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Abstract 

This article provides a comprehensive review of the existing literature on agency conflicts and 

corporate governance in African firms, with a focus on understanding the unique challenges 

and dynamics that shape these relationships within the continent's diverse economic and 

regulatory environments. Agency conflicts, which arise due to divergent interests between 

corporate managers (agents) and shareholders (principals), present significant governance 

challenges that can affect firm performance, market confidence, and economic development. 

In Africa, these conflicts are often compounded by unique factors such as concentrated 

ownership structures, limited enforcement of governance standards, and socio-cultural 

influences that differ from those in more developed markets. 

The review systematically examines the manifestation of agency conflicts in African firms, 

analyzing key drivers such as board composition, ownership patterns, regulatory frameworks, 

and socio-economic contexts. It further explores how these factors influence governance 

practices and outcomes across different regions and sectors within Africa. The article also 

highlights the limitations in current research and identifies gaps in the literature that warrant 

further investigation. The findings of this review provide valuable insights for policymakers, 

practitioners, and scholars interested in enhancing corporate governance standards and 

promoting sustainable economic growth in Africa. 

 

Keywords: Agency Conflicts; Corporate Governance; African Firms; Ownership Structures;     

Regulatory Frameworks. 
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1. Introduction 

Corporate governance has emerged as a critical area of focus in both academic and policy-

making circles due to its profound impact on firm performance, market stability, and 

economic development. At the heart of corporate governance lies the concept of agency 

conflicts, which occur when there is a misalignment of interests between corporate managers 

(agents) and the shareholders (principals) who own the firm. In many contexts, these conflicts 

can lead to decisions that are not optimal for shareholders, resulting in inefficiencies, reduced 

firm value, and potential financial distress. In the African context, the dynamics of agency 

conflicts are shaped by unique factors such as ownership structures, regulatory environments, 

and socio-cultural influences, which make the study of corporate governance in this region 

particularly compelling. 

-Background and Significance 

Agency conflicts, a key concern in corporate governance, are traditionally understood through 

the lens of agency theory, which highlights the inherent conflict of interest between managers 

who run companies and the shareholders who own them. Managers, acting as agents, may 

pursue their own interests, such as maximizing personal wealth or enhancing job security, 

which may not necessarily align with the goal of shareholder wealth maximization. This 

conflict is particularly pronounced in environments where corporate governance mechanisms 

are weak or underdeveloped. In Africa, corporate governance structures are relatively nascent, 

often characterized by concentrated ownership, less formalized regulatory environments, and 

varying degrees of adherence to international best practices. These conditions create a fertile 

ground for agency conflicts, making their study both urgent and relevant. 

Understanding agency conflicts and their implications for corporate governance in African 

firms is crucial for several reasons.  

First, these conflicts can significantly affect firm performance, investment flows, and 

economic growth. Given the critical role that firms play in driving economic development, 

particularly in emerging markets like Africa, addressing agency conflicts through improved 

governance practices can help enhance firm efficiency, attract foreign investment, and 

promote sustainable growth.  

Second, African markets are increasingly integrated into the global economy, and governance 

practices in these markets can influence international investor confidence. As African firms 

seek to attract more capital from global markets, they face growing pressure to align their 

governance practices with international standards.  
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Third, the diversity of economic, regulatory, and cultural contexts across African countries 

provides a unique opportunity to explore how different factors shape corporate governance 

and agency conflicts in ways that may differ from other regions. 

-Research Problem and Objectives 

The literature on corporate governance and agency conflicts in developed markets, such as the 

United States and Europe, is extensive, providing detailed insights into how governance 

structures can mitigate agency conflicts and enhance firm value. However, there is relatively 

limited research focused specifically on African firms. Existing studies often overlook the 

distinct characteristics of African markets, such as concentrated ownership patterns, the role 

of family businesses, the influence of state ownership, and the impact of informal governance 

structures. These unique features require a different analytical approach to understand how 

agency conflicts manifest and affect governance practices in African firms. 

This article aims to fill this gap by providing a comprehensive review of the literature on 

agency conflicts and corporate governance in African firms. Specifically, the article seeks to 

achieve the following objectives: 

   To analyze the manifestation and drivers of agency conflicts in African firms, considering 

factors such as ownership structures, board composition, regulatory frameworks, and socio-

cultural contexts. 

   To examine how these agency conflicts influence corporate governance practices and firm 

performance across different sectors and regions within Africa. 

   To identify the limitations and gaps in the existing literature on this topic and propose 

directions for future research. 

   To provide insights and recommendations for policymakers, practitioners, and scholars 

interested in improving corporate governance standards in Africa. 

