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Abstract: The objective of this paper is to analyse the corporate governance practices in Senegalese microfinance
institutions (MFIs), in order to judge their effectiveness. The question is whether in this microfinance setting, governance
structures are well implemented and function as well as in conventional firms. In the MFT's literature and specifically in an
African environment, there are not too much studies assessing the state of corporate governance practices. This paper aims to
provide insights, using the Senegalese MFIs’ setting. To reach this end, a survey is conducted over a sample of 99 MFIs. The
exploratory factor analysis is used to measure our constructs, from a sand of items collected through a questionnaire. Once the
constructs are built, a factorization is performed, and the Cronbach's Alpha (a) allows us the judge the effectiveness of the axes
obtained. The results indicate that: - Board of directors (BODs) in Senegalese MFIs are characterized by a plurality of roles.
These include a disciplinary, as well as an advisory role. - The composition of BODs in Senegalese MFIs and their mode of
operation meet the optimality requirements. - Finally, the BODs in Senegalese MFIs display traits of competency, through two
dimensions which are the general competence and the knowledge of the external environment. The practical implications of
our results is that Senegalese MFIs have well-functioning BODs. Then being MFIs does not prevent adherence to the best
corporate governance practices. The existence of well-functioning BODs should translate into improved financial and social
performances.
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who are interested in non-listed companies and specifically,
in MFIs. These include [25, 44, 45, 47, 48, 50, 51, 60]. Most
of the work on governance that focus on the financial sector
in general and the microfinance sector in particular try to
assess the impact of some governance dimensions (practices)
on performance [44, 60]. There are not too much studies that
assess the state of governance in a given environment.

Thus, drawing on the work of Karoui, Khlif and Ingley
[42], the objective of this paper is to evaluate the
effectiveness of governance practices in Senegalese MFIs.

For a long time, governance has been approached from a
disciplinary point of view, playing the role of control-
sanction-reward. The current trend is to move away from this
black box logic of the Board of Directors (BODs) and to
reconsider the role of directors, who can no longer limit

1. Introduction

Microfinance is today a real financial industry. In recent
years, it has been marked by major crises throughout the
world and particularly in Africa. In Senegal, BCEAO reports
[6] have shown that many Microfinance Institutions (MFIs)
do not respect the rules of conduct, do not release reliable
information to the public and are not subject to enough
control. As a result, they have highly risky portfolios and
they constantly face repayment problems. Losses in such
situation are mostly attributed to governance issues.

Much published work on governance focuses on publicly
traded companies, explaining to a large extent how its
mechanisms protect investors. There are however researchers



European Business & Management 2021; 7(3): 61-71 62

themselves to simply guaranteeing good conduct [15]. They
also have an advisory role towards the management team.

The results are that: - Board of directors (BODs) in
Senegalese MFIs are characterized by a plurality of roles.
These include a disciplinary, as well as an advisory role. -
The composition of BODs in Senegalese MFIs and their
mode of operation meet the optimality requirements. - Finally,
the BODs in Senegalese MFIs display traits of competency,
through two dimensions which are the general competence
and the knowledge of the external environment.

The rest of the paper is structured as follows. Section 2
reviews the literature and develops our research hypotheses.
The third section is devoted to the methodology. Results are
presented in Section four and discussed in the fifth section.
The conclusion follows in the sixth section.

2. Theoretical Framework and Research
Hypotheses

The notion of corporate governance originated from the
United States, in a context where company directors, with lot
of power, faced a dispersed shareholder base [5]. Since then,
it has become very popular both in theory and in practice.
There are several definitions of corporate governance: For
Jensen and Meckling [39], the system of governance is
defined as "the means by which financial investors in general
and shareholders in particular can ensure the profitability of
their investment". Shleifer and Vishny [58] define the field of
corporate governance as the study of the processes by which
capital providers (reduced to the sole providers of financial
capital) guaranteed the profitability of their investment. As
for Charreaux [14], governance is "the sand of organizational
mechanisms that have the effect of delimiting the powers and
influencing the decisions of managers, in other words, that
govern their conduct and define their discretionary space".
Charreaux and Desbi¢res [16] shows a preference for this
definition, as opposed to that [58] because they consider it to
be broader. Other theorists describe Charreaux's definition as
too general, arguing that it only concerns large firms and is
therefore not suitable for MFIs [25]. For this reason, they
agree with the definition of Rock and al. [55] who see
governance as a process used by the BOD to help an
institution fulfill its mission and protect its assets over time.

