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Globally, banking sector perfov(ﬁ%‘nas experienced significant growth in terms of earnings,
size and resilience between 2008yand 2022. Total assets reached over $124 trillion, while
return on assets (ROA) stood.at 6.9%. Hence this study aim to evaluate the effect of corporate
governance and innovati ability on performance of selected deposit money banks in
Lagos State, Nigenia. pecific objectives are to; determine the effects of corporate
governance dimepsi on performance of selected deposit money banks in Lagos State,
Nigeria; evalua effect of innovation capability dimension on performance of selected
deposit m ks in Lagos State, Nigeria; and assess the combine effect of corporate
governange ahd innovation capability on performance of selected deposit money banks in
Lag Nigeria. This study adopts a quantitative research method, employing a cross-
sectional/survey research design. The population consists of one thousand, two hundred and
twenty-eight (1,228) employees of selected deposit money banks headquarters in Lagos State,
and three hundred and six (306) sample size. The administered questionnaires represent a
79.1% response rate. The result of hypothesis one showed that corporate governance have
positive but weak statistical significant relationship with finance performance of DMBs (R =
0.205, P<0.05), hypothesis two revealed that innovation capability has positive but weak
statistically significant relationship with financial performance of DMBs (R= 0.287, p<0.05),
and hypothesis three revealed that corporate governance and innovation capability have
positive but weak statistically significant relationship with the performance of DMBS (R =
0.313, p<0.05). This study concludes that corporate governance and innovation capability
have significant effects on the performance of selected deposit money banks in Lagos State.




This study recommends that corporate parent of the selected deposit money banks should pay
attention to corporate governance activities to ensure that it helps improve performance for
the DMBs under investigation.
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Chapter One
Introduction
1.1 Background to the Study

Financial institutions mediate between households in excess, who have sut@\cubrllds to
save, and households in deficit, who lack the funds to invest. Se r. %nents have
been provided to support the claim that banks play a crucial fole'&m\am‘[aining a healthy
economy and society, suggesting that the success of the ba@industry in any economy
is of importance to many parties beyond just shareh@s. Stable financial performance
from the banking sector is crucial to serving“the ‘néeds of these stakeholders, however

considering the poor financial perfi ‘r@s, operational inefficiency of banking
oiﬁ%

technologies, liquidation, merger, é%' ight revocation of licences of many DMBs by
the Central Bank of Nigeria\thi) d calls into question the role of governance structure

and innovation capabilit&f %he DMBs in Nigeria over the years.

Globally, banki@% performance has experienced significant growth in terms of
earnings, i d resilience between 2008 and 2022.Total assets reached over $124
trillio%w ile return on assets (ROA) stood at 0.9 percent!. Similarly, tier 1 capital ratio
as ayproportion of assets rose to 6.7 percent, significantly higher than in 2008. However,
the recovery since the financial crisis has not been uniform across regions!?. Global
banking sector outlook suggests that US banks, compared to their European, Asia-Pacific,
South America and the Middle East and Africa (MEA) counterparts, are ahead on
multiple measures. Aggressive policy interventions and forceful regulations helped propel

US banks to health more quickly?. And more recently, favourable GDP growth, tax cuts,
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and rising rates have further bolstered the state of the industry. Total assets in the United
States reached a peak of $17.5 trillion. Capital levels are up as well, with average tier 1
capital ratio standing at 13.14 percent®>. Return on equity (ROE) for the industry is at a
post-crisis high of 11.83 percent. Efficiency ratios also are at their best. Similarly, on
other metrics, such as nonperforming loans and number of failed institutions, the US

banking industry is robust?.

The same cannot be said of the banking industry in other regions. For ;i% in Europe,

Structural deficiencies, overcapacity, low/negative interest rates, and the absence of a pan
European banking regulatory agency have all likely con@e .10 European banks
experiencing persistent profitability challenges. Mag&%}opean banks have become
smaller, retrenching from international marke%@ntmg former profitable businesses.
Consider the fact that profits of the top fw,@ropean banks dropped from $60 billion in
2007 to $17.5 billion in 2017 Q)yever, European banks are showing some

improvement. Return on Equi E )for Western European banks in the top 1,000

world banks grew to 8.6 pewn 2017, compared with 5.5 percent in 20163,

In the Asia Pagi @QAC) region, the growth of Chinese banks has been the most
stunning e@men‘[ in the last 10 years (2008-2018). The Chinese banking industry has
surpass‘e%t of the European Union (EU) in terms of size*. The world’s four largest
@in 2018 are Chinese; in 2007, none of the top 10 banks in the world were Chinese
and they are also doing well in terms of profitability*. However, the concern with
economic growth and the tariff war with the United States are already affecting prospects.
Meanwhile, Japanese banks, which escaped the financial crisis, have long suffered the
effects of slow domestic growth and low/negative interest rates. Despite this overall

optimistic picture for the global banking industry, uncertainties loom on the horizon. Real
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GDP growth forecasts from the International Monetary Fund (IMF) point to a

deceleration in all regions, including China and Emerging Asia®.

Africa has emerged as the world’s second banking market in terms of growth and
profitability, according to a study by management consulting firm McKinsey and
Company in 2018%. Low banking penetration and income levels, as well as economies
that are largely cash-based and viewed as a high credit risk, have long beer&dered
major obstacles to the development of the continent’s banking se t'o& wever, that
growth is by no means evenly spread, either geographically or amon:t_g,l%)me groups®.
%'\

Only five countries such as: South Africa, Nigeria, Egypt, .&%} a and Morocco currently
accounting for 68 percent of Africa’s total banking .r@@ue. And about 60 percent of the
total retail revenue growth of nearly $18 billi@ected over the next five years will be
concentrated in South Africa, Egypt, Qgéu%\/lorocco and Ghana. In all of this PWC

report pointed out that the performanee of Banks in Africa, is affected by factors such as,
banks characteristic, com titi%(bednvironment, political factors, economic indicators,
regulation and legal ¢ ire}lment, country risk were major issues surrounding the
performance of @%frica? Stressing that the issues surrounding the performance of
commercial @s is critical not only to the management of these commercial banks but
also to‘$ stakeholders and interest groups such as the country‘s Central Bank, the

g@ument as a whole, the bankers association as well as other financial authorities in

the region®.

In Nigeria the ripple effect of the slow economic growth, subsidy removal and Federal
government and the CBN policies inconsistencies have created tougher times for many

Nigerian business including banks and this has negatively affected the performance of the
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banking sector in the country. For example Between “2014-2022” the sector have
experienced about five bank going under (Union bank, Skye bank, Diamond Bank,
Oceanic bank, Intercontinental bank, Mainstreet banks) which led to a further merger and

acquisition®%7,

In addition, proshare economy report stressed that Deposit money banks (DMBs)
continue to grapple with significant Non-Performing Loans (NPLs), regulaf?&bi%rdles
and unstable economic environment *. The huge non-performing 1 :?ux olios have
eroded the ability of banks to effectively and efficiently function as“eredit institutions.
Empirical evidence suggested that nonperforming loans hf%ﬁ% d :rse effects on firm

growth, bank profitability, efficiency, and often lead to @ailures?

\

More so, data from the National Bureau of @ics, revealed that the value of Non-
Performing Loans (NPLs) in the thir « &% of 2018, Q3°18, increased by NGN400
billion or 21% to NGN2.3 trillion from NGNI1.9 trillion in the second quarter of same

year®. This corroborates th@recen‘[ report of global rating agency, Moody’s which

warned that losses to lyoans remain high in Nigeria’s banking industry with the

potential negatiq)@e%ences for bank performance®.

Majorit % 1ssues identified above especially that of NPL, bank failures with respect
to i @ity thresholds and slow growth have been attributed to the inability of the bank
operators to conduct comprehensive risk management for loan applications, engaging in
unethical practices which cloud due process (fairness and transparency) in the
administration of banking financial activities in loan application, board structure
irregularities, and inability to a deploying innovation capability that guaranty seamless

banking operation physically and virtually®.
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To address these issues in the Nigeria’s banking sector for the better, both the industry
regulator and banking experts suggested that the banks governance structure and
innovation capability can be used as a strategy to address the many challenges. This is
because code of corporate governance put the overall management of the banking
activities at the foot-step of the leadership structure thereby ensuring compliance to the
code of best practice while innovation capability will ensure that creative meanx&lrough
which banks can satisfy their stakeholders is implemented and enforc.ed ht%hatically.
More so, the complementary role of corporate governance and ‘(@li n capability
should ensure a comprehensive risk assessment of ﬁnancial@iﬁes and operational
compliance following ethical practice, ensuring trans@% and establish a board
structure that can deliver sound banking service a@imise shareholders wealth. The

new naira redesign policy of the Apex ban the behaviour of DMBs in Nigeria

suggest that issues of corporate govern@ﬁd innovation need to be revisited!°.

It is widely acknowledged that orporate governance culture and sound innovation
capability framework institﬁ&? via the board of directors is essential to sustain and
promote the interes@e}lolders and hence position the banking sector into a vibrant
financial syst% enhance growth and economic prosperity for Nigerians'!. Scholarly
work b%@en done to substantiate the functional relationship between corporate

ce and innovation capability on organisational performance in divers
sectors!>!1314 Likewise empirical submission have been made about corporate governance
and innovation capability relevance for business survival and sustainability however
scholars have recommended the need for more studies on the performance effect of
corporate governance and innovation capability in the banking sector especially after the

disruptions caused by the rampaging COVID-19 pandemic, the new naira design policy
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of the CBN, and subsidy removal. It is important to stress that the sector is battling with
problems ranging from inefficient service delivery, people’s distrust for the banking
sector, rising bad loans, and the customers’ inability to access their savings from banks
makes it difficult for the average Nigerian citizen. It is in view of this discussion that this
study intends to examine the effect of corporate governance and innovation capability on

the performance of selected banks in Lagos State, Nigeria'. . \cb'

1.2 Statement of the Problem ° Qg)

Evidence from the total asset base of the banks revealed that lﬁgﬁowth was observed
to be on a continuous decline across Wema, FCMB, Pola&&}d Fidelity banks!®!7. The
financial report of Wema bank revealed a dip iﬁ»Q %)assets from N330.87bn to a
borrowing position of N385.38bn (2017), i@ng a backward growth of the bank.
Similar scenario was observed in FCME ,%e a fluctuating trend was observed from
N1,314.80bn to a negative position ;@,293.70bn (2015) and then a slight improvement
to N1,316.30bn (2020). Thi po%(gdl is an aberration and a hug contrast from the trend in
Zenith Bank plc that ha vgitnessed a healthy consistent growth of the firm from a
N3,143.13bn to@@%n (2017)'8. This decline could possibly be attributed to the
stiff com e@g existing among the banks, however it is further aggravated by the

perceivedNack of transparency of the board members of the affected deposit money banks.

Q
&Ve year annual reports of Wema bank and First City Monument Bank (FCMB),
revealed a worrisome downward trend of profitability from 2013 to 2017. In the case of
FCMB, the bank recorded N6.03m in 2013, N5.59m (2014), N2.52m (2015) and although
a marginal increase was recorded in 2016 (N3.73m), a further drop to N1.52m was

observed in 2017. Similar trend was observed in Wema bank as profitability fluctuated
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across the years from N1.59m (2013), N2.37m (2014), -N2.27m (2015), and N2.59m
(2016) to a major loss position in N2.3m (2017). This declining trend in profitability has
been perceived to be arising from corporate government dimensions (ethical practice, risk
management and transparency) and challenges in deploying an effective innovation

capability!’.

According to Scholars, it has become a common phenomenon in Nigerian ban&'xtend

loans and advances to family relations, friends and directors witho:gl 'dg&ocess”’l&”.

This clearly violates the required internal control protocols, risk management practices
. \e |

and fairness, and has led to bad debts caused by inad@@ ecovery procedures.

N

Consequently, these banks have remained incapac.itag&&l their ability to recover the
loans and advances extended to these categ(%> \takeholders ultimately leading to
banking distress and negatively affectir.lg)@{ profitability. Moreover, the recent new
naira design implementation and e fo@kt of the CBN showed that DMB innovation
capability in terms of electroni&)‘&ng App and other financial technologies did not

leave up to expectation. This led to a lot of frustration and anguish for small business and

"
citizen socioeconomi@%& eing?’,

Several sch(%@have focused on different aspects of corporate governance practices and
innovation_capability and their influence on performance in different sectors in both
ped and developing countries employing majorly quantitative methods, cross-
sectional survey, and expo-facto design?’2!?2. However, these studies have not focused on
how corporate governance (risk management, ethical practice, & transparency) and
innovation capability (management, product, & process) affects the performance of
deposit money banks even as scholars suggested that the gap be filled>*»?*. Bearing in

mind the gaps identified above in existing literature and problems acknowledged
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concerning the DMBs in Nigeria, this study intends to evaluate the effect of corporate

governance and innovation capability on performance of DMBs in Lagos State, Nigeria.
1.3 Aim and Objectives of the Study

The aim of this study is to evaluate the effect of corporate governance (risk management,
ethical practice, & transparency) and innovation capability (management, prQ%l'lct, &

process) on performance of selected deposit money banks in Lagos State @Seria. The

specific objectives are to: A%\QO

1. determine the effects of corporate governance diméu@%n performance of
selected deposit money banks in Lagos State, N.igx%&

2. evaluate the effect of innovation capabilit%@sion on performance of selected
deposit money banks in Lagos State: Ni@a.

3. assess the combine effect of c@e governance and innovation capability on

performance of selected depaSitmoney banks in Lagos State, Nigeria.

l.4 Research esgls
{Q)

The fon%g research questions will be answered by this study:

Q

1. In what way does corporate governance dimensions affect the performance of
selected deposit money banks in Lagos State, Nigeria?

2. How can innovation capability dimensions affect profitability of selected deposit
money banks in Lagos State, Nigeria?

3. What is the effect of corporate governance and innovation capability on

performance of selected deposit money banks in Lagos State, Nigeria?

17



1.5 Hypotheses
The following hypotheses will guide this study;

Hol. Corporate governance dimensions have no significant effect on performance of

selected deposit money banks in Lagos State, Nigeria.

Ho2. Innovation capability dimensions have no significant effect on per e of

selected deposit money banks in Lagos State, Nigeria. @

Ho3. Corporate governance and innovation capability have no @L&gniﬁcant effect on

performance of selected deposit money banks in La@ate, Nigeria.

The study will be particularly s1gnb®nt to the following stakeholders (bank leadership,

government, academia, and@) when completed:

This study will pr V@trateglc information to the bank leadership on how well

1.6 Significance of the Study

corporate gox& and internal control can enhance the maximization of shareholders
wealthw%gically, it will show how corporate governance dimensions: risk
ent, transparency and ethical practice and innovation capability with respect to

product, management, and process innovation can enhance banks performance.

Furthermore, to the body of knowledge, this study, intends to address some gaps in the
existing literature on corporate governance, innovation capability, and bank performance.
More specifically, it will test the conceptual model that evaluate the effect of corporate

governance and innovation capability on the performance of DMBs in Lagos State,
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Nigeria. Thus, contributing to recent research in this regard. It would serve as reference
material for students to learn and will create the platform for further studies in the field of

accounting and management.

The society will become a better place if these banks focus on the improvement of
performance through careful and devoted efforts towards the employment of effective

risk management, transparency, ethical practice and innovate it management, @ and

product as tools for proper improvement of performance. ; \

1.7 Scope of the Study ‘\%.\

This study intends to ascertain the effect of corporat&@semance dimensions (ethical
practice, risk management and transparency) d@l’ova‘uon capability (management,
process, and product) on performance meas (profitability and firm growth) of selected
DMBs in Lagos State, Nigeria. The @will cover one thousand, two hundred and
twenty-eight (1228) employees ¢ selected deposit money banks in Lagos State
(Zenith Bank, Guaranty Truxe)nk First Bank of Nigeria, United Bank of Africa, Access

Bank, Fidelity Bank, @Bank First City Monument Bank and Polaris Bank).

The choice o o(ncfl'lcting this research in Lagos State is because all the selected banks
have th‘e%kad office in Lagos State. In addition, Lagos State is considered the hub of
l@% activities in Nigeria because the city alone accounted for 50% of banking
activities in Nigeria?*. The study will adopt a cross-sectional survey design and sample
size of 669 Banks employees at the top and middle management level adopting Krejcie

and Morgan formula for sample size determination for a known population.

1.8 Limitation of the Study

19



The scope of this research is restricted to the DMBs in Lagos State, Nigeria. Due to the
study's cross-sectional research design nature, it is impossible to draw any conclusions
about the long-term effects of corporate governance and innovation capability on DMBs
performance. The questionnaire employed has some limitations as instrument of data
collection. The low response rate, the fact that some people filled out the questionnaire
without reading it, and the presumption that the data they provided will sbecutilized
negatively are all weaknesses. The researcher makes sure that the ques '@e items
were written in clear, unambiguous English to combat these issué%xb ost response
rates. The researcher also ensures the respondents' anonymi d"confidentiality, and
obtains approval from respective DMBs official all of %’@&ncreased the researcher's
accessibility to the respondents. Despite these li. %tons, this research does present
important conceptual, empirical, theoreti&and practical implications to the
management of DMBs in Lagos Stateq.)igééa

1.9 Operational Definition of Te@
Corporate Governance: 1§ is the procedures, customs, policies, regulations and

'\
institutions that reg@ganisaﬁons and corporations in the manner in which they

operate, manw‘cﬂ regulate their activities.

Ethical ctice: refers to as a systematic rules or principles governing right conduct

\@ the organisation.

Firm Growth: This is increasing measure in certain organizational success criteria often
achieved by boosting business top ranking or revenues, with higher product or service

revenues, or by increasing the profit margin.
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Innovation Capability: This refers to the capability to continually transform ideas and
knowledge into new processes, products and systems of the organization into utilities for

customers

Process Innovation: This described as improving or changing current procedures and
techniques used in the bank to deliver financial service.

Product Innovation: This refers to the introduction of products by banks @ﬁs new or

significantly improved with respect to its characteristics or intended,%\

. N .
Management Innovation: This can be referred to new ways @an be organized and

accomplished within an organization to encourage and&@?,&te competitive advantage; it

can either be a new product, a new service, @nology, or a new administrative

practice. . @

Performance: is the actual results& organization as measured against its intended
output. \)Q)cb'

Profitability: This is Ogree to which the organization is able to record profit or

financial gain fr@&ac 1vities over time.

WV

Risk M%ement: is defined as the identification, assessment, and prioritization of risks

p@@g to the organization and its stakeholders.

Transparency: refers to public insights into important and accurate financial and

operational information.
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Chapter Two
Literature Review

This chapter provides a detailed explanation of the concepts used in t%&?y, the
theories and the empirical findings of past research works. The ch. t. %ssiﬁed into
three main sections, namely; conceptual, empirical, and the.or)e\f‘gl,geview of literature.
This becomes necessary as it helps the researcher understa@ﬂ examine what has been

done in existing studies given the variables under stﬂc@%

2.1 Conceptual Studies Q

This section focused on the deﬁnit% racteristics, advantages and disadvantages and
other aspects of the concepts ur%h‘tudy by different authors and scholars in the field of

organisational performzi§n( ofitability and firm growth,) and corporate governance
'\

dimensions (ris @

capability (maQ ent, product, & process).
2.1.1 ﬁnance

Organizations perform various activities to accomplish their objectives. These repeatable

ent, ethical practice and transparency) and innovation

activities and outcomes must be quantified in order to ascertain the level of performance
and for management to make informed decisions on where, if needed, within the
processes to initiate actions to improve performance. The drive to quantify these inputs

and outputs is term performance!. On the other hand, the concept of performance though
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widely applied in almost all spheres of the human activity has no consensually agreed
meaning due to its pervasiveness. Sseveral other authors looked at performance from
different angles®’. A number of researchers maintained that organizational performance
is a multidimensional phenomenon. Notwithstanding, many scholars focuses on sections
of organizational performance that deals with goals and resources. Also, the researchers
were unanimous that performance is the ability of an organization to achieve ttbgoals,

O
objectives and shared purposes®. . Qh}
%

Performance is an outcome of plans carried out by managers and workers and also a
. x |
broad concept and its meaning changes in accordance with L%e& perspective and needs>.
Managers must do greater than comparatively set ob.]'eaf%, they must generally monitor
operations to maintain feasibility and give g@ win failing operations back on
track. Tools for this kind of manageme@clude budgeting, determining intelligent
management strategies, scrutinis a@w‘[ require improvement and determining
potential areas for collaboratio&) t means performance is the act of carrying into

execution an action, achievemtnt or accomplishment using tools such as budgeting,

0’
determining intelligegn@gement strategies®.

Generally t]%{gﬁnition of performance has had a nonlinear evolution over time, existing
some s;%?:ant conceptual gaps. Performance is related to an organization’s ability to
@set goals by using resources in an efficient and effective manner with the view of
making profit at customers’ satisfaction and meeting stakeholders obligations as at when
due’. Performance is a fairly broad concept, and it’s meaning changes in accordance with
user’s perspective and needs’. The concept of performance is as well seen as a capability
to evaluate the standard and success of a company be it big or small®. Performance is a

dynamic concept and is the indicator of financial and non-financial factors which help to
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identify on which level of objectives and results are achieved. It is also the result of

modified successful management practice’.