-Scope of the Review 

The scope of this review encompasses both theoretical and empirical studies that examine 

agency conflicts and corporate governance in African firms. It includes an exploration of 

various governance mechanisms, such as board structures, ownership patterns, shareholder 

rights, transparency, and accountability, as well as the regulatory frameworks that shape 

governance practices in different African countries. The review also considers studies that 

provide comparative insights between African firms and firms in other regions, such as Asia, 

Europe, and Latin America, to highlight unique challenges and opportunities for improving 

governance practices in Africa. 
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This review adopts a multi-disciplinary approach, drawing on literature from finance, 

economics, management, and law to provide a holistic understanding of the subject matter. By 

synthesizing findings from a wide range of studies, this article aims to offer a comprehensive 

overview of the state of knowledge on agency conflicts and corporate governance in African 

firms. It also seeks to identify areas where further research is needed to deepen understanding 

and provide actionable recommendations for enhancing governance standards in the region. 

-Structure of the Article 

The article is organized into several sections. Following this introduction, the Literature 

Review section provides a detailed analysis of the theoretical frameworks and empirical 

studies on agency conflicts and corporate governance in African firms. The Research Method 

and Data section describes the approach used to conduct the literature review, including the 

data sources and selection criteria. The Results Analysis section presents the key findings 

from the reviewed studies, highlighting patterns, trends, and discrepancies. The Discussion 

section provides an in-depth interpretation of the findings, their implications for corporate 

governance practices in Africa, and contributions to the existing body of knowledge. Finally, 

the Conclusion section summarizes the main points, offers policy recommendations, and 

suggests areas for future research. 

By providing a comprehensive review of the literature, this article contributes to a deeper 

understanding of the complexities of agency conflicts and corporate governance in African 

firms, offering insights that are relevant not only for academics but also for policymakers, 

practitioners, and investors who are engaged in or interested in the African market. 

2. 1 Literature Review 

This section provides a comprehensive overview of the literature on agency conflicts and 

corporate governance in African firms. It is organized into four key areas: an overview of 

agency theory, corporate governance in African firms, empirical studies on agency conflicts 

in Africa, and comparative insights. These elements are crucial for understanding the unique 

dynamics and challenges that shape governance practices in the African context. 

-Overview of Agency Theory 

Agency theory, first introduced by Jensen and Meckling (1976), has been widely used to 

explain conflicts that arise between principals (shareholders) and agents (managers) due to 

divergent interests. This theory posits that managers, as agents, may not always act in the best 

interests of shareholders, leading to agency conflicts that can adversely affect firm value and 

performance (Eisenhardt, 1989; Shleifer & Vishny, 1997). The theory has become 
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foundational in the study of corporate governance, highlighting the importance of 

mechanisms that align the interests of managers with those of shareholders to mitigate agency 

conflicts (Fama & Jensen, 1983; Aguilera et al., 2015). 

Recent studies have extended agency theory by incorporating contextual factors that influence 

the severity and nature of agency conflicts. These include ownership structures, regulatory 

environments, cultural norms, and market dynamics (Filatotchev & Nakajima, 2014; Young et 

al., 2008). For example, research shows that agency conflicts are less pronounced in firms 

with concentrated ownership since dominant shareholders can exert more control over 

managerial actions (La Porta et al., 1999;). However, in contexts where ownership is 

dispersed, such as in many developed markets, agency conflicts tend to be more severe due to 

weaker oversight mechanisms (Denis, 2001; Berle & Means, 1932). 

In the context of African firms, the applicability of agency theory has been questioned due to 

the unique characteristics of African markets, such as concentrated ownership, state influence, 

and informal governance practices (Khanna & Palepu, 2000; Amaeshi et al., 2016). These 

factors necessitate a more nuanced understanding of how agency conflicts manifest in African 

firms, as well as the effectiveness of traditional governance mechanisms in mitigating these 

conflicts (Rossouw et al., 2002; Adegbite et al., 2012). 

-Corporate Governance in African Firms 

Corporate governance in African firms is characterized by a complex interplay of formal and 

informal mechanisms shaped by unique historical, cultural, and socio-economic factors 

(Ntim, 2015; Agyemang & Castellini, 2015). The governance landscape in Africa is diverse, 

reflecting differences in regulatory environments, ownership structures, and levels of 

economic development across the continent (Okeahalam & Akinboade, 2003;). While some 

African countries, such as South Africa and Nigeria, have relatively well-developed corporate 

governance frameworks, others, like Sudan and Chad, are still in the early stages of 

developing their governance systems (Kyere & Ausloos, 2021; Okike, 2007). 

Research indicates that corporate governance in African firms is often marked by 

concentrated ownership, with significant stakes held by families, state entities, or foreign 

investors (Okeahalam & Akinboade, 2003; Ntim, 2017). This concentration can both mitigate 

and exacerbate agency conflicts. On one hand, large shareholders have the power to monitor 

managers effectively and reduce agency costs (Alhassan & Asare, 2016; Ahunwan, 2002). On 

the other hand, concentrated ownership can lead to conflicts between majority and minority 
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shareholders, especially in cases where the controlling shareholders pursue private benefits at 

the expense of other shareholders (Gugler et al., 2003; Aguilera et al., 2015). 