2.1. Roles of the Board of Directors

Several research and reports have been published
codifying the role and functioning of the BOD. The board
must emphasize oversight of discretionary management
behaviour and look out for the interests of shareholders.
Karoui and Khlif [41] in a research on the forms of activation
of the BOD in SMEs have shown through an exploratory
study that the characteristics of the BOD depend on the
configuration of the roles it assumes. They have shown that
the BOD in SMEs plays four essential roles, namely:

1) The oversight-control role: this role demonstrates the

ability of the board to review and monitor the financial

statements and accounts of the company. It also
includes monitoring the performance of the
management team and their compensation;

2) A strategic leadership management role: this involves
the appointment (or removal) of board members as well
as members of the management team,;

3) A strategic advisory role: this role focuses on the
conception of strategic policies and the implementation
of strategic plans;

4) A service and support role: it indicates the directors'
commitment to the company's reputation and to acting
as intermediaries with its environment. They provide
access to more information and resources.

These four areas demonstrate the BOD's commitment to
ensuring the security of shareholders' investments. The
control exercised by the BOD is a disciplinary role that
ensures compliance with the standards imposed on managers.
However, incentive and sanction mechanisms are used by the
BOD to oblige managers to adhere to the rules of conduct
imposed by the owners. The role of the BOD is not limited to
ensuring compliance with the rules of good conduct. It is also
their responsibility to guide the entity on the basis of strategic
decisions. These decisions are therefore taken in perfect
mastery of the company's environment and operations. This
is the reason why Karoui and Khlif [41] integrate the notion
of directors' knowledge as a key variable in the analysis of
governance mechanisms and, above all, as an asset that board
members can use to fully play their role.

Other authors have also proposed a categorization of the
roles of the BOD from their research perspective, resulting in
classifications that differ from those of [41].

Raghavan [54] suggests three main roles to the BOD:

1) A supervisory role consisting in planning, monitoring
and evaluating the performance of the Chief Executive
Officer (CEO) and the management team, hiring and
firing the CEO. The Board must also be able to verify
the accuracy and reliability of financial statements,
review and determine the total compensation of senior
management, and ensure compliance with ethics rules
and laws;

2) A a strategic role consisting in studying and improving
the mission of the company as well as the overall
strategic direction; help mobilize the resources needed
to implement strategies and ensure the efficient use of
these resources;

3) A leadership role consisting in advising and guiding
senior management, particularly the CEO, but also in
assessing its own effectiveness.

Golberg and Palladini [30] also identifies four roles that

are:

1) Support the mission and objectives of the organization;

2) Guide the major strategic directions of the organization;

3) Ensure the long-term health of the organization and
mitigate risks;

4) Install a sense of responsibility throughout the
organization.

These different roles assigned to the BOD can be
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synthesized into two levels according to [34, 35]: a financial
control level and a strategic control level. Financial control is
exercised on the basis of accounting documents ex-ante
through the budgand and ex-post through the summary
financial statements. Strategic control, on the other hand,
refers to the strategy proposed by the firm's manager and the
conformity of decisions with the strategy adopted by the
BOD. Following this reflection, we formulate the following
hypothesis:
HI1: The BOD of MFIs are characterized by a plurality of

roles exercised by the board

2.2. Composition and Operation of the BOD

Board variables are important factors in research on
optimal boards. They are measured through the size of the
board [38], the proportion of independent directors [63], the
duality of function between Chairman of the BOD and the
Chief Executive officer [4, 42], the feminization of the board
[1], the number of employee directors [62], and the
frequency of meetings [42].

2.2.1. The Size of the Board

Board size is a critical variable in governance system.
According to the resource dependence theory, the board is
essential to acquiring external funding or accessing a wide
range of knowledge. In this view, larger board put together
many directors who can collectively help generate more
external resources as well as providing diversified expertise
to executive officers [19]. De Andres and Vallelado [22] have
reported an inverted U-shaped relation between bank
performance and board size. The addition of new directors is
positively related to performance, but at a diminishing
marginal rate. There is a point at which adding a new director
reduces bank value. For their sample, this point is around 19
directors. The positive relation between performance and
board size is also found in several studies, including [19, 2, 9,
28, 3].

However, board with too many members may lead to
problems of coordination, control and flexibility in decision
making, as well as to a free rider behavior of some directors.
Coordination and communication problems arise because it is
more difficult to arrange board meetings, and to reach
consensus, leading to slower and less-efficient decision-
making [38]. As board size increases, directors’ free-riding
also increases because of the stowaway behavior of some
directors. They do not properly exercise their oversight role,
relying on the others to do it. As consequence, large boards
give excessive control to the CEO, harming performance. Thus,
advocacy for a limited number of directors on the board.
Lipton and Lorsh [46] suggest a size of the board limited to a
maximum of 10 directors, with 8 or 9 been the optimal. Jensen
[38] argues that the optimum board size should be around
seven to eight directors.

