
 
 

ISSN (Print)  

ISSN (Online)  

Advances in Business and Commerce (ABC) 

Spring 2022, Volume 1, No.1, pp 17-26 

 

 

 

Management Team Structure and Performance of Mutual Funds 

Muhammad Jam e Kausar Ali Asghar* 1, Qurat ul Ain2, Hafiza Tahira Fazal3 

 

 

Abstract: The purpose of this study is to test decision-making theories; classical, behavioral and 

group shifts in a large sample of real world data from a professional business setting of mutual 

funds industry to find out which management structure contributes more in the success of mutual 

funds in terms of displaying better performance and bringing in more profits. Current study 

examines the relationship between the performance and management team structure of mutual funds 

of Pakistan over the period of 5 years. It is found that team-managed funds outperform single-

managed funds in terms of risk-adjusted returns which validates behavioral decision making theory.  

Moreover, it is also observed that small mutual funds outperformed large mutual funds. 

Furthermore, systematic risk is positively related with the performance of mutual funds. However, 

financial crises negatively affects the performance of mutual funds.  
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1. Introduction 

All over the world performance of mutual funds has been a key concern of examination because of its 

significance as a medium of investment for both individuals and institutions. There is a widespread belief that 

in any economic system internal structure of an organization is responsible for failure or success of the 

organization. Management structure of the portfolio management system improves with teams having 

multiple managers instead of single manager as the leading decision making body (Sharpe, 1981). But these 

management structure alterations do not essentially provide guarantee of superior performance by teams over 

individual. 

Few studies after examining the differences between team and individu 

al reported weaknesses of teams and superior performance of individuals (Sah and Stiglitz, 1988).  Individuals 

were also found to be more efficiency lovers than teams (Balafoutas et al, 2014) and they behave less selfishly 

than teams (Muller and Tan, 2013; Kocher and Sutter, 2007). Though, Cason and Mui (1997) reported no 

noteworthy difference between individuals and teams with two or three people (Luhan et al, 2009). Whereas, 

other studies reports benefits of the team as their decision making process is more efficiency oriented than 

individuals (Kugler et al, 2012; Charness and Sutter, 2012). Majority of present studies in economics 

examined the social preferences combination in interactive games inside teams that results from the conduct 

of individuals (Bornstein & Yaniv, 1998; Kugler et al, 2012) have revealed that team decisions are more 

nearer to the rational decisions than the decisions made by individuals. Teams are also inequality averse in 

their decision making process while only smaller number of individuals oppose inequality. Moreover spiteful 

and selfish forms are also present more amongst individuals than in teams, (Balafoutas et al, 2014).  

Recently, there is a quick rise in the mutual funds that are managed by team of managers rather than 

individual manager. This rising trend of team managed funds has encouraged researchers to observe the 

causes of their increased demand. Many researchers have documented differences in characteristics of 

individual managed funds verses team managed (Bliss et al, 2008 and Bar et al, 2005). Some of them have 

found that funds managed by team do not perform differently than funds that are managed by single manager 

like (Bliss et al, 2008), they found no significant difference in the performance of both management 

structures. While others found that team managed funds underperform single managed funds (Chen et al, 

2004; Bar et al, 2005; Massa et al, 2010). However some studies reveal that team managed funds perform 

better and provide superior returns, (Bär et al, 2005; Okano, 2013; Van et al., 2014) than single managed 

funds.  

So this issue has been an important topic of investigation since behavioral decision making theory, group shift 

theory and classical decision making theory, oppose each other concerning decision making processes and 

performance outcomes. Given the inconclusiveness of results of existing research, more evidence on the 

management structures of mutual fund industry and their decision making differences in various countries 

seems desirable. These variances in decision processes among team and individual fund managers can be 

described by the following three theories. First, group shift theory (Myers & Lamm 1976; Stasser et al, 1989; 

