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Impact of Corporate Governance and performance of banks in the Philippines
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Abstract 
It has been said a good corporate governance can be perceived through the strong foundation built with a well-established strategic management of a firm aligned by the board along with its shareholders, stakeholders, administrative govern, committee and its allies. However, in today's world we’ve witnessed conflict in major corporation fighting against each other right, between shareholders and the management or the board, the lack of transparency among key financial management, unfair practices to some extent that it can leads to unethical practice one major examples is the collapsed of Lehman Brothers of US biggest financial back in 2008 that was able to survived the 1929 known as the great depression  that cause major financial catastrophe worldwide. Therefore, corporate governance is essentially the major comeback and remain the fundamental aspect on determining the security of the organization standpoint. Wearing, R. and Wearing, B. (2005). Additionally, a thriving and efficient systems of corporate governance are crucial in administering a company whether it’s a small and medium enterprise (SME’s)as well as large organizations. On the other hand, corporate governance plays an integral role in shaping the organizational capabilities both internal and external drives in terms of achieving its overall mission and firm visions towards a sustainable business operation. Corporate governance is about building credibility, ensuring transparence and accountability as well as maintaining an effective channel of information disclosure that would foster good corporate performance says Kaheeru (2000).




                                                

 1.1. BACKGROUND INFORMATION
The focus of this research is to explore the corporate governance of banking sector in the Asia region particular the Philippines, hence the country home to major population working abroad across the world, its commercial banks substantially increasing due to economic demands. The development of financial trade in modernization of reshaped firm as well as the restructure reforms of bank has a positive upbringing in the country’s commercial industry says  Manlagnit, M.C.V. (2015). Infact it can be perceived on the impact of a growing numbers of commercial bank running in the country since the emerge of 19th century apart from merger and acquisitions and number of subsidiaries of bank within the country. 
 Therefore, the Philippine trade and industry of commerce regulation body Banko Sentral ng Pilipinas (BSP)and Financial Stability Coordination Council (FSCC) work together in focal point for financial stability and recognized the need to addressed the systematic risks which can be the cause of unprecedented of business industry. significantly tighten its laws and regulation when it comes to assessing bank credit risk ratio due to the negative impact cause by 2008 financial crisis lately.  Although empirical study shows recently, the country didn’t suffer numerous losses. According to Foreign direct Investment officer Chris Nelson (2021) the Philippines among the top financial performers in Asia pre- pandemic under the current administration it reached 6% in terms of economic scale. However, financial institutions determine to increase its policy and eyeing on the banking transparency to monitor the fair practice of good ethical management operation, such as restrictions on bank activities on a certain level hence it has chance of exposure to risk.  
·This academic enquiry would be helpful in magnifying key issues and concern of corporate governance of banks in financial aspect in the Philippines. While   the volatility of stock market remains on a highest level.  Ahmed, E. and Hamdan, A. (2015) indicate on their study that firm financial performance on the impact of corporate governance has a huge variation in determining its business productivity. Infact financial performance on bank performance has the ability to shift its future risk by analyzing its liquidity/leverage ratio analysis. Determining its short-term and long-term debt risk assessment and the best investment opportunity available on the horizon for the firm to attract.


                                                             




   While corporate governance has a trump card on owner such as on major investors side as they don’t personally responsible for the debt of the corporation besides, they indirectly manage the corporations but owner tend to profit through the effort of management. Addingly, the banking industry has a huge critical function in the formation of economic prosperity within the country, local scholars argue that the rapidly evolving of integer, increasing number of foreign investors along with small rural banks, large universal bank and non-bank exist and other department has helped the country while it has faced multiple nature calamity as the country batter severe bad weather every now and then due to the global warming crisis is increasing alarming.     


1.2. Statement of a problem
The aim of this study is to analyze the impact of corporate governance systems of operations and performance of banks in the Philippines underlining the issues and concerns in corporate finance particular the financial aspect of banks. The focus is to identify firm financial performance to whether the company can achieve its financing decision effectively using the liquidity and leverage ratio analysis. Hence most company where asset are subject to liabilities and are highly control by regulator or financial institutions due to the nature of market condition to avoid bankruptcy that will in for the long haul as well as for the safety of its establishment. On the other hand, While the board of director of the bank has huge significant ramifications when it comes to decision making especially the equity valuation of a firm. Second, to review the gradual focus of corporate governance in response to legislation impose by the country bank regulator on keeping the research will focus on the following: 


 
Research questioned: 
· Why corporate governance has a greater impact on firm performance?
· How efficient the corporate governance in Philippine bank industry?  
 
                                                            
 



1.3. OBJECTIVES OF THE STUDY
1.3.1 general objective 
The general objective of this case study is to identify the influence of corporate governance and its essence on corporation development on banks bureau.

1.3.2 specific objective 
·  To analyze corporate governance compliance in banks 
·  To demonstrate the impact of corporate governance on financial performance of a banks
· To evaluate bank financial performance in accordance of the Basel capital accord.
· To interpret the green energy assessment of banks.