Similarly, earlier scholars provided varying definitions of the concept. Performance is a
set of processes for establishing shared understanding about what is to be achieved and
managing and developing people in a way which increases the probability that will be
achieved in the short and long term!®. Performance is an indicator that helps@?ﬂuate
and measure how an organization succeeds in realizing business Bj&%s to all its
stakeholders'!. Performance is argued to be a concept that explains the‘extent to which an
organization achieves objectives'?. Recent conceptuali@ﬁ .} the concept of
performance has not deferred much. Performance, isq&f the major indicators that
explain the level of development of any org@m\ and the challenges of the global
business environment have re-echoed the @for corporate organisations to have more
concerns about the success of busi esQ'yns”. But an underlining take away from their
definitions is that performance @%of the most important dependent variable in both
finance and managementMature. Another inferences from their study is that
performance shost}Q . s have been performing overtime. Likewise, performance

compares actlga‘c;bﬁut or results of an organization measured against its intended output

or objeeti -

z@ding to studies, performance encompasses three specific areas of firms’ outcomes:
(1) financial performance involving profits, return on assets, return on investment; (2)
product market performance (sales, market share); Market performance being the
behaviour of a product and (3) shareholders’ return (total shareholders’ return, value
added) and Stock market performance. Although, other scholars grouped performance

measures into individual and organizational evaluations®.
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As earlier reiterated, Performance is the ultimate dependent variable of interest for
scholars of management who seek to identify variables that produce variation in
performance. In light of this, scholars conceptualized and measured performance
differently and draws different expectations from employees, shareholders, investors and
the general public. Also, performance is one of the four different performance dimensions
- (innovative performance, production performance, market performance and figancial

performance) employed in literatures to represent firms’ performance!®. Qh}

D
There are a wide variety of performance measures in an organizatiolnp%h as operational
performance, which refers to the completion of operationa%e \?vithin diverse value
chain undertakings that may result to succeeding; com erformance pointers, such as
growth in market share, product quality, or K‘a\sg%\ng effectiveness, measure separate
magnitudes of operational performance, @g together organizational performances,
explain the economic outcomes rs&@_g}rom the interplay among an organization’s

attributes, actions, and env@

organizations because therw many parameters a company may use to measure its

t. This means different things to different

growth and how well does relative to the goal it has set for itself. Past research has

used many ar@lﬁs to measure organizational performance'®. One of the classical
ﬁnancia%gres of performance is the return on assets (ROA), return on equity'”.

Q

@measures are return on investment (ROI), revenue growth, stock price, liquidity and
operational efficiency. Aside the used of financial measures, which was argued to be for
decision making by scholars, other measures of performance relate to customers
satisfaction, operations and relationship with community and stakeholders. However,
some organizations measure performance with parameters such as assets, business

expansion, number of employees, profitability, among others. What this means is that

28



both quantitative and qualitative input parameters are incorporated in an optimal way in

the performance evaluation models!”.

The advantages of measuring performance are apparent in the literature. Notably,
performance measurement provides satisfying insights for conducting yearly reviews of
managers and employees and is also important for understanding how a company is
performing compared with its competitors'®. Secondly, performance helps q@ément
determine how effectively the organization is handling its resource ‘5@9 functions
such as strategic objectives, organisational structure, trade e‘r%ance measures,
. °
allocation of basic material and processes, values, culture%&séhg iding principles and
reward structure are evaluated and assess in_p g}ance studies or analysis.
Performance functions in a way that all busin&%@a\nd function can be measured in a
whole and a high performing organization @s the difference between a great job and a

depressing business. Also, perfor%aQe_)\sﬁows an outcome of plans carried out by

managers and workers>. Q()bd

The core disadvantages0 gerformance stems first from the fact that in the absence of
any operationa e@%n of performance upon which the majority of the relevant
scholars a r%@ere would naturally be different interpretations and inferences opined by
various people according to their own perceptions!. In addition, elements that an author
f@ that can affect performance will also differs. Performance management is a source
of dissatisfaction at many organisations'®. For example, large shares of respondents to a
recent McKinsey Global Survey on the topic say their organisations’ current systems and
practices have no effect on company performance, but the appraisals nonetheless,
potently could lead to loss of self-esteem of employees, resignation, demotivation,

increase in legal risk and biases?’.
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Above all it seems pertinent to the researcher to agree that performance will involve some
form of returns to investors, expansion and growth, where growth is defined as a change
in an organization’s size over time. Performance from the researchers view with a growth
element will bring about an increase in market share and other element which brings
investors’ confidence and maintains organisations lead in the market. Situating
performance with corporate governance subsumed that performance is .c%al to
corporate governance research and to firm performance as the measure xizational
performance founded on economic pointers. Research in this‘@b ilds on the
assumption that quality corporate governance structures inﬂ@se'\performance of an
organization.  Also, the conceptual sphere of orga%%\nal performance can be
quantified only by connecting this construct to th%@r construct of organization aim
and shareholders expectations. Where, accountintg.and financial returns are understood as
the chronological performance of es@@' ts that is measured through the use of
financial accounting figures as cir@ed in yearly reports. In this study a definition of
performance will therefore 6@56 both quantitative and qualitative input parameters in
an optimal way. Howe an organisational performance framework that link towards
accounting me{ur)@ms to be the most convincing and persuasive definition of
performa c@oause it establishes the concluding purpose of economic undertakings.
With &a said, performance is defined as the expectations of management and
s@olders on improvements of accounting returns such as profitability, shareholders
dividend, after allocations of resources capital, human, time, in a given period. In this
study profitability, firm growth and customer satisfaction are the performance metrics to

be considered henceforth!%-20.
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2.1.1.1 Profitability

Profitability involves the capacity to make benefits from all the business operations of an
organization?!. Profitability portrays the efficiency of the management in converting the
firm’s resources to profits. More so, profitability can be expressed either accounting
profits or economic profits and it is the main goal of a business venture*’. The goal of
most organization is profit maximization?’. There is a different between:@[ and
profitability. While Profit usually acts as the entrepreneur's reward fo H@%investment
and it is the main motivator of an entrepreneur for doing business. Profitability measures
. °
capacity. Also, while profit is the difference between revegt%e ived from sales and
total costs which includes material costs, labour and.soQ@oﬁtability shows the surplus
of profit over expense for a specified duratig@@represent earning of from various
activities?*. The profitability of a bankin.g@ution can thus be defined as net profit of
the bank. A commercial bank is r@g})}e if it has accrued more gains in financial
perspective from invested capit%j&s: the bank’s success is determined from the profits

it has made in a given ﬁnanwear%.

N
Profitability rati a@%mally used to measure earnings generated by a firm for a certain
period of tir@hased on the firm’s sales level, capital employed, assets and earnings per
share 8 . Profitability ratios are also used to measure the firm’s earning capacity and
@ered as a firm’s growth and success indicator. Profitability ratio consists of margin
profit, basic earning power, return on asset, and return on equity. Return on Assets is a
ratio showing the ability of a company in gaining net profit by using its assets to return
stockholder equity. Profitability is generally measured using accounting ratios with the
commonly used profitability ratio being ROA and ROE. ROA is a financial ratio that is

used to measure asset’s profitability. ROA determines the amount of the profit earned per
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shilling of assets. ROE that is the return on equity is the most widely used ratios. The
advantage of this ratio is that it is comparable across the company’s peer group. This
reflects the efficiency with which the bank’s managers use bank’s investment resources or
assets in generation of income that is management efficiency as they employ the
organization’s assets into the earnings. A high ROA ratio is a clear indicator a good
performance or profitability of a banking entity. Put into order words the greaterctgsult of
ROA the greater is the company’s performance?S. . Qh}\
S

There are internal and external factors that influence commercial bank’s profitability.
Internal factors are within banks control, External facto&ﬁ: zlated to legal and
economic environment and comprises of factors like &&t rates, inflation, recession,
boom, regulations, market growth and markej@@re. The internal factors reflect the
management policies of the banks and @ions made about the sources of funds,
expenses and liquidity managemen 27.®nation on bank specific factors that influence
commercial banks profitability % obtained from financial statements hence study will

emphases on bank’s size, Ml adequacy, liquidity, credit risk and efficiency in the

'\
bank’s operations. Q~®

The adva t%\,of profitability to a business are fundamental. Profitability is a one
important\precondition for any long-term survival and success of a firm. Many firms
to improve their profitability and they do spend countless hours on meetings trying
to come up with a way of reducing operating costs as well as on how to increase their
sales?®. It is profitability that attracts investors and the business is likely to survive for a
long period of time?’. Profitability also shows the association between the absolute
amount of income that indicates the capability of the bank to advance loans to its

customers and enhance its profit. In the competitive environment, profitability is a key
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factor for smooth running of the business and has a significant effect on performance of
the bank and economic development as well?. Profitability is also crucial for a banking
institution to maintain its ongoing activities and for shareholders to generate fair returns.
Profitability is one of main aspects of financial reporting for many firms*°. Profitability is
vital to the firm’s manager as well as the owners and other stakeholders that are involved

or associated to the firm since profitability gives a clear indication of\ siness
performance. . :Qh}

There are also disadvantages of profitability ratios. One, companies from different
industries cannot be compared on the basis of net profit marg.%x 1 ? gross profit margin
may not convey the story like the net profit margin. %@net profit margin, the gross
profit margin is not the final figure, if the sales@@nd administrative expenses take a
toll on the gross profit margin. Further,.(@nies can manipulate the return on assets
metric by reducing the assets on the Ql_ey}e sheet and at times, companies manipulate
return on equity by performing back of equity shares. From the above definitions
and the review of different Npts of profitability, it shows that Profitability reflects the
ratio of managemen‘[Q @\?eness based on the result of returned sold investment. Also,

when there is‘< improvement in the ratios it depicts an improvement of management

perfor Qased on this insight, profitability is the measure of the performance of an

c%m%tions corporate governance?!.

2.1.1.2 Firm Growth

Growth is the product of an internal process in the development of an enterprise and an
increase in quality and/or expansion. This growth is the variance in outcome between (at

least) two points in time. For some authors growth is a consequence®!. For the most part,
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the rivulet of literature adopts growth as the dependent variable and fundamentally has as
its major goal to illuminate capricious growth rates and/or increments of growth. Growth
is a change in size during a determined time span®’. Growth may be related to new

markets, especially in the case of technology firms, with reference to diversification®.

From the contemporary descriptions of growth, it was expressed that a growth firm is a

company growing faster than its peers or the broader economy. A firm is not é&ed as

a growth firm if revenues or other financial metrics surge for one ﬁa@Ond relax in

subsequent periods. Put succinctly, a growth firm has the ability to scai up their business
. \& N

rapidly. One consequence of this rapid growth is the firm's b%&g heet may come under

significant pressure as capital expenditures (CAPE alate in line with business

growth??, Q’Q\
2
Q)\

Although there are no hard-anct—‘@' rules of defining growth, firms generally have
increased annual revenues Mre than the industry average over a sustained period. It
goes without afﬁrmi@tﬂ the study of firm growth encompasses probing different
companies. Cer@ﬂjg,at any particular point in time, measuring the growth of “a firm”
can be acht %1 rather merely, founded on whichever the designation of the company or a
p '@ecognising organizational number. Nevertheless, the assignment of recognizing
the €xact organizational unit that increases becomes more problematic as one attempts to
trace a firm’s growth over time. For case, numerous growth studies use surveys where
there are insulated dependent variables or where companies are requested to
measure/account for their growth over a definite number of years. Growth may occur

alternatively as an integration of part of the value chain, a sort of vertical growth, or when
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a firm introduces itself within a market not related to the technology in which it works,

which would be a non-related diversification3®.

High growth firms (HGFs) are generally seen as “vital” for economic growth. They can

help disseminate innovations, shake up existing markets and increase productivity. They

are an important part of jobs growth, with estimates suggesting that almost half of all new

jobs are created by high growth firms as well as having a significant impa.@' local

economies — cities with more high growth firms tend to grow more q fc&%ﬁecause of
~

this, policymakers across the world have aimed to support the devel nt of HGFs3°.

p
. ‘ﬁ'\
There are vast differences in the growth patterns of firms: @owth, young businesses,
or “gazelles”, account for the vast majority of emp15 %t growth at incumbent firms. In
banks growth is essentially the result of expansion of demands for products or services
beginning from growth in sales. Ther T % to achieve growth. This can be through

integration with other firms. Firms iategrate through mergers, where there is a mutual

agreement, or through acqui iti(%ﬁ, where one firm purchases shares in another firm, with
or without agreement®’. %“

One advantag‘e\'nganing firm has is the impression growth signals to observers. For
many busi %ﬁ:s, growth signals success. For small businesses growth decreases the
p '@y of closing small businesses®®. It creates new opportunities, brings in more
customers and generates greater profits. Positive Firm growths are advantageous to the
society, the national economy and as well as the owners of the firm. High growth firms
are widely seen as pivotal contributors to economic prosperity, if only for the large
number of jobs that they create. According to the greatest competitive advantage of

business growth is the ability to capitalise on the economies of scale. An increase in

35



production output, can bring down costs per unit and achieve savings across. Furthermore,
expansion can also give an impression of greater financial viability of the business.
Financial institutions often see larger businesses as more credible and stable than their
smaller competitors. One other advantages of growth are the diversifying into new
markets, products and services means that if one part of your business is exposed to

market changes, you can rely on other income streams?’. . \cb'

The downside of firm growth is that it can be affected by a lot of fact r's\\Qgh&has led to
the disappearance of high-growth firms. Growth can be a disruptiV;%tor. For instance,
larger businesses tend to be more complex than smaller busi%‘és .21 these complexities
can set the business up for difficulties. Some of the (@%ﬂ disadvantages of business
growth are shortage of cash, compromised quali loss of control, increased capital
requirements — and increased staff turn%% In other words, as a business grows,
delegation because a must and the ng,)ion and expertise of people handling these
delegated tasks may not be asceftaui*’. Also, the business will require large workforce,
more facilities or equipmenty/and more investment, etc. Therefore, companies that
experience an early 6®?fering incline to have sophisticated burdens sited upon firm
growth so as go\gﬁd profit to their fresh proprietors. While this might seem to chiefly be

peﬂinen@ieﬁnite kind of growth-oriented firm, fresh and lesser companies similarly

g@ve some discrepancy in their readiness to grow*!.

This imply that there is no firm growth without an increase in factors that sustainably
leads to more increased in a firm scale of operations and revenue. Increased can be
measured in rise of scale and income. Therefore, knowing that growth is an important
phenomenon in Nigerian banks performance and the survival of organizations essentially

depends on their power to grow their organization and market in the midst of
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competitors*2. It then means that firm growth establishes one of the fundamental subjects
of corporate governance research and thus it is justifiable a variable to be included

because of corporate governance in an organization.
2.1.1.3 Customer Satisfaction

A scholar stated that CS is the emotional and psychological result of indiv%al
customer experiences. In the same vein, a scholar considered CS as the@%}tant
effect of evaluating the cost-benefit derived from buying and ca@n a firm's
product. Customer satisfaction as the customer's fulfilment I‘?S@G?\It is a judgment
that a product or service feature provides a pleasurable leveRG&msumption related to
fulfillment, including elements of under or over fulﬁb@ut. In another way, customer
satisfaction refers to the extent to which cus@s are happy with the products or
services provided by a business®. .w@saﬁsfaction refers to the customer's
general intention and perception b@ on their consumption or user experience of a
product or service**. It mea@e customer's acumen and expectation regarding the
consumed product or icg:'s performance and evaluates whether the product or
service perfor Qh%been able to satisfy the customer's expectation®. If the
product o %@e fails to fulfill the customer's needs or wants, the customer will
remain atisfied, and if the service performance is consistent with the customer's

e@aﬁons, the customer will be delighted and satisfied*.

A scholar stressed that customer satisfaction is identified by a response (cognitive or
affective) that pertains to a particular focus (a purchase experience and or associated
product) that occurs at a specific time (post-purchase, post-consumption). Customer

satisfaction is the total utility derived from the post usage of products and services.
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Customer satisfaction is proxy by service quality: reliability—responsiveness,
tangibility, assurance, and empathy. CS is viewed as an emotional response, which
results from a cognitive process of evaluating the service received against the costs of

obtaining the service 47.

A researcher shared a similar view of customer satisfaction with some scholars. These
definitions suffer similar challenges. Some scholars described CS as personal § ch:gs
of pleasure or disappointment that result from comparing a pro E:]QQgervice's
perceived performance (or outcome) to expectation*®*°. Some schelars admitted
. °

customer satisfaction as the most effective path to success%‘iou omer satisfaction
affects customer loyalty and re-purchasing decisionfo.Q&)lar found that customer
satisfaction affects customer perception by co@p&re-purchase expectations with
post-purchase expectations. They conﬁn@hat there exists a relation between
accurate customer perception and eLCezgpectations. Customer satisfaction is related
to the people who paid for prod services and use those products and services>'.
Primarily, a product's pricewity, reliability, empathy, responsiveness are the main
factors that inﬂuean .§52, Customer satisfaction produces a positive financial
result, especi‘a{ in' regular purchases. Another critical attribute of CS is that it
provida%@ack to management about client insight on products and services
o

Attaining CS is a constant desire for many organisations because of its potential effect
on loyalty and, by extension, its contribution to the organisations' financial
performance. CS has been identified to enhance the relationship between customers
and the organisation®. Paying attention to customer details is crucial for business

growth; however, scholars suggested that focusing on all the customers may not be
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worth the organisation's resources and commitment because customers do not deliver
equal value to the organisation®*. A scholar also pointed out that satisfied customers
tend to feel less concerned about any adverse information about the brand they
cherish. This study defines customer satisfaction as the positive outcome, personal to
the customer, expressed after evaluating the cost of a purchase with the benefits

obtainable, which facilitates a re-purchase and enhances a firm's competitive

&

advantage>’. .
&%
. ”
2
2.1.2 Corporate Governance &%

.4@

The concept of Corporate Governance is not a n @( but made popular in corporations
around eighteen Century. Corporate go.vergce mechanisms have been identified as a
method or techniques used in deterpminintg the success and outcome of every firm
performance**. Historically the Governance is a term derived from Greek-Latin
word gubernare, which Mtes as the act of steering that was first used in a
metaphorical by Plat %'s\teering is an institution of the state through the creation of
enabling condi@%r the enforcement of the rule of law and collective decision
making®. rnance was synonymous with the management of political/social units,
s '@lly government institutions. This notion has now transcended from the state
focus into a market-based application with emphasis on the management of corporations*S.
Corporate governance, however, traces its origins to 1774 from Adam Smith’s
publication, “The Wealth of Nations”, but gained impetus with the seminal publication by
Bearle and Means, “The Modern Corporation and Private Property”, work that delineated

the separation of ownership and control in the modern corporation and the problems
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associated with it*’. Concerns of separation were aggregated into the “agency problem” in
governing the organization. Well governed organizations tend to perform better than

poorly governed ones*.

A number of researchers agreed that corporate governance is a system by which
companies are directed and controlled and where checks and balances are guaranteed. To
put in another way there is widespread agreement that corporate governance.&ﬁib' set of
mechanism controlling the flow of business and virtually operating h&%)s in a way
that guarantees that its owners or stockholders obtain a reasonable income on their assets
and at the same time meet the expectations different stakeholz%é%?. .;rporate governance
is about building credibility, ensuring transparepc&%} accountability as well as
maintaining an effective channel of informati isclosure that would foster good
corporate performance’®. Corporate gove.n@refers to the processes, customs, policies,

laws and institutions that regulates ernizations and corporations in the way they act,

administer and control their ope&) 6, This view is strongly expressed in the literatures.

Corporate governance i a.’blend of some policies, procedures, customs, laws, and
institutions affe@@%way a corporation is directed and controlled with a view to
enhance u%e;s prosperity with corporate accountability and minimizing agency
conflict and protecting the interests of owners and investors>’. Corporate governance is a
@of rules governing companies as to how they are managed and supervised by the
board of directors 58. It is a mechanism designed to ensure stability of the economy and
achievement of corporate goals®®. Good corporate government principle concretely has
many purposes which are easy access for domestic or foreign investor, getting a cheaper

capital cost, giving better decision to improve the company’s economic performance,
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improving stakeholders belief and trust, protecting directors and commissaries law plea

and protecting the stockholder’s minority>”.