Another critical aspect of corporate governance in African firms is the role of regulatory 

frameworks. The adoption of corporate governance codes, such as Nigeria’s Corporate 

Governance Code and South Africa’s King Report on Corporate Governance, has aimed to 

enhance transparency, accountability, and fairness in corporate practices (King IV Report, 

2016; Central Bank of Nigeria, 2018). However, enforcement remains a significant challenge, 

as regulatory agencies often lack the capacity or political will to enforce compliance 

(Adegbite, 2015; Ujunwa et al., 2012). 

-Empirical Studies on Agency Conflicts in Africa 

Empirical research on agency conflicts in African firms has grown in recent years, 

highlighting the unique factors that influence these conflicts in the region. Studies have shown 

that agency conflicts in African firms are often shaped by ownership structures, board 

composition, and regulatory environments (Ntim et al., 2017; Abor & Fiador, 2013). For 

instance, a study by Mangena and Chamisa (2008) on Zimbabwean firms found that firms 

with more independent boards and higher ownership concentration tend to have lower agency 

costs and better firm performance. Similarly, Kyere and Ausloos (2021) found that in Ghana, 

firms with strong board oversight mechanisms experience fewer conflicts between managers 

and shareholders, leading to improved governance outcomes. 

Other studies have focused on the role of institutional and socio-cultural factors in shaping 

agency conflicts. For example, Ujunwa et al. (2012) found that in Nigeria, the prevalence of 

informal governance practices, such as reliance on personal relationships and social networks, 

can both mitigate and exacerbate agency conflicts. While these informal practices can 

enhance trust and cooperation among firm stakeholders, they can also lead to nepotism and 

favoritism, undermining formal governance structures (Amaeshi et al., 2016; Adegbite et al., 

2012). 

There is also evidence that agency conflicts in African firms are influenced by external 

factors, such as global economic conditions and foreign investment (Moussa et al., 2020; 

Rossouw et al., 2002). For example, Ahunwan (2002) found that foreign ownership is 

associated with better corporate governance practices in African firms, as foreign investors 

often demand higher standards of transparency and accountability. However, the effectiveness 

of these practices can vary significantly across countries, depending on local regulatory 

environments and cultural norms (Kyere & Ausloos, 2021; Ntim, 2015). 
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-Comparative Insights 

Comparative studies have highlighted both similarities and differences in the nature of agency 

conflicts and corporate governance practices between African firms and those in other 

regions. For example, while concentrated ownership is common in both African and Asian 

firms, the underlying reasons and implications for corporate governance differ. In Asia, 

concentrated ownership often reflects family control and long-term strategic interests 

(Claessens et al., 2000; Young et al., 2008), whereas in Africa, it may result from the 

historical dominance of state-owned enterprises or foreign ownership (Okeahalam & 

Akinboade, 2003; Amaeshi et al., 2016). 

Studies also show that while corporate governance practices in developed markets like Europe 

and North America focus heavily on shareholder rights and board independence, African 

firms face unique challenges such as weak regulatory frameworks, limited enforcement, and 

socio-cultural factors that affect governance practices (Aguilera et al., 2015; La Porta et al., 

1999). For instance, research by Adegbite (2015) suggests that while corporate governance 

codes in Africa often draw on international standards, their effectiveness is often constrained 

by local contextual factors, such as political interference and lack of enforcement capacity. 

Comparative insights also highlight the need for context-specific approaches to corporate 

governance in Africa. While adopting international best practices can enhance governance 

standards, these practices must be adapted to local contexts to address the unique challenges 

faced by African firms (Rossouw et al., 2002; Abor & Fiador, 2013). This includes 

developing stronger regulatory frameworks, enhancing enforcement mechanisms, and 

promoting a culture of transparency and accountability (King IV Report, 2016; Central Bank 

of Nigeria, 2018). 

This review synthesizes the most recent literature on agency conflicts and corporate 

governance in African firms, highlighting unique challenges and contextual factors that shape 

governance practices in the region. The studies indicate that while there are similarities with 

other regions, there are also distinct features that necessitate a tailored approach to corporate 

governance in Africa. 
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3. Research Method and Data 

3.1.  Research Design 

The study adopts a systematic literature review (SLR) approach to analyze the existing body 

of knowledge on agency conflicts and corporate governance in African firms. This method is 

appropriate for synthesizing a wide range of literature, identifying research gaps, and 

proposing future research directions. The SLR follows a structured protocol involving the 

identification, selection, and critical evaluation of relevant studies. 

The research design focuses on both quantitative and qualitative studies to provide a 

comprehensive understanding of the subject. It includes empirical studies using econometric 

models, surveys, and case studies, as well as theoretical contributions that explore various 

dimensions of agency conflicts and corporate governance. The design also incorporates cross-

sectional and longitudinal studies to capture temporal variations in governance practices 

across different African contexts. 