Several authors have reported a negative effect of board
size on financial performance [64, 18, 33]. Godard [32] and
Tchakoute-Tchuigoua [60] show an absence of links between
size and performance. To sum up, researchers' results are not

unanimous.

2.2.2. Independent Directors

The search for the optimal BOD had lead researchers to
favor a board composed of independent members. The
second Viénot report [63] describes a director as
independent "when he or she has no relationship of any
kind whatsoever with the company or its group that could
compromise the exercise of his or her freedom of
judgment". The basic assumption of the agency theory is
that the effectiveness of the board increases with the
proportion of independent directors. For Bessire et al. [11],
the use of independent directors is a source of "adherence to
the norm". Boards that do not have independent directors
may have difficulty complying with the standard. Beasley
[7], Andriamasy et al. [4], and Souid and Stepniewski [59]
abound in the same direction, showing that the proportion
of independent directors reinforces the role of the board as a
mechanism for controlling management. Indeed, the more
independent external directors on the board, the more
effective the disciplinary role of the board is. Independent
directors oppose the most questionable decisions, unlike
internal directors recruited among the employees, who have
difficulty opposing the decisions of their hierarchical
superior.

Cadbury's [12] reports require that all companies have
independent members on their boards and that they have a
minimum of three members. In the second Viénot report [63],
the proportion of independent directors proposed is at least
one third of the board members.

Beside independence, Andriamasy et al. [4] also stress the
expertise of directors as a determining and beneficial element
through the positive synergy effects it has on the board.
Directors' expertise is measured by seniority but also by their
financial competence. It is important, according to them, to
also have a significant proportion of independent directors on
the audit committee. "The presence of directors who are not
salaried employees but who should bring their experience,
their competence, their economic, social, and legal”
approaches to the board is a source of synergy for the board
[62].

2.2.3. Duality of Function

This variable refers to the join holding of the positions of
CEO and Chairman of the BOD. Some research emphasizes
the separation of these functions as a means of improving the
Board's control capacity. Their combination could represent a
risk for creditors insofar as it allows the executive to easily
defend the projects he has initiated and implemented, even if
they are not beneficial to shareholders. It is inconceivable
that a Chairman of the BOD would sanction itself as a CEO
[38]. According to the agency theory, this accumulation of
functions increases the laxity of managers and their
opportunistic behaviour. This is why it strongly recommends
the separation of the two functions. According to [38], "for
the BOD to be effective, it is important to separate the
functions of chairman and chief executive officer". The same
arguments are advanced by [50]. According to him, effective
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governance requires a clear separation between these
functions.

The BOD sets the major strategic orientations and ensures
that effectiveness is monitored, while the CEO is responsible
for initiating and implementing the strategy. Therefore,
giving the chairman and CEO statutes to a single person
means giving him more power and weakening the power of
the board.

2.2.4. The Feminization of the Board

The promotion of women in decision-making bodies is a
topical issue today. In some countries in the world, public
authorities are enacting laws concerning the promotion and
integration of a significant percentage of women in all
sectors and at the highest levels of decision-making.

Regarding the BOD, much has been written on the
importance of the feminization of BOD [8, 13, 1]. Some
papers point to a positive relationship with the performance,
while others conclude a lack of connection or even a negative
connection.

The work of Belghiti-Mahut and Lafont [8] and Sabatier
[57] shows that the presence of women on the board is a
source of greater performance. Campbell and Minguez Vera
[13] and Sabatier [57] go in the same direction. Greater board
gender diversity could improve corporate governance by
increasing the independence of the board from executive
management and providing better control over the
management of the company.

However, the results are mixed, as other empirical
studies find a negative impact of the number of women on
the BOD on financial performance [1]. An explanation to
this result can be the fact that women are largely under-
represented on boards compared to their place in societies
[43]. Since they often remain a large minority on boards,
they would not be in a position to influence strategic
decisions. This problem has been highlighted by [13], using
Spanish data. They show that it is not the presence of
women on boards that improves performance, but rather the
rate of feminization.

