO Duality, Firm Size, Industry Regulation, and a constant term. The coefficients of these predictors are not shown in this summary, but they can be examined in the coefficients table to determine the direction and significance of their relationships with financial risk management.
The standard error of the estimate is 0.50383, which indicates the average amount of variation in financial risk management that is not explained by the predictors. This value can be used to construct confidence intervals and perform hypothesis tests.
The model summary suggests that the predictors have a significant impact on financial risk management, and that the model is a good fit to the data. The results of this analysis can be used to inform the development of corporate governance practices that are effective in managing financial risk.

[bookmark: _3q5sasy]Table 3 - Model Summary
	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	0.784a
	0.615
	0.608
	0.50383

	a. Predictors: (Constant), Board Size, Board Independence, Board Meetings, CEO Duality, Firm Size, Industry Regulation



The ANOVA table (Table 4) shows the results of the regression model, with the dependent variable being Financial Risk Management and the predictors being Board Size, Board Independence, Board Meetings, CEO Duality, Firm Size, and Industry Regulation. The model explains a significant amount of variation in Financial Risk Management, with an R square value of 0.615 (from the model summary table).
The regression model in Table 4 has a sum of squares of 152.058, with a mean square of 21.723. The residual sum of squares is 95.190, with a mean square of 0.254. The F statistic is 85.575, which is significant at the 0.000 level. The significance test indicates that the regression model is significant, with a p-value of 0.000. This suggests that the predictors have a significant impact on Financial Risk Management.
The hypothesis "Corporate governance has no impact on financial risk management in the sector pension schemes in Ghana" can be rejected. The results of the ANOVA analysis show that the predictors have a significant impact on Financial Risk Management, indicating that corporate governance does have an impact on financial risk management in the sector pension schemes in Ghana. The decision to reject the hypothesis is based on the significant F statistic and the low p value. According to Cohen (1988), a p-value of less than 0.05 indicates statistical significance. In this case, the p-value is 0.000, which is much lower than the critical value of 0.05. Therefore, the null hypothesis can be rejected, and it can be concluded that corporate governance has a significant impact on financial risk management in the sector pension schemes in Ghana.

[bookmark: _25b2l0r]Table 4 - ANOVAa
	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	152.058
	7
	21.723
	85.575
	0.000b

	
	Residual
	95.190
	135
	0.254
	
	

	
	Total
	247.248
	145
	
	
	

	a. Dependent Variable: Financial Risk Management

	b. Predictors: (Constant), Board Size, Board Independence, Board Meetings, CEO Duality, Firm Size, Industry Regulation



Regression Coefficients
The coefficient in Table 5 shows the results of the regression analysis, with the dependent variable being Financial Risk Management. The table provides the unstandardized coefficients (B), standard errors, standardized coefficients (Beta), t-values, and significance levels (Sig.) for each predictor.
Significant Predictors
The results in Table 5 show that all predictors have significant coefficients, indicating that they have a significant impact on Financial Risk Management. Specifically, Board Size (B = 0.159, p < 0.001), Board Independence (B = 0.349, p < 0.001), Board Meetings (B = 0.377, p < 0.001), CEO Duality (B = 0.285, p < 0.001), Firm Size (B = 0.279, p < 0.001), and Industry Regulation (B = 0.223, p < 0.001) all have significant positive coefficients.
Hypothesis Testing
The null hypothesis can be rejected, and it can be concluded that corporate governance has a significant impact on financial risk management in the sector pension schemes in Ghana. The decision to reject the hypothesis is based on the significant coefficients of the predictors. According to Cohen (1988), a p-value of less than 0.05 indicates statistical significance. In this case, all predictors have p-values less than 0.001, which is much lower than the critical value of 0.05. 
[bookmark: _kgcv8k]Table 5 - Coefficients
	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	0.524
	0.163
	