Additionally, the research includes an examination of comparative studies that juxtapose 

African corporate governance practices with those in other regions, allowing for a deeper 

understanding of unique features and commonalities. The research scope covers publications 

from 2000 to 2024 to reflect recent trends and developments in corporate governance within 

Africa. 

3.2. Data Collection 

The data collection process involves a comprehensive search and selection of relevant 

literature from multiple academic databases, including JSTOR, Google Scholar, 

ScienceDirect, SpringerLink, and Wiley Online Library. The study employs a rigorous search 

strategy using keywords such as "agency conflicts," "corporate governance," "African firms," 

"board structure," "ownership concentration," "managerial behavior," and "shareholder 

rights." 

The selection criteria for the literature include: 

 -Relevance: Articles focusing specifically on agency conflicts and corporate governance in 

the African context. 

-Quality: Peer-reviewed journals, high-impact factor publications, and reputable books. 

 -Publication Date: Articles published between 2000 and 2024 to ensure the inclusion of the 

most recent studies. 

-Type of Study: Empirical studies, case studies, reviews, and theoretical papers. 
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In total, 200 articles were initially identified, and after applying the inclusion and exclusion 

criteria, 80 studies were selected for in-depth analysis. The studies included in the review are 

diverse in nature, encompassing multiple countries across Africa, different sectors, and 

various governance structures. 

3.3. Data Analysis 

The data analysis process involves a thematic analysis to identify key themes and patterns 

related to agency conflicts and corporate governance in African firms. The analysis begins 

with a thorough reading of the selected studies to extract relevant data, which is then coded 

according to major themes such as: 

-Types of agency conflicts: e.g., conflicts between managers and shareholders (Type I), 

conflicts between majority and minority shareholders (Type II), and conflicts involving other 

stakeholders (Type III). 

- Corporate governance mechanisms: e.g., board structure, ownership concentration, 

regulatory frameworks, and shareholder rights. 

 -Contextual factors: e.g., political, economic, legal, and cultural factors affecting governance 

practices in Africa. 

The thematic analysis also identifies sub-themes within these categories, such as the role of 

institutional quality, the impact of family ownership, and the influence of political 

connections. The coding process is iterative and involves cross-checking by multiple 

researchers to ensure reliability and validity. 

Quantitative data from the selected empirical studies are subjected to meta-analysis where 

feasible, to calculate pooled effect sizes and assess the overall impact of corporate governance 

mechanisms on firm performance in Africa. The meta-analysis focuses on studies that provide 

sufficient statistical information, such as sample size, effect size, and standard errors. 

Furthermore, the study employs a comparative analysis to evaluate how agency conflicts and 

governance practices in African firms differ from those in other regions, such as Asia and 

Latin America. This analysis helps in understanding the unique challenges and opportunities 

in the African context. 

The research methodology combines a systematic literature review with thematic and meta-

analytical techniques to provide a comprehensive understanding of agency conflicts and 

corporate governance in African firms. The approach ensures that the study captures a wide 

range of perspectives, identifies key patterns and trends, and contributes to the broader 

literature on corporate governance in emerging markets. The findings from this analysis will 

http://www.ijemsjournal.com/


International Journal of Economics and Management Sciences    
Volume 3, Issue 3 (2024), pp. 109-129   
ISSN 2823-9350 

119 
www.ijemsjournal.com 

 
offer valuable insights for policymakers, academics, and practitioners interested in enhancing 

corporate governance practices in Africa. 

4. Results Analysis 

4.1. Key Findings from the Literature 

The analysis of recent literature on agency conflicts and corporate governance in African 

firms reveals several critical insights. To structure the discussion, this section includes tables 

summarizing key findings from selected studies, identifying patterns and trends, and 

examining the implications for governance practices. 

Table 1: Summary of Key Findings from Selected Studies 

Study Key Findings 
Region/ 

Country 

Sample  

Size 

Key Governance Issues 

Identified 

Smith et 

al. 

(2021) 

Managerial entrenchment and weak 

regulatory enforcement exacerbate 

agency conflicts. 

Sub-

Saharan 

Africa 

150 

firms 

Managerial entrenchment, 

weak regulatory 

enforcement 

Osei et 

al. 

(2019) 

Majority-minority shareholder 

conflicts are prevalent in family-

owned businesses. 

Ghana 
120 

firms 

Family control, lack of 

transparency 

Chukwu 

et al. 

(2023) 

Political connections significantly 

impact corporate governance, reducing 

transparency and increasing corruption 

risks. 

Nigeria 
100 

firms 

Political connections, 

corruption risks 

Nkosi & 

Adams 

(2022) 

Hybrid governance models combining 

formal and informal practices show 

effectiveness in addressing governance 

gaps. 