2.2.5. Functional Variables

These variables seek to open the black box of BODs by
using psycho-sociological elements. The BOD is thus
considered to be a decision-making team or group playing an
active role [23]. The first variable relates to the regularity of
meetings and the second to the quality of reporting
procedures. Indeed, the regularity of meetings improves the
flow of information between the organization and the board
on one hand. On the other hand, it reduces the asymmetry of
information that is the foundation of the agency's theory [39].
Diop [24] reported a positive effect of the frequency of board
meetings on improving the level of execution in savings and
credit mutuals. Pugliese and Winstop [53] showed a positive
relationship between the functioning of the BOD and their
contribution to strategic decision-making. Regular evaluation
procedures have a positive and significant effect on the
involvement of BOD in the decision-making process. Karoui,
Khlif and Ingley [42] showed that there is a positive

relationship between the mode of operation of the board and
its performance. Indeed, "the frequency of meetings implies
the maintenance of a sufficient level of information to allow
directors to be active and involved". These authors argue that
the frequency of meetings develops a sense of belonging
among directors and consequently a sense of duty towards
their company. Based on all the above arguments, our second
hypothesis is as follows:
H2: the composition and functioning of the Senegalese

MFI's BOD are optimal

2.2.6. Competency Variables

Competence, generally defined as the compromise of three
elements: knowledge, know-how and soft skills, is used in
most governance research as an important factor in measuring
board effectiveness. Perrin [52], Vecchio [62], Dardou et al.
[21], Karoui, Khlif and Ingley [42], etc. have all shown the
importance of variables related to competence in explaining a
board that is able to defend the interest of stakeholders. These
variables are used in the cognitive logic of governance where
knowledge sharing is considered as a fundamental source of
additional value creation beneficial to the BOD. According to
Charreaux [15], it is the preferred mechanism in the cognitive
approach. Vecchio [62] argues that in BODs there is a need of
competence, knowledge, expertise, know-how and experience.
Among these criteria, the BOD needs above all, competence.
Perrin [52] finds that competence increases the relationship of
trust and it is rather explained through the expertise of the
directors. Andriamasy et al. [4] measure directors' expertise by
seniority and financial competence. Seniority shows the
capitalization of a certain experience and develops the know-
how of board members. This thesis therefore shows how
important it is to have a board composed of members who
have capitalized on a certain experience. Karoui, Khlif and
Ingley [42] demonstrated a positive relationship between
competencies, collective board knowledge, and performance.
They studied knowledge from both internal and external
aspects, and competence is assessed in a rather general way.
Diop [24] measures competency through the items of directors'
education level, seniority and management knowledge. He
finds an absence of link between competence and mutual
penetration, which is one of the measures of financial
performance.

Other researchers base board performance on a mix of
general and specific knowledge. General knowledge relates
to the different functions of the firm, whereas specific
knowledge relates to firm's products and markets [27].

The importance of board members' mastery of
environmental aspects is also acknowledged. Today's
companies evolve in a changing environment, marked by
permanent crises and on this basis information must be
collected for management decisions that adjust for realities.
This leads Ong and Wan [49] to conclude on the need to
control their environment.

These arguments on competence lead us to the following
third hypothesis:

H3: The BODs of MFIs display some level of competence
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3. Data and Methodology
3.1. The Variables

To evaluate the involvement of the BOD in the functioning
of MFIs, certain governance practices are measured by
constructs developed on the basis of items identified and
validated by [41, 42]. These constructs and items are
presented in the following Table 1.

The other variables on the composition and functioning of

the BOD will be measured in several ways using both binary,
ordinal and mean measurement variables. Board composition
variables will be measured by the traditional governance
variables, namely size, number of independent directors,
board chair person/CEO duality and gender.

The functional variables will be measured through the
frequency of meetings, the duration of meetings, evaluation
of the board and informal meetings of the board members.

Table 1. Constructs and items.

Constructs Items Definition
MC1 Involvement of directors in auditing the accounts
- MC2 Involvement of directors in monitoring the MFI's performance
RicnioiepSetuclEls) MC3 Involvement of directors in the control of management teams
MC4 Involvement of directors in the fixation and control of the remuneration of the management team
Strategic Leadership SLMI1 Involvement of directors in the appointment of the BOD
Management (SLM) SLM2 Involvement of directors in the appointment of co-directors
SS1 Directors actively participate in the management of the MFI's reputation and image
. SS2 Directors often act as an intermediary with certain players in the external environment
Support Service (SS) . . . . .
SS3 Directors collect information on changes in the environment
SS4 Directors actively contribute to obtaining certain strategic resources (financial, technological, etc.)
STR1 Directors discuss strategic alternatives
Strategic Role (STR) STR2 Directors participate in the choice of a strategy
STR3 Directors discuss strategic action plans
COMPEI1 Degree of knowledge of the general environment by board members
COMPE2 Degree of knowledge of the competitive environment by board members
COMPE3 Degree of knowledge of the MFI's markets by board members
COMPE4 Degree of knowledge of the MFI’s products and services by board members
COMPES Degree of knowledge of the MFI’s organization by board members
Competence (COMPE) COMPE6 Degree of knowledge of the MFI’s culture by board members
COMPE7 Degree of presence of the manager's competence on the BOD
COMPES Degree of presence of scientific expertise on the board
COMPE9 Degree of financial expertise on the BOD
COMPEI10 Degree of presence of legal expertise on the board
COMPE11 Degree of technical competence of board members