Kerr, 1992) which states that the judgment of team inclines more towards the opinion of most extreme and 

influential team member, Kerr and Tindale (2004) called group shift effect. Second, behavioral theory which 

is based on bounded rationality model of Simon’s (1982) which states that (1) Unique states of whole world 

should be distinguished, (2) there should be separate apportionment of resources, (3) Substitutes should be 

known, and prices can be negotiated (4) Values, culture and ethics may impact the perceptions of uncertainty 

and risk. So behavioral decision theory implies that mutual fund managed by teams, out-perform the mutual 

fund managed by an individual manager. Third, classical decision theory is based on the model of rational 

choice proposed by Zeckhauser (1987) (1) the constant allocation of resources, (2) the stable market states in 

which all the world market states are already known, (3) the belief that price on sold goods is subject to 

arbitrage (4) and clear alternatives should always be present. Thus classical decision making theory states that 

decision makers should make rational choices to enhance outcomes as in extremely competitive atmosphere, 

actions taken by individuals are bounded by market forces.  

In 1962 concept of mutual fund was hosted in Pakistan, but formal functioning of mutual Funds started in 

1964. The closed ended mutual fund was set up in 1966 named as Investment Corporation of Pakistan (ICP). 
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Almost 26 funds were managed by mutual fund industry at that time that were dealt by financial markets in 

two different groups i.e., open ended and closed ended funds. Initially in the mutual fund industry ICP had 

government monopoly, later on during 1995 to 1996 private sector inserted enormous resources? The 

investment size of mutual fund industry then grown to dollar 6 billion that was equal to rupees 385.5 billion. 

This good performance was mainly due to open end funds which worth to approximately 331.6 billion rupees; 

however by the end of 2008 the closed ended fund almost became stagnant at 54 billion rupees due to global 

financial crises and poor economic state of country.  

Mutual fund industry of Pakistan since the last few years showed an exclusive growth as it is one of the 

emerging industries. This growth is bi-directional as the amount of mutual funds has also been improved 

along with the growth in net asset value. the net assets of the funds according to industrial statistics on June 

2003 has been increased from 51 billion rupees to 398 billion rupees on June 2013 that lead to a growth of 

647 percent which is equal to 347 billion rupees during this decade (MUFAP year book 2013).  

This study examines whether investment decisions made by individual or teams of fund managers are better 

and which management structure leads to the superior performance in fund industry of Pakistan. This study is 

significant in various ways. First, the determinants of performance could assist as a source of competitive 

advantage for fund managers if they are associated with managerial structure. Second, evaluation of portfolio 

manager performance can be important for investment companies as it will help them to identify the problems 

that previously limit managers to perform better. Third, this study can also aid investors in making effective 

investment decisions by comparing the previous performance of the funds.  Fourth, this study could also be 

helpful for investors to understand the differences between team managed and individual managed funds, and 

they will consider this aspect before making decision of investment in any particular fund. Last, the study can 

help regulators to initiate the regulatory reforms in mutual fund.  

Several studies in Pakistan have examined the performance and efficiency of mutual funds (Zulfiqar et al, 

2011; Arshad, 2013; Asghar et al, 2013; Babar et al, 2013; Razzaq et al, 2012; Naz et al, 2015) despite the 

fact that fund management play a crucial role in mutual fund performance, none of these above studies have 

analyzed the impact of fund management structure on fund returns and performance. To overcome these 

shortcomings this study is aimed to examine the impact of management structure on the performance of 

mutual funds in Pakistan because both individual and team management have different impacts on the 

outcome.  

This study proceeds as follows. Section 2 is the literature review that presents the work of various earlier 

studies related to the topic under investigation and relate them with the above discussed decision making 

theories.  Section 3 is data set, details of all variables (dependent and independent), models and the 

methodology. Section 4 presents regression results and descriptive of overall fund performance for the period 

of 5 years. Section 5 gives discussion and conclusion.  