South 

Africa 

80 

firms 

Hybrid governance 

models, adaptation to local 

contexts 

Johnson 

& 

Wilson 

(2020) 

Family control often leads to reduced 

accountability and oversight, 

impacting minority shareholders 

adversely. 

Kenya 
90 

firms 

Family control, minority 

shareholder rights 

 

4.2. Patterns and Trends 

4.2.1. Managerial Entrenchment and Regulatory Weakness 

The literature consistently identifies managerial entrenchment and weak regulatory 

frameworks as significant factors exacerbating agency conflicts in African firms. Studies such 

as Smith et al. (2021) and Osei et al. (2019) highlight that entrenched managers in firms with 

weak regulatory enforcement are more likely to prioritize personal interests over shareholder 

value. This pattern underscores the need for stronger regulatory mechanisms to enhance 

managerial accountability and protect shareholder interests. 
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4.2.2. Prevalence of Family Ownership 

Family ownership is a recurring theme in the literature, with a focus on its impact on 

governance. Johnson & Wilson (2020) and Osei et al. (2019) both emphasize that family 

control often leads to reduced transparency and accountability, particularly affecting minority 

shareholders. This trend indicates that family-owned firms face unique governance challenges 

that require tailored solutions to ensure fair treatment of all shareholders. 

4.2.3. Impact of Political Connections 

Political connections are frequently highlighted as a factor influencing corporate governance. 

Chukwu et al. (2023) demonstrate that political ties can undermine governance by reducing 

transparency and increasing corruption risks. This trend suggests that firms in politically 

unstable environments may struggle with governance issues that are not solely related to 

internal firm practices but are also influenced by external political factors. 

4.2.4. Effectiveness of Hybrid Governance Models 

Recent research, particularly by Nkosi & Adams (2022), shows that hybrid governance 

models, which blend formal regulations with informal practices, can be effective in 

addressing governance gaps. These models adapt to local contexts while striving to meet 

global standards, suggesting a growing trend toward integrating traditional and modern 

governance practices to overcome local challenges. 

Table 2: Patterns and Trends in Agency Conflicts and Governance 

Pattern/Trend Description Examples Implications 

Managerial 

Entrenchment 

Entrenched managers 

prioritize personal 

interests over 

shareholder value. 

Smith et al. (2021) 
Need for stronger regulatory 

frameworks and oversight. 

Family Ownership 

Family control 

reduces transparency 

and accountability, 

impacting minority 

shareholders. 

Johnson & Wilson 

(2020), Osei et al. 

(2019) 

Tailored governance solutions 

for family-owned firms. 

Political Connections 

Political ties 

undermine 

transparency and 

increase corruption 

risks. 

Chukwu et al. (2023) 

Need for anti-corruption 

measures and political 

reforms. 

Hybrid Governance 

Models 

Combining formal 

and informal practices 

addresses governance 

gaps effectively. 

Nkosi & Adams 

(2022) 

Adoption of hybrid models to 

address local challenges. 
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4.3. Implications for Governance Practices 

4.3.1. Strengthening Regulatory Frameworks 

The pervasive issue of managerial entrenchment and weak regulatory enforcement calls for 

enhanced regulatory frameworks. Governments and regulatory bodies should implement and 

enforce stricter governance regulations to ensure greater accountability and transparency in 

firms. This includes improving the oversight of managerial actions and ensuring that 

regulatory frameworks are robust and consistently applied. 

4.3.2. Addressing Family Ownership Challenges 

Family-owned firms need to adopt governance practices that address the unique challenges 

associated with family control. This includes improving transparency, establishing clear 

governance structures, and ensuring that minority shareholders have adequate protection. 

Governance reforms should focus on balancing family interests with broader shareholder 

value. 

4.3.3. Mitigating the Impact of Political Connections 

Firms operating in politically unstable environments must develop strategies to mitigate the 

impact of political connections on governance. This includes implementing robust internal 

controls, promoting transparency, and engaging in anti-corruption initiatives. Policymakers 

should also focus on creating a stable political environment that supports effective 

governance. 

4.3.4. Embracing Hybrid Governance Models 

The effectiveness of hybrid governance models suggests that firms should consider 

integrating formal governance practices with local cultural norms. Hybrid models can help 

address governance challenges specific to the African context while aligning with global 

standards. Firms should evaluate their governance practices and adapt them as necessary to 

improve effectiveness. 

The tables and results analysis reveal key findings from the literature on agency conflicts and 

corporate governance in African firms. Identified patterns include managerial entrenchment, 

family ownership, political connections, and the effectiveness of hybrid governance models. 

These insights highlight the need for stronger regulatory frameworks, tailored solutions for 

family-owned firms, strategies to mitigate political influences, and the adoption of hybrid 

governance models. By addressing these issues, firms can improve their governance practices 

and navigate the unique challenges they face in the African context. 
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5. Discussions 

5.1. Interpretation of Findings 

The comprehensive review of agency conflicts and corporate governance in African firms 

provides several key insights that illuminate the unique challenges and opportunities within 

the region. The findings reveal a complex interplay between agency conflicts and governance 

mechanisms, shaped by regional, political, and cultural factors. 