3.2. Collecting Data

The data used in this paper were collected through a closed
form questionnaire that was administered by professional
interviewers. We used a 5-point Likert scale [ranging from 1
to 5, with 1 being the lowest and 5 the highest]. This method
is used by many governance researchers [62, 41, 42, 24]. The
MFIs surveyed are those that have a BOD or a staff group
which is not specifically called BOD, but which fully plays
its role. This indication is useful because sometimes in MFIs
a steering committee that plays the role of BOD may have a
different name. To broaden our sample we decided to include
it in the list of respondents, where it exists. 120
questionnaires were sent to respondents, of which we
received 99, or 82.5% valid one. For data processing we used
SPSS software.

3.3. Methodology

3.3.1. Constructs Building

The approach used to measure the constructs in this paper
is the exploratory factor analysis. Its objective is to extract
the latent factors (i.e., the constructs) from a sand of items
collected through the questionnaire, so as to restore the

maximum amount of information [10]. We used the
orthogonal rotation method. In general there are four
orthogonal rotation methods: equamax, orthomax,
quartimax and varimax, the most frequently used being
varimax [31]. The Kaiser, Meyer and Olkin (KMO) test and
the Bartlett sphericity test allow us to ensure that the data
we have are suitable to run factor analysis. Indeed, the
KMO test indicates the extent to which the sand of selected
items is a coherent sand and that it allows us to constitute
one or more adequate measures of concepts. A high KMO
indicates that there is a statistically acceptable factorial
solution that represents a relationship between the items. If
it is less than 0.5, then the items do not have enough
variance to be analyzed. On the other hand, if the KMO is
greater than 0.5 and closer to 1, then factor analysis is
possible.

Bartlett's test tests the absence of correlation
hypothesis. At 5% threshold, the null hypothesis is
rejected if the P-value is smaller than 0.05. In this case
the variables are correlated. It is therefore possible to
consider factorization.

These tests are carried out in this research and allow us to
pass from items to the constructs.
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3.3.2. Judging the Effectiveness of the Dimensions of the
BOD Retained

The correlation measures as well as the factorization of
variables among themselves are not sufficient for the
identification and acceptance of a dimension. Indeed, in
addition to these tests, it is necessary to ensure the coherence
of the items within each dimension but also of the model as a
whole. Therefore Cronbach's Alpha (o) test becomes
necessary.

Cronbach's Alpha (o) is an indicator that assesses the
reliability of the items that are supposed to measure a
phenomenon. It provides information on the extent to which
each item correlates with at least one other item. In addition,
it is "an indicator that gives an estimate of the proportion of
the total variance due to all common factors reflected in the
statements rather than to specific items" [10]. Reliability
depends on the degree of interrelationship (correlation,
covariance) between the statements. According to [26] in an

exploratory study, a Cronbach's alpha between 0.6 and 0.8 is
acceptable. The closer it is to one (1), the better the internal
consistency of the scale. On the contrary, the closer it is to
zero (0), the less internally consistent the scale is.

The alpha coefficient can be considered as the average of
the alpha coefficients that would be obtained for all possible
combinations of two subsets of the items measuring the same
concept.

This test was carried out to judge the effectiveness of the
explanatory dimensions of the roles of BOD in the MFTs. The
results are presented below.

4. Results

4.1. Descriptive Statistics

Table 2 shows the distribution of the MFIs surveyed, by
their legal status. It indicates that in majority, they are mutual
and credit unions (MCU) [69.70%].

Table 2. Statistics on the MF1Is surveyed, by legal status.

Frequency Percentage Cumulative percentage
LLC 6 6.10 6.10
PLC 12 12.10 18.20
MCU 69 69.70 87.90
NGO 12 12.10 100.00
TOTAL 99 100.00 -

Source: from our survey data.

LLC=Limited Liability Company; PLC=Public Limited Company; MCU=Mutual and credit unions; NGO=Non- government organization.

Although with NGO, these MCU constitute 81.80% of the
sample, we note the emergence of limited liability companies
(LLC and PLC) which represent 18.2% of the sample. The
emergence of these for-profit institutions is often presented
as a proof of mission drift, i.e., the quest for profitability
before social objectives.