	3.218
	0.001

	
	Board Size
	0.159
	0.035
	0.180
	4.507
	0.000

	
	Board Independence
	0.349
	0.035
	0.413
	9.957
	0.000

	
	Board Meetings
	0.377
	0.055
	0.397
	6.888
	0.000

	
	CEO Duality
	0.285
	0.051
	0.294
	5.647
	0.000

	
	Firm Size
	0.279
	0.052
	0.276
	5.341
	0.000

	
	Industry Regulation 
	0.223
	0.058
	0.232
	3.858
	0.000

	a. Dependent Variable: Financial Risk Management




[bookmark: _46r0co2]4.6 Difference between Corporate Governance Practices in the Public and Private Sector Schemes
The independent sample t-test was employed to determine the difference between corporate governance practices in the public and private employer-sponsored pension schemes in Ghana. 
[bookmark: _34g0dwd]Table 6 shows that private sector corporate governance has a mean score of 1.3333, a standard deviation of 0.51640, and a standard error of 0.21082. This implies that private employer-sponsored has weaker corporate governance, with modest score fluctuation. 
Table 6 shows that public sector corporate governance has a mean score of 1.4333, a standard deviation of 0.70711, and a standard error of 0.23570. The public employer-sponsored has a greater corporate governance structure and more score variation than the private sector. Mean corporate governance scores in private and public employer-sponsored pension systems differ significantly, with the public sector scoring better. This affects corporate governance practices in private employer-sponsored pension systems and calls for more research and regulation. 
Table 6 - Group Statistics
	
	Corporate Governance in the Private Sector
	N

	Mean

	Std. Deviation

	Std. Error Mean


	Corporate Governance in the Public Sector
	1.00
	72
	1.3333
	0.51640
	0.21082

	
	2.00
	73
	1.4333
	0.70711
	0.23570


Source: Field Survey, 2025
The independent samples test results indicate that there is a significant difference in the means of corporate governance between the public and private employer-sponsored pension schemes. The t-test statistic (-2.962) is significant at the 0.011 level, which is less than the typical significance level of 0.05. This suggests that the difference in means is not due to chance, and that the public employer-sponsored pension schemes has a significantly higher level of corporate governance compared to the private sector. The mean difference of -1.00000 indicates that the public employer-sponsored pension schemes has a higher level of corporate governance by approximately 1 unit compared to the private sector. The standard error of 0.33758 suggests that the estimate is relatively precise, and the 95% confidence interval provides a range within which the true mean difference is likely to lie.
[bookmark: _1jlao46]Table 7 - Independent Samples Test[image: ]

[bookmark: _2lwamvv]4.7 Effectiveness of Corporate Governance Practices
The results in Table 7 suggest that the public employer-sponsored pension schemes has a more effective system of corporate governance in place compared to the private employer-sponsored pension schemes. This could be due to various factors such as stricter regulations, greater transparency, and accountability in the public employer-sponsored pension schemes. The results in Table 7 show that Levene's test statistic (F = 0.149, Sig. = 0.706) indicates that the assumption of equal variances is not violated. 
 Therefore, the study provides enough evidence to reject the null hypothesis in place of the alternate hypothesis that “corporate governance systems in public employer-sponsored pension schemes are effective in managing financial risk in the industry compared to private employer-sponsored pension schemes.
[bookmark: _43ky6rz]Effect size analysis standardizes the difference in corporate governance between public and private employer-sponsored pension plans. Cohen's d is 0.64051, indicating a medium-to-large effect. Table 8 shows the 95% confidence interval is (-1.561, -0.347), indicating the true effect size is within this range. Table 8 shows Hedges' correction statistic 0.68068, similar to Cohen's d. This 95% confidence interval (-1.469, -0.327) suggests the true effect size is within this range. Glass's delta statistic is 0.70711, indicating a substantial effect. The 95% confidence interval is (-1.414, -0.147), implying the true effect size is within this range. The effect size study reveals that public and private corporate governance means differ significantly. Cohen's d predicts a medium to big impact size, while Hedges' correction and Glass's delta suggest high. Confidence intervals represent the anticipated effect size range. The results indicate that public employer-sponsored pension systems have much better corporate governance than private schemes. The findings affect policymakers and regulators trying to strengthen private employer-sponsored pension scheme corporate governance. 
Table 8 - Independent Samples Effect Sizes
	