2. Research Methodology 

This study has included all close and open ended mutual funds, functioning in Pakistan. Fund NAVs, KSE 

100 index, and closing prices are attained from PSX website and MUFAP. In this study, KSE100 is used as 

proxy of market index for the stock market of Pakistan by following Zulfiqar et al, (2011). Current study 

includes all actively managed domestic funds with various investment objectives; however funds that do not 

provide data of at least two successive years are excluded from the sample. Of the total 634 mutual fund 

observations from the sample collected for this study, 470 observations were of multiple-manager fund and 

164 were single-manager funds.  Financial data of mutual funds is collected from fund’s annual reports  

The study examines determinants of performance of all mutual funds in Pakistan. Raw annual returns, 

Treynor and Sharpe ratio have been taken as dependent variables, and are used as the measure of 

performance. There are different views about management structure in different theories. According to 

classical decision making theory decision makers are rational, self-centered, have knowledge, and access to 

all necessary information for valid decision making (Evensky, 1997). From this viewpoint, different solutions 

of similar problem should lead to same solutions and ideal performance, whether the decisions are made by 

group or by individual managers (Arrow, 1987). So the performance of group or individual decision makers 

will remain same. Behavioral decision making theory argues that decision making teams can collect larger 
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resources than individuals (Hill, 1982) which results in a larger number of substitutes to a particular decisions 

(Shaw, 1932). It further suggests that belief system shared by all members of team is another factor that may 

help to reduce uncertainty, which results in reducing mistakes. So the literature of behavioral decision making  

 theory imply that the performance of team managed mutual funds will be significantly greater than that of a 

fund managed by an individual manager. Table 1 provides the detail measurement of study variables. The 

study expects positive relationship between team management structure and performance. Management 

structure is categorized as a multiple managers and single manager fund following Karagiannidis, (2010). 

This study used the dummy variable (DMGTS) of management team structure that takes value of 1 for team 

managed funds and 0 for individually managed funds. Other variables include log of the total assets (lnSZ) 

mutual fund possess at the end of year t, LNAGE is the logarithm of the fund age of each funds. DFC is a 

dummy variable to see the effect of financial crises of 2008 and 2009 on funds’ performance. Dtype is a 

dummy variable for open and close end funds. Dmoney is a dummy variable that is assigned the value of one 

for all money market funds and zero otherwise. Diei is the dummy variable that is assigned the value of one 

for income, equity and index funds and zero for others. Dab is the dummy variable that is assigned the value 

of one for balanced and asset allocation funds. Dislamic is a dummy variable that is assigned the value of one 

for all Islamic funds and zero for conventional funds to see if there is any difference in the performance 

between Islamic and conventional funds.  

For three performance metrics Raw Returns, Sharpe and Treynor the study estimated following three 

equations for regression 

RR = α + β1 DMGTStit+ β2 lnSZit+ β3 DFC it + β4 MgtFeeit + β5 LNAGEit+ β6 

Dtypeit + β7 Dmoneyit + β8 Dieiiit + β9 Dabit + β10 Dislamicit+ β11 Betait+ εit 

          

Sharpe= α + β1 DMGTStit+ β2 lnSZit+ β3 DFC it + β4 MgtFeeit + β5 LNAGEit+ 

β6 Dtypeit + β7 Dmoneyit + β8 Dieiiit + β9 Dabit + β10 Dislamicit+ β11 Betait+ εit

  

Treynor = α + β1 DMGTStit+ β2 lnSZit+ β3 DFC it + β4 MgtFeeit + β5 

LNAGEit+ β6 Dtypeit + β7 Dmoneyit + β8 Dieiiit + β9 Dabit + β10 Dislamicit+ β11 

Betait+ εit  

3. Empirical Results 

Table 2, provides the descriptive statistics of Pakistan mutual fund industry which shows mean and standard 

deviation of all performance statistics over the period of 2008 to 2013. The results on regression are provided 

in the table 3 which implies that DMGTS is positively and significantly related with the performance of the 

mutual funds with both raw returns and Treynor ratio which suggests that team manager funds over perform 

their counterpart single manager funds 

This result is according to the Behavioral decision making theory which implies that teams and groups 

produce superior performance both quantitatively and qualitatively when tasks are complicated and uncertain 

