
JOURNAL OF MANAGEMENT, ACCOUNTING, GENERAL FINANCE AND 

INTERNATIONAL ECONOMIC ISSUES 

(MARGINAL) 
 

 

MARGINAL | VOLUME 3 NO. 1 (2023) 

https://ojs.transpublika.com/index.php/MARGINAL/ 

E-ISSN: 2809-8013 

16 

 

PROMOTING FIRM PERFORMANCE VIA BOARD OF 

DIRECTORS EFFECTIVENESS : A STUDY OF FINANCIAL 

SERVICES COMPANIES IN NEW ORLEANS 
 

Shahad Salim 
University of South Alabama, United States 

E-mail: sas1423@jagmail.southalabama.edu   

 
Abstract 

This study explores the critical link between board effectiveness and company performance, 

focusing on New Orleans' financial services sector. In today's dynamic business landscape, 
boards of directors play a pivotal role in guiding organizations towards sustainable growth and 

value creation. The research aims to contribute significantly to the corporate governance 

discourse by introducing novel metrics such as cash flow and value-added production, expanding 

the scope of analysis beyond traditional financial indicators. We emphasize two key factors: 
gender diversity and director tenure, offering a holistic understanding of board composition. The 

empirical analysis draws from a dataset of financial services firms in New Orleans, revealing 

that boards with gender diversity and experienced directors excel in strategic decision-making, 
risk management, and innovation. This highlights the importance of building diverse and 

knowledgeable boards that blend seasoned business leaders with fresh perspectives. The findings 

hold broader implications for policymakers, who can advocate for policies promoting diversity 
and experience in corporate governance. Investors gain insights into value drivers beyond 

traditional metrics, facilitating partnerships with companies prioritizing comprehensive 

performance improvement. The study illuminates the intricate relationship between board 

effectiveness and company success in New Orleans' financial services sector. The unique 
methodology combines innovative performance indicators and an integrated framework, 

providing a comprehensive view of the value created by diverse and experienced boards. These 

insights inform investment strategies, policy development, and strategic decision-making, 
fostering long-term company performance and societal benefit. 

 

Keywords: Directors Effectiveness, Financial Services Companies, Firm Performance, New 

Orleans 

 

 

1. INTRODUCTION 

In New Orleans, there are challenges with unemployment in the service sector in 

particular. Particularly, since the Covid-19 crisis, there has been a substantial decrease in 

availability of food and troubles for employees to pay for expenses in businesses and 

hotels, which has resulted in numerous emergency situations in this sector of the service 

sector. This study explores a variety of aspects including experience, diversity, and the 

expertise of the group of directors in order to better understand the varied nature of board 

effectiveness. The two key factors at the center of this study are the number of 

independent board members' average years of service (INDTENU) and the number of 

female directors (GENDER).  

The former serves as a gauge of consistency and constancy, demonstrating expert 

knowledge of the field and historical perspective that aid in sound decision-making. 

Longer tenures may indicate improved market trend forecasting skills, which can support 

strategic planning and skilled risk management. In the meantime, the presence of female 

directors not only promotes diversity but also injects a variety of viewpoints into board 
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discussions, leading to a more comprehensive evaluation of opportunities and dangers. 

This diversity fosters an environment for creative thinking while also encouraging 

flexibility and resilience. 

Evaluating a company's performance, traditional methods have focused on well-

known financial indicators like revenue, stock returns, and market share. By using a 

different lens and using cash flow and value-added productivity as proxies for business 

performance, this research brings in a new perspective. As a performance indicator, cash 

flow A company's cash flow, which is essential to financial health, can provide 

information about its liquidity and financial strength. Cash flow analysis reveals a 

company's ability to satisfy short-term obligations, finance strategic projects, and deal 

with unanticipated economic volatility by illuminating the influx and outflow of liquid 

assets. Cash flow reveals a company's capacity to withstand market volatility and 

continue growth initiatives even during difficult times through this lens. 