1.4. Preliminary literature review
With the increase importance of corporate governance theories, practices and business strategies rapidly evolving since the dawn of trading begun. The business industry has shifted with the emerge of science and technology, innovation at its finest specifically with the introduced of digital technology. On the other hand, business theories, practices and principles develop over time as the market industry unfold says Wong, D.C. (2009)
Ehrenhard, M.L. and Fiorito, T.L. (2018) affirm on their study, director of enormous corporations should not confide on relationship-building alone or social ties in promoting their human resources to put up firm value creation, organizational production and advancement, yet one should align with corporate value statement, mission and vison of company and for this matter the corporate governance core value is crucial. 
  According to OECD (2005) Good corporate governance are built on a strong foundation of application, execution and practices that govern the correlation between the administration in charge and shareholders of corporations as well as stakeholders, workforce, debtor or borrower that add value to the development and financial security linking to the assurance of economic growth, efficacy, and uprightness of the organization. The system of corporate governance varies from country to country depends on the country in terms of innovation, compliance, the system of governance, capacity according to economic prosperity and the country demands to which it can viewed on the state development. 
                                                     



In the United States, they have the Anglo-American system, which is known as the market based, diffused shareholders, highly incentivized pay for executives. However, in Europe is adapting a traditional approach the close system of governance were managers working along with shareholders for the company interest. In Asia, it is more based on a family ownership or traditional based system and didn’t change dramatically and so the Philippines is adapting similar way. Where most of the corporations owned and managed by wealthy Filipino Chinese citizen business tycoon along with foreign minority shareholders.  The Philippines, has its numerous regulatory bodies, these reforms recommended by the Organization for Economic Cooperation and Development (OECD), the World Bank (WB), the International Finance Corporation (IFC), the Asian Development Bank (ADB), the Center for International Private Enterprises (CIPE). While the principles of corporate governance strongly influence by OECD that was founded in United Kingdom in 1992 that later expand and become the significant instrument in corporate governance across the globe for its essential role in contributing to the economic vitality and stability of economies says Jesover, F. and Kirkpatrick, G. (2005). Apart from the code of corporate governance issue by the Philippine securities exchange commission (SEC).

PAULINE, K., FERRER, F.S. and KAREN, G. (2019) quoted that, in lieu of the 1997 economic imbalance lately of East Asian Financial countries. The   SEC commission   focus on reforms deal in corporate governance within the country such as the rescue programs to boast its CG efficiency conduct considering the country had a similar reputation of poor CG practices like Asian counterpart Indonesia and Thailand according to the survey on market players. Nonetheless, although it wouldn’t be an easy task to implement and process the CG reforms but the SEC determine to shape the industry for better corporate governance. Furthermore, after its successful transaction of green bond in 2016 as part of the corporate social responsibility act on the significance of management of economic, environment of social governance (EESG) the regulator and participants take pride in involving to promote a safe and green environment by going green and energy saver which will discuss later down further in the report. 
Smith, W.H. (2018) on his conduct of study illustrate that after numerous falls out of major corporation like Volkswagen, Lehman brothers and many other giant firms across the globe, The increase in transparency disclosure policy had impacted.  The Basel of committee on bank supervision (BCBS) who was founded in 1974 consistently developing the series of framework to sustain the needs to provide security in banking industry to avoid future calamity in business arena.  

                                                           





The evolution of banking supervision developed overtime and its efficiency on determining market condition as shows on the images above, the BCBS on working towards a sustainable economic operation developed a series of Basel framework through its observance on the evolving of economic dilemma. The Basel framework has had a greater impact in shaping the financial institutions throughout the globe although the previous series gained a negative comment due to the 2008 financial crisis cause of the lack of transparency among key personnel. And for this reason, Transparency is one of the key ingredients to a successful efficient corporate governance within the firm.

 Researchers like James (2003) argue that disclosure of financial transparency and other key activities within the firm like maintaining positive ties and maintain an orderly manner reflect on financial performance measurement in commercial banks (James,2003). The inconsistent of corporate governance within the firm significantly affect its economic or financial performance in a major way. Further, the lack of transparency.
 Abun, D., Ruadap-Macaspac, L.G., Magallanes, T. and Encarnacion, M.J. (2020 corporate transparency led to stability and efficient performance of employee as it can eliminate isolation, developed creativity and work engagement thus bring the sense of companionship apart from boosting a trust and transparent management style. 
  






1.5. RESEARCH METHODOLOGY
A qualitative data to be deployed in this methodology research proposal. Sources taken from various independent researchers Bank public listed information listed in Philippine stock exchange such as:
·  Asia united bank of the Philippines (AUB)
·  Banck De Oro UniBank (BDO)
·  Bank of the Philippine Islands (BPI)
·   Philippine National bank (PNB)


 Along with each bank financial performance from the last 2016-2021 in order for the researcher to elaborate further and to sustain the case study. Further, reliable sources according to university guidelines, academic sources and journal articles were used to sustain the case study.  Moreover, statistical tools were cast- off to identify firms' financial performance, study sample and data measurement for instance report of annual share price return of the bank, analyzing the liquidity and leverage ratios, and will be looking at bank major activities in order to assess the risk and return of the firm as well as to being able to provide accurate judgment through secondary data approach and to identify bank  weakness and what needs to boost for better banking supervision in the future. 

                                                       


                                                     
1.6. LIMITATIONS OF THE STUDY
The limitations and barrier of this research proposal are the timeframe and certain ethical guidelines for conducting the research as per guided by the academic instruction.   


1.7. Ethical Considerations
Researcher are well aware of the ethical considerations according to the university rule and direction as part of the program to abide this aspect, it is mandatory and considering the risk such as violating the law against plagiarism and other misconduct. 






1.8. Organization of the Study
The conduct of research consists of five chapters. Chapter 1 will be introduction to the topic of enquiry which include statement of the problem were research questioned would be included, along with the general objective of the case study to a specific aim of the topic, then the preliminary literature review, research methodology, limitations of the study, ethical considerations and organization of the study.   
Chapter two will be literature review
Chapter three will be research methodology and design
Chapter four will be analysis of findings and discussion
Chapter five will be conclusion, recommendation and reflection.
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