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Abstract
Aims: This study investigates the effect of board chair characteristics—
specifically independence, financial expertise, and duration of service—

on the financial reporting quality of microfinance institutions (MFIs) in the Northwest region of Cameroon. It further explores how these governance mechanisms function within a socio-politically unstable environment.

Study Design: The study employed a quantitative research design.

Place and Duration of Study: The research was conducted in the Northwest Region of Cameroon. Data collection and the scope of the study spanned from late 2024 to mid-2025

.

Methodology: Primary data were collected through structured questionnaires administered to 58 registered microfinance institutions selected via random and convenience sampling. Variables included board chair independence, financial expertise, and duration of service as independent variables, with financial reporting quality (measured by timeliness, compliance, and accuracy) as the dependent variable. Binary logistic regression was used to analyze the relationship between these variables.

Results: Based on a sample of 58 MFIs, the logistic regression revealed that board chair independence had a negative and statistically insignificant effect on reporting quality (B = -1.130, p = 0.601). Conversely, board chair financial expertise showed a positive and marginally significant effect at the 10% level (B = 1.618, p = 0.093), with an odds ratio suggesting that institutions with expert chairs are over five times more likely to produce quality reports (Exp(B) = 5.042). Board chair duration of service yielded mixed results: the 3-6 years category had a weak positive relationship (B = 0.530, p = 0.591), while the 9+ years category showed a negative, non-significant trend (B = -3.249, p = 0.162).

Conclusion: The study concludes that in an unstable environment, the technical competence (financial expertise) of a board chair is a more critical determinant of financial reporting quality than mere independence. While independence showed no significant impact, the presence of a financially literate chair significantly enhances the likelihood of high-quality reporting. Furthermore, the findings suggest that prolonged board chair tenure may eventually become detrimental to oversight. Therefore, MFIs should prioritize financial literacy and consider leadership renewal policies to ensure transparent and accountable financial reporting.
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1. Introduction

Scandals in the early 21st century has pointed to weakness in financial reporting quality. Such scandal has led to the collapse of Enron in 2001 and WorldCom’s in 2002 (Shigyhan et al., 2023). However, developing economies are not left out of this scandal, as there are many institutions which have failed to live up to expectation. Most recently BICEC bank a subsidiary of BPCE in France scandal in 2015 in which 50 billion was embezzled (Fossung & Magang, 2019; Kueda et al., 2020). The collapsed or failure of some microfinance institution in Cameroon such as COFINEST which was one of the biggest microfinance institutions and her failure was accounted for by lack of transparency and accountability. Other microfinance institutions like FIFA, Dominion finance, Raven Green Finance and Global finance have also gone bankrupt due to poor financial reporting quality (Fotabong, 2012). This implies that the information provided by these institutions were not relevant, faithfully represented, comparable, verifiable, timely and understandable. These failures provide the need for a good financial reporting quality in microfinance institutions which handle savings of low-income earners in the society. The existing literature has highlighted several challenges facing MFIs in Cameroon, including poor governance, inadequate risk management, and limited access to funding (Mersland, 2009). These challenges can negatively impact the financial reporting quality of MFIs, leading to a loss of stakeholder trust and confidence (CGAP, 2019). A study by Mersland & Strøm (2009) founded that MFIs with stronger governance practices, including independent boards and transparent reporting, have lower loan losses and higher profitability. A review of MFI financial statements found that nearly 30% of the financial statements contained material weaknesses in internal controls over financial reporting (MicroRate, 2019). This highlights the need for improved financial reporting practices. In Cameroon, financial reporting quality in Cameroon's financial institutions is influenced by several factors or components. One of the key characteristics of the board that affects the financial reporting quality in Cameroon's financial institutions is the level of board independence (Kueda et al., 2020). The Northwest Region of Cameroon faces additional challenges due to the ongoing socio-political crisis that has resulted in economic instability, displacement, and disruptions to business operations (International Crisis Group, 2021). A board that is independent and has a diverse range of skills and expertise is more likely to ensure that the financial reports are of high quality. According to Michael & Magang (2019) within the micro financial institutions in Cameroonian context, financial reporting quality is the expertise of the board committee. The board committee is responsible for overseeing the institution's financial reporting process and ensuring that it complies with relevant regulations and standards. In the Northwest region of Cameroon, financial reporting quality in micro financial institutions are impacted by several financial institutional yardsticks such as board size, gender diversity, board terms remuneration and financial expertise among others. The reputation of the auditor is also an important factor that affects financial reporting quality. Thus this study seeks determine the effect of board chair characteristics on the financial reporting quality of micro financial institutions in the Northwest region of Cameroon. This unstable environment can further complicate financial reporting and increase the risk of fraud and errors. Given these challenges, the board of directors plays a critical role in safeguarding financial 
reporting quality in MFIs. 