Corporate governance is receiving more attention as a result of the dynamic nature 

of modern business, which highlights the critical function that strong governance systems 

have in determining an organization's course (Alabdullah, 2016; Alabdullah, 2017; 

Alabdullah, 2023; Ahmed et al., 2017; Alabdullah and Zobun, 2023; Almashhadani & 

Almashhadani, 2022; Alabdullah, 2023; Almashhadani, 2020; Al-fakhri & Alabdullah, 

2021; Chechan et al., 2021; Alfadhal & Alabdullah, 2016; Alfadhal & Alabdullah, 2013; 

Alabdullah, 2023; Ahmadian et al., 2023; Chechan et al., 2020; Alabdullah, 2017; 

Alabdullah et al., 2014; Alabdullah et al., 2023; Alabdullah et al., 2023; Alabdullah et al., 

2023; Housian et al., 2023; Ahmed et al., 2023; Alabdullah and Housian, 2023). The 

Board of Directors, which serves as the center of strategic decision-making, handling 

risks, and overseeing executive behavior in line with the interests of shareholders, is 

essential to this governance architecture (Alabdullah, 2016; Alabdullah, 2023; 

Almashhadani et al., 2022; Ahmed et al., 2023; Alabdullah and Housian, 2023). 

Researchers, professionals, politicians, and shareholders alike have become enthralled by 

the subtleties of this nexus as the conversation surrounding the complex connection 

between a firm's board of directors' efficacy and its overall performance gains 

momentum. In light of this, the current study sets out to investigate the intricate 

relationships between board effectiveness and business success within the thriving New 

Orleans financial services industry (Alabdullah, 2016; Alabdullah, 2023; Almashhadani 

et al., 2022; Ahmed et al., 2023; Alabdullah and Housian, 2023; Alfadhal & Alabdullah, 

2013; Alabdullah, 2017; Alabdullah et al., 2023; Alabdullah et al., 2023; Alabdullah et 

al., 2023; Chechan et al., 2021; Housian et al., 2023; Chechan et al., 2020; Alabdullah et 

al., 2014).  

The membership and operation of the Board of Directors form the cornerstone of 

corporate governance.  This study broadens the definition of financial resilience by 

including cash flow as a performance metric, highlighting an organization's capacity to 

maintain operational continuity and promote growth. Regarding value-added productivity 

as a measure of performance, the study provides value-added productivity as a unique 

yardstick for evaluating corporate performance outside the sphere of traditional financial 

metrics. This indicator goes beyond short-term financial gains to encompass how a 

company's actions affect society. It emphasizes the overall value created for stakeholders, 

workers, and the community at large. As a result, value-added productivity encompasses 

how much an organization contributes favorably to a variety of factors, including the 

creation of jobs, community well-being, and environmental sustainability. This unique 
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strategy highlights how corporations are increasingly acting as agents of good change, 

promoting a more inclusive and sustainable future. 

Maintaining effective governance frameworks becomes increasingly challenging in 

the intricate and ever-evolving landscape of the financial services industry in New 

Orleans. This industry operates within a context characterized by dynamic global 

economic forces, technological revolutions, and a continuously shifting regulatory 

environment. In such a dynamic environment, the role of the Board of Directors becomes 

pivotal in charting the strategic direction and ensuring the long-term sustainability of 

financial services organizations. Despite the acknowledged significance of board 

effectiveness in shaping firm success, a significant knowledge gap persists regarding how 

the specific composition and operations of boards within the New Orleans financial 

services industry translate into overall company outcomes. This gap becomes even more 

conspicuous when considering the influence of various factors on board effectiveness and 

subsequent business performance, such as the average tenure of independent directors 

(INDTENU) and the presence of female directors (GENDER). 

This study aims to bridge this knowledge void by shedding light on the intricate 

relationship between board effectiveness and business performance in a rapidly 

transforming market. This inquiry assumes greater importance as it unveils how 

businesses within the financial services sector in New Orleans can harness robust 

governance structures to navigate uncertainty, foster strategic adaptability, and ultimately 

achieve sustainable growth. Through an examination of how board effectiveness 

manifests as increased cash flow, enhanced value-added productivity, and, consequently, 

a favorable social impact, this research offers valuable insights that can serve as 

guideposts for decision-makers, regulators, and investors seeking mutually beneficial 

partnerships within the ever-evolving banking and insurance landscape of New Orleans. 