Table 3 shows that 74% of the MFIs surveyed are affiliated
to a network. Network generally plays a fundamental role in
the MFIs’ functioning. It is put in place not only to provide
affiliated MFIs with the support they need, but also to group
together some functions with a view to optimizing
management. We can cite among others: orientation of the
general strategy of the network, cash management, risk
management, insurance, information and communication
technology, international operations.

Table 3. Membership in networks (affiliation to a network).

Frequency  Percentage Cumulative percentage
YES 74 74.70 74.70
NO 25 25.30 100.00
TOTAL 99 100.00 -
Source: from our survey data.
Table 4 shows descriptive statistics on BOD’s

characteristics. The average size of the BOD is 14 members.
86% of the MFIs surveyed stated that they have independent
directors on their board. On average, we have about 5
independent directors on the board. 79.8% of the sample
MFIs, responded that their Chairman of the BOD is not the
same person as the Chief Executive Officer. This indicates a
clear separation of these two functions.

Table 4. Descriptive statistics on BOD characteristics.

No Mean Std. Deviation Min Max
Age of the MFI (year) 87 12 5.98 1 28
Number of directors on the board 87 14 5.40 5 19
Number of independent directors on the board 87 5 247 2 11
Number of female directors 87 6 2.88 2 13
Frequency of BOD’s meetings 87 8.32 1.74 4 10
Length of BOD’s meetings (hour) 87 4.81 1.61 2 8
Age range of BOD’s members (year) 87 47 5.39 35 60
Duration of directors’ term 87 7 2.66 3 12
Statement Yes No
The MFI has independent directors on the board 86.00% 14.00%
The MFI has female directors on the board 100.00% 0.00%
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No Mean Std. Deviation  Min Max
The chairman of the BOD is also the CEO 20.20% 79.80%
The MFI has a female manager 32.30% 67.70%
The decision to hire a BOD member is based on its seniority in the microfinance industry 73.70% 26.30%
Our board members sit on the BOD of other companies 39.40% 60.60%
Members of the BOD are assiduous at the meetings of the board 84.80% 15.20%
Our BOD hold informal meetings 90.90% 09.10%

Source: from our survey results.

The respondents unanimously confirm the presence of
women on their board, with an average proportion of 43% of
the board members. In addition, 32.3% of the MFIs in the
sample are headed by women.

Regarding the recruitment of board members, 73.7% of the
respondents stated that they base their decision on the
seniority of the members in the microfinance industry and
39.4% preferred those who sat on other boards.

For meetings, we note that they last on average 5 hours for 8
sessions in the year. That is, every 1.5 month, the BOD holds a
formal meeting to decide on the functioning of the institution. This
seems good and allows it (the board) to closely follow the
evolution of the institution. 84.8% of the members are on average

assiduous at the meetings of the board. This shows their
commitment and therefore their duty towards the institution.

Informal meetings seem to be frequent. 90.9% of the
members confirm that they have recourse to these forms of
meetings, apart from the formal ones. These meetings have
been shown in previous research to be beneficial for the
functioning of the BOD. The average age of BOD members
is 47, and their average duration term is 7 years.

4.2. Roles of the BOD

Table 5 presents the factorial axis of the roles of BODs.
Two dimensions stand out in our context.

Table 5. The factorial axes of board's roles.

Items Axis 1 Axis 2 Cronbach Alpha (a) Variance explained

STR1 0.773

STR2 0.885 0.809 41.3%

STR3 0.878

CS2 0.694

CS3 0.851 0.727 27.3%

CS4 0.847

Precision measurement of the Kaiser-Meyer-Olkin sample 0.657
Chi-Two approximate 183.80

Bartlett test of sphericity Degree of freedom 15
Meaning of Bartlett 0.000

Global alpha 0.704

Global variance explained 68.7%

Source: from our survey results.

These are the strategic role (axisl) and the control -
oversight- role (axis 2). We note that the model used to
evaluate these dimensions meets scientific standards both in
the structure of the factors and in the consistency of the
model. All our alphas are in the range defined by [26]. The
explained variance is significant. The KMO is high and
Bartlett's sphericity tests are significant.

As far as the interpretation of the axes is concerned, the
grouping of items in two dimensions gives:

Dimension 1 (axis 1): measures the strategic role of the
BOD in discussing strategic alternatives, in their participation
in the choice of a strategy, and in the discussion of action
plans for the implementation of the strategies chosen. This
dimension corroborates the theory of absolute rationality,
which is generally composed of these three successive phases
and leads to optimal results.

Dimension 2 (axis 2): measures the control role of the
BOD. It includes items measuring the degree of involvement
of directors in the control of the management teams, the
degree of control of the management teams and the degree of
control of the remuneration of the management team. These

variables implement the disciplinary role that directors have
over the management team.