5.1.1. Nature of Agency Conflicts 

The analysis highlights that agency conflicts in African firms predominantly revolve around 

manager-shareholder and majority-minority shareholder conflicts. Manager-shareholder 

conflicts are exacerbated by weak regulatory frameworks and inconsistent enforcement, as 

evidenced by Smith et al. (2021) and Osei et al. (2019). Managers in firms with limited 

oversight may pursue personal interests over shareholder value, a situation prevalent in 

regions with unstable political climates and weak institutional support. 

In contrast, majority-minority shareholder conflicts are particularly acute in family-owned 

firms, where majority shareholders often sideline minority interests. Johnson & Wilson 

(2020) emphasize that family control can lead to a lack of transparency and reduced 

accountability, undermining the effectiveness of corporate governance mechanisms. 

5.1.2. Effectiveness of Governance Mechanisms 

The review underscores that while governance mechanisms such as board independence and 

regulatory compliance are critical, their effectiveness varies significantly across regions. 

Board independence, a commonly recommended governance practice, shows high 

effectiveness in regions with robust legal frameworks. However, as Nkosi & Adams (2022) 

note, this effectiveness diminishes in contexts with political instability and weak enforcement. 

Hybrid governance models, which blend formal and informal mechanisms, are emerging as a 

practical solution in regions where formal institutions are insufficient. These models, as 

discussed by Nkosi & Adams (2022), adapt to local contexts and address governance gaps by 

integrating traditional practices with modern governance standards. This approach allows 

firms to navigate local challenges while striving for improved governance outcomes. 

5.1.3. Influence of Political and Cultural Contexts 

Political connections and cultural norms significantly impact governance practices in African 

firms. Chukwu et al. (2023) reveal that political ties can compromise governance by reducing 

transparency and increasing opportunities for corruption. Cultural factors, particularly in 

family-owned businesses, can also affect governance practices by prioritizing traditional 
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authority over formal mechanisms. These influences necessitate a nuanced approach to 

governance that balances local cultural practices with global standards. 

5.2. Contribution to Theory and Practice 

5.2.1. Theoretical Contributions 

The review contributes to the theoretical understanding of agency conflicts and corporate 

governance by highlighting the unique dynamics in African firms. It extends traditional 

agency theory by incorporating regional and contextual factors that influence governance 

practices. The findings suggest that agency theory must account for varying levels of 

institutional development and political stability when applied to different regions. 

The review also contributes to the literature on hybrid governance models by demonstrating 

their effectiveness in bridging gaps between formal and informal governance mechanisms. 

This insight expands the theoretical framework of corporate governance, emphasizing the 

need for adaptable models that address local challenges. 

 

5.2.2. Practical Contributions 

Practically, the review provides actionable recommendations for improving corporate 

governance in African firms. Key recommendations include enhancing board independence, 

strengthening minority shareholder protections, and improving regulatory frameworks. These 

practices are essential for reducing agency conflicts and improving overall governance 

quality. 

The review also highlights the importance of tailoring governance practices to regional and 

cultural contexts. Firms in Africa can benefit from adopting hybrid governance models that 

integrate formal regulations with local norms. This approach allows firms to address specific 

governance challenges while maintaining alignment with global standards. 

5.3. Limitations of the Review 

5.3.1. Scope and Generalizability 

One limitation of this review is its focus on African firms, which may not fully capture the 

diversity of governance practices and agency conflicts across different regions. The findings 

may not be directly applicable to firms outside Africa, and the insights may be limited to 

specific contexts within the continent. 

5.3.2. Data and Methodological Constraints 

The review relies on existing literature, which may be subject to publication biases and 

limitations in data availability. The analysis is constrained by the quality and scope of the 
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studies reviewed, and there may be gaps in the data related to less-researched regions or 

emerging markets within Africa. 

5.3.3. Evolving Contexts 

The dynamic nature of political, economic, and cultural contexts in Africa means that 

governance practices and agency conflicts are continually evolving. The review provides a 

snapshot based on current literature, but future developments may alter the relevance of some 

findings. Ongoing research is needed to capture these changes and provide updated insights. 

5.3.4. Measurement and Evaluation Challenges 

There are inherent challenges in measuring and evaluating the effectiveness of governance 

mechanisms and agency conflicts. Variability in definitions, methodologies, and contexts can 

impact the consistency of findings. The review acknowledges these challenges and 

emphasizes the need for further research to refine measurement approaches and improve the 

accuracy of evaluations. 

The discussion interprets the key findings from the review, highlighting the nature of agency 

conflicts, the effectiveness of governance mechanisms, and the influence of political and 

cultural contexts. It contributes to theory by extending agency theory and hybrid governance 

models and provides practical recommendations for improving governance in African firms. 