Corporate governance had been defined in many ways by different researchers, authors,
institutions, and industries. Corporate governance can be applied to listed companies
where the majority of the shareholders are not in participatory everyday management
positions and other forms of corporations such as companies with few princi%k wners

and a large group of smaller shareholders, public corporations, partn;—'(x\% companies

and privately owned companies where the ownership has beeny divided through

'\
e
inheritance in one or several generations®’. C\

Corroborating this viewpoint, corporate governance.i@n as a preserve of the listed and
large firms. In finance and management term@gy, corporate governance is to solve
what is called the problem of the .gégy which exists between stockholders or
shareholders and managers®!. Ther&%'e, that is what corporate governance is intended to
resolve in making sure in st(%) get their investment back, given that somebody else
(managers or agents) wi easure that all the decisions making process about how their
investment or t@&y is utilized*®.Corporate governance also differs from entity to
entity and fr&gountry to country Codes of corporate governance are highly a matter of
significa for developing countries. Corporate governance codes such as Sarbanes
@ Act intensely propose and frequently obligates that a board should include a
noteworthy portion of non-executive directors. The mechanism of CG varies in different
countries according to their rules and regulations, even it varies from institution to
institution. Sectorial, the effect of corporate governance is same. In banks corporate
governance plays a vital role in enhancing the financial performance of any organization

including bank>®. The discourse on why corporate governance matters is crucial in bank
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risk management has been a topic of discussion in the literature. The debate is that the
most preferable governance should intensify bank activities and curb bank risks through
improved mechanism of bank management. Although there are divergent views, but an
underlining submission is that there is need for monitoring and ensuring that investors get

their investment back>344,

The concept of corporate governance itself has undergone a series of transforrq&g. The

prominence of corporate governance, both in academia and polic 'm&%’ agendas,
seems to increase around global events, usually associated withlﬁws. Nevertheless,
. °
irrespective of the transformation in concept one underlining@@ie olds way. Corporate
governance channelizes the vitality of ownership cqncﬂ%t on, board structure and also
impact of stakeholders on the organizations. @olars are unanimous about some
advantages of corporate governance®. ln® cases, they agreed that good corporate
governance arrangement gives gr atQiy}ltage to corporations in the form of more
favourable dealings with all st%@é@ers, better performance, lesser cost of capital and
larger access to financing Mromotes the efficient and effective use of the capital or
%'\
e

Also, sou; orate governance is a key element to increase market liquidity and

resources®.

improve ‘the company value®. Other noted advantages of corporate governance are
a@?ce of transparency, and full disclosure of executive action. Corporate governance
brings about better evaluation®. On the flip side, organizations with poor corporate
governance were less profitable and more susceptible to insolvency risks as they get poor
assessments and gave out petty dividends to their shareholders. Despite the many

advantages of corporate governance, it still has some disadvantages that borders on cost

and stifling of creativity as well as quick actions. Theoretically, to increase board
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accountability, will lead to an increase in directors’ incentive and welfare to monitor
affairs of management activities®. It can be contended that fear of legal accountability
and liability could deter an individual’s director from serving on the board®®. Another fall
back of corporate governance is the conflict of interest owning to separation. Separation
ignites conflict of interest between the owner and management, the management side

demands the company to improve and the owner wants the wealth to improve>?. Cb

These definitions presuppose that there are key decision mak§§ @nporations

responsible for this leadership. The corporate governance structure specifies the
distribution of rights and responsibilities among different pax.'%%dn .\in an organization —
such as the board, managers, shareholders and other Q%&olders — and lays down the
rules and procedures for decision-making®’. I@it is one of the four cornerstones
of corporate governance. The internal a@lg function of internal auditors has an
important role in assisting the oa@}directors monitor the effectiveness of its
governance®®. Internal govema@ corporations, discussion on corporate governance
has shifted to the functions o board of directors as a result organizational executive is
responsible for the@? core stakeholders. In all it proves that weak corporate

governance ogl\a f adherence to its principles, even if it’s strongest, can lead to abuses,

fraud an@ performance of a company®-%,

@ the literature it is obvious that the most significant advantage of corporate
governance is the impact on firm performance and in enhancing the benefit of the group
(increase the firm performance and to harmonize the various interest groups®:7%’!. The
authors have shown that adoption of proper governance mechanisms has affirmatively
impacted the performance of a firm. This is attributed to the fact that there is less risk and

higher guarantee of expected future cash-flows. In addition, better-governed companies
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have less management problems, act on and recover from shocks more quickly, achieve
faster and more reliable growth’?. One of the most compelling advantages of corporate
governance was expressed by World Bank Group that acknowledge that monitoring
embodies the regular tracking of inputs, activities and outputs, while evaluation
determines the importance of objectives, the efficiency of resource use and the

sustainability of results’. . \%"

The role of the board was viewed as a positive influence on é’e@mance of

corporations’. Also, the concept of corporate governance includes components of social
[ } ”
responsibility, ethical business practices, issues referring t%‘i& |1 and external audit

transparency, managers’ responsibility for the acpu@%f information presented in
financial reports’. Q’Q\

The above scholars have expressed it %rate governance are responsibilities and
duties of managers and directors o@smess organizations towards the wellbeing of an
organization, it seems ¢ Vil%lg to me that any other definition acknowledges
relationships among vari s.participants (management, board of directors, shareholders).
Borrowing the @ f corporate governance of acting in the best interests of their
owners a déq;eholders”. The researcher agrees with the statement that corporate
governanee 1s a system where company is directed and control. Agreed, the concept of
ate governance has been defined in various ways by various people. It is however
important that it is defined within this context, to provide guide for understanding and
practice. To the researcher corporate governance is the structure and operations put in
place and executed by organizations owners to act in the best interest of the organization

always.
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2.1.2.1 Risk Management

Risk management involves discovering risks, assessing their effects, selecting a series of
processes, and evaluating the results. Risk management is the determination,
classification, and prioritization of risks followed by unified and efficient utilization of
resources to lessen, monitor, and manipulate the quantity and/or effect of disastrous
events’®. Risks can arise from uncertainness in business markets, proje@ flops,
statutory liabilities, credit risk, accidents, physical causes and disast 5@1 as wilful
attacks from an antagonist. Risk is highly multifaceted, complex‘a;l%)ften interlinked
. °
making it necessary to manage, rather than fear. Risk %)»\0 only avoidable but
manageable. Risk management helps to assure }h&%}&organization identifies and

understands the risks to which it is unprotectew&ermore, risk management can also

be done throughout sourcing, stock pili.n@urance, suppler development, contractual

obligation, collaborative initiatives %ana_r): 1 supplier selection’®.

Risks may include operatio%%, decision risks, supplier base reduction, Globalization,
acquisition mergers an lie\nces, inertia and just in time relationship risks. Assessing
risks is an on@)ﬁ%@ess thus risk management involves risk identification, risk
estimation, %\analysis/assessment, risk evaluation, risk reporting and communication
and then risk monitoring /control and review’”’8, Operational risk is explained as the risk
c@ggresulting from inadequate or failed internal systems or from external events. This
operational risk refers to as operational expenses that reduce the profitability of banks”.
Liquidity risk occurs when the probability of a bank lacking cash when needed to
operational activities and settle the credit request of customers evident®. Inability to have
access to cash timely may lead to loss of customers and reduced earnings®'. When

customers are unable to settle their debts, these defaults result in losses that can ultimately
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eat into the bank’s capital®. Risk management involves risk identification, estimation,
analysis, evaluation and control. Understand the nature of the risk ascertaining the impact
and profitability of the potential risks on the supply chain. When risk analysis process has
been completed, it is necessary to compare the estimated risk against risk criteria which
the organization has established so as to have a corrective mechanism to improve the
firm’s profitability levels®2. . cb’
2\

Inherent in risk management is its advantages. Risk manageme 'a@%ﬁ the risks
attaching to their activities with the goal of achieving sustained%ﬁts within each
activity and across the portfolio of all activities. It also serve%& Pensive mechanism”®.
In addition, risk introduces the thought of the probqb@how an unpleasant situation
can be minimized. Efficient risk management @}ncrease the benefits related with a
venture commonly a reduction in the pegiq&outlay while decreasing the risk itself. In
addition, effective risk assessment allQ_s)t e organizations to better understand its risk
profile and most effectively tar management resources that will help the banking
firms avoid or reduce risks hénCe improving their performance. In all the importance of
risk management to agn%g ?zation is that the outcome of risk management are increased
confidence thro quality assurance, allocation of resources to risk management,
disaste er and business continuity plans, increased reputation and coordination

i %vice and delivery patterns, hence customer attraction leading to more sales

volumes and market share as a measure of profitability®3.

Owning to the broadening scope of risk management in banks and as well as the
processes adopted in the industry to manage risk such as risk identification, risk

measurement, risk monitoring and risk control. It is wise and in line to opine in this study
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that risk management is a strategic and operation practice carried out by an organization

such as banks to mitigate loss and take advantage of uncertainties®*.
2.1.2.2 Ethical Practice

Ethics is a philosophical term derived from the Greek word "ethos" meaning character or
custom. Ethic’s generally means motivation for group of people or community.fo&:&lleas“.
Ethics must be based on accepted standards of behaviour. Ethical .beha@%s}is very
useful in all platforms of life and work. In our life it is helpful in all.¢i }?Qelationships
like manager and employee, employee and client or even in K nal life relationships.
Researchers sometimes confuse ethics with morality. Busi& thics is a term often used
to refer to ethical or unethical behavior by a mana.e@ employee of an organization®.
Ethics are based on both individual beliefs and“socjal concepts, they vary from person to
person, from situation to situation, »@m culture to culture. Social standards, for

example, tend to be broad enough t@)port certain differences in belief®’.
>

Ethical compliance by busimx;%r)ganizations is not an option or a luxury but a necessity
for the smooth functi@& any organization. For every organization in any industry,
there are laid @9 principles or operational requirements and prohibitions. This
comprises Qanizational values, legal compliance, guidelines and codes, risk

@ent and individual and group behaviour within the workplace®®. The
undérstanding, internalization and application of this in and by any organization represent
compliance. These deals with the way an individual responds to issues in the workplace

and these are determined by two major cognitive processes -categorization and

particularization, based on the individual’s values. These responses are classified into
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eight namely - ethical neutrality, ethical awareness, ethical convention, ethical puzzle,

ethical problems, ethical dilemma, ethical cynicism and caprice, and ethical negotiation®’.

Ethics is particular or specific in nature, while morality is general in nature. Different
professions (Law, Medicine, Engineering, Architecture, etc.) have their respective code of
ethics, which are particular to the profession. Generally, according to worlds’ practice, if

[ ]
an individual commits an offence or crime, for example, in a case of n@bf it 1is

generally known that the accused will be prosecuted and if found gu:'ét'y@e made to

face the full wrath of the law®°.
. )\%'\

There are benefits or advantages an organisation derives fr@od ethical practices. This
can come as improving the competitive advantagé@u organization. This is because
Ethics compliant organizations also develop ir brand image and such employer
branding help them to attract and rett‘)@t people, which eventually contribute to
their sustainable competitive adva@e . More so ethics compliant organizations also
attract investors, as people ep(%@%eir confidence only on those who show integrity, a
sense of responsibility B{ho are trustworthy. Furthermore, some research contended
that good ethic@@good business because it brings about or generates positive
externalities as trust, commitment, and performance improvements. These have been
furthermore validated in North America where any firm’s with ethical behaviour is of
(@lgimportance in guiding or safe guiding its smooth relationships with its
stakeholders®?>. What this means is that ethical behaviour has a strong ability to improve

and add significantly to the value of a company’s brand or image®>.

In defining and conceptualization ethics in this study, it becomes necessary to draw

caution from how it is being defined in the academic field. In the academic arena, there
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are still grey areas in the understanding of the concept of ethical practices. That is
unresolved and unanswered academic issues on how the concepts affects performance
still lingers®*>. In most consensus reached, the knowledge about existing literature and
linkages between a company’s ethical stance and posture and its firm performance
remains limited. Thus, ethical practice is defined here as those activities of the firm that
will not be repulsive to the perception of all stakeholders and will not promote and

strengthening an organizational competitive advantage®s.

2.1.2.3 Transparency N
. ‘ﬁ'\

Transparency “means having nothing to hide” that allow '%}ocesses and transactions
observable to outsiders”’. It also makes necessary d.isv@ures, informs everyone affected
about its decisions. Transparency is a critical c@nen‘[ of corporate governance because
it ensures that all of entity’s actions .IQQ ecked at any given time by an outside
observer. This makes its processes %’transactions verifiable, so if a question does come
up about a step, the compa@rovide a clear answer. Transparency is one of the key
indicators of a good co rate governance, as it guarantees the disclosures of important
and accurate ﬁn@)@ d operational information®®. In the years past, the concept of
transpare cyéq increasingly attracted researcher’s attention and has been the subject of
many debates in the academic field. This notion has been defined in many ways but in
f@)st simple and eloquent manner transparency can be understood as “lifting the veil
of secrecy”’. In the academic field, the concept of transparency has been associated with
other notions and by this the term has known a great deal of interpretations adequate to

different areas of expertise.
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Transparency constitutes an understanding of how decision making, execution,
monitoring stages and results is improving, using clear, visible and foreseeable processes,
operations and instructions!®, The United Nation defines the openness, responsibility and
transparency of the government and private sector choices and their results as suitable,
clear and reliable access to data. However, the owners, investors and stakeholders
concerned have a duty and right to know what their officer or officials do“llﬁ%.&or an
activity to be transparent it is regarded that information should be given. re and in a
timely manner to aid the company in taking optimal decisions t‘%}e cy therefore
affect the stakeholder directly as well as the company's .b}&s%\ performance as a
management standpoint'®?2. Throughout the performa@%\\raluaﬁon scheme, every

regulation scheme can therefore be readily mismw@ and managed by the officer or

$

The benefit of transparency to an rgQg}tlon is that it fosters responsibility and brings

executives!%0,

positive self-control to the organi . Transparency creates engagement and motivation

as people understand the Mns behind their work. Also, a transparent organisation

'\
improves the moo&@rease trust and improve teamwork among employees.

Furthermore, ‘w\lﬁjnformation is shared openly, hierarchy lowers and culture improves.
Transp%%anisations can respond to market changes much faster when they are agile
a @i on informed, empowered, proactive and thinking individuals. There is positive
&)l since transparency improves self-control and less costly formal control
mechanisms are needed. Speed, efficiency and quality of decision making are other
benefits of transparency in addition, organisational change is also easier when everybody

shares the same reality via transparency. On the other hand, too much transparency can be

a competitive disadvantage in the business environment. By being too transparent with
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your company, it can create a negative public perception. Be aware that released

information could be unclear, altered, or misinterpreted, which can lose customer trust'®!.

In this study transparency is defined as the appropriate extent by which an organization
can allow information to create mutual trust, and teamwork and competitive advantage by

allowing outsiders or internal members into its records and access information!%2,

o
%

Innovation is a significant source of competitive advantage in chagging or dynamic

business environments, and it is a new way of doing things: "a@v ood or a new quality

2.1.3 Innovation Capability

of good; a new method of production; a new rnark?t;&@* source of supply; or a new
organizational structure"*°, Firms' success and s depend largely on their ability to
create value; their ability to innovate®. I.nnggtion capability is a firm’s ability to mould
and manage multiple capabilities'?. I@on capability enables firms to integrate key

capabilities and resource to succe stimulate innovation.

In a broad definition, '{%a)tion capability refers to the capability to continually
transform ideas r@%owledge into new processes, products and systems of the
organization 6@ utilities for customers. Innovation capability concerns how companies
could extraCt knowledge from routine exploration activities and innovative exploration
a‘@% This means that the concept is related to the ability of companies to properly
manage the internal resources of the company for innovation and at the same time seek
knowledge and skills in the external environment. Developing routines of activities that
contribute to management innovation is not simple, as it requires planning to introduce a

culture of innovation into the company. In order to innovate, companies need personnel
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who are capable of analyzing, interpreting and relating internally and with stakeholders

identifying opportunities for sharing information and innovation>!.

A scholar defined innovation capability as the ability of an organization to change
knowledge on the firm into processes, systems and products that can spur the growth of
the firm. Some scholars defined innovation capability as the firm skills and abilities that
enable the application of resources in a manner that reflects the ability to c@ously
transform knowledge and ideas into new products, processes and sys '&% the benefit

.@w

Innovation capability connotes the ability to mould an 9@ age several capabilities.

of the firm and its stakeholders!'®.

Arguably, firms with innovation capability can .in@ate important capabilities and
resources to successfully foster innovation. Indeed, a firm’s reconfiguration capability
promotes continuous transformation .d@bles them to obtain new resources and
capture innovation benefits. Innov% capability concerns the firms’ capabilities in the
area of the development o ne\@; products and services, (2) production methods and
techniques, (3) ways se{vices providing, (4) customer service standards, or (5)
organizational markets. As a result, the innovative dimension of the
capabilities %be directly referred to as innovative capabilities. Innovative capability can
be descr as an important factor that facilitates an innovative firm culture, the
@teristics of internal promoting activities and the capabilities of understanding and
responding appropriately to the external environment®’, Some researchers posit that
innovative capability is an internal driving energy to generate and explores radical new
ideas and concepts, to experiment with solutions for potential opportunity patterns
detected in the market’s white space and to develop them into marketable and effective

innovations, leveraging internal and external resources and competencies™.
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Innovation capability of a company is linked to the internal efforts of human,
technological and organizational resources, combined with the ability to interact with the
external environment to pursue resources, knowledge and skills to be incorporated into
the organization to create new products and processes that are perceived and valued by
stakeholders®. The increasingly fierce competition, fostered by globalization and
information technology, makes the Resource Based View an important alternative for
companies that want to innovate>®. However, innovation capability dogs Sgg,xi\sist only

of internal resources of the company, but also of external resources”%\

Firms with high innovative capability outperform competi@?lave "demonstrated
higher profitability, greater market value, superior %@atings, and higher survival
probabilities" because competitive advantage@%\es with innovation*®. As a result,
innovation capability determines a firm's ance in dynamic conditions. It is highly
imperative for SMEs to advance i in@ze ability by capitalizing on knowledge from
external sources to build inngyatidh capability®’. Innovation of new processes and
products originates from Nmbination of newly acquired knowledge, renewal of
organizational strate '21 processes to obtain sustained competitive advantage>®.
Competitive adQuﬂage depends on a firm's abilities to effectively develop internal

WV

knowl Q exploit external knowledge to improve the innovative capability of the
YO

Commonly, innovation is differentiated concerning the degree of innovation into
incremental and radical innovation?’. Incremental innovative capability can be defined as
the ability “to generate innovations that refine and reinforce existing products and
services”, whereas radical innovative capability is the ability “to generate innovations that

260

significantly transform existing products and services Some researchers use this
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differentiator to distinguish between incremental innovative capabilities, which require a
reinforcement of prevailing knowledge, and radical innovative capabilities, which require
a transformation of prevailing knowledge®'. Such innovative capabilities are the key
factors influencing the firm competitive advantage creation related to the so-called “long-
term competitive benefits”, both for firms as well as the entire supply chains®?. Within the
literature one may also notice the second type of the firm capabilities, which&lay a
crucial role in achieving the firm success as well as the firm comgeti '@Vantage.

These capabilities are referred to as strategic capabilities. ‘%\

The features of innovation capability are that product inno@%ﬂ:};ability, it enhances
process innovation capability, enhance market in \g}n capability, technological
advancement and it enhance strategic allia%@mer scholars have conceptualized
innovation capabilities as consisting of J@ting innovation, product innovation and
process innovation capabilities®. P on_ij\novation capability allows firms to effectively
change their resources into inno%ﬁ;g'offerings that are unique and are better in terms of
quality to exceed customerNectationsM. Process innovation capabilities are linked to

'\
a firm ability to im@ internal processes and reduce the cost of production which

foster superiog{;Cﬁg}mance‘”.

Some scholars further posited that innovation capability consists of product capability,
s capability, market capability, and organizational capability. A scholar stated the
advantages and disadvantages of innovation capability, which are that innovation
capability enhance firm to innovate, it creates firm value creation, it improve firm
competitive advantage and it improve firm market share while the disadvantages of

innovation capability is that innovation capability is expensive to employ innovation idea,
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it can cause competitive disadvantage, the problem of trade-off between different types

capabilities and it might cause loss of market.

The researcher defined innovation capability as a firm's ability to identify new ideas and
transform them into new/improved products, services or processes that benefit and
sustains the firm%.

ALY

The use of Innovation is well pronounced in all the activities of a whole @nnization,
from the conception of an idea to the introduction of a product or a@t the market.
Five stages have been found to exist by some researchers.aK ontinuous innovation
process, this includes: idea generation, research and {%pment, implementation,
commercialization, and internalization®. Innovation &@%r)ocess in which valuable ideas
are transformed into new forms of adde@e for the organization, customers,
employees and stakeholders. This tran .11%0%1 process is also a learning process for the
organization as a whole to safegua%(;ontinuity on the basis of innovation based in turn
on creativity. Creativity is&fte)z}een as a personal asset. For management innovation,
however, it is not enou thgt every employee as such wants to be creative. Creativity
should be percei d%%ollective process to raise the level of innovation potential of the
organizationé‘ﬂbis “fine-tuning” between individual and collective transformation is

crucial formanagement innovation?®.

In&aﬁon has been described as a product or processes which are new to the company,
not necessarily to the world or other sectors?’. Furthermore, innovation can be described
as the collation of ideas that are new to the adopting company or the process of
successfully creating something new with monumental value to the relevant unit of

adoption?®. In another study, it was suggested that an idea can be described as innovative
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if it is novel for the individual who produced it, without necessarily being novel to the
society as a whole?. Thus, if innovation was defined as the first commercial introduction
of a product and process in the world, there would be very few achievements that might
be described as “innovative” in developing countries®®. In developing countries,
innovation tends to happen “behind the technology frontier” which is transmitted from
developed countries. Therefore, technological innovation is something naw@t not
always in absolute terms. Some technologies might be innovative in deyel &countries
but would not be regarded as such in a developed economy. There‘\%t\ﬂ’e efinition of
innovation can be regarded as an activity that involves .su&lﬁal novelty for the

adopting company or country, but is not necessarily new %@Norld.

S

Innovation capability can be seen as a key ind@t&:reaﬁng confidence and growth in
an organization. The firm’s capability @movate is the most crucial factor for
competitive advantage in high tur 1& market!%, Innovations include products,
processes and technologies us@q manufacture products or render services directly
related to the basic work aw of an organization. Technological innovation involves a
set of activities that @Qe to the increase in the capacity to produce new goods and
services (pr0§1< innovations) or to implement new forms of production (process
innova@% Innovation capability has majorly been categorized into four contrasting
t Qroduct capability, process capability, market capability, and management
capability*?. This conceptual review on innovation capability will follow in the direction

of the three (product capability, process capability, &management capability) of the four

classic typology of innovation capability given their contextual relevance in this study.