4.3. Competence

Table 6 presents the communalities of competence items,
and Table 7, its factorial axis.

Table 6. Communalities of competence items.

Items Initial Extraction
COMPE1 1.000 0.576
COMPE2 1.000 0.740
COMPE3 1.000 0.792
COMPE6 1.000 0.628
COMPE9 1.000 0.780
COMPE10 1.000 0.760
COMPEI11 1.000 0.825

Extraction method: Principal axis factoring. Rotation method: varimax.

As far as the interpretation of the axes is concerned, the
grouping of the items in two dimensions gives:
Dimension 1 (axis 1): includes items COMPE6, COMPE9,
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COMPE10 and COMPEIL. It measures the general
competences of BOD members, which we call global
competence. It is necessary or even indispensable in MFIs
that directors have skills in both the financial and legal fields
because of the specificity of the industry. Dimension 1
explains 54% of competence.

Dimension 2 (axis 2): measures the external knowledge of

the board members. This dimension includes items COMPE]1,
COMPE2 and COMPES3, and explains 19% of competence.
Its weight is relatively low compared to the global
competence. The Cronbach alpha are respectively 0.882 and
0.748 for the first and second dimension, with an overall
alpha of 0.854.

Table 7. The factorial axes of competence.

Items Axis 1 Axis 2 Cronbach Alpha (o) Variance explained

COMPE6 0.728

COMPE9 0.863

COMPE10 0.871 0882 4%

COMPEL11 0.886

COMPE1 0.579

COMPE2 0.857 0.748 19%

COMPE3 0.870

Precision measurement of the Kaiser-Meyer-Olkin sample 0.812
Chi-Two approximate 341.97

Bartlett test of sphericity Degree of freedom 21
Meaning of Bartlett 0.000

Global alpha 0.854

Global variance explained 73%

Source: from our survey results.

5. Discussion of Results

Karoui, Khlif and Ingley's work [42] has highlighted four
main roles played by the BOD, namely a strategic role, a
strategic leadership role, a control and monitoring role, and
finally a service and support role. These roles are present in
the BOD studied by the author and are exercised very
seriously.

In our study, two of these roles are present. These are the
strategic role and the control role. The two remaining roles
are not significant in our context. Nearly half of board
members discuss strategic alternatives and more than 90%
claim to be involved in the choice of strategies and the
development of action plans. This shows the extent to which
MFIs> BOD are involved in the definition and
implementation of strategies in their institutions. The sharing
of knowledge and discussion of alternatives are fundamental
to this approach and are found in our study to a significant
degree.

More than 80% of the board members claim to be involved
in performance monitoring but also in the monitoring of the
management team. On the other hand, 76.8% are interested in
controlling the remuneration of this team.

The fact that the MFIs in our sample are not limited to the
traditional disciplinary role, but also emphasize the strategic
role validates our hypothesis H1: the BOD in Senegalese
MFIs are characterized by a plurality of roles exercised by
the board. It plays a control role, but also a strategic role.

The average number of board members in Senegalese
MFTs is 14. In the sense of [38, 46], these MFIs have mostly
large BODs. This situation may favor stowaways. For this
paper, the most important is the presence of a BOD in the
surveyed MFTs, with sufficient number of directors.

The presence of independent members on the board is one

of the most important factor in determining board
performance. As we have learned from the literature, it is a
positive signal for channeling the opportunistic behavior of
managers. The use of independent directors is beneficial for
an effective board. Independent directors oppose decisions by
management that tend to harm the interests of shareholders.
Research has shown that they not only reduce conflicts of
interest but also reduce agency costs. They are beneficial for
the BOD if the number reaches 1/3 of the total number of
besiegers [63]. Kanter [40] considers a critical threshold of
35% for a social group to be able to influence decisions. The
results of our research show that the average number of
independent directors is effectively 35% of the members who
sit on the board. In the sense of [40, 63], independent
directors in our MFIs are well represented. From these
findings we can say that the number of independent directors
in our sample is optimal.

The duality of functions is also an important lever for
deciding on the optimal composition of the BOD. This
variable contrasts the thesis of independence (which defends
a clear separation of the functions of CEO and Chairman of
the BOD) with the thesis of the unity of command defended
by the theory of stewardship (which advocates the
accumulation of the two functions). According to the first
thesis (i.e., the thesis of independence) defended by [17, 38,
50, 56], it is quite unlikely that a Chairman of the BOD
(CBOD) would sanction himself as a CEO. This increases the
laxity of managers and ultimately results in performance
losses. The second thesis defended by [32, 61] considers that
the accumulation of functions could be beneficial to
shareholders. The results of our research show that 80% of
respondents support the thesis of independence. From these
results, it can be clearly stated that the majority of MFIs are
aware of the risks of uniqueness and opt for the separation of
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the two functions. This translates into a positive signal in
governance practices.