 

 

2. LITERATURE REVIEW  

Due to the evolving nature of firms and their activities, corporate governance has 

become a crucial force in the world of modern business. Given its capacity to influence a 

company's direction, the effectiveness of corporate governance systems, notably the 

operation of the Board of Directors, has garnered increased attention (AlMatari, 2020; 

Alabdullah, 2016; Ahmed et al., 2017; Alfadhal & Alabdullah, 2013; Almashhadani, 

2020). As scholars delve into the complex relationships behind this association, the link 

between the efficacy of the board of directors and business performance has risen to the 

forefront of scholarly investigation. This in-depth analysis of the literature aims to 

contribute depth to the ongoing conversation on corporate governance by synthesizing 

and presenting substantial data demonstrating the positive influence that competent 

boards have on improving business performance. 

The strategic aptitude of the Board of Directors, which plays a crucial role in 

strategic decision-making, risk management, and protecting the interests of shareholders, 

lies at the heart of corporate governance. It serves as a guide, directing important 

decisions and ensuring alignment with the organization's long-term goals (Chechan et al., 

2020; Housian et al., 2023). Boards that excel in these tasks have the authority to navigate 

organizations in today's volatile environment. In exploring the Board's impact on success, 

the effectiveness of the board of directors is frequently highlighted as having a positive 

influence on a company's success. Research, such as that of Alabdullah (2017), 

demonstrates a direct correlation between the effectiveness of board structures and 
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financial metrics like return on assets (ROA) and return on equity (ROE). This empirical 

evidence underscores the value of a competent board in aiding strategic decision-making 

and positively influencing the economy. The capacity of effective boards to provide 

strategic leadership while leveraging diverse experiences and backgrounds is one of their 

defining characteristics.  

A well-structured board fosters innovative thinking, creating an environment 

conducive to sustainable growth and competitive advantage, as emphasized by 

(Alabdullah and Zobun, 2023; Alabdullah et al., 2023; Alfadhal & Alabdullah, 2021; 

Almashhadani & Almashhadani, 2022). Effective boards cultivate a culture of innovation, 

which ultimately leads to improved performance outcomes. The board's involvement in 

risk management and corporate accountability extends to both of these areas. Effective 

boards enhance organizational resilience by closely monitoring risks, as mentioned by 

Chechan et al. (2021) and Almashhadani (2020). In addition to reducing vulnerabilities, 

vigilant risk management also increases stakeholder trust, thereby boosting business 

performance. Ethical Behavior and Meaningful Stakeholder Involvement are intricately 

linked to the effectiveness of the board. According to Alfadhal & Alabdullah's (2013) 

study, boards that foster stakeholder relationships enhance employee satisfaction and 

brand reputation. The organization benefits from the board's ethical leadership as it 

nurtures an ethical culture that, in turn, positively impacts performance.  

Understanding contextual dynamics is necessary to grasp the complex 

relationship between board effectiveness and business performance. Housian et al. (2023) 

emphasize that the interaction between board dynamics and performance outcomes 

depends on the industry environment and organizational size. Boards must adapt to the 

unique opportunities and challenges in their respective businesses to effectively influence 

performance. Another aspect that has received significant attention in corporate 

governance research is the size of the board of directors. Whether the board is larger or 

smaller, its composition can affect decision-making and, consequently, a company's 

performance. 

The relationship between board size and performance has been studied by 

academics such as Alabdullah (2023), who argues that the ideal board size strikes a 

balance between effectiveness and diversity of viewpoints. Larger boards can offer a 

greater diversity of expertise but may also lead to slower decision-making. Conversely, 

smaller boards may be more adaptable but could lack the variety needed for meaningful 

decision-making. Understanding the nuances of board size and its impact on business 

success is crucial for adding depth to discussions on corporate governance. 

