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Abstract

Corporate governance has become one of the most important areas of modern financial
management, as it influences companies’ strategic decisions, resource allocation, and the
protection of stakeholders’ interests. Although the impact of corporate governance on financial
performance and capital structure has been extensively examined in academic literature, this

issue remains insufficiently explored in the Georgian business environment.

The purpose of this study is to assess the impact of key corporate governance
characteristics on the financial performance and capital structure of Georgian companies
during the period 2020-2024. Two hypotheses were formulated within the framework of the
research: Hi - corporate governance characteristics have a significant impact on a company’s
financial performance; and H: - corporate governance characteristics have a significant impact

on a company’s capital structure.

The study is based on panel data collected from 35 Georgian joint-stock companies for
the period 2020-2024. Return on Assets (ROA) was used as a measure of financial performance,
while financial leverage was employed as an indicator of capital structure. The corporate
governance variables included board size, ownership concentration, the presence of foreign
representatives on the board, and gender diversity. The analysis was conducted using the R

statistical software through fixed-effects and random-effects panel regression models.

The results revealed that, within the financial performance model, only one corporate
governance characteristic, the presence of a foreign representative on the board, had a positive
and statistically significant effect on ROA. In addition, firm age and sales growth were found
to be positively associated with financial performance. The effects of board size, ownership
concentration, and gender diversity on ROA were not statistically significant. With regard to
the capital structure model, the findings indicated that none of the corporate governance

variables had a statistically significant impact on financial leverage.

Based on these results, the first hypothesis was partially supported, whereas the second
hypothesis was not supported. The findings suggest that, in the context of Georgian companies,

corporate governance characteristics are more closely associated with financial performance



than with capital structure. Furthermore, the presence of foreign representatives on corporate

boards emerged as an important governance factor linked to improved financial outcomes.

Keywords: Corporate Governance, Financial Performance, Return on Assets, Capital

Structure, Financial Leverage, Panel Data.