2. LITERATURE AND HYPOTHESIS DEVELOPMENT
While independence is theoretically a pillar of good governance, empirical evidence often shows a non-significant or even negative relationship with reporting quality in specific contexts. This suggests that independence may be a purely structural feature that lacks impact if the chair is not actively engaged or lacks technical competence. This hypothesis is grounded in Agency Theory, which posits that independent chairs should serve as a monitoring mechanism to curb managerial self-interest and reduce information asymmetry. Isa et al. (2024): Observed no significant impact of board independence on the financial reporting quality of Nigerian banks. Rimamshung et al. (2023): Found that independence did not significantly enhance the quality of financial information. Bakara (2019): Reported non-significant or negative associations between board independence and financial outcomes. Ben et al. (2023): Confirmed that board independence did not show a significant relation with bank market-to-book ratios. Kueda et al. (2020): Highlighted that while independence is a key factor, its effectiveness varies in the Cameroonian context.
(H₁): Board chair independence has no significant effect on the financial reporting quality of microfinance institutions.

Financial expertise is a strong predictor of reporting quality. The presence of a chair with financial acumen allows for better detection of irregularities and ensures compliance with complex accounting standards. In fact, institutions with expert chairs were found to be over five times more likely to produce high-quality reports.This aligns with Resource Dependence Theory, which suggests that specialized skills and knowledge are critical organizational assets that enhance the board’s capacity for financial overs.  Rimamshung et al. (2023): Emphasized that board expertise is vital for improving reporting quality among listed firms. Amah et al. (2021): Demonstrated that financial competence significantly enhances monitoring and transparency. Nguimfack (2022): Found a positive influence of board expertise on the transparency of Cameroonian SMEs. Bouteska (2020): Proved that the presence of financial professionals has a substantial impact on institutional performance. Michael & Magang (2019): Identified board expertise as a primary driver of financial reporting quality in the Cameroonian context.

(H₂): Board chair financial expertise has a positive and significant effect on financial reporting quality.

Tenure has a "nuanced relationship" with governance effectiveness. While moderate service (3–6 years) helps build institutional knowledge, long-term service (over 9 years) can lead to "entrenchment," where the chair becomes too familiar with management and loses the ability to provide objective oversight. This draw from Agency Theory, emphasizing that the board must balance the benefits of experience with the risks of reduced objectivity and independence over time. Nkengateh and Dongmo (2022): Argued that long tenure may increase institutional knowledge but simultaneously reduce board independence, Jensen and Meckling (1976): Provided the foundational agency perspective on how long-term management-owner relationships can compromise monitoring, Mersland & Strøm (2009): Explored how board dynamics, including tenure, affect the governance and performance of MFIs. Shiyghan et al. (2023): Analyzed how established governance mechanisms impact the financial sustainability of MFIs, Rose (2004/2007): Discussed the role of corporate boards in extending loyalty and maintaining value over different leadership cycles.

(H₃): Board chair duration of service has no significant effect on financial reporting quality.

3. METHODOLOGY
3.1 Scope of the study

There are so many microfinance institutions in Cameroon; however this study focuses only on microfinance institutions in the North West Region of Cameroon, that are fully registered under the supervision of Ministry of Finance and COBAC irrespective of their umbrella body in which there are. The study is done within the period from November 2024 to July 2025. In this study the variables covered are board chair independence, board chair financial expertise and board chair duration of service as the independent variables and financial reporting quality as the dependent variable.  

3.2 Model
 Specification

In order to examine the effect of board chair characteristics on the financial reporting quality of micro financial institutions in the Northwest region of Cameroon, the researcher came up with the following functions; financial reporting quality = f (board chair independence, board chair financial expertise and board chair duration of service). It thus follows that 
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Econometrically, the model is specified thus
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These variables are summarized in Table1 below.