2.1.3.1 Process Innovation
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A process innovation is the implementation of a new or significantly improved production
or delivery method. This includes significant changes in techniques, equipment and/or
software (e.g. installation of new or improved manufacturing technology, such as
automation equipment or real-time sensors that can adjust processes, computer-aided
product development). Process Innovation can be described as improving or changing
current procedures and techniques used in the production of products. Any im ement
to current banking procedure, delivery, packaging, marketing, project man Xnt can be
considered a process innovation. Process innovation means improvif@p duction and
logistic methods significantly or bringing significant improw@\fé in the supporting
activities such as purchasing, accounting, mainten?gg%\and computing. Process
innovation includes bringing significant improvem. %the equipment, technology and
software of the production or delivery meth: @ms bring novelties in the production
and delivery method to bring efficien ?r%é%usiness. The new method must be at least
new to the organization and organi'@on had never been implemented before. The firm
can develop new process e%% itself or with the help of another firm*. Firms bring
process innovation to uce innovative products and amendments are also brought in
the processes to@@e he new products. To decrease the production cost, firms go for
process i n(@‘%@n. The process innovation is reflected in the cost of the product®*. Firms

adopt 6 rocess to compete with other firms; they have to bring the process innovation

to satisfy their customers.
2.1.3.2 Product Innovation

Another type of innovation is product innovation. This is the introduction of a good or
service that is new or significantly improved with respect to its characteristics or intended

uses. This includes significant improvements in technical specifications, components and
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materials, incorporated software, user friendliness or other functional characteristics.
However, product innovation forms the core of innovative organization and offers
incredible competitive advantage in new as well as established markets. Although related
to process innovation, product innovation is much more of a process than a single
implementation or improvement. Product innovation is often a shot in the dark with the
hope of hitting the right market with the right product at the right priee.c&oduct
innovation means introducing the new products/services or b.rin' ignificant
improvement in the existing products/services. For product innova@ roduct must
either be a new product or significantly improved with respect to“its, features, intended use,
software, user-friendly or components and material. Q’)&%\ﬁrst digital camera and

microprocessors are the examples of the product in@nm.

The aim of product innovation is to attra.ct,@&customers. Firms introduce new products
or modify the existing products ac or@ needs of the customers. Shorter product life
cycle of the products forces s to bring innovation in the products. In the
competitive environment Mbring product innovation to compete in the market.

0\

Product innovation 1sQ tomer’s need oriented. In highly competitive innovation face the
low competitio he time of introduction and that is why it earns high profit®. In
anothe@some researchers stated that firms bring product innovation to compete

r firms in the markets. Firms bring product innovation to satisfy their customers.
Product innovation is reflected by the functional performance!®. Product innovation is
one of the key factors that contribute to success of an organization. New product
development and product innovation is an important strategy for increasing the market

share and performance of business. New product development has positive impact on the

performance of the firm.
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2.1.3.3Management Innovation

In addition, management innovation can be described as the adoption of an idea or
behaviour that is new to the organization'®. Management innovation refers to new ways
work can be organized and accomplished within an organization to encguia&? and
promote competitive advantage; it can either be a new product, a new s@se, a new
technology, or a new administrative practice!'?. Further, managerne%% tion can be
understood as a process by which the firm creates and defines ems and then actively
develops new knowledge to solve them. Management imﬂ%}on encompasses product
innovation, process innovation, and marketing .in@xation. Further, each form of
management innovation has a unique and sha@rlance when viewed among the other
forms of innovation. In another notion “r ‘%@,g ent innovation” refers to the creation or
adoption of an idea or behavior that'%r'lew to the organization. Furthermore, management
innovation consists in the %@mentation of new organizational methods that can be
changes in business practi es, in workplace organization or in the firm’s external relations.
Consequently, Q)@%gy of management innovation, divides it in four types: (1)
structural n%qgement innovation, which may change the divisional structure of
organizatignal functions, hierarchical levels and information flow; (2) procedural
ement innovation, which may modify the process and operation routines within the
firms; (3) intra-management innovation, that takes place within an organization; (4) inter-
organizational aspects of innovation, which refer to new organizational structures and
processes that exist beyond the borders of the firm. In summary, management innovation

encourages employees or organizational agents to think creatively about organizational
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challenges and strive for solutions that can be deemed as new to the organization and

even new to the industry or business community at large'!!.

Innovation more often, occurs in response to a problem or opportunity that arises either
inside or outside of an organization. Management researchers identified four internal and
three external impetuses for innovation''?. Internal prompts include unexpected
occurrences, incongruities, process needs, and industry or market chang;@%emal
Impetuses: unexpected occurrences include mishaps, such as a failed b@)ntroduction.
It is often through such unexpected failures (or successes) that nev‘v%s are born from
. °
new information brought to light. For instance, a failed pro@ﬁ give an organization
new information about marketing that allowed it to .ac&%&tellar gains with succeeding
products. This type of incongruity might causes@h”novators to develop the product in

a less expensive method that will be more g&mive to changing market demands'!3.

Process needs: Innovations inspire@ process needs are those created to support some
other product or process.%Q@xample, advertising was introduced to make mass-
produced newspapers p iblf:. Newspaper publishers devised ads to cover the expense of
printing the ne a@s the new equipment that made such printing possible. Industry
and market @ges, the fourth internal impetus to innovate, often result in the rise (and
decline) of successful innovators. External Impetuses: External impetuses to innovate
m@e demographic changes, shifts in perception, and new knowledge are: Demographic
changes affect all aspects of business. For instance, an influx of immigrants into a
particular geographic area will create new market niches for organizations or companies.
Likewise, an increase in the level of education of indigent of that geographic area will
result in a dearth of qualified workers for some low-paying jobs, causing many

organizations or companies to develop new (innovative) automation techniques. When a
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new technology emerges, innovative companies can profit by exploiting it in new

applications and markets''4,

The innovation literature is indeed usually a broad approach, but becomes limited if
applied to financial service innovation. In the case of banking services, particularly due to
the considerable role of customer interaction and the intangibility characteristics, a bias
towards technological innovations is even more inadequate!'>. The lar%%e of
technology in the banking sector makes innovation capabilities mo 'i@tant for the
success of companies in the sector. However, the customary lower llevéof investment in
research and development in the banking sector than in %@ i dustrles point to the

possibility that the innovation process in the ba ﬁeld may have different

preconditions and require different technologi(@ion capabilities!!S.

Also, innovativeness and newness 0 \'ﬁbvaﬁon may be related to differences in
innovation capabilities. For examp%hlghly innovative products in the financial sector
have a lower prospect of earning back investments, as the response time (the time before
imitations appear) is raﬂ%c’hort due to the competition by other service providers like
microfinance ingti @n that often imitate under “own-label. Research findings reveal
that only 4.&@:0%‘[ of sales come from radical innovations in the banking industry,
while this, ranges between 6.4 and 11.6 percent in technology-based industries. The
@\g sector has a relative difficulty to earn back the investments from product
innovations, due to the dominant position of the banks in making an innovation successful,
while engaging relatively little in co-innovation (when compared to other industries). The
share of turnover from new products to the market is lower in the banking industry, with
6 percent in the latter and 9 percent in total industry, and 8 percent of turnover is from

products new to the company in the bank compared to 12 percent in the total industry!'!”.
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Due to the lack of co-investment in the innovation, the advantages from this kind of
innovation do not always end up with the actor who has made the investment. This is
exacerbated by the difficulty to protect the intellectual property rights in the banking
industry. Accordingly, there is more focus on process innovation in the banking industry,
with sixty-nine (69) percent of innovators in the banking industry focus on process
innovation, compared to fifty-seven (57) percent in chemical end and machine ir(%?,tries,

and 61 percent in the electro-technical industry'8, . :Qh}

In addition, innovative companies indicate that uncertainty about the démand is one of the
. °
most important impeding factors for innovation''®. These @%ts make the innovation
process in the banking sector complex, time-consumj %d risky. The capabilities of
firms to deal with the challenges of innovaf{?b)@aring adequate resources and fast
adaptation to the conditions in the busin.es§\ ironment, are considered to be critical for
successful innovation'?°, Furtherm re@_g}ack of an effective technological innovation
development process as a barri@,gq'movation management. A recent study concluded
that the single biggest growth\inhibitor for banks was mismanagement of the innovation
process!'?0. Accordi “e researchers, the personality of the individuals involved in
the initial pha‘si‘gdhe technological innovation process is as important as the innovation
procesa@ Only when the team “chemistry” is optimal, can the team be truly
i e and create “flow”. In another study, some researchers argue that the deeper
underlying cause of the problems with bank performance is to be found in the command-
and-control mental model that has prevailed in managerial thought for years'?!. This

model continues to persist despite the fact that today’s business environment is

staggeringly complex, rapidly changing and unpredictable. Yet challenging, questioning,
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and provoking are activities teams should be engaging in, in highly turbulent

environments.
2.2 Theoretical Framework

This section covers theories reviewed for the study, theoretical framework, identification
and measures of variables, and the theoretical model of the study. The theories reviewed
include Agency Theory and the dynamic capability theory. The review covers the
assumptions, critics, supporters and researcher’s perspectives of theory relationship to the

study.

2.2.1. Agency Theory . QQ)\/

This theory was developed by Berle and Me@ﬂ and expounded by Jensen and

Meckling in 1976. Agency theory Qj\s@%) insightful in how to comprehend the

interactions between an agent and . According to this theory, the agent should act
in the best interest of his pr@%all business deal pertaining to the agreement. This is
critical because, the acti«iti;c\s of the agent have direct consequence for his principal.
Hence, the age i@osed to safeguard the best interests of the principal without

considering h)ggersonal interest as more important!?2,

A en@ry assumes that both the principal and the agent have self-interest as the
n@ motivating-force guiding their performance in the relationship. This assumption of
self-interest implies that conflict becomes inherent in the relationship. Yet, agents are
thought to function in the sole interest of their principals. Nevertheless, there are
numerous situations where the chief executive officers of banking firms have grossly
mismanaged the funds of the shareholders by diverting it for personal use. Others have

gone ahead to participate in businesses that are outside the scope of the intentions of the
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principal''3. Furthermore, agency theory assumes that the corporation is a “nexus of
contracts” between these individuals (the principals) and managers (the agents), with the
objective of eventually restraining or guiding conflicting interests. There are numerous
differing clusters within a business that contributes to agency theory, but the most
prominent conflicts are typically between managers and owners. Managers can
occasionally act in ways that will personally make them profitable by s&cting

accounting approaches that will upsurge income and therefore upsurge theéﬁ @Eation““.

>

The flaws of agency theory in explaining corporate governance mechanisms, in general,
. °
are noted when argument was raised against the analy%\%ha claims that private
bargaining or contract sufficiently restraints managem&isbehavior. Another strong
criticism offered against agency theory is % pends on a supposition of self-
interested agents who focus on enrichin‘&eir personal coffers. The challenge is
consequently, to find a way th Q_Iy\s can set aside their self-interest. Another
alternative is for agents to be ab aximize the principal’s wealth and personal wealth
at the same time. Thus, a«shpﬁard of agency duty and action is needed, not because
agents are generallé?ltred, but for the reason that the likelihood for variances

between the p‘r@ﬁl’s and the agent’s interests occurs'!>.

Q

Agenc eory has continuously gained the support of recent studies and was
z@wledged as the major and dominant theory in many corporate governance
research!?%7, Several authors support the theory amongst numerous others. These authors
advocate that agency theory is an effective framework that explains the relevance of

corporate governance to a firms’ sustainability!!”.
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Agency theory is supported because it does not ignore the possibility of differences in the
interest of the agent and the principal. Instead, the agency theory acknowledges the
possibility for conflict of interest between agent and principal and consequently seeks to
find ways through which this conflict can be mediated. The agency also enjoys supports
because it explains the different levels of obedience!'®. It also enjoys support because
with the identification of potential conflicts comes the opportunity to enforce s that
are able to prevent such from happening. When agents are found guilty, t Xn always

plead that they were following the mandates of the principal'?2. ‘%\

This theory is relevant to the present study because corpor%&?nance is the bridge
between managing the conflict between the agent Q&e principal. The corporate
governance framework is able to check an@@@} the activities of the agents by
creating laws backed up with managem.e@hority that places the agent in a position
that makes conflict of interest m le_ﬂcult for the agent!'”. This has been done by
modifying the guidelines unde%& the agent discharges the principal’s duties. The
principal, by engaging thew to represent the principal's interests, must transcend a
lack of data about th '2 discharge of his duties. Corporate governance ensures that

Q

agents have acc inducements that can motivate the agent function in alignment with

the prin@n‘[erests.
QO

@y theory is relevant to this study because it is highly useful in designing
inducements suitable for inspiring the agent to act in alignment with the principal. This
study is also relevant because, through corporate governance, the organizational
incentives boosting the wrong behaviour can be eradicated while guidelines depressing

moral hazard implemented. Agency theory is relevant to this study because it aids the
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identification of the issue that can cause conflict of interest between and the principal and

the agent!?’,

Agency theory offers a theoretical explanation that is beneficial for this research in the
function of corporate governance and performance variables. Research on agency theory
shows that agency loss is minimized when two particular statements are true. The first is

that the principal and the agent share common interests. Essentially, this mea@h both

the principal and the agent desire the same outcome. The second is ;E'a&principal is

113 Tiy other words, the

knowledgeable about the consequences of the agent’s activities
principal knows whether their agent’s actions serve in th% al s best interest. If

either of these statements is false, it follows that agenc&&ﬁ% therefore, likely to arise.
2.2.2 Dynamic Capability Theory @

The dynamic capability theory is root@ e RBV nonetheless accentuated the need
for firms to possess knowledge, skillyand abilities (KSA) to survive and prosper in a
changing environment (an Mat constituted the criticisms of RBV), the concept of
dynamic capability w, %j&ived in the working paper by Teece, Pisano, and Shuen
in 1990. It was Qb’lh%ed initially by Teece and Pisano in 1994!%. The scholars had
worked_o %: earlier published work to provide a robust explanation for the

n of its assumptions and to respond to critics. According to a study

capability represents an entity's ability to integrate, build, and reconfigure internal and

external competencies to address the fast-changing environment!?4,

Dynamic capabilities accentuate two critical facets of the development of new forms
of competitive advantage: the dynamics and capability!?*. The word 'dynamics' means

the attribute of change in the environment requiring strategic responses, and
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'capability' suggests the role of strategic management (through KSA) in dealing with
required modifications through internal organisational adaptation'?. Thus, dynamic
capabilities are those that enable organisations to instinctively respond to changing

business landscape either within its industry or macro-environment!26.

Teece built the dynamic capability theory on three assumptions, namely, adaptive,

absorptive, and innovative capabilities, as these are considered as essential i@-

level dynamic capabilities'?’. Adaptive capability refers to the abil;’ E’@Oﬁrm to

rapidly coordinate and reconfigure resources in response to suddendenvironmental
. & |

changes while maintaining the previous level of performam%lx corresponded to

the ability of an organisation to identify as well as sgiz&%&ppoﬂunities emerging in

the market'?®. Absorptive capability refers to w%&ll\ of a firm to identify, acquire,

and apply external knowledge in its favor. \%

Absorptiveness is a function of a@ns existing stock of knowledgwhich can be
relayed into products and oce%ﬂ:s of a firm. Absorptiveness depicts the integration
of external information%cxﬁthe knowledge base of the firm, which is premised on
knowledge acqui 't@&ansformation, assimilation, and exploitation!*’. Innovative
capability re@g}o the firm's ability to introduce new products and services or to enter
new markets by aligning strategic orientation with organisational processes!®!. It
s the ability of a firm to exhibit innovative behaviours while always translating

knowledge into new products and processes!32.

Dynamic capability framework’s emergence as the new standard in the field of
strategic management is due to its increasing significance in the explanation of

competitive advantages better compared with the RBV!3. These capabilities enable
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organisations to meet the challenges posed by the environmental dynamism, which
otherwise would threaten and make the existing skills obsolete. An important
implication of this theory is that an organisation would need to simultaneously
augment its ability to exploit new resources as well as its ability to renew existing
capabilities and resources!**. This will in turn equip an organisation to react to

changing market conditions, thereby leading towards a competitive advantage'\ he
market. Qé

Even though researchers recognised that the dynamic capabilities of the firm might
i
positively contribute to firm performance, there is no stro% irically grounded
evidence in the research literature that supports ;hig&%}&”. Moreover, a scholar
argued that several drawbacks of dynamic (@g@s could be identified. These
include the failure to incorporate dyna.rrg'&pabilities into the internal processes
within the firm. More so, the com le@of the use of dynamic capabilities and the
need for extensive large-scaI%@;agement may lead to unnecessary changes.

Furthermore, some researc@argue that dynamic capabilities do not manifest the

'\
characteristics of hetm@ity and thus cannot be a source of competitive advantage

and that the rq{igd&namic capabilities is limited and indirect'3®.

Q

Despite se limitations and criticisms of the dynamic capability theory, some
s@rs believed that dynamic capabilities are the keys to competitive advantage
particularly in a changing environment!¥’. To further show support and relevance of
the theory; in a meta-analysis of dynamic capability literature, established that despite
the approach emanating from the field of strategy, the underlining assumptions of the
dynamic capability now represents a vibrant theoretical underpinning for several

scholarly works in other area of studies such as entrepreneurship, marketing
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management, Telecommunication service providers, and Banking industry!28:12%:130,

More so, dynamic capability played a vital role in an organisation as it underscored
the accumulation of skills embedded in a firm, and it is directly associated with its

financial performance.

Overall, regardless of the limitations and criticisms of dynamic capability theory, the
overwhelming support of the theory in recent empirical literature in several @of

studies confirmed its general adaptability for varying research context l'~”§%ore S0,
its relevance to this study stemed from its capability to explain hoﬁrm can cope
with a dynamic environment and sustain superior perfor%g . l?urthermore, the
dynamic capability theory provided a theoretical, e&@ﬁon for the continuous
improvement in the firm-level capability s@%} innovation capability drives
competitive advantage. The bottom ling @t a firm that intends to survive and
flourish in a fast-changing envi mQr_ly\would rely heavily on its capacity to
consistently adapt, sense, an ate its internal resources to align with its
environment'3?. This studyMerefore underpinned by the agency theory and the
dynamic capability ?Ven that while the agency addressed issues of corporate

governance, tt{ mic capability addressed the innovation capability linkage with

achiev@r level of organisation performance.
@view of Empirical Studies

This subsection centers on the position of previous studies carried out in another context

which relates to the objectives of this study.

2.3.1 Corporate Governance and Performance
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The effect of risk management (a measure of corporate governance) on firm growth of
deposit money banks in Nigeria. The study revealed that banks risk management (credit
and liquidity risk) have positive and significant effect on the firm growth of Nigerian
deposit money banks'**. In a study that focused on another measure of corporate
governance (fairness), it was found that a fairness and firm growth are positively
correlated'®. The impact of corporate governance was assessed on firm competdgeness
focusing on mid-sized firms in South Africa. The study revealed that the i \hentation

of corporate governance in these mid-sized firms significantly ad%}ﬁ ely affected

their competitiveness and performance!'®. . )\%'\

On the relevance of corporate governance board s X? independence, the board
independence is positively related to firm p@% and stock growth!’’. Likewise,
corporate governance explained signiﬁcap@ﬁibution to firm efficiency as a measure of
growth!3. Equally, corporate gov, ch_:g\structure and financial performance of the
companies listed on the Nairo‘%& exchange are positive correlate!*. This finding
corroborated another submissieh which found significant positive relationship between

"
corporate govemance'@ performance'4,

examine

The interss%@ between corporate governance, board diversity and firm value was

e results showed that corporate governance positively influences firm value
\@95 an evidence of firm growth!4!. A conceptual paper conducted found theoretical
and empirical relevance for corporate governance effect on firm performance (measured
as profitability, market share, firm growth, operational efficiency and maximization of
shareholders’ wealth)!*2. Also, it was found that bank’s performance and market value

fall as the level of management ownership rises'*.
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Furthermore, there was a positive and significant relationship between corporate

governance and firm market performance!#

. Also, there was a positive and significant
relationship between board structure and firm performance in Europe'#. Similarly, it was
found that board structure and ownership have significant and positive influence on firm
growth!46. On the contrary, in a study on corporate governance measure (transparency),
with focus on firms listed on the Nairobi securities, the result revealed .a ative
relationship between transparency (disclosure) practices and firm growth %&e entire

firm under investigation!#’. Similarly, it was found that there is no%}n ip between

corporate governance and firm growth'43, . )\%'\

It was revealed that there is a significant posigiva%lh ionship between corporate
governance and firm profitability. Further ana%@wed that corporate governance has
significant effect on firm proﬁtabilityl;”\‘ imilarly, it was found that corporate
governance (risk management) ex ai@_}gniﬁcant effect on profitability!>. In another
similar study, which examin interactions of ownership structure, corporate
governance, risk managede performance of Nigerian Banks. The results showed
that after excluding 6&@&?actions of ownership structure and risk management, then
corporate gO\‘e\ e has positive and significant effect on bank performance on both
ﬁnancia@m-ﬁnancial measures'>!. In the same vein, the relationship between board
of~director mechanisms and perceived performance of listed firms in Nigeria when
examined showed that board of director composition and accountability were positively

associated with perceived firm financial performance'?