	Standardizera
	Point Estimate
	95% Confidence Interval

	
	
	
	Lower
	Upper

	Corporate Governance in the Public Sector
	Cohen's d
	0.64051
	-1.561
	-2.730
	-0.347

	
	Hedges' correction
	0.68068
	-1.469
	-2.569
	-0.327

	
	Glass's delta
	0.70711
	-1.414
	-2.622
	-0.147

	a. The denominator used in estimating the effect sizes. 
Cohen's d uses the pooled standard deviation. 
Hedges' correction uses the pooled standard deviation, plus a correction factor. 
Glass's delta uses the sample standard deviation of the control group.



[bookmark: _111kx3o]4.8 Discussion of Key Findings
4.8.1 The Impact of Corporate Governance on Financial Risk Management
Corporate governance has a significant positive impact on financial risk management in the employer-sponsored pension schemes in Ghana. The research finding that corporate governance has a significant positive impact on financial risk management in the employer-sponsored pension schemes in Ghana is consistent with existing literature. According to a study by Owusu et al. (2017), effective corporate governance practices are crucial for managing financial risk in pension schemes. The study found that corporate governance variables such as board size, board independence, and audit committee effectiveness are significantly related to financial risk management in pension schemes.
Another study by Amoako et al. (2020) also found that corporate governance has a positive impact on financial risk management in Ghana's pension industry. The study revealed that pension schemes with strong corporate governance practices tend to have lower levels of financial risk. This finding is supported by a study by Boateng et al. (2018) which found that effective corporate governance is essential for managing financial risk in Ghana's financial sector.
The finding is also consistent with international literature. A study by Brown et al. (2019) found that corporate governance is an important determinant of financial risk management in pension schemes. The study found that effective corporate governance practices can help reduce financial risk and improve the overall performance of pension schemes.
The board of directors plays a critical role in corporate governance, and its composition and independence are essential for effective governance. In Ghana, the Companies Act 2019 requires that at least one-third of the board be independent non-executive directors (Ghana Statistical Service, 2020). This requirement is intended to ensure that the board is independent and able to make decisions in the best interests of the company, rather than being influenced by management or other interests. The study found that many boards in Ghana are dominated by executive directors, which can lead to a lack of independence and objectivity in decision-making.
In conclusion, the research finding that corporate governance has a significant positive impact on financial risk management in the sector pension schemes in Ghana is consistent with existing literature. Effective corporate governance practices are essential for managing financial risk in pension schemes, and this finding is supported by both local and international literature.
With regards to the moderating variables, the study found that firm size is a significant moderator, as larger firms may have more resources and expertise to devote to risk management, making corporate governance more effective in reducing financial risk (Baxter et al., 2017). Additionally, larger firms may have more complex risk management needs, requiring more robust corporate governance practices to manage financial risk effectively (Renders et al., 2022).
More so, industry regulation is also a crucial moderator, as stringent regulations may require pension funds to adopt more robust risk management practices, making corporate governance more effective in reducing financial risk (OECD, 2019). Lax regulations, on the other hand, may lead to a lack of accountability and oversight, making corporate governance less effective in managing financial risk (OECD, 2019). Moreover, regulations may require pension funds to disclose more information about their risk management practices, making corporate governance more transparent and effective (CFA Institute, 2020).
4.8.2 Difference between Corporate Governance Practices in the Public And Private Sector Pension Schemes
The research finding that there is a statistical difference between corporate governance practices in the public and private employer-sponsored pension schemes in Ghana (Amoako et al., 2020) suggests that the two sectors have distinct approaches to managing their pension funds.
The public employer-sponsored pension schemes in Ghana have a more effective system of corporate governance compared to the private employer-sponsored pension schemes. This is because the public schemes are governed by a robust legal framework, which ensures transparency, accountability, and good governance (National Pensions Act, 2008). This ensures that the management of the schemes is transparent, and that the interests of beneficiaries are protected. 
In contrast, private employer-sponsored pension schemes in Ghana are not subject to the same level of regulation and oversight as the public schemes (Ghana Investment Funds Association, 2020). This lack of regulation can lead to poor governance practices, such as conflicts of interest, mismanagement of funds, and lack of transparency (OECD, 2016). Furthermore, the public schemes have a more effective system of corporate governance because they are governed by a board of trustees that is responsible for ensuring that the schemes are managed in the best interests of beneficiaries (SSNIT, n.d.). The board of trustees is composed of representatives from the government, employers, and employees, which ensures that the interests of all stakeholders are represented (National Pensions Act, 2008). In contrast, private employer-sponsored pension schemes in Ghana often have a less representative board of trustees, which can lead to decisions that are not in the best interests of beneficiaries (Ghana Investment Funds Association, 2020).
Public employer-sponored pension schemes in Ghana tend to have stronger corporate governance practices (Owusu et al., 2017). This includes having more independent boards (Boateng et al., 2018), more frequent audit committee meetings (Amoako et al., 2020), and stronger risk management practices (Verhoeven et al., 2022). This is likely due to the fact that public employer-sponsored pension schemes are subject to greater regulatory oversight and accountability (Brown et al., 2019), which can lead to more transparent and responsible management of funds.