Table 1. Summary of the Measurability of Variables
	
	Variables
	Measurement
	Response Type

	 Dependent
	Financial Reporting 

Quality
	Timeliness of Reporting, Compliance with Accounting Standards and Accuracy Reliability of Financial Statements
	Binary (Yes = 0; No = 1)

	Independent
	Board Chair Independence
	Involvement in daily operations
	Binary (Yes = 0; No = 1)

	
	Board Chair Financial Expertise 
	Education or work background
	Binary (Yes = 0; No = 1)

	
	Board Chair Duration of Service
	Years in position
	Continuous (numeric)

	       Control 
	Firm Size
	Number of employees
	Numeric

	
	External Audit Status 
	Recent external audit conducted
	Binary (Yes = 0; No = 1)

	
	Board size
	Number of board members
	Continuous (numeric)


Source: Author (2025) 

3.3 Estimation
 Method 

All data collected for this study shall be coded and analysed with the help of SPSS. Frequency tables, percentages, mean, min, max, shall be used to describe respondents’ characteristics, responses on various variables of interest. Cronbach alpha shall be used to indicate the reliability of observed variables. Tests to be performed in the analysis include multicollinearity, the test for heteroskedasticity, and normality. Regarding the econometric tests, the fisher statistics for the global significance of the model and the R-square adjusted will be used for the overall fitness of the model. The size of the parameter will determine the magnitude of the effect of variables while the sign will determine the direction of the effect of the independent variables on the dependent variable and if the p-value is less than the threshold of 1%, 5% and 10% level of significance. The descriptive statistics were the frequencies, means and standard deviation. The first set of inferential is the Logistic Regression
. Whereby coefficients and their associated significance (p –values) will be generated and inferred to describe the nature and strength of the relationship between pairs of variables. The descriptive statistics and multiple linear regression coefficients matrix will be generated using STATA. Binary logistic regression is a statistical method used to model the relationship between a binary dependent variable and one or more independent variables. 
4. PRESENTATION AND DISCUSSION OF FINDINGS
4.1 
Descriptive statistics

Table 2.  Summary Statistics Table 

	
	N
	Minimum
	Maximum
	Mean
	Std. Deviation

	Financial Reporting
	56
	.00
	1.00
	.8036
	.40089

	Board Chair Independence
	56
	0
	1
	.09
	.288

	Board Chair Expertise
	56
	0
	1
	.48
	.504

	Board Chair Duration of Services
	56
	1
	4
	1.75
	.939

	1-3
	56
	.00
	1.00
	.5179
	.50420

	3-6
	56
	.00
	1.00
	.2857
	.45584

	6-9
	56
	.00
	1.00
	.1250
	.33371

	9-Above
	56
	.00
	1.00
	.0714
	.25987

	Firm Size
	56
	5
	236
	45.29
	53.193

	Board Size
	56
	5
	13
	7.20
	2.169

	External Audit Status
	56
	0
	1
	.93
	.260

	Valid N (listwise)
	56
	
	
	
	


Source: Author (2025)

The data presents a statistical summary of various variables related to board characteristics and firm features. The first variable, Financial Reporting, has a mean of 0.8036 with a standard deviation of 0.40089, indicating that most firms have a high level of financial reporting practices, with some variation in adherence to reporting standards. For Board Chair Independence, the mean is 0.09, suggesting that only a small proportion of firms have an independent board chair. The standard deviation of 0.288 reflects some variability around this low level of independence. Similarly, Board Chair Expertise has a mean of 0.48, which suggests that, on average, about half of the firms have a chair with expertise in board activities. The standard deviation here is 0.504, indicating substantial variation in expertise levels across firms. The Board Chair Duration of Services variable has a mean of 1.75, with a standard deviation of 0.939. This indicates that the typical board chair has served for a moderate duration, with some chairs having much longer or shorter tenures. The categories of Board Chair Tenure (1-3 years, 3-6 years, 6-9 years, 9+ years) show the following proportions. For 1-3 years, 51.79% of firms fall into this category, with a standard deviation of 0.50420, showing a reasonable spread of data. In the 3-6 years range, 28.57% of firms fall into this group, with a standard deviation of 0.45584, suggesting moderate variation. Only 12.50% of firms have board chairs who have served 6-9 years, with a standard deviation of 0.33371. Finally, just 7.14% of firms have board chairs with over 9 years of service, and the standard deviation of 0.25987 indicates minimal variation in this subset. Firm Size has a mean of 45.29, with a large standard deviation of 53.193, indicating that the firms in the sample vary significantly in size, ranging from very small to large organizations. Board Size has a mean of 7.20 members, with a standard deviation of 2.169, suggesting that most firms have moderately sized boards, but some firms may have notably smaller or larger boards. Finally, External Audit Status shows that 93% of the firms in the sample undergo external audits, with a standard deviation of 0.260, reflecting some variation in whether firms choose to be audited externally.