. In a study on corporate
governance and firm performance in Latin America using a meta-analysis, the authors

found that CG best practices are associated with better Latin American firm performance.

The relationship between GC and firm performance possesses certain peculiarities in the
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case of Latin American countries and the literature on the region is certainly not as
abundant and mature. The result implies that results are moderated by the characteristics
of boards of directors, the ownership, and control structure and various simultaneous CG
mechanisms, through broad indices and special CG trading segments. The author further
discovered that the relationship between GC and firm performance possesses certain

peculiarities in the case of Latin American countries'®. . cb’

On the contrary, in an examination carried out on whether a relations?fp@ed between

corporate governance and profitability of companies listed on the“)Palestinian Stock
Exchange. The result revealed that corporate governance a%@ ?ate profitability are
negatively associated'>. A scholar investigated Turki s and found that corporate
governance and firm profitability are negativej@}zted. In addition, the effect of risk
management (a measure of corporate @mance) on financial performance was
examined and found negative inte ch_))etween risk management and profitability, at
the same time firms’ risk re ng strategies have no impact on the financial

performance for firms undehbyéstigation”“.

'\
Similarly, in a(i)@%gation on the effect of corporate governance on financial

performance sing on Pakistan banks. The results showed that the board size and
institutional ownership are insignificantly related with financial performance measures
s@?RCA, ROE and EPS*. Likewise, in a study which explored the sustainable
company values through corporate governance and profitability. The study showed that
corporate government does not have significant influence on the company values as well

as profitability>°.

2.3.2 Innovation Capability and Organizational Performance
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Study aimed at investigating the effect of Innovation capability and Firm performance
among Nigeria Small and Medium Enterprises in all sectors. Data was collected using
self-administered structured questionnaire from 280 SME’s in North-western Nigeria.
The data was analysed with Partial Least Squares Structural Equation Modelling
(PLSSEM) technique. The findings revealed that innovation capability has significance
positive relationship with firm performance. In addition, the findings also rav@i that
innovation capability is a significant SMEs success factor hence, stressi.ng @portance
of organizations innovation capability in rising the performance o(@%’ore so, the
finding is in line with the assertion of a scholar who posited tha@ﬁ%ation capability can
influence firm performance. The necessary prerequisiteé*fg%\driving firm performance
defends on well-designed, developed, and im le. %d innovations which play the
important roles in bringing new ideas, impro Q\

L]
increase performance’’. C ‘\\*

, reduction in cost of production and

A scholar used data collected fr 4 large and medium sized Croatian companies with
more than 100 employeesx)examine innovative capabilities, firm performance and
foreign ownership. &@Jﬂs proved that companies with more developed innovative
capabilities e‘% higher performance levels, but that there is no difference in
innova% bilities between large and medium-sized companies. On the other hand,

sized companies have slightly higher levels of sales growth and increase in
market share. Also, companies in foreign ownership are better at development of new
products and new production methods, and they have higher levels of sales growth,

market share and increase in market share”s.

A scholar examined the relationships between different types of Innovation and firm

Performance and the Mediating Effect of Radical and Incremental Innovations on these
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Relationships. Survey data was collected from 334 SME manufacturing companies in
Kano state. The study found positive significant relationships between administrative
innovation, process innovation & product innovation and firm performance (profitability,
sales growth, market share, satisfaction and firm competitiveness). Abiodun’s finding is

consistent with prior researches®.

A scholar examined Effective sense-and-respond strategies: Mediatin;:&\g%s of
exploratory and exploitative innovation among 150 firms in Vietnam® acturing &
Service industries. The scholar opined that exploratory and exploﬁ innovations are
salient modi-operandi through which the effects of tech:%%r znsing and market-
sensing capabilities affect firm financial performa@amining the new product
innovation-performance relationship: Optimiz'%@ole of individual-level creativity
and attention-to-detail focusing on 150 Ipd@lanufacturing firms in Tech & Chemicals.
Study revealed that individuals need tCe_g)gage at high levels of creativity and attention-

to-detail when seeking to imp ¢ firms' pursuit of new product innovation as a

contributor to financial pert%g?nceloo.
"

A scholar, whic @%m Influence of innovation capability and customer experience,
collecting d&form 606 customers of retail firms, discovered that both technical
innovation_capability and non-technical innovation capability modifies the effect of
@ex demographics on loyalty and reputation. Some scholars examined innovation
and business success: The mediating role of customer participation. The main purpose of
this study is to advance the marketing literature by untangling the relationships among
innovation capability, customer participation, service quality, and firm performance
(Sales, market share & profitability). Result show that customer participation does not

directly influence firm performance. This finding is in line with a theoretical contention
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that customer participation may result in opposite effects on speed to market!°!.
Specifically, customer participation activities have no or even negative impact on firm
performance because bringing customers into collaboration activities may reduce the

efficiency and increase the timelines!®2,

Studied Synergy effects of innovation on firm performance among 856 firms. Result
revealed that exploration and exploitation orientations have positive impacts:&oduct
innovation and process innovation respectively which have positive imj @ﬂ the firm's
performance. Product differentiation: a tool of Competitive advantage and optimal
. ”
Organizational performance (a study of Unilever Nigeria P%}{&ﬂ ecting data from 323
respondents based in Ota, Ogun state were selected ba@he simple random sampling
technique. Finding indicates that there is a sig{ﬁ@\relaﬁonship between new product
innovation of an organization and its cu.st@satisfaction. Similarly, indicate that there
is a significant relationship betwe ng product features of an organization and its
customer satisfaction. There is Q) ficant relationship between higher product quality

and the sales growth of an c@zationlog.
"

Some scholars @)@% innovation Capability and Firm Performance Relationship: a

Study of %ﬁguctural Equation Modelling, comprising of 280 SMEs owners/managers
in North-

stern part of Nigeria. The outcome of the structural model shows that there is
s@gnt positive relationship between innovation capability and firm performance
(market share, profit, sales growth, customer acquisition). Some scholars examines the
role of innovation on performance of firms on the Nigerian Stock Exchange. The central
objective of the paper was to look at the relationship between innovativeness and firm
performance in Nigeria. 60 firms were purposively selected out of a targeted population

of 176 firms listed in the Nigerian Stock Exchange with financial returns as at August,
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2014. Innovation was found to have negative relationships with both returns on assets,
and returns on equity. This result suggests that, in Nigeria, like in Kenya, innovation has
been widely adopted and practiced, but it was yet to have positive relationship with

returns on assets and returns on equity in Nigeria! %!,

The finding of scholars posit that innovation capabilities affect service quality through
customer participation. This new insight implies that firms that place thei@ts on

applying their knowledge and skills to implement innovation activities @ engage in
res

customer participation activities. This finding reinforces scholar’s mmendation that

from a strategic viewpoint, firms may want to encourage p@p ;z)n in production by
customers who have a strong relationship with the .ﬁg&& study's findings also show
that customer participation enhances service q@@ese results support the view that
being a firm—customer linking asset, cus.to@mticipation is a contingency variable that
firms can embrace in managin 1Q(_))'ation activities”. In particular, innovation

capabilities are a necessary but sufficient condition for superiority in performance

and the potential value of inflgvation capabilities is realized through effective customer

"
participation''2, &

A scholar e%q'ped the interaction between organizational learning, innovativeness and
Financial\Performance of 350 Small and Medium Enterprises in Nigeria. Study revealed
f@ganizational innovativeness has no relationship with financial performance. Some
scholars examined the relationship between innovation and firm performance: An
empirical evidence from Turkish automotive supplier industry among 240 Automobile
supplier in Turkey. Study discovered that out of the four types of innovation, only product

and process innovation positively and significantly affect firm performance®®.
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Some scholars examined Effects of sales force market orientation on creativity,
innovation implementation, and sales performance among 153 sales managers. Results
indicated that the effect of sales force creativity on performance is fully mediated by
innovation implementation, which can be bolstered by an innovative organizational
culture. A researcher examined the Effective sense-and-respond strategies: Mediating
roles of exploratory and exploitative innovation. Studying 150 CEO & General Manager
of B2B firms in Vietnam both in Manufacturing & Service industry. Bes @als that
exploratory and exploitative innovations are salient modi-operand%}ﬁg which the

effects of technology-sensing and market-sensing capabilities a firm performance’®.

S

Some scholars examined the Effects of Innovation %%;Sformance of Manufacturing
SMEs in Nigeria, The study sampled a total @/IES in textile/leather/apparel and
footwear subsector; wood/furniture and \@works subsector; and domestic/industrial
plastic and rubber subsector in Sou \AQt_ejn Nigeria. The hierarchical regression analysis
results revealed that process in n and organizational innovation positively impacts
firm performance signiﬁcaMowever, product innovation and market innovation did
not have significant @gn firm performance (Sales revenue). This is consistent with

researcher’s tgnx as their study revealed that marketing innovation had insignificant

positiva@ on performance®.

Q

@.\ccess of any organization can be measured by the performance of workers in such
an establishment®. This gives such an establishment the ability to put in their very best in
a way that it will benefit their organization towards meeting the set goals and objectives.
The relationship between innovation capability and organizational performance has been
theoretically and practically investigated. Organizational performance is regarded as a

vital sign of the organizations showing how well activities within a process or the outputs
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of a process achieve a specific goal®. It is a process of assessing progress towards
achieving predetermined goals, including information on the efficiency by which
resources are transformed into goods and services, the quality of these outputs and
outcomes, and the effectiveness of organizational objectives. Based on the research that
was carried out, emphasis is been laid on meeting the goals and objectives of the
organization. It serves as the fulfilment of intended mission of an organizatien (v&ich is
obtained through good management, persistent efforts and superior govern 6&1 order to
achieve goals making use of multiple performance which incfﬂ%Xe ponsiveness,

flexibility, cost, productivity, asset efficiency utilization and reb@ty%.

&

Theoretical and Practical studies undertaken of thesg m%ﬁs suggests that the innovation
process involves the transformation of Valug%%}vledge into added value for the
organization. A related study researched i%ql&he technological innovation and Nigerian
banks performance: the assessn&(gﬁ\employee’s and customer’s responses, a
questionnaire survey with a s@e of 1,912 respondents'®. The result revealed that
technological innovation Nnced banks performance, customer’s satisfaction and
improvement in ba@:‘zability. Further studies are suggested to be carried out in
other sectors gf\ conomy. This study identified past researchers that has investigated
the mm@ effect of knowledge retention on the relationship between innovation
C and organizational performance as well as analyzed the various results which

emanate from other studies!!®.

In a similar research work carried out on innovation capabilities and small and medium
enterprises performance, an exploratory study, this study employed a qualitative research
method using an in-depth interview with eight owners/managers of Chinese

manufacturing SMEs. In its findings, it was revealed that product and marketing
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innovation capability have a significant impact on SMEs financial performance while
process and organizational innovation capabilities positively influence SMEs operational
performance. The study pointed out that the major determinants of innovation capability
involved availability of sufficient organizational resources, entrepreneurial orientation,
knowledge development and external networks. The result shows the contextual
moderating factors on the relationship between innovation capability andH»SMEs’

performance involved in internal factors!!®. : Qh}

An empirical study on the relationship between innovation capabilityrand performance.
. ”
The moderating effect of measurement was researched to@ﬂr hether performance
measurement moderates the relationship between _ 1 ation capability and firm
performance. This study was conducted throug@}ased survey in small and medium
sized enterprises (SMEs) with a total of sponses received from a sample of 2400.
Result shows consistent with predi tioQ_jhe link between innovation capability and firm
performance is significant in t ence of performance measurement. Performance
measurement can thus be um, a tool for improving the performance of SMEs through

'\
innovation capabili@ study suggested that the need for firms to be capable to

produce inno@s crucial for its success!?.

QQ
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2.4 Conceptual Model

Independent Variable
CG/IC DMB’s Performance

Corporate Governance (CG)
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e Ethical practice >
e Risk management
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e Customer satisfaction
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Figure 2.1: Conceptual Model @

0 CM] Model, 2023
'3

Source: Researcher’s C &

The figure 2.1@)®’§epresents the illustration model of the study describing the
interactio @een the independent variables (corporate governance and innovation
capab&y and dependent variable (performance) used in the study. The independent
@16 corporate governance is measured by risk management, ethical practice, and
transparency. While innovation capability is measured as management, product and
process innovation and this align literature. The dependent variable performance includes
sub-measures such as firm profitability, growth, and customer satisfaction. Ho represents
the various null hypotheses to be tested in this study. Hypothesis one (Ho1) tested the

effect of corporate governance dimensions on performance, hypothesis two (Ho2) tested
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the effect of innovation capability dimension on performance; hypothesis three (Ho3)
tested the combined effect of corporate governance and innovation capability on

performance of selected DMBs in Lagos State, Nigeria.
2.5 Summary of Gaps in Literature Reviewed

It is widely acknowledged that good corporate governance culture and sound.ina&\l/ation
capability framework instituted via the board of directors is essential t(@%‘}ain and
promote the interest of stakeholders and hence position the bankin, }P o a vibrant

financial system that enhance growth and economic prosperity f@igﬁrianslg,

Scholarly work have been done to substantiate .theﬁ@%ional relationship between
corporate governance and innovation capabilit m@gdnisaﬁonal performance in divers
sectors!*!1516_ Likewise empirical submis.si(@een made about corporate governance
and innovation capability relevance \for business survival and sustainability however
scholars have recommended the‘b for more studies on the performance effect of
corporate governance and Mtion capability in the banking sector especially after the

disruptions caused by %?npaging COVID-19 pandemic, the new naira design policy

of the CBN, ano@l}sldy removal.

Severall%lars have focused on different aspects of corporate governance practices and
n capability and their influence on performance in different sectors in both
developed and developing countries employing majorly quantitative methods, cross-
sectional survey, and expo-facto design?’2!?2. However, these studies have not focused on
how corporate governance (risk management, ethical practice, & transparency) and
innovation capability (management, product, & process) affects the performance of

deposit money banks even as scholars suggested that the gap be filled>*»?*. Bearing in
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mind the gaps identified above in existing literature and problems acknowledged
concerning the DMBs in Nigeria, this study intends to evaluate the effect of corporate

governance and innovation capability on performance of DMBs in Lagos State, Nigeria.
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Chapter Three
ALY
Methodology Q‘S\

This chapter classifies the research strategies to be adopted to e;%e the objectives
stated, research questions raised, and test hypotheses fom@gﬂin this study. The

methods to be employed will follow: the research déﬂ for this study, the study

Q

population, computation of sample size, samp éj@oique adopted, methods employed

li
to collect data, research instrument, validity gi 1ability of the research instrument and

method of data analysis. ( ‘\\'>

3.1 Research Design \)Q)(b,
A cross-sectional surv search design will be employed in this study to evaluate the

effect of corpo@%v ance and innovation capability on performance of selected
deposit n%\anks in Lagos State, Nigeria. The cross-sectional survey design enables
resea%er to collect data from respondents at a point in time to establish the aim of their
s@ More so, it is less cumbersome than a longitudinal survey design and several
scholars have found it appropriate for studies of similar nature!-2,

3.2 Population of the Study

The population of this study is one thousand, two hundred and twenty-eight (1,228)

employees of selected deposit money banks (Zenith Bank, Guaranty Trust Bank, First
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Bank of Nigeria, United Bank of Africa, Access Bank, Fidelity Bank, Wema Bank, First
City Monument Bank and Polaris Bank) headquarters in Lagos State. Lagos state is
chosen because it houses the selected banks head offices as well as being the commercial
hub of the country. The banks selected cut across all the categories of the deposit money
banks (first tier bank, second tier and third tier) in Nigeria and this suggests a fairly
representation of the industry, more so, the selected banks account for more tham80% of

D
market share of the industry in Nigeria®. . Q;K
S

Table 3.1: Population of the Selected Banks

[ ) “
S/N Money Deposit Banks Manager%x%thff Strength
s
1 Zenith Bank Plc 24@

2 Guaranty Trust Bank Plc \% 202
Access Bank Plc §J 95

(98]

4 United Bank Mlca Plc 211
4%'»

5 Firé])@%l 125

6

; él\delity Bank Plc 103
QQ First City Monument Bank Plc 97

8 Wema Bank Plc &3
9 Polaris Bank Ltd 71
TOTAL 1228

Source: Central Bank of Nigeria Publication, (2023)
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3.3 Sample and Sampling Techniques

The sample size was computed using the sample size determination table provided by .
At a 95% confidence level, 0.5% margin of error, and the population of 1228, the
appropriate sample size on the table is 306 (see table below). Hence, 306 c%ies of
questionnaire will be administered to the selected bank execu.tivesq'é:} senior

management staff. \

Table3:2: Sample Size Table ‘ 6%

Required Sample Size®

Confidence = 95% Confidence = 99%

Population Size hMargin of Error hargin of Error
5.0% 3.5% 2.5% 1.0% 5.0% 3.6% 2 6% 1.0%
10 10 10 10 10 10 10 10 10
20 19 20 20 20 19 20 20 20
30 28 29 =l=] 30 2o 29 30 30
50 a4 47 48 50 a7 48 49 50
75 63 (=1 72 74 &7 71 73 75
100 80 89 EE EE 87 o3 o6 29
150 108 126 137 148 122 135 142 149
200 132 160 177 196 154 174 186 198
250 152 190 215 244 182 211 229 246
300 1659 217 251 291 207 245 270 295
200 196 265 318 384 250 309 348 391
500 217 206 IF7T 4TS 285 365 421 485
G600 234 40 asz2 565 315 415 490 579
700 2as 370 481 653 341 462 554 672
800 260 396 526 739 363 503 515 63
1.000 278 440 G506 906 =00 575 727 243
1,200 291 ava 674 1067 427 536 827 1119
1,500 306 515 759 1297 480 712 o959 1376
2,000 563 869 1655 aos8 808 1141 1785
2,500 Erc] 597 o952 1984 s524 879 1288 2173
3.500 346 &41 1068 2565 558 977 1510 2890
5,000 357 &678 1176 azas 586 1066 1734 3842
7.500 265 710 1275 4211 610 1147 1950 5165
10,000 370 727 1332 4890 622 1193 2098 6239
25.000 378 760 1448 5939 646 1285 2399 Q972
50.000 381 T2 1491 BD56 655 1318 2520 12455
75.000 asz 776 1506 8514 658 1330 2563 13583
100,000 383 FV8 1513 8re2 659 1336 2585 14227
250,000 384 7a2 1527 o248 662 1347 2626 15555
500,000 284 783 1532 9423 663 1350 2640 16055
1,000,000 284 783 1534 9512 663 1352 2647 16317
2,500.000 384 == 1536 9567 663 1353 2651 15478
10,000,000 284 784 1536 o594 663 1354 2653 16560
100,000,000 384 784 1537 o503 663 1354 2654 16584
300.000.000 284 Fa4 1537 9503 663 1354 2654 16586

+ Copyright. The Rescarch Advisors (2005). Al rights reserved

The study will adopt stratified sampling which is an example of probability sampling

technique to select the sample from the population. First, the sample size was
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proportioned to know the exact number to draw from each bank based on their population.

This is followed by a stratified sampling technique. This is because the technique enables

researchers to capture key characteristics in the sample that appropriately reflect the unit

of analysis under study. Lastly, the simple random technique will be employed to pick

from each Strata (Executives and senior managers) in each selected bank on the

proportion calculated. Thus, to determine the proportion for each of the selected bank, the

following formula is adopted: .
%
_y
y O . »ﬁ'\
S
Where: AQ’}
H = Proportionate sample Size; ,®

N = Total population size of the study@

n = Sample size derived for the s@
Table 3.3 Proportionatﬁ%&ﬁ'ch Sampling

y = Total number of element for each stratug

&

A O\
S Banks ‘ \") b Proportion Executive Senior
/ é 6\’ ate sample Manageme Manageme
N Q size nt nt
1 Zenith Bank Plc 60 20 40
2 Guaranty Trust Bank Plc 50 16 34
3 Fidelity Bank Plc 26 9 17
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4 First City Monument Bank 24 8 16

Plc
5 United Bank of Africa Plc 52 17 35
6 Access Bank Plc 24 8 16
7 First Bank Plc 31 10 ) @

8 Wema Bank Plc 21 7 . E QO 14
9 Polaris Bank Plc 38 ° ,@“ 25

Source: Central Bank of Nigeria Publication, (2023.)&‘J

Q’Q
s@

3.4 Description of th@yarch Instruments

The study %k'employ the questionnaire as the instrument of data collection. The
questionnaire is adapted from existing literature. The adapted questionnaire allows for
z@ment of question items utilized in other studies to enable an objective measurement
and numerical analysis of data collected through surveys and confirmed suitable as
utilised by prior studies®. The questionnaire sources have been collected from extant
literatures as ®7%. The use of a structured questionnaire for this study is because, the
questionnaire allows the researcher to collect personal views of respondents on current

issues and it can reach a large pool of respondents within a short period.
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For the adapted scale, the questionnaire is a standardized scale that has been used by
authors on similar subject matter of this research in different contexts. The questionnaire
comprises two sections A and B. Section A comprised demographic variables of the
respondents, while section B comprised question items for both corporate governance,
innovation capability, and organisational performance. Furthermore, a six-poirxt&ikert-

O

type scale will be used for the questionnaire items in line with 8, Wiﬂ.l re %é options
ranging from: very high extent (6) to very low extent (1). The adv \s e six-point
Likert-scale type is that, it allows for better expression of the.ex@o?) respondent’s views
with no room for ambiguity. 6%\

3.5 Validity of the Research Instrument i Q

To validate the research instrument a pilot st&as conducted to spot research errors,
anomalies as well as to ensure consi@:}%}evance and proper understanding of the
research instrument. It was targeted(@h] 0% of respondents who corresponded to the study
sample as recommended by@e, the pilot study was carried out on selected executive

and senior managementsstaff,of Keystone Bank, Eco Bank, and Stanbic Chartered Bank

in Ibadan. The ‘e!ec@nzof these banks is because they share similar characteristics with

the banks;seé&ed for the study.

ut from the pilot study included, too many question items, lengthen questions
and 'somewhat cumbersome for respondents that participated, as it took an average of 10
minutes per respondent. Also, the response options were modified to reflect choices that
revealed the extent to which respondents reacted to each question, as such Very High
Extent, High Extent, Moderately High Extent, Moderately Low Extent, Low Extent, and

Very Low Extent was preferred. Upon completion of the pilot study, the validity and
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reliability of the research instrument was confirmed after a series of statistical tests were

administered on the data collected.