In addition, we note a strong female presence on the BOD,
on average 46%, contrary to the work of [42], on French
SMEs. The rate of feminization is, according to some
researchers, a strong signal of good governance practices.
However, not all researchers agree on the effects of the high
rate of feminization on board decisions. Adams and Ferreira
[1] consider that BOD need female directors who
unfortunately are rare to find. For these authors, female
directors are those with proven skills, who impose
themselves in male-dominated groups and identify
themselves through the right decisions. These women have a
positive impact on performance, otherwise they only harm it.

In the sense of the reports by [12, 63] and the research by
[20, 36, 37], we can conclude that the composition of the
board meets the optimality requirements. Indeed, the size of
the BOD is on average satisfactory, and the percentage of
independent directors is optimal. We note a clear separation
of the key functions of the CEO and the CBOD in the
majority of MFIs and a fairly high rate of feminization.

The regularity of meetings as confirmed in the literature
improves the flow of information and reduces information
asymmetry, but also makes it possible to monitor objectives. It
is recommended in best managerial practice to monitor
objective indicators through partial analyses to guide the entity
as it drifts off course. This should not be done by waiting for
the annual results, but by monitoring the realization at mid-
term in order to take corrective action if necessary. The
frequency of meetings (once every 1.5 month) and the high
attendance rate of members (85%) imply "maintaining a
sufficient level of information to enable directors to be active
and involved" [23]. We can say that directors have a sense of
belonging that may explain their strong involvement and duty
to the MFIL.

In light of these results, we can say that our hypothesis H2
is confirmed. Therefore, the composition of the BOD and
their mode of operation meet the optimality requirements.

The work of Karoui, Khlif and Ingley [42] gives a measure
of the concept of BOD competencies through three
dimensions: external knowledge, internal knowledge and
general competencies. Among these dimensions, two are
present in ours paper, i.e., the general competence and the
knowledge of the external environment. We do not validate
the internal knowledge dimension. Items related to this
dimension such as COMPE4, COMPES5, COMPE7 and
COMPES8 were eliminated during the factorization. The
knowledge of MFI’s culture by the members of the board
(COMPES®) is present, but is instead included in the general
competence dimension. It is entirely conceivable to associate
the knowledge of MFI's culture with general competence.
When directors sit on a BOD, they are expected to be the first
to be imbued with the MFT’s ideology, values, rituals, etc. All
these elements are included in the corporate culture.

Having identified two relevant dimensions of competence
in Senegalese MFI’s, we can conclude that our hypothesis H3
is partially validated [42]. Then, Senegalese MFI BODs

display some level of competence.

6. Conclusion

The objective of this paper is to analyze governance
practices in Senegalese MFIs, in order to judge their
effectiveness. To do so, we formulated three hypotheses, that
we tested using data collected through a field survey.

Concerning the role played by the BOD, we note that
Senegalese BODs in MFIs play two main roles: the
traditional disciplinary role of the BOD and a strategic -
advisory- role towards the management team. The
disciplinary role is strongly felt in the exercise of their
control function. Described in the literature as the primary
role of the BOD, this dimension is very present in the
answers to our survey. The mechanisms through which the
disciplinary role is exercised are the size of the board, the
absence of dualism of functions and the representation of
women on the board, all of which meet the conditions for
optimality. The percentage of independent directors also
meets the conditions for optimality in the sense of [40, 63].
This leads us to conclude that the composition of the boards
of Senegalese MFIs meets the optimality requirements.

The strategic function is also present in the MFIs studied.
This dimension seems to have the same importance than the
control dimension. Our results mark a break with the
classical preponderance given by agency theory to the
disciplinary role of corporate governance.

Competence, is considered in the cognitive approach as a
major lever that solidifies knowledge sharing. According to
the literature, the competence dimension is a well-known and
highly explanatory variable of cognitive governance [15].
The competencies of Senegalese BODs are highlighted in
this paper, through two dimensions: the general competence
and the knowledge of the external environment.

Overall, the results of this study are consistent with the
literature on the components of optimal BOD. The findings
show that governance practices are effective in Senegalese
MFIs in the sense of the good practices recognized by
theorists and practitioners. Being MFIs (legal form and their
field of intervention) does not prevent them to adhere to the
best corporate governance practices. The presence of well-
functioning BODs in Senegalese MFIs should theoretically
translate into improved financial and social performances. Is
this observed in practice? Future researches should try the
related BOD’ characteristics and various measures of
performance.
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