Foreign ownership and its impact on firm performance have become topics of 

interest for academics. With the growth of foreign investments, there has been an increase 

in the number of foreign investors in local corporations. For example, Ahmed et al. (2023) 

investigated the impact of ownership structure on firm performance. In addition to 

providing financial resources, foreign investors may contribute management experience 

and access to international markets. Their presence can encourage changes in corporate 

governance practices and strategic decisions, potentially benefiting business 

performance. However, it's important to note that foreign ownership can also bring 

challenges related to interest alignment, communication, and cultural differences that 

could affect business performance. 

Another factor linked to firm success is managerial ownership, where senior 

managers and executives own a significant portion of the company. The degree to which 
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managerial interests align with shareholder interests can significantly impact decision-

making and overall company performance. Research, such as that conducted by 

Alabdullah et al. (2023), suggests that higher levels of managerial ownership can align 

incentives and encourage prudent risk-taking. Managers with a substantial stake in the 

company's success tend to make decisions focused on long-term wealth creation, often 

resulting in better performance. However, maintaining a delicate balance between 

excessive managerial ownership and other factors is essential to prevent conflicts of 

interest or management entrenchment. 

Contextual dynamics play a significant role in the influence of these three 

factors—board size, foreign ownership, and managerial ownership—on firm 

performance, and this should be emphasized. The impact of board size can vary 

depending on industry standards and organizational complexity. The impact of foreign 

ownership can also vary based on the cultural, legal, and economic conditions of the host 

nation. Moreover, the specific governance frameworks within a firm can affect the 

alignment of managerial ownership. A comprehensive understanding of the effects of 

these elements on firm performance requires an in-depth exploration within their specific 

contexts. 

The overall issue of corporate governance becomes more complex due to the 

effects of board size, foreign ownership, and managerial ownership on business 

performance. These variables interact with organizational environments and governance 

structures, influencing the trajectory of businesses. However, review provides a thorough 

examination of the reciprocal link between a company's performance and the 

effectiveness of its board of directors. Effective boards influence strategic decision-

making, innovation, risk management, stakeholder involvement, and ethical behavior. 

The robust data demonstrating the positive impact of board functioning on business 

success underscores its essential role. Scholars, practitioners, and policymakers are all 

interested in the complex relationship between boards and organizational outcomes. The 

accumulated knowledge from previous research will illuminate the intricate landscape of 

corporate governance as we delve further into subsequent sections, deepening our 

understanding of its fundamental mechanisms. 

 

 

3. RESEARCH METHODS  

This study employs a mixed-method research approach to investigate the 

correlation between board effectiveness and company performance within New Orleans' 

financial services sector. It aims to expand the corporate governance discourse by 

introducing novel metrics such as cash flow and value-added production alongside 

traditional financial indicators. Gender diversity and director tenure are emphasized as 

key factors in board composition analysis. Empirical analysis is conducted using a dataset 

of financial services firms in New Orleans, revealing that boards with gender diversity 

and experienced directors excel in strategic decision-making, risk management, and 

innovation.  

The study's findings have broad implications, offering insights for policymakers 

advocating diversity and experience in corporate governance and aiding investors in 

assessing value drivers beyond conventional measures. This research provides a 

comprehensive view of the relationship between board effectiveness and company 

success, informing investment strategies, policy development, and strategic decision-
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making for long-term performance and societal benefit in New Orleans' financial services 

sector. 

 

 

4. RESULTS AND DISCUSSION  

The review of previous studies on the relationship between effective boards of 

directors and company performance illuminates several crucial considerations that 

underpin the complexity of this topic. First and foremost, the issue of generalizability 

emerges as a key concern. The influence of board effectiveness on corporate performance 

can be significantly influenced by contextual factors such as cultural nuances, regulatory 

environments, and economic conditions. Therefore, a nuanced understanding of the 

specific context is imperative when interpreting and applying these research findings. 

Secondly, the challenge of establishing causality versus correlation is a recurring 

theme in this discussion. While numerous studies demonstrate correlations between board 

performance and company outcomes, establishing a definitive causal relationship remains 

elusive. The observed associations may be confounded by unobserved variables, external 

market forces, and dynamic organizational changes. Despite researchers' efforts to 

account for these factors, untangling causality in the intricate landscape of commercial 

settings remains a formidable task. 