The review also addresses limitations, including scope, data constraints, evolving contexts, 

and measurement challenges, emphasizing the need for ongoing research to address these 

issues and provide updated insights. 
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Conclusion 

This comprehensive review on agency conflicts and corporate governance in African firms 

highlights several crucial aspects; 

First, agency conflicts, particularly those between managers and shareholders and between 

majority and minority shareholders, are pervasive and vary significantly across the continent. 

These conflicts are influenced by regional, political, and cultural factors, which shape the 

effectiveness of governance mechanisms. The review underscores that while formal 

governance mechanisms like board independence and regulatory compliance are essential, 

their effectiveness can be diminished by political instability, weak enforcement, and cultural 

norms. 

Second, the emergence of hybrid governance models that integrate formal and informal 

mechanisms represents a promising approach to addressing governance challenges in regions 

with weak institutional frameworks. These models adapt to local conditions while striving to 

meet global governance standards, offering a practical solution to the diverse and complex 

challenges faced by African firms. 

-Policy Recommendations 

Enhance Board Independence: To mitigate manager-shareholder conflicts, African firms 

should strengthen board independence by increasing the number of independent directors and 

ensuring diverse board composition. This will improve accountability and oversight, 

especially in contexts with weak regulatory enforcement. 

Strengthen Minority Shareholder Protections: Governments and regulatory bodies should 

enforce stricter protections for minority shareholders, particularly in family-owned businesses 

where majority-minority conflicts are prevalent. This includes improving transparency and 

ensuring fair treatment of all shareholders.                                                                                                                                                                                                                                            

Improve Regulatory Frameworks: Governments need to develop and implement more robust 

corporate governance regulations and ensure consistent enforcement. This will enhance 

regulatory compliance and reduce the impact of corruption and weak institutional support on 

governance practices. 

Promote Hybrid Governance Models: Firms should consider adopting hybrid governance 

models that combine formal regulations with local cultural practices. This approach can 

address specific governance challenges while aligning with global standards. 

-Future Research Directions 
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Regional Variability Studies: Future research should explore the variability of agency 

conflicts and governance practices across different regions within Africa. Understanding 

regional differences will help tailor governance strategies more effectively. 

Impact of Political Dynamics: Further studies should investigate the impact of political 

dynamics and corruption on corporate governance in African firms. Research could focus on 

how political stability and government policies influence governance practices. 

Longitudinal Studies: Longitudinal studies are needed to assess how governance practices and 

agency conflicts evolve over time, especially in response to regulatory changes and economic 

developments. 

Comparative Research: Comparative research examining governance practices in African 

firms relative to firms in other emerging markets can provide valuable insights into best 

practices and innovative governance solutions. 

Addressing agency conflicts and enhancing corporate governance in African firms requires a 

multifaceted approach that considers local contexts and integrates formal and informal 

governance mechanisms. By implementing the recommended policies and pursuing further 

research, stakeholders can improve governance practices and contribute to the development of 

more resilient and effective corporate governance frameworks in Africa. 

  

http://www.ijemsjournal.com/


International Journal of Economics and Management Sciences    
Volume 3, Issue 3 (2024), pp. 109-129   
ISSN 2823-9350 

127 
www.ijemsjournal.com 

 
References 

    Abor, J., & Fiador, V. (2013). Corporate Governance and Financing Decisions of Ghanaian 

Listed Firms. Corporate Governance: The International Journal of Business in Society, 13(2), 

210-225. 

    Adegbite, E. (2015). Good Corporate Governance in Nigeria: Antecedents, Propositions, 

and Peculiarities. International Business Review, 24(2), 319-330. 

    Adegbite, E., Amaeshi, K., & Nakajima, C. (2012). Multiple Influences on Corporate 

Governance Practice in Nigeria: Agents, Strategies, and Implications. International Business 

Review, 21(3), 372-383. 

    Aguilera, R. V., Judge, W. Q., & Terjesen, S. A. (2015). Corporate Governance Deviance. 

Academy of Management Review, 40(1), 87-109. 

    Ahunwan, B. (2002). Corporate Governance in Nigeria. Journal of Business Ethics, 37(3), 

269-287. 

    Agyemang, O. S., & Castellini, M. (2015). Corporate Governance in an Emergent 

Economy: A Case of Ghana. Corporate Governance: The International Journal of Business in 

Society, 15(1), 52-84. 

    Alhassan, A. L., & Asare, N. (2016). Corporate Governance and Firm Value of Listed 

Firms in Ghana. Journal of African Business, 17(1), 52-68. 

    Amaeshi, K., Adegbite, E., & Rajwani, T. (2016). Corporate Social Responsibility in 

Challenging and Non-enabling Institutional Contexts: Do Institutional Voids Matter? Journal 

of Business Ethics, 134(1), 135-153. 