4.2 Estimation
 results
The regression analysis provides varying insights into the effects of board chair characteristics on the financial reporting quality of microfinance institutions in the Northwest region of Cameroon in table 3 of the appendices. Starting with the first objective, which seeks to assess the effect of board chair independence on financial reporting quality, the regression result shows a negative coefficient of -1.130. This implies that having an independent board chair reduces the likelihood of high-quality financial reporting, although this relationship is not statistically significant (p = 0.601). The odds ratio (Exp(B) = 0.323) further suggests a decreased likelihood of improved financial reporting under independent leadership. These findings are consistent with studies such as Isa et al. (2024) and Rimamshung et al. (2023), which also found no significant impact of board independence on financial reporting quality. This suggests that while independence may be a structural governance feature, it does not necessarily translate into improved oversight unless paired with active engagement and relevant experience. The result also aligns with the work of Bakara (2019) and Ben et al. (2023), who reported similar non-significant or negative associations in the context of board independence and audit or financial outcomes. From an agency theory perspective, while independence is designed to curb managerial opportunism, its effect may be limited in contexts where independent directors are symbolic or lack the technical know-how to challenge management. Addressing the second objective, which focuses on analyzing the effect of board chair financial expertise on financial reporting quality, the regression analysis reveals a positive coefficient of 1.618. This indicates that the presence of financial expertise in the board chair position enhances the likelihood of high-quality financial reporting. Although the p-value (0.093) is above the 5% threshold, it is below 10%, suggesting a marginal level of significance. The odds ratio (Exp(B) = 5.042) implies that institutions with financially literate board chairs are over five times more likely to produce quality financial reports compared to those without such expertise. While we do not fully reject the null hypothesis at the 5% level, the trend is strong enough to support the assertion that financial expertise in board leadership is beneficial. This finding is reinforced by Rimamshung et al. (2023), who emphasized the significance of board expertise in improving financial reporting quality among listed firms. Similarly, Amah et al. (2021) and Nguimfack (2022) demonstrated that financial competence within board leadership enhances monitoring and transparency. Theoretically, this result aligns with resource dependence theory, which suggests that individuals with specialized knowledge and experience serve as valuable assets to the organization, especially in areas like financial oversight. Therefore, improving financial reporting quality in microfinance institutions could be more effectively achieved by prioritizing financial literacy and professional expertise in board chair appointments.

The third objective is to examine the effect of board chair duration of service on the financial reporting quality of microfinance institutions. The regression results for the different duration categories provide mixed but insightful results. Compared to the omitted baseline (presumably 1–3 years), board chairs who have served between 3–6 years showed a positive but statistically insignificant effect (B = 0.530, p = 0.591), suggesting a weak relationship. For the 6–9 years category, the regression produced an exceptionally large coefficient (B = 20.840) and standard error, with a p-value of 0.999, indicating model instability likely due to sparse data or perfect separation. The 9+ years group yielded a negative coefficient (B = -3.249, p = 0.162), suggesting that excessively long tenure may actually reduce financial reporting quality, though this result is not statistically significant. As such, we fail to reject the null hypothesis (H03), which posits no significant effect of board chair duration on financial reporting quality. Despite the lack of statistical significance, these results suggest a nuanced relationship: short to moderate tenure may be beneficial due to fresh oversight and motivation, while excessively long tenure may lead to complacency or overfamiliarity with management, undermining the board's effectiveness. This interpretation is echoed in Nkengateh and Dongmo (2022), who argued that longer tenure may increase experience and institutional knowledge but may also reduce board independence over time. From an agency theory lens, this suggests that board tenure should be managed carefully to balance expertise with objectivity and oversight.