because they correct each other errors and share all resources and information more consistently than 

individual decision makers (Sniezek & Henry, 1989). Team members learn from each other as they belong to 

different backgrounds and cultures, they also recognize and recall information and give better feedback on 

each other performance in better way, than individuals. There are various reasons behind this result like team 

management structure provides consistency in the performance because of the stability in the management 

team structure Karagiannidis (2010). Teams can play more strategically as compared to individuals because 

teams speeds up the development by thinking from the viewpoint of others Cooper et al, (2005). Moreover, 

funds that are managed by teams brings significantly larger inflows than funds that are managed by single 

managers and are also more attractive for investors Bar et al, (2005). Results of the study are consistent with 

the results of (Hill, 1982; Cooper et al, 2005; Bar et al, 2005), as they also found that team managers are the 

better performers than individual managers. Result of study shows that DFC have a negative coefficient which 

is also significant. This indicates that financial crises had badly affected the performance of mutual funds in 

Pakistan. 
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Table: 1 Description of variables 

Symbol Definition Measurement Signs 

Dependent 

Variables 
   

  

Raw Returns Raw annual returns of funds Rit= ln (value it /value i(t-1)) 
 

 

Treynor 
Risk adjusted performance of fund over per 

unit of systematic risk 
 T = (Rp – Rf)/βp 
  

Sharpe 
Excess return per unit of total risk for a 

portfolio, not simply systematic risk 
S = (Rp –Rf)/αp 
  

Independent 

Variables 
   

  
 

DMGTS Management Structure Dummy of management structure (team=1, single=0) + 

lnSZ Size of Fund Natural Log of assets  +/- 

MgtFee Management fee 
percentage which is charged by the management 

company at the end of year  + 

Dtype Mutual fund type Dummy of mutual fund type (Open end =1, Close end=0)  + 

Dmoney 
Mutual funds with investment objective 

Money or Cash 

Dummy for mutual fund type by its investment objective 

(Cash=1, other=0) +/- 

Diei 
Funds with investment objectives Income 

equity and index funds 

Dummy variable for (income, equity and index funds =1, 

Others =0)  +/- 

LNAGE Age of  fund 
Natural log of the number. of years from commencement 

of fund  + 

Dab 
Funds with investment objectives of Asset 

Allocation and Balanced funds 

 

Dummy variable for (income, equity and index funds =1, 

Others =0) +/- 

DFC 

 

Financial crisis as dummy variable 

 

Dummy variable for financial crises (2008 & 2009 =1, 

Others =0) 

 - 

Dislamic 

 

Dummy for Islamic Mutual funds 

 
Dummy variable for Islamic funds= 1&Others =0 

+ 

Beta Beta (Systematic risk of fund) 
 

- 
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Table: 2    Descriptive Statistics of Mutual Funds 

  Sharpe Treynor Return 

DMGT

ST 

(Team) 

DMG

TST 

(Indvi

dual) 

AGE T. Assets Beta OPEXP 

2008 

Averages 
-7.87 27.15 -0.29 

-0.288 -0.33 
3.65 2078.56 0.51 0.04 

 S.D 5.17 119.56 0.18 0.18 0.20 4.50 1719.60 0.40 0.07 

2009 

Averages 
-1.47 -6.44 -0.09 

-0.09 -0.09 
3.48 2062.98 0.34 0.03 

 S.D 1.33 30.79 0.21 0.23 0.16 3.71 6521.65 0.42 0.04 

2010 

Averages 
-3.27 -13.37 -0.12 

-0.095 -0.20 
4.23 1326.47 0.32 0.05 

 S.D 5.32 150.94 0.31 0.31 0.28 4.02 1466.60 0.37 0.06 

2011 

Averages 
-4.22 8.76 0.01 

0.03 -0.03 
4.9 2218.96 0.32 0.03 

 S.D 29.01 133.53 0.14 0.13 0.17 5.68 4657.60 0.60 0.08 

2012 

Averages 
-2.65 0.37 0.03 

0.03 0.02 
5.42 1501.55 0.30 0.03 

S.D 6.45 12.81 0.15 0.16 0.09 4.09 1901.92 0.40 0.03 

2013 

Averages 
-13.26 -7.54 0.07 

0.14 -0.10 
6.56 2823.98 0.19 0.03 

S.D 11.92 139.30 0.49 0.18 0.89 5.74 5793.72 0.41 0.03 

  