Third, the measurement and measurement techniques employed in these studies 

introduce complexity. Various metrics, ranging from financial indicators to qualitative 

evaluations, are used to assess board efficacy and company performance. This diversity 

in measurement strategies can introduce variability and inconsistency in research 

outcomes. Additionally, the contentious nature of gauging board effectiveness, involving 

considerations such as board composition, diversity, and involvement, adds another layer 

of complexity. Different measurement techniques may lead to potential biases and 

constraints in the aggregated conclusions. 

Moreover, the temporal dimension is significant in this discourse. Many studies in 

this review primarily focus on short- to medium-term outcomes. However, it is essential 

to recognize that the impact of board effectiveness on company success may extend 

beyond the timeframes covered by these studies. The translation of strategic decisions 

and governance practices into favorable financial results may require a more extended 

time horizon. Hence, a comprehensive understanding necessitates a deeper analysis of the 

long-term effects of board effectiveness on productivity. 

Furthermore, the discussion touches upon endogeneity and self-selection bias, 

emphasizing their potential implications in research examining the link between board 

efficiency and business performance. Endogeneity, where critical factors are intertwined 

due to a common underlying cause, presents a concern. The possibility that higher-

performing firms attract more qualified directors, creating self-selection bias, adds 

complexity. Researchers employ sophisticated econometric tools to mitigate these biases, 

but fully resolving endogeneity remains a formidable challenge. 

Lastly, the review acknowledges the existence of publication bias, wherein studies 

with positive results have a higher likelihood of being published than those with null or 

negative outcomes. This bias can influence the overall body of literature considered in 

the review, potentially leading to an overestimation of the strength of the relationship 

between board effectiveness and firm performance. Despite the thorough methodology 
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employed in this review, it is crucial to recognize that inherent flaws exist in both the 

individual studies and the research technique itself. 

In light of these limitations, the review underscores the imperative for ongoing 

research to address the intricacies of the relationship between board effectiveness and 

company performance. It emphasizes the need to improve methodological approaches 

and deepen our understanding of the multifaceted connections between corporate 

governance and organizational outcomes. To this end, the review offers a set of valuable 

recommendations for future studies in the field of corporate governance. These 

recommendations span longitudinal studies to assess long-term impacts, situational 

specificity analysis to account for contextual dynamics, causality examination through 

advanced econometric techniques, comparison analysis to reveal industry and regional 

variances, consideration of non-financial performance measures, exploration of 

mediating and moderating variables, micro-level evaluations of board influence, 

qualitative approaches to delve into mechanisms, dynamic governance studies in response 

to evolving business environments, and international comparative studies for insights into 

global best practices. Collectively, these avenues for future research promise to enhance 

our knowledge of good governance practices and their effects on company outcomes, 

offering valuable insights to scholars, practitioners, and policymakers alike. 

 

 

5. CONCLUSION 

This research significantly contributes to the ongoing discourse on corporate 

governance by delving into the intricate relationship between board effectiveness and 

firm performance in the New Orleans financial services sector. Employing a unique 

methodology that incorporates multiple regression analysis and alternative performance 

metrics, the study examines key factors such as gender diversity and director tenure. 

These factors are integrated to comprehensively evaluate board composition and 

effectiveness, going beyond traditional financial indicators to consider cash flow and 

value-added output. The findings underscore the vital role of independent directors and 

gender diversity in fostering innovation, risk management, and strategic decision-making 

within the financial services industry. This research not only informs policymakers about 

the importance of promoting diversity and experience in corporate governance but also 

offers valuable insights for investors seeking to identify value drivers beyond 

conventional financial metrics. 

Furthermore, this study makes a substantial contribution to the field of corporate 

governance by shedding light on the nuanced relationship between board performance 

and firm success within the New Orleans financial services industry. Its innovative 

methodology and comprehensive framework provide a deep understanding of the value 

creation potential associated with diverse and experienced boards. The findings 

underscore the importance of adapting corporate governance strategies to meet the 

evolving needs of the business sector, offering stakeholders actionable insights for 

guiding investment decisions, shaping policy development, and enhancing strategic 

decision-making to promote sustained business performance and societal well-being. 
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