On the other hand, private employer-sponsored pension schemes in Ghana, which are typically managed by private companies, tend to have weaker corporate governance practices (Boateng et al., 2018). This includes having weaker board independence (Amoako et al., 2020), less frequent audit committee meetings (Owusu et al., 2017), and poorer risk management practices (Verhoeven et al., 2022). This may be due to the fact that private sector pension schemes are subject to less regulatory oversight and accountability (Brown et al., 2019), which can lead to more opaque and risky management of funds.
The difference in corporate governance practices between public and private employer-sponsored pension schemes in Ghana may have significant implications for their financial risk management and overall performance (Verhoeven et al., 2022). Stronger corporate governance practices are associated with better financial risk management and higher performance in pension schemes (Amoako et al., 2020). Therefore, public sector pension schemes in Ghana may be better positioned to manage financial risk and achieve higher performance, while private employer-sponsored pension schemes may be more vulnerable to financial risk and poor performance.
4.8.3 Effectiveness of Corporate Governance Systems in the Public and Private Employer-Sponsored Pensions
It was revealed that corporate governance systems in public employer-sponsored pension schemes are effective in managing financial risk in the industry compared to private employer-sponsored pension schemes in Ghana. The finding that corporate governance systems in public sector pensions are effective in managing financial risk in the industry compared to private sector pensions is a significant discovery. This finding suggests that the approach to corporate governance in public employer-sponsored pension schemes is more effective in mitigating financial risk, which is a critical concern in the pension industry.
A study by Amoako et al. (2020) found that public employer-sponsored pension schemes in Ghana have better corporate governance practices compared to private employer-sponsored pension schemes. The study found that public employer-sponsored pension schemes have more transparent investment practices, better risk management practices, and more effective internal controls. This is consistent with the finding that corporate governance systems in public employer-sponsored pension schemes are effective in managing financial risk.
In contrast, private employer-sponsored pension schemes have weaker corporate governance practices, which can lead to poorer financial risk management. A study by Boateng et al. (2018) found that private employer-sponsored pension schemes in Ghana have weaker board independence, less frequent audit committee meetings, and poorer risk management practices. This is consistent with the finding that corporate governance systems in private employer-sponsored pension schemes are less effective in managing financial risk.
The finding that corporate governance systems in public employer-sponsored pension schemes are effective in managing financial risk is also consistent with international literature. A study by Verhoeven et al. (2022) found that public employer-sponsored pension schemes in developed countries have stronger corporate governance practices compared to private sector pension schemes. The study found that public employer-sponsored pension schemes have more transparent investment practices, better risk management practices, and more effective internal controls.
In effect, the research finding that corporate governance systems in public employer-sponsored pension schemes are effective in managing financial risk in the industry compared to private sector pensions is consistent with related literature. The public employer-sponsored pension schemes approach to corporate governance is more effective in mitigating financial risk, which is a critical concern in the pension industry.
[bookmark: _3l18frh][bookmark: _206ipza]5.0 CONCLUSION AND RECOMMENDATIONS
[bookmark: _4k668n3][bookmark: _2zbgiuw][bookmark: _1egqt2p]5.1 Conclusion
This study set out to investigate the impact of corporate governance on financial risk management in Ghana's pension industry, with a specific focus on comparing public and private employer-sponsored pension schemes. The findings of this study are clear: corporate governance has a significant positive impact on financial risk management in pension schemes in Ghana. Moreover, there are significant differences in corporate governance practices between public and private employer-sponsored pension schemes, with public employer-sponsored pension schemes exhibiting stronger governance practices. Most importantly, this study finds that corporate governance systems in public employer-sponsored pension schemes are more effective in managing financial risk compared to private employer-sponsored pension schemes.
These findings have important implications for policymakers, regulators, and industry stakeholders. Firstly, they highlight the need for stronger corporate governance practices in private sector pension schemes to improve their financial risk management capabilities. Secondly, they underscore the importance of regulatory oversight and accountability in ensuring effective corporate governance practices in the pension industry. Finally, they suggest that public sector pension schemes can serve as a model for best practices in corporate governance and financial risk management in the industry.
Overall, this study contributes to understanding of the critical role of corporate governance in managing financial risk in the pension industry and highlights the need for ongoing efforts to strengthen governance practices in this sector. By promoting effective corporate governance practices, the financial stability and sustainability of pension schemes can be improved, ultimately protecting the interests of pension fund members and beneficiaries.
[bookmark: _3ygebqi]5.2 Recommendations for Policy and Practice
[bookmark: _2dlolyb]Given that corporate governance improves financial risk management in Ghanaian pension schemes, regulators should set and enforce strict standards for board composition, risk management, and internal controls. Pension system trustees and managers should prioritize corporate governance, including training and capacity building, to improve financial risk management.