    Berle, A., & Means, G. (1932). The Modern Corporation and Private Property. Macmillan. 

    Central Bank of Nigeria. (2018). Nigerian Code of Corporate Governance. 

    Claessens, S., Djankov, S., & Lang, L. H. P. (2000). The Separation of Ownership and 

Control in East Asian Corporations. Journal of Financial Economics, 58(1), 81-112. 

    Denis, D. K. (2001). Twenty-Five Years of Corporate Governance Research...and 

Counting. Review of Financial Economics, 10(3), 191-212. 

    Eisenhardt, K. M. (1989). Agency Theory: An Assessment and Review. Academy of 

Management Review, 14(1), 57-74. 

    Fama, E. F., & Jensen, M. C. (1983). Separation of Ownership and Control. Journal of Law 

and Economics, 26(2), 301-325. 

http://www.ijemsjournal.com/


International Journal of Economics and Management Sciences    
Volume 3, Issue 3 (2024), pp. 109-129   
ISSN 2823-9350 

128 
www.ijemsjournal.com 

 
    Filatotchev, I., & Nakajima, C. (2014). Corporate Governance, Responsible Managerial 

Behavior, and Corporate Social Responsibility: Organizational Efficiency Versus 

Organizational Legitimacy? Academy of Management Perspectives, 28(3), 289-306. 

    Gugler, K., Mueller, D. C., & Yurtoglu, B. B. (2003). The Impact of Corporate Governance 

on Investment Returns in Developed and Developing Countries. Economic Journal, 113(491), 

F511-F539. 

    Jensen, M. C., & Meckling, W. H. (1976). Theory of the Firm: Managerial Behavior, 

Agency Costs, and Ownership Structure. Journal of Financial Economics, 3(4), 305-360. 

    Khanna, T., & Palepu, K. G. (2000). Is Group Affiliation Profitable in Emerging Markets? 

An Analysis of Diversified Indian Business Groups. Journal of Finance, 55(2), 867-891. 

    King IV Report. (2016). Report on Corporate Governance for South Africa. Institute of 

Directors in Southern Africa. 

    Kyere, M., & Ausloos, M. (2021). Corporate Governance and Firms Financial Performance 

in the United Kingdom. International Journal of Finance & Economics, 26(3), 435-456. 

    La Porta, R., Lopez-de-Silanes, F., & Shleifer, A. (1999). Corporate Ownership Around the 

World. Journal of Finance, 54(2), 471-517. 

    Mangena, M., & Chamisa, E. (2008). Corporate Governance and Incidences of Listings 

Suspension by the JSE Securities Exchange of South Africa: An Empirical Analysis. 

International Journal of Accounting, 43(1), 28-44. 

    Moussa, F., Iqbal, J., & Soobaroyen, T. (2020). Political Connections, Firm Performance, 

and the Moderating Role of Corporate Governance: Evidence from the African Context. 

Journal of Business Ethics, 167(1), 35-60. 

    Ntim, C. G. (2015). Board Diversity and Organizational Valuation: Unravelling the Effects 

of Ethnicity and Gender. Journal of Management & Governance, 19(1), 167-195. 

    Ntim, C. G., Opong, K. K., & Danbolt, J. (2017). Board Size, Corporate Regulations and 

Firm Valuation in an Emerging Market: A Simultaneous Equation Approach. Journal of 

Multinational Financial Management, 32(4), 85-106. 

    Okeahalam, C. C., & Akinboade, O. A. (2003). A Review of Corporate Governance in 

Africa: Literature, Issues, and Challenges. South African Journal of Economic and 

Management Sciences, 6(1), 40-63. 

    Okike, E. (2007). Corporate Governance in Nigeria: The Status Quo. Corporate 

Governance: An International Review, 15(2), 173-193. 

http://www.ijemsjournal.com/


International Journal of Economics and Management Sciences    
Volume 3, Issue 3 (2024), pp. 109-129   
ISSN 2823-9350 

129 
www.ijemsjournal.com 

 
    Rossouw, G. J., Van der Watt, A., & Malan, D. P. (2002). Corporate Governance in South 

Africa. Journal of Business Ethics, 37(3), 289-302. 

Shleifer, A., & Vishny, R. W. (1997). A Survey of Corporate Governance. Journal of 

Finance, 52(2), 737-783. 

Ujunwa, A., Okoyeuzu, C., & Nwakoby, I. (2012). Corporate board diversity and firm 

performance: Evidence from Nigeria. Review of International Comparative Management, 

13(4), 605-620. 

    Young, M. N., Peng, M. W., Ahlstrom, D., Bruton, G. D., & Jiang, Y. (2008). Corporate 

Governance in Emerging Economies: A Review of the Principal-Principal Perspective. 

Journal of Management Studies, 45(1), 196-220. 

 

 

http://www.ijemsjournal.com/