Face, content and construct validity test were carried out on this study to help confirm the
validity of the research instrument. For face and content validity, the research instrument
was certified by the researcher’s supervisor and experts in the field of corporate
governance to ensure validity of the questionnaire. Afterwards, irrelevant quq@h‘ were

deleted, leaving only questions that were directly relevant @oving the

administration time to make for willingness to participate in the study. For content
validity, the Kaiser Meyer Olkin (KMO) and Bartlett tes.%Qs ';ricity was used to
confirm that each question could elicit the required .da&%%in the Nigerian environment
after the adaptation of the questions. Table 34{6@1& validity of the construct as the
variable items had a threshold higher t.hq&S for KMO and lower than 0.05 for the

Q’\

Bartlett outputs.
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Table 3:4 Construct Validity

Variables KMO Bartlett AVE No of Composite

Test Items Reliability
Corporate 0.627 0.000 0.753 15 0.873
governance

e

Innovation 0.628 0.038 0.761 15
capability ,%\QO
: . N
Firm performance 0.659 0.000 0.812 é\\.l 0.943
XS
Source: Researcher’s Computation (2023) ‘ \ﬂ
From Table 3.4, it can be seen that the Kais er Olkin validity values are above 0.5

which is adjudged to be a good meas@he sampling adequacy. The closer they are to
1 the better but they are good anQé;E’ptable since they are above 0.6. With this, we can
accept that the measures sup the validity of the constructs. Bartlett’s test is valid when
the level of significa ‘%'ﬂess than 0.05°. The analysis of validity of the instruments

showed a high l@l‘pq significance at 0.000, which is less than 0.05.

WV

3.6 Reﬁ%‘y of the Research Instrument

bility of the instrument was further ascertained by subjecting the data from the
pilot study to the internal test of consistency. This was done by confirming that the
Cronbach Alpha’s coefficient above 0.7. The research instrument is reliable for the study
because the Cronbach’s alpha coefficient for the variables ranges from 0.713 to 0.877,

and are above the threshold of 0.7. The results are as reflected in Table 3.5
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Table 3.5 Cronbach’s Alpha Co-efficient Values of the Study Variables

Variables Cronbach’s Alpha Co- No of Rema
efficient Items rk
Corporate governance 0.729 15 Relia
ble

Innovation capability 0.873 15 &elia

%\%
S

. |
\ 6 Relia
&
Q>

Firm performance 0.814

ble

Source: Researcher’s Computation (2023)\)y

3.7 Method of Data Collection ( \A

Primary data collection source be utilized for this study. The advantage of using a
primary data source is b c%)it allows the researcher to collect accurate data from the
appropriate sour e@ provides the opportunity to understand the respondents’
better!®. The ig&/ data will be collected using a well-structured questionnaire adapted
from ef@%terature. A letter of introduction will be gotten from the department in an
e@g seek permission from each respective bank representatives, in order to intimate
the management of nature and significance of the study to their business and to seek
clearance to conduct the study at a stipulated time. The essence of this procedure is
because the approval of the human resource manager facilitates the questionnaire

administration and retrieval within reasonable time.
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The questionnaire will be administered to 306 Executives and senior managers from the
selected banks at the business premise in Lagos State. The copies of questionnaire will be
distributed both in person and by trained research assistants, with specific instructions on
the administration process which involved, administering copies of questionnaires to
regular staff and retrieving of the questionnaires from the respondents. Respondents will

be met in their offices, they will be briefed about the study and the questionnairgywill be

3.8 Methods of Data Analyses E

. ”
Descriptive and inferential statistics will be used to ana@ data collected. The

N

enable the study to come up

N
administered afterword. QS)&

rationale for using descriptive and inferential statistics 1
with empirical position about the issues under @ion. Descriptive statistics will be
used to analyse all the variables in the ﬁand to provide answers to the research
question. It will be presented in te sQfJbercentages, and mean. On the other hand, the
inferential statistics will be use &alyse the hypotheses of the study using multiple
regression for hypothesis Mo, and three. The multiple regression analytical tool is
preferred because thQ llow for two or more independent variables to be measured
against one dg{‘ t variable. The analysis was conducted on the Statistical Product for
Scienca@ns (SPSS) version 25 and the threshold of 0.05 level of significant was the
basi @' the acceptance or the rejection of the null hypotheses tested. This broad

statistical technique to be used for the inferential statistic is Ordinary Least Square.
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Chapter Four
Results and Discussion of Findings
This chapter offers the empirical results from the data analysis conducted, interpretation
of the findings, and discussions of the study results. The aim of this study is to examine
the effect of corporate governance and innovation capability on performance.@ected
DMBs in Lagos State, Nigeria. To achieve the objective of the studya t Qe}arch was
conducted through questionnaire which was used to obtain the 1%}(1 information.
Information regarding respondents’ demographic, response ratg("&g&hse to each variable
and test of hypotheses are presented in this chapter. Da@%\ysis was conducted using

the Statistical Product and Service Solutions (SPS@)H 24.0). The chapter ends with

&
&

A total of three hundred and%%b@ copies of questionnaire were administered, and two

the discussion of findings.
4.1 Demographic Data Analysis

hundred and ninety-onetz%l)\ copies were returned. After sorting the questionnaires 244
copies were cer@&uly filled and considered usable while 47 questionnaires are not
properly lléwnce unused. The useable questionnaire represented 79.1% response rate.
The h&lléﬂ)onse rate was recorded as the researcher administered the instruments with
‘@m of research assistants who put concerted efforts to regularly visit the respondents
to prompt the respondents to fill the questionnaire. The response results are presented in

Table 4.1 and the demographic data for the respondents are presented in Table 4.2.
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Table 4.1: Response Rate

Response Rate: Employee of Money Deposit Frequency Per cent
Banks (%)
Returned and used 244 79.9%
Questionnaire not used 62 ¢ ,{@%
No of distributed Questionnaire 306 . Qg) 100%

-

.6'»

Table 4.2: Demographic Characteristics of Respond &

Source: Field Survey Data (2023)

A
Variables Category @" Frequen Percenta

g S& cy ge
Gender Male \\ 3 121 49.6%
Féma 123 50.4%
Age yrIs 38 15.6%
1-40yrs 99 40.6%

4%.3 41-50yrs 72 29.5%
‘Q 51-60yrs 28 11.5%

C) 61 and above 7 2.9%

Educatiorfal Ceyel Bsc/HND 131 53.7%
MA/MBA/Msc 87 35.7%

Q M.Phil/PhD 24 9.8%

Year of Experience Below 10yrs 86 35.2%
11-20yrs 91 37.3%

21-30yrs 44 18.0%

31-40yrs 23 9.4%

Job level Top management 50 20.5%
Middle management 101 41.4%
Lower Management 92 37.7%
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Source: Field Survey Results (2023)

This section consists of background and respondent’s information that describes basic
characteristics such as age of the respondent, gender of the respondent, marital status,
experience, level of education, highest educational level, and current management level.
To this effect, the results are presented in Table 4.2.

Table 4.2 presents the demographic and personal profile of respondents usedcfor this
study. Profile of gender indicated that 121 respondents representing.495%)~96re male
while 123 respondents representing 50.4% were females, indica@t most of the
respondents were female. The age profile revealed that 38@6hdents representing
15.6% were between ages 20-30 years, 99 respondents re@ ting 40.6%, were between
31-40 years, 72 respondents representing 29.5@61’6 between 41-50 years, 28

respondents representing 11.5% were be 51-60 years and 7 respondents

representing 2.9% were 61 and above.(j\\'

Furthermore, 131 respondents re ting 53.7% indicated to have had B.Sc./HND, 87
representing 35.7% had wBA/MSc and 24 respondents representing 9.8% had
M.Phil./PhD. As re ‘%?ars of experience, 86 respondents representing 35.2% were
below 10 year@ respondents representing 37.3% were between 11-20 years, 44
respon: Qpresenting 18.0% were between 21-30 years and 23 respondents
r @ing 9.4% were between 31-40 years. Finally, with Job level; 50 respondents
&enﬁng 20.5% were top management, 101 respondents representing 41.4% were

middle management and 92 respondents representing 37.7% were lower management.
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4.2 Presentation of Data

This section involves presenting data collected for each of the variable of this study in

terms of the descriptive statistics

Table 4.3: Descriptive Analysis of Responses on Risk Management . Cb,

Level of Agreement (n=244) QS){ Average
Risk VHE HE MHE ‘!% Mean
Management . %.\

.cf\\

Risk 45.5% 37.3% 9.4% Q}%" 1.2% 1.2% 5.12
Assessment ,®
Understands 37.3% 46.7% Q 1.6% 0.4% 0.8% 5.10
its risks C;\\'
Minimization 30.7% 48.4% 14.3% 3.7% 0.4% 0.8% 4.96
of risk w%
Mitigate Risk 2 9 47.5% 17.6% 4.9% 1.2% 0.4% 4.86
Avoid Risk @64 38.9% 10.2% 5.3% 2.0% 1.2% 5.00

Grand @ 5.008

%@Fféld Survey Data (2023)
ab

4.3, shows that 45.5% of the respondents rated the risk assessment of the
organization at a very high extent, 37.3% indicated high extent, 9.4% moderately high
extent, 3.7% indicated moderately low extent, 1.2% indicated low extent while 1.2%
indicated very low extent. On average, the respondents indicated that the risk assessment
of the organization is high with a mean of 5.12.The results also indicated that 37.3% of

the respondents’ organization understands its risk at a very high extent, 46.7% indicated
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high extent, 11.5% moderately high extent, 1.6% indicated moderately low extent, 0.4%
indicated low extent while 0.8% indicated very low extent. On average, the respondents
indicated that the organization understand its risk with a high mean of 5.10. Also 30.7%
of the respondents’ organization minimize risks at a very high extent, 48.4% indicated
high extent, 14.3% moderately high extent, 3.7% indicated moderately low extent, 0.4%
indicated low extent while 0.8% indicated very low extent. On average, the sespandents
indicated that the organization minimize risk with a high mean of 4.96. . Qh}\
The results also indicated that 26.6% of the respondents’ organizaf%nqiglte risk at a
very high extent, 47.5% indicated high extent, 17.6% me 1Y) high extent, 4.9%
indicated moderately low extent, 1.2% indicated low e@%}hile 0.4% indicated very
low extent. On average, the respondents indicated. t the organization mitigate risk is
high with a mean of 4.86. Last on the @ table, 40.6% of the respondents’
organization avoid risk at a very k@\%e t, 38.9% indicated high extent, 10.2%
moderately high extent, 5.3% indic moderately low extent, 2.0% indicated low extent
while 1.2% indicated Very%%ﬁtent. On average, the respondents indicated that they
understand its risk is E@Vﬂth a mean of 5.00. The grand mean for risk management is
5.008 which inc@t)@h on average, respondents agreed with most of the statements on

the as it rela; \o how the organization manages risk.
g g

Table 4.4% Descriptive Analysis of Responses on Ethical Practices
N

\} Level of Agreement (n=244) Average
Ethical VHE HE MHE MLE LE VLE  Mean
Practices
Legal 43.9% 45.9% 6.1% 1.6% 0.4% 0.4% 5.23
Compliance
Sanction 31.1% 55.7% 9.0% 1.6% 0.4% 0.4% 5.08
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Unethical

practice

Ethical 30.7% 48.4% 14.8% 2.9% 1.2% 0.4% 4.97
Awareness

Reward for 27.9% 45.5% 19.3% 3.3% 1.6% 0.8% 4.86
Professional

conduct

Display of 32.4% 51.6% 10.7% 2.5% 0.8% {@4% 5.05
Professionalism . &

Grand Mean @% 5.038
Source: Field Survey Data (2023) 7

[ ) “
Table 4.4, shows that 43.9% of the respondents rated \}egal compliance of the

organization at a very high extent, 45.9% indicated h@%ﬁxtent, 6.1% moderately high

\

extent, 1.6% indicated moderately low exten@ o indicated low extent while 0.4%

indicated very low extent. On aver%é\s\ﬁ&f respondents indicated that the legal

compliance of the organization is h Qﬂ)l a mean of 5.23. The results also indicated that

31.1% of the respondents’ orga@on sanction unethical practice at a very high extent,

55.7% indicated high e eb%% moderately high extent, 1.6% indicated moderately
»

low extent, 0.4‘7§:@%
1

the respondeﬁnt{)

mean 01%. Also 30.7% of the respondents’ organization’s ethical awareness at a very

ow extent while 0.4% indicated very low extent. On average,

icated that the organization sanctions unethical practice with a high

@Qent, 48.4% indicated high extent, 14.8% moderately high extent, 2.9% indicated
moderately low extent, 1.2% indicated low extent while 0.4% indicated very low extent.
On average, the respondents indicated that the organization’s ethical awareness is high
with a mean of 4.97.

The results also indicated that 27.9% of the respondents’ organization reward for

professional conduct at a very high extent, 45.5% indicated high extent, 19.3%
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moderately high extent, 3.3% indicated moderately low extent, 1.6% indicated low extent
while 0.8% indicated very low extent. On average, the respondents indicated that the
organization reward professional conduct is high with a mean of 4.86. Last on the results
table, 32.4% of the respondents’ organization display professionalism at a very high
extent, 51.6% indicated high extent, 10.7% moderately high extent, 2.5% indicated
moderately low extent, 0.8% indicated low extent while 0.4% indicated very Jow@xtent.
On average, the respondents indicated that their organization’s display.pr é&s}gkalism is
high with a mean of 5.05. ‘%\

The grand mean for ethical practices is 5.038 which .i €S that on average,
respondents agreed with most of the statements on the &%)\as it relates to the ethical
practices of their organization. '.Q\Q

Table 4.5: Descriptive Analysis of Respo&e Transparency

Level of Agreemén k\244) Average

Transparency VHE Hg}‘ MHE MLE LE VLE Mean
»

Establishes 39.8% Q4)8.0% 8.6% 1.6% 0.4% 0% 5.18
due Process "
Adhere to @% 54.9% 7.8% 1.2% 0% 0.4% 5.14
Regulation C)
Open Q 26.2% 48.8% 19.7% 3.3% 0.4% 0% 491
organjzational
=
Performance 35.7% 43.9% 13.5% 4.9% 0.4% 0% 5.03
appraisal
Reward- 22.1% 51.2% 19.3% 4.9% 0.4% 0.4% 4.82
Objective
alignment
Grand Mean 5.016

Source: Field Survey Data (2023)
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Table 4.5, shows that 39.8% of the respondents rated that the organization establishes due
process at a very high extent, 48.0% indicated high extent, 8.6% moderately high extent,
1.6% indicated moderately low extent very and 0.4% indicated low extent. On average,
the respondents indicated that organization establishes due process is high with a mean of
5.18. The results also indicated that 34.0% of the respondents’ organization adhere to
regulation at a very high extent, 54.9% indicated high extent, 7.8% mode-rage& high
extent, 1.2% indicated moderately low extent and 0.4% indicated very %\tent. On
average, the respondents indicated that the organization adhere to @}0 with a high
mean of 5.14. Also 26.2% of the respondents’ organization’s G&s&stem at a very high
extent, 48.8% indicated high extent, 19.7% moderate@%h\ extent, 3.3% indicated
moderately low extent and 0.4% indicated low @ On average, the respondents
indicated that the organization’s open system is high with a mean of 4.91.

The results also indicated that 35 ,7@0&1 respondents’ organization performance
appraisal at a very high extent, 48.9% indicated high extent, 13.5% moderately high
extent, 4.9% indicated modéﬁt%low extent and 0.4% indicated low extent. On average,
the respondents indicated%at the organization performance appraisal is high with a mean
of 5.03. Last dn t@hgsults table, 22.1% of the respondents’ organizations reward-
objective li%hent at a very high extent, 51.2% indicated high extent, 19.3% moderately
high %te s 4.9% indicated moderately low extent, 0.4% indicated low extent while 0.4%
@ted very low extent. On average, the respondents indicated that their organization’s
reward-objective alignment is high with a mean of 4.82. The grand mean for transparency
is 5.016 which indicates that on average, respondents agreed with most of the statements

on the high scale as it relates to the transparency of their organization.
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Table 4.3 Descriptive Analysis of Responses on Innovation Capability

Product Level of Agreement (n=244)
Innovation:

VH HE MH ML LE VL Mea

E E E E n
Provide 17.5 79.3 0.0 0.0 32 0.0 3.14
clients with % % % % % % ‘\('b
services that éy
offer unique - .\QO
benefits N
superior  to \%“
those of ;.@\
competitors . AQ

Na N
Actively 54.8 37.9 o.o\b\ao 73 0.0 3.48
carries out its % % 0% % % %
work on ( )\\‘
developing E
it ‘b'>
existing new %
products. \)
_——

Enhance the 2% 75.0 0.0 0.0 3.2 0.0 3.19
range of our @ % % % % %
products Qx
releas
0
Deli¥er new 29.0 66.7 0.0 0.0 4.3 0.0 3.25
products that % % % % % %
are
technological
ly driven
See new 39.0 54.6 0.0 0.0 6.5 0.0 3.33
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product % % % % % %
development
as a critical
success factor
Grand mean 0.0 0.0 3.28
for Product % %
Innovation
A
Process Q’}:’
Innovation: :’ :\QO
Reduce the 34.4 60.5 0.0 0.0 51 [ 00 3.29
o
developing % % % % | ° i% U
time of new ‘@
N\
products
D

Actively 23.1 74.7 0.0\ 0.0 2.2 0.0 3.21
adjust  its | % % . ;)6 % % %
business ( \r)
processes (§>
Develop an 36.8 \? 0.0 0.0 4.3 0.0 3.33
in-house % 4] % % % % %

] o )
solution to '{23
improve ( Q)

: X
business Q\;
serviceg%

o\

in 7.5% 89.2 0.0 0.0 32 0.0 3.04

offering % % % % %
product
according to
market
demand
Use creative 384 55.1 0.0 0.0 6.5 0.0 3.32
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means to
deliver
products  to
our

customers

%

%

%

%

%

%

Grand Mean
for  Process

Innovation

0.0
%

0.0
%

3.24

Organizatio
nal

Innovation:

Adopts
innovative

work designs

26.3
%

69.4
%

0.0
%

0.0
%

322

Use
technology to
drive
organizationa

1 process

23.1
%

5.1
%

0.0
%

3.18

Perform
than

our x

compef%
t@nner
of developing

new

better

managerial

works

0.0
%

0.0
%

1.1
%

0.0
%

3.27

Successfully
commercializ

€ new

38.7
%

573
%

0.0
%

0.0
%

4.0
%

0.0
%

3.35
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management

processing

Constantly 33.1 64.0 0.0 0.0 3.0 0.0 3.30
train staff on % % % % % %
new

management

Processes

QN
Grand Mean 0.0 0.0

%)
for % % «&\QO 4

Organization N
)

al Innovation . ‘
N

Grand mean . 3.32
for  Market ° 4 4

Innovation \5&

Decision rule 1.00 — 1.49= strongly dlsagr@SO 2.49= disagree, 2.50 — 3.49 = agree,
3.50-4.00= strongly agree.

Note: SA-Strongly Agree, A-Agr@Disagree, SD-Strongly Disagree
Source: Field Survey Resu 23)
°

According to results in Table 4.3, 17.5% of the respondents strongly agree that provide
clients with services that offer unique benefits superior to those of competitors, 79.3%
agree and 3.2% disagree. On the average, the respondents indicated that provide clients
with services that offer unique benefits superior to those of competitors has a mean of
3.14. Results also showed that 54.8% of the respondents strongly agree that actively
carries out its work on developing existing new products, 37.9% agree and 7.3%
disagree, On the average, the respondents indicated that actively carries out its work on

developing existing new products has a mean of 3.48.
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Results also showed that 21.8% of the respondents strongly agree that enhance the range
of our products released annually, 75.0% agree and 3.2% disagree. On the average, the
respondents indicated that enhance the range of our products released annually has a
mean of 3.19. Results also showed that 29.0% of the respondents strongly agree that
deliver new products that are technologically driven, 66.7% agree and 4.3% disagree.
On the average, the respondents indicated that deliver new products that are
technologically driven has a mean of 3.25. Results also showed that 39.0% of the
respondents strongly agree that see new product development as a critical success factor,
54.6% agree and 6.5% disagree. On the average, the respondents indicated that see new
product development as a critical success factor has a mean of 3.33 and Product

Innovation has a grand mean of 3.28.