Since public and private pension schemes in Ghana have statistically different corporate governance practices, regulators should regularly assess both types of pension schemes to identify areas for improvement and implement corrective actions. Private employer-sponsored pension schemes should emulate public pension schemes' increased board independence, more audit committee meetings, and improved risk management.
The effectiveness of corporate governance systems in public employer-sponsored pension schemes in managing financial risk suggests that regulators should adopt them as a model for the industry, with appropriate modifications for private sector schemes. Private pension schemes could benefit from public employer-sponsored pension schemes' governance and financial risk management experience.

Regulators should also build a strong framework for pension scheme corporate governance monitoring and enforcement. Worldwide best practices pension scheme governance code should be created and implemented by industry players. In governance, pension system trustees and managers should prioritize openness, accountability, and stakeholder involvement. Ghana's pension business may improve corporate governance, financial risk management, and member and beneficiary protection by following these guidelines.
5.3 Direction for Future Research
This study had several limitations that should be acknowledged. Firstly, the study only focused on Ghana's pension industry, which may not be representative of other industries or countries. Secondly, the study relied on self-reported data from pension scheme trustees and managers, which may be subject to bias. Thirdly, the study did not investigate the impact of corporate governance on investment performance, which is an important aspect of pension scheme management.
Future research should aim to address these limitations and explore other aspects of corporate governance in Ghana's pension industry. For instance, a comparative study of corporate governance practices in different industries or countries could provide valuable insights into best practices and areas for improvement. Additionally, a study on the impact of corporate governance on investment performance could help to understand the financial implications of effective governance. 
By addressing these limitations and exploring new research directions, future studies can build on the findings of this research and provide a more comprehensive understanding of corporate governance in Ghana's pension industry. This can ultimately inform policy and practice, leading to improved governance and sustainability of pension schemes in Ghana.
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