Investme

nts 
Total EQ 

NAV 

per unit 

Total 

Income 

MGM

TFEE 
PBT ROE ROA ROI 

2008 

Averages 
1282.53 1982.45 96.75 149.25 0.027 135.22 6.99 7.21 24.44 

 S.D 1419.10 1614.08 146.33 237.96 0.041 272.31 25.57 25.31 80.97 

2009 

Averages 
945.05 1269.5 83.73 -107.02 0.021 -120.17 -11.45 -11.61 -0.13 

 S.D 1162.08 1358.21 112.31 453.32 0.009 445.16 37.33 36.71 83.77 

2010 

Averages 
999.29 1409.19 79.31 206.43 0.021 129.20 11.05 12.83 17.62 

 S.D 1012.47 1528.83 102.01 233.63 0.013 166.17 12.43 21.41 24.13 

2011 

Averages 
1766.20 2534.73 81.85 263.69 0.017 235.22 8.86 9.37 24.89 

 S.D 4174.74 5913.89 104.97 435.30 0.009 579.26 21.21 22.09 137.97 

2012 

Averages 
1165.49 1733.68 84.78 183.14 0.018 146.67 9.93 9.85 19.31 

S.D 1474.94 3090.62 106.28 226.94 0.011 210.72 10.40 9.23 65.81 

2013 

Averages 
2167.58 2751.06 88.12 433.63 0.017 320.04 17.12 17.13 22.49 

S.D 5050.90 5489.56 107.30 872.94 0.012 470.15 13.75 14.37 14.69 
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Table: 3 Regression Results based on Raw Returns 

Variable 

Raw Return 

(1) 

Treynor 

(2) 

Sharpe 

(3) 

Coefficient P-Value Coefficient P-Value Coefficient P-Value 

C -0.2055 0.0639 5.0325 0.4579 0.6131 0.7879 

DMGTST 0.0455** 0.028 2.6607** 0.0413 -0.6061 0.1702 

LNSZ 0.0076 0.3599 -0.2485 0.6305 -0.4166** 0.0187 

BETA 0.0138 0.5014 2.1174* 0.0944 1.2648*** 0.0032 

MGMTFEE -1.1242* 0.0505 12.5051 0.7273 -1.5957 0.8944 

LNAGE 0.0485*** 0.0005 -1.2322 0.1489 0.5615** 0.0473 

DTYPE -0.0222 0.6295 -1.4761 0.6028 -0.8606 0.3672 

DFC -0.2181*** 0 -4.4894*** 0.0034 -1.2936*** 0.0079 

DMONEY 0.0513 0.5501 0.3877 0.9405 -3.5772 0.0414 

DIEI 0.128 0.1071 0.8002 0.8662 0.0743 0.9628 

DAB 0.1354* 0.093 -1.4423 0.7646 -0.3711 0.8186 

DISLAMIC 0.0263 0.237 -0.803 0.5674 0.078 0.8682 

Adjusted R-squared 0.2465 0.0282 0.1674 

***Significant at 1%; ** Significant at 5%; *Significant at 10 % 

As expected, results showed inverse relation between performance and fund size. This relation is also 

significant which reveals that with the increase in fund size fund performance decrease. As the fund size 

increases, tasks like sock picking, and managing will become more complex and lead to diseconomies of scale 

like higher hierarchy costs. Company would have to hire more managers to handle more extensive tasks that 

will add up the hierarchy costs and management fees, which decrease performance. Small funds perform 

better because they have to rely only on performance to attract investor while large funds are better at 

marketing. When a fund is small in size with minute reputation, the manager works hard to show better 

performance to attract more investors. But with the increase in fund size due to better past performance, fund 

managers for numerous reasons may lock in their fund size for various incentives and do not care about 

returns, that creates agency problems which decrease performance. This result is consistent with (Pozen, 

1998; Grinblatt & Titman, 1989; Chen et al, 2004) as they also found strong proof that fund size corrodes 

performance. Smallest funds perform better than larger funds and fund size is negatively related to the 

performance of funds.  