5. Conclusion 

This study offers meaningful insights into the governance dynamics shaping financial reporting quality in microfinance institutions within the Northwest region of Cameroon. By examining board chair characteristics, namely independence, financial expertise, and duration of service alongside institutional control variables, the analysis provides a nuanced understanding of what drives reliable and transparent financial reporting in this context. The findings clearly indicate that board chair financial expertise and an optimal duration of service exert more influence on financial reporting quality than independence alone. The negative and statistically insignificant relationship between board chair independence and financial reporting quality suggests that appointing an independent chair, while theoretically aligned with good governance principles, may not be sufficient to improve reporting practices in isolation. In practice, independence without relevant financial knowledge, oversight capacity, or active engagement can render the role largely symbolic, limiting the chair's ability to contribute meaningfully to financial integrity.

In contrast, the positive influence of financial expertise, even if only marginally significant, emphasizes the practical value of competence in financial oversight roles. Board chairs with financial acumen are better equipped to interpret complex financial information, detect irregularities, and ensure that financial statements are accurate, transparent, and compliant with regulatory standards. This expertise, however, must be embedded within an enabling environment one where internal control systems are functional, board members are actively engaged, and there is a culture of accountability to fully impact financial reporting outcomes. The analysis also highlights the importance of board chair tenure. Moderate durations of service appear to offer a balance between experience and objectivity, allowing the chair to build institutional knowledge and credibility without becoming overly entrenched. Excessively long tenures, on the other hand, may compromise objectivity and reduce the effectiveness of oversight due to familiarity with management, resistance to change, or diminished accountability. This finding supports the case for implementing leadership renewal policies or term limits to maintain vigilance and adaptability within board leadership.

While none of the variables reached conventional levels of statistical significance, the direction and magnitude of the coefficients, coupled with theoretical coherence, offer practical insights. They underscore that effective governance is not solely a matter of structural compliance, such as meeting formal independence requirements, but also hinges on the substance of board engagement, leadership quality, and institutional capacity. More broadly, the study suggests that improving financial reporting quality in MFIs requires a holistic approach to governance one that values not just independence but also competence, continuity, and contextual awareness. Relying solely on prescribed governance norms may be inadequate in settings where informal relationships, limited resources, and institutional constraints shape how boards function. Instead, governance reforms must be sensitive to local realities, emphasizing skills-based appointments, appropriate tenure policies, and capacity-building efforts to enhance the financial oversight function. Strengthening financial reporting quality in microfinance institutions is best achieved through an integrated governance framework that aligns leadership competence with institutional accountability. By focusing on the effectiveness of board roles rather than just their formal characteristics MFIs can improve transparency, stakeholder confidence, and long-term sustainability in the sector.
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Appendices

Table 3: Logistic Regression

	
	B
	S.E.
	Wald
	df
	Sig.
	Exp(B)

	Step 1a
	Board Chair Independence
	1.330
	1.587
	0.703
	1
	0.402
	3.782

	
	Board Chair Expertise
	5.319**
	2.660
	4.000
	1
	0.046
	204.198

	
	Board Chair Duration of Services
	1.863
	2.726
	.467
	1
	0.494
	6.443

	
	Firm Size
	0.065*
	0.038
	2.975
	1
	0.085
	1.067

	
	Board Size
	-0.757**
	0.384
	3.891
	1
	0.049
	0.469

	
	External Audit Status
	-4.543
	3.028
	2.250
	1
	0.134
	0.011

	
	Constant
	2.643
	3.557
	0.552
	1
	0.457
	14.062

	a. Variable(s) entered on step 1: Board Chair Independence, Board Chair Expertise, Board Chair

Duration of Services, Firm Size, Board Size, External Audit Status

	*** p<.01, ** p<.05, * p<.1


Source: Author (2025)
Table 4 : Model Summary  

	Step
	-2 Log likelihood
	Cox & Snell R Square
	Nagelkerke R Square

	1
	18.954a
	.531
	.512

	Omnibus Tests of Model Coefficients

	
	Chi-square
	df
	Sig.

	Step 1


	Step
	14.744
	6
	.022

	
	Block
	14.744
	6
	.022

	
	Model
	14.744
	6
	.022

	a. Estimation terminated at iteration number 9 because parameter estimates changed by less

than .001.


Source: Author (2025) 
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