Results in Table 4.3, 34.4% of the respondents strongly agree that reduce the developing
time of new products, 60.5% agree and 5.1% disagree. On the average, the respondents
indicated that reduce the developing time of new products has a mean of 3.29. Results
also showed that 23.1% of the respondents strongly agree that actively adjust its
business processes, 74.7% agree and 2.2% disagree. On the average, the respondents

indicated that actively adjust its business processes has a mean of 3.21.
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Results showed that 36.8% of the respondents strongly agree that develop an in-house
solution to improve business services, 58.9% agree and 4.3% disagree. On the average,
the respondents indicated that develop an in-house solution to improve business services
has a mean of 3.33. Results showed that 7.5% of the respondents strongly agree that
flexible in offering product according to market demand, 89.2% agree and 3.2%
disagree. On the average, the respondents indicated that flexible in offering product
according to market demand has a mean of 3.04. Results also showed that 38.4% of the
respondents strongly agree that use creative means to deliver products to our customers,
55.1% agree and 6.5% disagree. On the average, the respondents indicated that use
creative means to deliver products to our customers has a mean of 3.32 and Process
Innovation has grand mean of 3.24.

Results in Table 4.3, 26.3% of the respondents stated strongly agree that adopts
innovative work design, 69.4% agree and 4.3% disagree. On the average, the
respondents stated that adopts innovative work design has a mean of 3.22. Results also
stated that 23.1% of the respondents strongly agree that use technology to drive
organizational process, 71.8% agree and 5.1% disagree. On the average, the respondents
stated that use technology to drive organizational process has a mean of 3.18. Results
also stated that 28.2% of the respondents strongly agree that perform better than our

competitors in the manner of developing new managerial works, 70.7% agree and 1.1%
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disagree. On the average, the respondents stated that perform better than our competitors
in the manner of developing new managerial works has a mean of 3.27. Results also
stated that 38.7% of the respondents strongly agree that successfully commercialize new
management processing 57.3% agree and 4.0% disagree. On the average, the
respondents stated that successfully commercialize new management processing has a
mean of 3.35. Results also stated that 33.1% of the respondents strongly agree that
constantly train staff on new management processes, 64.0% agree and 3.0% disagree.
On the average, the respondents stated that constantly train staff on new management

processes has a mean of 3.30 and Organizational Innovation has grand mean of 3.264.

Results in Table 4.3, 19.1% stated strongly agree that my business make changes in its
product appearance to sooth market preference, 79.0% agree and 1.9% disagree. On the
average, the respondents stated that my business make changes in its product appearance
to sooth market preference has a mean of 3.17. Results also stated that 43.3% of the
respondents strongly agree that my business constantly looks for new ways to deliver
our products to customer in a unique way, 53.5% agree and 3.2% disagree. On the
average, the respondents stated that my business constantly looks for new ways to
deliver our products to our customer in unique way has a mean of 3.40.

Results also stated that 33.3% of the respondents strongly agree that my business
implements new marketing methods to promote our products performance, 59.4% agree
and 7.3% disagree. On the average, the respondents stated that my business implements
new marketing methods to promote our products performance has a mean of 3.26.
Results also stated that 28.5% of the respondents strongly agree that my business makes
improvements in the manner obtain customer satisfaction, 70.45 agree and 1.1%

strongly disagree. On the average, the respondents stated that my business makes
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improvements in the manner obtain customer satisfaction has a mean of 3.26. Results
also stated that 56.2% of the respondents strongly agree that my business offers
opportunity for acquiring customer idea, 41.9% agree, 0.8% disagree and 1.1% strongly
disagree. On the average, the respondents stated that my business offers opportunity for
acquiring customer idea has a mean of 3.53 and Market Innovation has a grand mean of

3.324.

Table 4.7: Descriptive Analysis of Responses on Profitability ;‘ \\?0‘

Profitability Level of Agreement (n=244) Y Average
VHE HE MHE ML%:\\‘%E VLE Mean

Increase 26.6% 51.2% 18.0% . @JV 0.4% 0% 4.98

between \

2015 and QQ

2016 . \

Increase 17.6% 55.3% Qxl 1% 2.9% 0.8% 0.8% 4.80

between h

2016  and Q)(b'

2017 \)

Increase 17@“ 42.6% 33.6% 4.5% 0.8% 0.4% 4.66

between Q

2017 an%\

2018

I @ 23.4% 43.0% 25.8% 3.7% 1.6% 1.6% 4.75

2018 and

2019

Increase 18.9% 44.3% 25.0% 4.1% 2.9% 3.7% 4.56

between

2019  and

2020
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Grand Mean 4.750

Source: Field Survey Data (2023)
Table 4.7, shows that 26.6% of the respondents agreed that profit increased between 2015
and 2016 at a very high extent, 51.2% indicated high extent, 18.0% moderately high

extent,
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2.9% indicated moderately low extent and 0.4% indicated low extent. On average, the
respondents agreed that profit increased between 2015 and 2016 is high with a mean of
4.98. The results also indicated that 17.6% of the respondents agreed that profit increased
between 2016 and 2017 at a very high extent, 55.3% indicated high extent, 21.7%
moderately high extent, 2.9% indicated moderately low extent, 0.8% indicated low extent
and 0.8% indicated very low extent. On average, the respondents agreedst rofit
increased between 2016 and 2017 with a high mean of 4.80. Also Ql%}? of the

respondents agreed that profit increased between 2017 and 2018 ﬁ@y

42.6% indicated high extent, 33.6% moderately high extent, %mdicated moderately

igh extent,

low extent, 0.8% indicated low extent while 0.4% indica%» low extent. On average,
the respondents agreed that profit increased betwe@ and 2018 is high with a mean
of 4.66.

The results also indicated that 23.4‘%@)®espondents agreed that profit increased
between 2018 and 2019 at a ve igh extent, 43.0% indicated high extent, 25.8%
moderately high extent, 3.7@&% moderately low extent, 1.6% indicated low extent
while 1.6% indicated tow extent. On average, the respondents agreed that profit

increased betwee)@%% ;nd 2019 is high with a mean of 4.75. Last on the results table,
18.9% of;thé%wpondents agreed that profit increased between 2019 and 2020 at a very
teng; 4

high 6‘6

modetately low extent, 2.9% indicated low extent while 3.7% indicated very low extent.

4.3% indicated high extent, 25.0% moderately high extent, 4.1% indicated

On average, the respondents agreed that profit increased between 2019 and 2020 is high
with a mean of 4.56. The grand mean for profitability is 4.750 which indicates that on
average, respondents agreed with most of the statements on the high scale as it relates to

the profitability of their organization.
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Table 4.8: Descriptive Analysis of Responses on Firm Growth

Firm Growth Level of Agreement (n=244) Average

VHE HE MHE MLE LE VLE  Mean

Increase in Customer base 299% 557% 102% 2.0% 04% 0.8%  5.07
Acquire new customers 209% 55.7% 189% 12% 25% 0% 4.88
Branch Expansion 18.4% 41.4% 23.0% 12.3% 0.4% 3.7% \CN.SI

Increase customer service 16.4% 50.0% 262% 4.1% 1.6% - @ 4.70

'\
New product development 18.4% 48.0% 22.1% 7.4% @j’o 0.8%  4.67

. QQ} 4.766

Grand Mean

Source: Field Survey Data (2023) Q"

Table 4.7, shows that 29.9% of the resrzow ts agreed that the firm had an increase in
customer base at a very high extent SQ%\ndicated high extent, 10.2% moderately high
extent, 2.0% indicated moderateﬂé%w extent, 0.4% indicated low extent and 0.8%
indicated very low extentwaverage, the respondents agreed that the firm had an
increase in customer %? high with a mean of 5.07. The results also indicated that
20.9% of the res@ry‘ents agreed that the firm had acquired new customers at a very high
extent, indicated high extent, 18.9% moderately high extent, 1.2% indicated
ly low extent and 2.5% indicated low extent. On average, the respondents agreed
that’the firm had acquired new customers is high with a mean of 4.88. Also 18.4% of the
respondents agreed that the firm had branch expansion at a very high extent, 41.4%

indicated high extent,
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23.0% moderately high extent, 12.3% indicated moderately low extent, 0.4%
indicated low extent while 3.7% indicated very low extent. On average, the
respondents agreed that the firm had branch expansion is high with a mean of 4.51.

The results also indicated that 16.4% of the respondents agreed that the firm had an
increase in customer service usage at a very high extent, 50.0% indicated high extent,
26.2% moderately high extent, 4.1% indicated moderately low extent, 1.6% indiqa&d low
extent while 0.8% indicated very low extent. On average, the responde.nts é'ﬂ\that the
firm had an increase in customer service usage is high with a mea@%Last on the
results table, 18.4% of the respondents agreed that the fQA)ﬁhd a new product
development at a very high extent, 48.0% indicated higl@%\t, 22.1% moderately high
extent, 7.4% indicated moderately low extent, 2. : %dicated low extent while 0.8%
indicated very low extent. On average, the r@lents agreed that the firm had a new
product development is high with a @f .67. The grand mean for firm growth is
4.766 which indicates that on avera%,respondents agreed with most of the statements on

the high scale as it relates t@m growth of their organization.

Table 4.18: Descriptive , Amalysis of Responses on Customer Satisfaction

Customer HE PHE PLE LE VLE | Mean
Satisfaction )
Address cust@q (1.7 | (42.9%) | (28.3%) | (7.1%) |- - 4.79
ant & é %)
compliant
/\Q
Guaranty) customer | (17.9 | (57.3%) | (21.2%) | (3.5%) - - 4.90
0
feedback assurance %)
Offer unique value | (18.1 | (46.2%) | (25.0%) | (10.6%) |- - 4,72
o
proposition for all 70)
customers
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Delivering (17.9 | (35.8%) | (46.2%) |- - - 4.72
0

excellence banking %)

experience

Prioritize customer | (21.7 | (28.5%) | (31.9%) | (14.4%) | (3.5%) - 4.50
o

satisfaction 70)

Provide seamless | (50.0 | (25.2%) | (21.2%) | (3.5%) - - 5.22
0, °

virtual banking %) &

service . c%)

Grand Mean 4.69

Source: Field Survey Data (2022) . \%'\\’
According to results in Table 4.7. 25.2% of respon?eﬁs%@ry high extent that there
is product differentiation, 46.2% rated high ext t,@% rated partially high extent, and
21.2% rated partially low extent. On avera §e respondents indicated that there is
product differentiation has a mean of@ standard deviation is 1.057. Results also
indicated that 10.8% of responde?@led very high extent that there is product features,
42.9% high extent, 17.7%@ y high extent, 10.8% partially low extent, 10.6% low
extent, and 7.1% ve “extent. On average, the respondents indicated that there is
product feature@a mean of 4.11 and standard deviation is 1.423. Results also
indicated @ .9% of the respondents rated very high extent that there perception of
e uit@d fairness, 21.2% high extent, 42.7% partially high extent, and 14.2% partially
@xtent. On average, the respondents indicated that there is perception of equity and
fairness has a mean of 4.51 and standard deviation is 0.987.

Results also indicated that 21.7% of the respondents rated very high extent that there is
product/service quality, 42.9% high extent, 28.3% partially high extent, and 7.1%

partially low extent. On average, the respondents indicated that there is product/service

quality has
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a mean of 4.79 and standard deviation is 0.861. Results also indicated that 17.9% of the
respondents rated very high extent that there is product customization, 57.3% high extent,
21.2% partially high extent, and 3.5% partially low extent. On average, the respondents
indicated that there is product customization has a mean of 4.90 and standard deviation is
0.724. Results also indicated that 18.1% of respondents rated very high extent that there is
product reliability, 46.2% high extent, 25.0% partially high extent, and 10.6% partially
low extent. On average, respondents indicated that there is product reliability has a mean
of 4.72 and standard deviation is 0.883. Results also indicated that 17.9%(ef the
respondents rated very high extent that there is customer complaint responses 35.8% high
extent, and 46.2% partially high extent. On average, the respondents_indi¢dted that there
is customer complaint response has a mean of 4.72 and standard deviation is 0.750.

Results also indicated that 21.7% of respondents rated very ‘high extent that there is
customer feedback assurance, 28.5% high extent, 31.9%\partially high extent, 14.4%
partially low extent, and 3.5% low extent. On averagg;sespondents indicated that there is
customer feedback assurance has a mean of 4,50 and $tandard deviation is 1.089. Results
also indicated that 50.0% of the respondents, rated very high extent that there is customer
empathy, 25.2% high extent, 21.2% partially?high extent, and 3.5% partially low extent.
On average, the respondents indicated that there is customer empathy has a mean of 5.22
and standard deviation is 0.899~Ylie grand mean for customer satisfaction is 4.69 which
indicates that on average, réspondents agreed with most of the statements on the high
scale as it relates toshow customer satisfaction is an appropriate measure of
Organisational performiance with the overall standard deviation of 0.964. This implies

that the responsesswere clustered around the mean.

4.2.2 Hypothesis Testing

Restatement of Hypothesis One

Hol: Corporate governance dimensions have no significant effect on financial
performance of selected deposit money banks in Lagos State, Nigeria.

In order to test null hypothesis one, multiple regression analysis was used. In the analysis,
the values of financial performance were regressed on the values of each of the values of

corporate governance. The data for corporate governance (independent variable) was
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generated by summing responses of all items for ethical practice, risk management, and
transparency while that of financial performance (dependent) was generated by adding
responses of all items used to measure the variable. The regression test results are
presented in Tables 4.9.

Table 4.9: Summary of regression analysis for the effect of corporate governance on

financial performance of selected deposit money banks in Lagos State

Model Beta t Sig. R R? Adj. Anova °F

R? Sig

1
(Constant) 3935 12598 000  .205* 042 030 o 3.509(3,240)
. \ "
Ethical Practice -.021 -.191 849 @
Risk

Management @

174 1.969 049

Transparency .009 .091 928 . \%
G\

a. Predictors: (Constant), Corporate@euﬁance
b. Dependent Variable: Financi@formance

'\

ts of multiple regression analysis for the effect of corporate

Source: Researcher’s lji%&vey Results (2023)

Table 4.9 presen @‘%s

governance ncial performance of DMBs in Lagos State, Nigeria. Table 4.9
presen@%%el summary which establishes how the model equation fits into the data.
. R? was used to establish the predictive power of the study’s model. From the
results, corporate governance (ethical practice, risk management, and transparency) have
positive but weak statistically significant relationship with financial performance of

DMBs (R = 0.205, p<0.05).
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The Adjusted coefficient of determination (Adj. R?) of 0.030 shows that corporate
governance dimensions explained 3% of the variation in financial performance of DMBs
under study while the remaining 97% variation in financial performance is explained by
other exogenous variable different from corporate governance dimensions examined.
This result suggests that corporate governance dimensions inﬂuence. 3% %ancial
performance of DMBs in Lagos State, Nigeria. Table 4.9 presents t@s of ANOVA
(overall model significance) of regression test which rev that the combined
corporate governance dimensions have a significant eff%&%\ﬁnancial performance of
DMBS in Lagos State, Nigeria. This can be explai .ﬁ@the F-value (3.509) and low p-
value (0.016) which is statistically signiﬁc@S% confidence interval. Hence, the

result posited that corporate govema@jﬁ&p

their financial performance. 'é,

d by DMBs in Lagos State influenced

Furthermore, the results &%)ession coefficients which revealed that a positive
significant relative effee%ragz reported for risk management while ethical practice and
transparency sh@%i ificant relative effect. Further, the results reveal that at 95%
confiden risk management (B = 0.174, p= 0.049) of the DMBs in Lagos State
were %‘[i ically significant as the p-values were less than 0.05 and the t-values greater
@.96. The result also indicates that taking all other independent variables at zero, a
unit change in risk management will lead to a 0.174 increase in financial performance for
DMBs given that all other factors are held constant. Based on these results, this study
can conclude that corporate governance dimensions significantly influence the financial

performance of DMBs in Lagos State, Nigeria. On the strength of this result (4dj R’=
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0.030, F(3,240)3.509, p= 0.016), this study rejects the null hypothesis two (Hol) which

states that corporate

governance have no significant effects on financial performance of DMBs in Lagos State,

Nigeria.

®
O
S

ance of selected

Restatement of Hypothesis Two

Ho2: Innovation capability have no significant effect on financial perfo
. \ N

In order to test null hypothesis two, simple linear Je@on analysis was used. In the

deposit money banks in Lagos State, Nigeria.

analysis, the values of innovation capability @gressed on the values of financial
performance. The data for innovation capability (independent variable) was generated by

summing responses of all items u dQ,dwasure it while that of financial performance

(dependent) was generated by responses of all items used to measure the variable.

The regression test results Msented in Tables 4.10.
'\
Table 4.10: Summ@ gression analysis for the effect of innovation capability on

financial pert{;ﬂlce of selected deposit money banks in Lagos State

A O\
Model — “=x"Beta t Sig. R R2 Adj. Anova F(df)
Q b R? Sig
(Constant)! 2.981 7.790 .000 2872 082 079 0.000 21.734
(1,242)
Product
Innovation 213 2620 .000
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Process

1nnovation 198 4.196 .000
Management 344 4.662 .000
innovation

a. Predictors: (Constant), Innovation capability

b. Dependent Variable: Financial performance

Source: Researcher’s Field Survey Results (2023) @
Table 4.10 presents the results of simple linear regression analysi '@@% effect of
innovation capability on financial performance of DMBs in Lagoslse, Nigeria. Table
4.10 presents a model summary which establishes how the@ﬁeﬁluaﬁon fits into the
data. The R? was used to establish the predictive psm&@he study’s model. From the
results, innovation capability has positive but e%}ﬁatistically significant relationship
with financial performance of DMB.S \ = 0.287, p<0.05). The -coefficient of
determination (R?) of 0.082 shows @\iinovaﬁon capability explained 8.2% of the
variation in financial performan DMBs under study while the remaining 91.8%
variation in financial perfwce is explained by other exogenous variable different
from innovation cap ‘%'\examined. This result suggests that innovation capability
influence 8.2% Qﬁnancial performance of DMBs in Lagos State, Nigeria. Table 4.10
presents_t %sults of ANOVA (overall model significance) of regression test which
r @ that innovation capability has a significant effect on financial performance of
DMBS in Lagos State, Nigeria. This can be explained by the F-value (21.734) and low p-
value (0.000) which is statistically significant at 95% confidence interval. Hence, the
result posited that innovation capability adopted by DMBs in Lagos State influenced their

financial performance.
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Furthermore, the results of regression coefficients revealed management innovation had
a beta (B) value of 0.344 which suggest that a unit change in management innovation
will lead to a 0.344 increase in financial performance for DMBs given that all other
factors are held constant. Also, the results of regression coefficients revealed product
innovation had a beta (B) value of 0.213 which suggest that a unit change in product
innovation will lead to a 0.213 increase in financial performance for DMBs giverr&at all
other factors are held constant. Lastly, the results of regression coefﬁc@%&evealed
n

process innovation had a beta () value of 0.198 which suggest \1@ change in

process innovation will lead to . )\%'\

a 0.198 increase in financial performance for DMBs givégﬁall other factors are held
constant. In all, management innovation has the i % relative influence on financial
performance of DMBs in Lagos State, follow@product innovation capability and the
least is process innovation capability. é-)s%é hese results, this study can conclude that
innovation capability signiﬁcant@ﬂuences the financial performance of DMBs in
Lagos State, Nigeria. On thd{%th of this result (R?= 0.082, F(1,242)21.734, p= 0.000),
this study rejects the null\ hypothesis two (Ho2) which states that innovation capability
have no signiﬁc@)@c on financial performance of DMBs in Lagos State, Nigeria.
Restate né%}[ypothesis Three

Ho3: %rp rate governance and innovation capability have no joint significant effect on
@mance of selected deposit money banks in Lagos State, Nigeria.

In order to test null hypothesis one, multiple regression analysis was used. In the analysis,
the values of performance were regressed on the values of each of the values of corporate
governance and innovation capability. The data for corporate governance (independent
variable) was generated by summing responses of all items for ethical practice, risk

management, and transparency, innovation capability (independent variable) items for
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product, process and management innovation was summed up and that of financial
performance (dependent) was generated by adding responses of all items used to measure

the variable. The regression test results are presented in Tables 4.11.