A positive relation between Beta and fund performance was expected and results are according to the 

expectations that show positive relation between performance and beta and it is also significant which reveals 

that higher risk is associated with greater possibility of higher return and lower risk with a greater possibility 

of smaller returns like Capital Asset Pricing Model (CAPM) predicts a linear relation among the estimated 

excess return of a portfolio and its market beta. This result is consistent with studies of (Fisher & Hall, 1969; 

Frumkin & Vandergrift, 2009; Ludvigson & Ng, 2007; Lettau & Ludvigson, 2010) as they all found a 

strongly significant and positive correlation between risk and return. 
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4. Conclusion 

This study has examined the impact of management structure on the performance of mutual funds as both 

individual and team management have different impacts on the outcomes. In management structure having 

single manager running whole fund, only individual manager has to select all securities for portfolio and he is 

the only person responsible for fund performance. Whereas in team management structure all team managers 

scan their environment continuously for new information and select securities by negotiating with each other 

with general consensus. The key difference between these two management structures is in the design of final 

decision for investments which leads to inferior or superior risk adjusted performance of mutual funds. 

Team manager funds are over performing their counterpart single manager funds. This result supports the 

Behavioral decision making theory which states that teams produce superior performance both quantitatively 

and qualitatively as they correct each other errors and share all resources and information more consistently 

than individual decision makers. Teams can play more strategically as compared to individuals because team 

speeds up the development by thinking from the viewpoint of others. Moreover funds that are managed by 

team of managers practice considerably superior inflows than funds that are managed by single managers and 

are more attractive for investors. 

The findings further imply that older and more mature funds are found to perform better than younger funds 

because younger funds suffer more as they are less experienced so they face higher costs while, older funds 

are more experienced and well known by investors so they perform better due to economies of scale. 

Moreover, financial crises affected the performance of mutual funds in Pakistan that cause decline in fund 

returns. Furthermore, with the increase in size of fund with increase in its assets fund performance decreases 

because with the increase in fund size, tasks become more complex that lead to diseconomies of scale like 

higher hierarchy costs so smaller funds outperform larger funds.  

These findings have great importance for regulators, managers and individual investor. Given the higher cash 

inflows into team managed funds, this has been a reasonable choice for investment management companies to 

employ team management structure for most of their funds especially for the funds with larger sizes. 

Moreover, by conveying the benefits of team management structure this study would help fund managers to 

eliminate flaws and negative aspects like group shift effect in team decision making processes while selecting 

securities.  

Funds with team management structure also provide more benefit to investors as adapting team management 

structure would not only increase fund performance but also help in reducing their costs, management fees, as 

team of managers manage their portfolios through shared resources like information, knowledge, diversified 

skills and mutual cooperation, in a way that reduces risks and increase returns. So investors should prefer to 

invest in team managed mutual funds rather funds that are being managed by single manager. This study will 

help regulators in initiating financial reforms that encourage team managed mutual funds over mutual funds 

that are managed by individual managers. 

Research can explore the impact of different management structures on performance of mutual funds in 

SARRC countries. Secondly, as there could be many difference in fund managers decision making behaviors 

according to their different personality attributes following various beliefs, culture, history, demographics and 

religions so it is desirable to conduct a comparative analysis between developed and developing countries to 

find out which management structure leads fund to perform better in these countries. As Hofsteed (2011) 

proposed that developed countries are more inclined towards individualism while in developing collectivism 

is preferred so it will be interesting to explore whether developing or developed countries vary in their fund 

management structures. Differences in fund management structures and their performances between different 

regions of Asia and Europe could also be another area that could be explored. 
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