&

N

Table 4.11: Summary of regression analysis for the effect)@gﬂ)orate governance

and innovation capability on performance of selected t money banks in Lagos
State \4
A\Q

R\, R? Adj. Anova F(df)

Model Beta t Sig.
@ R?  Sig

2,241(13.066)
2.769  6.992 '@oo 313* 098  .090  .000P

(Constant)!
Corporate .098 4%1!981 045
Governance Q
Innovation capab111t¥&CWbl 4.258 .000
a. Predic onstant) Corporate Governance, Innovation capability

b. Depéndent Variable: Performance

&e: Researcher’s Field Survey Results (2021)

Table 4.11 presents the results of multiple regression analysis for the effect of
corporate governance and innovation capability on performance of DMBs in Lagos
State, Nigeria. Table 4.11 presents a model summary which establishes how the model

equation fits into the data. The Adj. R?> was used to establish the predictive power of

the study’s model. From the results, corporate governance and innovation capability
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have positive but weak statistically significant relationship with the performance of
DMBs (R = 0. .313, p<0.05). The Adjusted coefficient of determination (Adj. R?) of
0.090 shows that corporate governance and innovation capability explained 9% of the
variation in performance of DMBs under study while the remaining 91% variation in
performance is explained by other exogenous variable different from those examined
in this study. This result suggests that corporate governance and innovation ca@ity

influence 9% of performance of DMBs in Lagos State, Nigeria. Table 4..11 ts the

results of ANOVA (overall model ‘%\

139



significance) of regression test which revealed that the combined corporate governance
and innovation capability have a significant effect on performance of DMBS in Lagos
State, Nigeria. This can be explained by the F-value (13.066) and low p-value (0.000)
which is statistically significant at 95% confidence interval. Hence, the result posited that
corporate governance and innovation capability adopted by DMBs in Lagos State
influenced their performance. . \cb'
Furthermore, the results of regression coefficients which revealesi t é& positive
significant relative effect was reported for corporate governance an: thon capability.
Further, the results reveal that at 95% confidence level, corporv@i)%rnance (B =0.098,
p= 0.045) of the DMBs in Lagos State were statistically@%can‘[ as the p-values were
less than 0.05 and the t-values greater than 1.96. L'. 1Se, the results reveal that at 95%
confidence level, innovation capability (f = 0,2 = 0.000) of the DMBs in Lagos State
were statistically significant as the p-@lﬁ@re less than 0.05 and the t-values greater
than 1.96. The result also indicates'@gt taking all other independent variables at zero, a
unit change in corporate g@nce will lead to a 0.098 increase in performance for
DMBs given that all oth%factors are held constant. Also, the result indicates that taking
all other indepe@)@a tables at zero, a unit change in innovation capability will lead to
a0.291 1 ré&in performance for DMBs given that all other factors are held constant.
Overaé m the results, innovation capability had the highest relative effect on the
@mance of DMBs in Lagos State, Nigeria with a coefficient of 0.291 and t value of
2.791, followed by corporate governance coefficient of 0.098, and t value of 1.981. Based
on these results, this study can conclude that corporate governance and innovation
capability significantly influences the performance of DMBs in Lagos State, Nigeria. On
the strength of this result (4dj R’= 0.090, F (13.066) 2,241, p= 0.000), this study rejects

the null hypothesis three (Ho3) which states that corporate governance and innovation
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capability have no significant joint effects on performance of DMBs in Lagos State,

Nigeria.

4.3 Discussion of Findings

The results of regression analysis for the effect of corporate governance and innovation
capability on performance of DMBs in Lagos State, Nigeria revealed that corporate
governance and innovation capability has a positive and significant effect peer&ce of

DMBs under investigation. Conceptually, the relevance of corporat§ g@@mnce is to

ensure that the going-concern status of the organisation is %ia eed. In addition,
'\

innovation capability can help organisation offer improve@ﬂ ts and services that
enhance customer experience, customer satisfacti%%ncrease patronage and the
sustainability of customer lifetime value. T@cation this narrative suggest that
corporate governance and innovation capa@g are internal factors that can enhance the
performance of organisation. Q_)\

Empirically, the finding of the found support in extant literature. For example, a
study conducted to establish” the relationship between innovation capabilitys and
corporate governan: ‘% “mercial banks in Kenya, posited that most of the banks had
incorporated the“warious parameters which are used for gauging innovation capabilitys
and cm@ governance. Hence, both internal organisational factors were strongly
T and their combined multiplier effect of organisational performance was
significant'. Fazli et al.? found that corporate governance as a positive effect on the
shareholders dividend for family-owned businesses Fazli et al.? findings corroborated * 4.
The study established that corporate governance explained the positive significant

variation in shareholder return and the overall performance of mid-sized enterprises in

Nigeria. Grace ° examined corporate governance and performance of financial institutions
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in Kenya. The results indicated that corporate governance has a statistically significant
influence on the performance of financial institutions. Also, Rao and Desta® examined
corporate governance and financial performance: A study with reference to commercial
banks in Ethiopia. As with many studies on governance Krishnan and Amin’equally
revealed that there is positive relationship between corporate governance and firm
performance. . cb’
O
&
This study found support in submission of extant literature on the‘ﬁ%}%? outcome of

firms that have ownership and can deploy innovation capab%ﬁor example, recent
literature aimed at investigating the effect of Innovation %@%}[y and Firm performance
among Nigeria Small and Medium Enterprises in ] %tors. The findings revealed that
innovation capability has significance positi@aﬁonship with firm performance. In
addition, the findings also revealed .Nﬁvaﬁon capability is a significant SMEs
success factor hence, stressing the'@portance of organizations innovation capability in
rising the performance of S@\/lore so, the finding is in line with the assertion of a
scholar who posited tbﬂ%irmovation capability can influence firm performance. The
necessary prer@i)@s for driving firm performance defends on well-designed,

developegE %\'mplemented innovations which play the important roles in bringing new

ideas, imprsovement, reduction in cost of production and increase performance®’.

A scholar used data collected from 264 large and medium sized Croatian companies with
more than 100 employees, to examine innovative capabilities, firm performance and
foreign ownership. The results proved that companies with more developed innovative
capabilities achieve higher performance levels, but that there is no difference in

innovative capabilities between large and medium-sized companies. On the other hand,
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medium-sized companies have slightly higher levels of sales growth and increase in
market share. Also, companies in foreign ownership are better at development of new
products and new production methods, and they have higher levels of sales growth,

market share and increase in market share”s.

A scholar examined the relationships between different types of Innovation % firm
Performance and the Mediating Effect of Radical and Incremental Innoy @%on these
Relationships. Survey data was collected from 334 SME manufa@égmpanies in
Kano state. The study found positive significant relationshi)&&/een administrative
innovation, process innovation & product innovation and&\mrformance (profitability,
sales growth, market share, satisfaction and firm c : %tiveness). Abiodun’s findings is
consistent with prior researches®. A scho @amined Effective sense-and-respond
strategies: Mediating roles of exploratéj@ ploitative innovation among 150 firms in
Vietnam Manufacturing & Servic%glustries. The scholar opined that exploratory and
exploitative innovations d\igﬂient modi-operandi through which the effects of
technology-sensing and&%aﬂ(et-sensing capabilities affect firm financial performance.
Examining the @% ct innovation-performance relationship: Optimizing the role of
individu -I%&creativity and attention-to-detail focusing on 150 Indian manufacturing
firms 6 h & Chemicals. Study revealed that individuals need to engage at high levels
c@ativity and attention-to-detail when seeking to impact the firms' pursuit of new
product innovation as a contributor to financial performance!.

A scholar, which focused on Influence of innovation capability and customer experience,
collecting data form 606 customers of retail firms, discovered that both technical
innovation capability and non-technical innovation capability modifies the effect of

complex demographics on loyalty and reputation. Some scholars examined innovation
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and business success: The mediating role of customer participation. The main purpose of
this study is to advance the marketing literature by untangling the relationships among
innovation capability, customer participation, service quality, and firm performance
(Sales, market share & profitability). Result show that customer participation does not
directly influence firm performance. This finding is in line with a theoretical contention
that customer participation may result in opposite effects on speed toe @(etlm.
Specifically, customer participation activities have no or even negatiye i on firm
performance because bringing customers into collaboration activ@a reduce the
efficiency and increase the timelines'%2, . @'\
)

Studied Synergy effects of innovation on firm p@gce among 856 firms. Result
revealed that exploration and exploitation ori&)ns have positive impacts on product
innovation and process innovation res@ﬁ@which have positive impacts on the firm's
performance. Product differentiati'%, a tool of Competitive advantage and optimal
Organizational performancd@dy of Unilever Nigeria Plc). Collecting data from 323
respondents based in Ot&%g}m state were selected based on the simple random sampling
technique. Finding Q.%'tes that there is a significant relationship between new product
innovatio (égmorganization and its customer satisfaction. Similarly, indicate that there
is a signifieant relationship between unique product features of an organization and its
(@her satisfaction. There is a significant relationship between higher product quality

and the sales growth of an organization

Some scholars examined innovation Capability and Firm Performance Relationship: a
Study of PLS-Structural Equation Modelling, comprising of 280 SMEs owners/managers

in North-western part of Nigeria. The outcome of the structural model shows that there is
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significant positive relationship between innovation capability and firm performance
(market share, profit, sales growth, customer acquisition). Some scholars examines the
role of innovation on performance of firms on the Nigerian Stock Exchange. The central
objective of the paper was to look at the relationship between innovativeness and firm
performance in Nigeria. 60 firms were purposively selected out of a targeted population
of 176 firms listed in the Nigerian Stock Exchange with financial returns as. atcﬁlllgust,

N

2014. Innovation was found to have negative relationships with both retﬂ%}in assets,

3\

and returns on equity. This result suggests that, in Nigeria, like in inhovation has
been widely adopted and practiced, but it was yet to have )@Ne relationship with

A
returns on assets and returns on equity in Nigeria. %
&

The finding of scholars posit that innovation @ilities affect service quality through
customer participation. This new insi .@s that firms that place their efforts on
applying their knowledge and skills@mplement innovation activities should engage in
customer participation activﬁ@%bis finding reinforces scholar’s recommendation that
from a strategic Viewpokxﬁrms may want to encourage participation in production by
customers who @/)@thﬂ)ng relationship with the firm. This study's findings also show
that cust @ﬁcipation enhances service quality. These results support the view that
being a fism—customer linking asset, customer anticipation is a contingency variable
‘@rms can embrace in managing innovation activities®’. In particular, innovation
capabilities are a necessary but not a sufficient condition for superiority in performance
and the potential value of innovation capabilities is realized through effective customer

participation
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However, contrary finding was observed in extant literature. For example, Bhattrai et al.
showed a contrary result compared to >3*3. According to the scholars who examined the
effect of corporate governance on financial performance of bank in Nepal. The study
showed that the board size and shareholder dividend have negative impacts the financial
performance of commercial banks in Nepal. Similar to Bhattrai et al.’, Olalekan, Lateef,
Irom, and Bulus!® evaluated the interactions of corporate governance dimensions_board
size and risk management on performance of listed deposit money bank.s i%;%}a. Their
findings revealed that liquidity risk is negative and has insigniﬁca‘@t on ROE and
EPS of the study banks in Nigeria. The results indicate that bo&ﬁ’ucmre; size, gender

diversity and ownership type have no significant impa@o% financial performance of

Ethiopian commercial banks. Q&

From the theoretical stand point Age@and the dynamic capability theories were

strengthened. Agency theory establ"@d that an effective principal-agent relationship has
the potential of enhancing\th%werall organisational performance given the agents
responsibility to the priﬂ%&&; Dynamic capability on the other hand stressed the need for
innovation to cc@)@w h changing market environment to stay competitive. Therefore,
on the st n%\f the support found in conceptual, empirical and theoretical submissions
in extant “literature with this present study’s result, the study posits that corporate
g@mnce and innovation capability have positive and statistically significant effect on

performance of DMBs in Lagos State, Nigeria.
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&

Chapter Five ‘%.\QO
. 6%

Conclusion

This chapter discusses the summary of the study, concl %, recommendations of the

study and suggestion for future studies. Q&
5.1 Summary C.J\\%

The aim objective of the study is'@,evaluate the effect of corporate governance and
innovation capability on pdxgr?dnce of selected deposit money banks in Lagos State,
Nigeria. The study hasﬁe’phapters to in an effort to achieve its main objective. The
introductory ck@)@p sented a detailed background to the study which widely
acknowle gé\hat good corporate governance and innovation capability framework
instityted In corporate organisation is essential to sustain and promote the interest of
®olders and hence position the banking sector into a vibrant financial system that
enhance growth and economic prosperity for Nigerians. Scholarly work has been done to
substantiate the functional relationship between corporate governance and innovation
capability on organisational performance in divers’ sectors. Likewise empirical
submission has been made about corporate governance and innovation capability

relevance for business survival and sustainability however scholars have recommended
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the need for more studies on the performance effect of corporate governance and
innovation capability in the banking sector especially after the the disruptions caused by
the rampaging COVID-19 pandemic and raising operating cost caused by global supply
disruption.

It is important to stress that the sector is battling with problems ranging from inefficient
service delivery, people’s distrust for the banking sector, rising bad loans, andc&ltreme
poverty which makes it difficult for the average Nigerian to deposit mone th\}ks. It is
against this backdrop of events that this study intends to evaluate \‘P%&:t of corporate
governance and innovation capability on the performance .of& Cted banks in Lagos
State, Nigeria. Qh}%\

In the second chapter, literature review of previo. elevant studies to the concept of
corporate governance, innovation capability, @rformance were reviewed. Corporate
governance dimension in this stuc(.-)ﬁéhl d risk management, ethical practices
transparency. Innovation capabilit measured by product, process, and management
innovation. Organisationa&ae%mance was measured using firm growth and firm
profitability. The empirk%&mview was done to capture the interaction between corporate
governance an@g owth and corporate governance, innovation capability and

organisat rformance. Specifically, the empirical review which was done based on
c1§

the S%'

cofporate governance, innovation capability and performance in selected Deposit Money

objectives of this study provided varying result regarding the effect of

Banks in Lagos State, Nigeria. The theoretical review considered two theories (agency

and dynamic capability theories) which are of specific relevance to this study.

On the methodology chapter,a cross-sectional survey research design was used for this

study to empirically evaluate the interactions between corporate governance, innovation
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capability and performance of selected deposit money banks in Lagos State, Nigeria. The
study employed the use of an adapted questionnaires to collected data from the
respondents after they were scientifically certified to be valid and reliable for the intended
purpose through the conduct of a pilot study. Both the descriptive and inferential statistics
were adopted. Specifically, the descriptive enhanced the analysis for all the study
variables and it provided answer to the specific research questions of the stud{@n the
other hand, the inferential statistics enabled the test of the three. @potheses
formulated in the introductory chapter; hypothesis one-three been 1%%6& analysis

Overall, the researcher ensured absolute obedience to ethical cq@?’ation.

S

The data analysis established the analytical techniqu@ed, interpretation of results
and discussion of the research findings. In al%f%\research questions, objectives and
hypotheses were formulated and tested. I}@a analysis was out carried in line with the
study’s specific objectives and hy%@}from which the patterns were investigated,
interpreted, and conclusions (@n Both descriptive and inferential statistics were
adopted to analyze the data. descriptive aspect of analysis was used to interpret the
respondents’ opinion®?hree research questions. Frequency distribution tables and
percentage pr;cs\gaﬁon approaches were employed in the analysis and interpretation of
data cd%@using the Statistical Product and Service Solutions (SPSS) version 24.0
Versi for the analysis. In addition, the research objectives one, and three, were
analysed through multiple regression analysis to substantiate the effects of corporate

governance, innovation capability and performance in selected DMBs in Lagos State,

Nigeria. Simple regression analysis was used to substantiate the second hypothesis.

The data generated were sorted, coded, and analysed to establish the statistical

significance of corporate governance, innovation capability, and performance in selected
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DMBs in Lagos State, Nigeria, and final acceptance or rejection of the hypotheses were
made. From the interpretation of analyses of data collected and findings of the study, the
following can be summed up as the main empirical findings of this study:

1. Corporate governance (risk management, ethical practices and transparency) have
significant effect on performance of selected DMBs in Lagos State, Nigeria (4dj R’=
0.030, F(3,240)3.509, p=0.016). . cb"

2. Innovation capability (product, process, & management innovation2 hé\?égniﬁcant

effect on performance of selected DMBs in Lagos State, 1%} R’= 0.082,

F(1,242)21.734, p= 0.000). . 6'\
3. Corporate governance and innovation capability have Q‘)@ned significant effect on
performance of selected DMBs in Lagos State, Nig}@dj R’=0.090, F (13.066) 2,241,

p=10.016).

5.2 Conclusion

Based on the empirical findi 1s study concluded that there was a statistically

significant effect of co:xo%awgovemance and Innovation capability on performance.
h

'\
Hence, the study es@ d that corporate governance and innovation capability have
significant effec the performance of selected Deposit Money Banks in Lagos State,
Nigeriaﬂ%Q
5.3 ;ecommendations

Based on the findings of this study, the following recommendations are made;
1. The contribution of corporate governance to performance is weak. It is imperative for the

corporate parent of the selected DMBs in Lagos State to pay attention to corporate
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governance activities to ensure that it helps improve performance for the DMBs under
investigation.

2. Innovation capability has weak contribution to the profitability of selected DMBs in Lagos State.
Concerted effort should be put on ground to aid the innovation capability infrastructure to
aid it capacity to enhance the DMBs to generate improved profitability and overall
performance Hence, capacity building that would enhance innovation capabilityxshould
be embarked upon on a long-term basis. . Qh}\

3. The study established that corporate governance and innovation capabili \?’% to explain
weak significant variation in performance of selected DMBsQ%L'agos State, Nigeria.
Hence, the study recommends the need to strengthened c@%ﬁa\te governance mechanism

investigated in the study and reinforce the innovatiw bility infrastructure so that both

can enhance the performance of the DMBs inyestigated.

The findings of this made @nt contributions to knowledge in the following ways.

5.4 Contributions to Knowledge

Based on the conceE weview done, this study offers immerse contribution to

knowledge conc@b@y

1. This stugé identified and filled conceptual gaps in literature regarding corporate
n¢

several ways.

gover@ dimension, innovation capability and performance.

2. T@onceptual model developed for the study suggest another area in which this study
has contributed to the body of knowledge conceptually because no known similar studies,
both theoretical and empirical, have utilised the model in their studies. Hence, adding to
models that can explain the link between corporate governance dimension, innovation

capability and performance selected money deposit banks in Lagos State, Nigeria.
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ii.

1il.

1v.

From the theoretical stand point Agency theory and dynamic capability theories were
strengthened as they provided a theoretical underpinnings for this study. Moreso it
because the findings of this study unhelp the outcome of the tenets of both theories.

The findings of this study concerning the effect of corporate governance and innovation
capability on performance of DMBs in Lagos State, Nigeria revealed that corporate
governance and innovation capability has a positive and significant effect perfowce of
DMBs under investigation. The empirical outcome of this study co @s to the
existing empirical findings in the area of corporate governance, innﬂ@%ability and

DMBs performance and equally served as a reference material f@tﬁre researchers.

A
)
5.5 Suggested Area of Further Research Studi@%

Future studies may consider the following suggestions

Future studies may consider a longit@aﬁm y to confirm and provide explanation of
causality for the interaction betwe%orporate governance and innovation capability on
bank performance over madg%e%é.

Given that this study foa%ed, solely on banking in Lagos State, future study may expand
the scope by i@a ing more States in Nigeria and other corporate governance
mechanis sé\nhance the generalization of the findings of this study,

Other _facters besides corporate governance and innovation capability can equally
@nce organisational performance; Hence, future studies may consider these factors to
establish their effects on performance.

On methodological basis, future study on corporate governance, innovation capability,

and performance may consider the adoption of other data analytical technique such as

structural equation model to provide additional support for the findings of this study.
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Lead City University Ibadan Oyo State
Department of Management & Accounting
Lead City University, School of Postgraduate Studies. %
Dear Respondent, \QO

As part of the requirement for MSc in Accounting, I am carrying out a study on
“Corporate governance, innovation capability, and perfor “of selected deposit
money banks in Lagos, State, Nigeria”. This research is pur& cademic purpose and
all information provided would be treated with utmostﬁg dentiality. Please tick the
option that best express your personal views. In amQ e you feel uncomfortable to

proceed you may withdraw your consent at no %’[.Q\

Thank you &
Kindly read the questions b@essing your opinion.

In section A, you are exg%tqgl to tick (V) in the space provided for your response

Section A: Dg{)g:)Aphic of Respondents

Genders ) Female ( )

Instructions:

@ents Age: 20-30years ( ), 31-40 ( ), 41-50 ( ), 51-60 ( ), 61 above( ),

. What is your highest educational qualification: B.Sc./HND ( ), MA/MBA/M.Sc. ( ),
M.Phil/Ph.D. () Others, (please specify)...........ccceviininn..

. Length of Service: Below 10 years ( ), 11-20 years ( ), 21-30 years ( ), 31-40 years (),
41-50 years ().

Section B:Corporate Governance:
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Please tick appropriate box according to the following keys: VHE= Very High Extent (6),
H= High Extent (5), MHE= Moderately High Extent (4), MLE= Moderately Low Extent
(3), LE= Low Extent (2) VLE= Very Low Extent (1).

A Risk Management

To what extent, does your VHE HE MHE MLE LE VLE
bank do the following

1 Conduct risk Assessment 6 5 4 3 &@ 1
o
2 Understands its risks 6 5 4 SANY 2 1
AR
3 Minimization of risk 6 5 4 V‘ 2 1

4| Mitigate Risk 6 SR RS N 2 [ 1
'V%\
5 Avoid Risk 6 5 3 2 1
P
Ethical Practice 6 5 4 3 2 1

To what extent, does your VHE HE MHE MLE LE VLE
bank observe the

following
1 Legal Compliance 6 6 5 4 3 2 1
~ (M
2 Sanction Unéthi 6 5 4 3 2 1
practice
&\\.\'
3 Ethical Awar 6 5 4 3 2 1
AQ
4 Reward Nor) Professional 6 5 4 3 2 1
co d&,
5 Di@;ray of 6 5 4 3 2 1
\ rofessionalism

Transparency 6 5 4 3 2 1

To what extent, does your VHE HE MHE MLE LE VLE
bank do the following

Establishes due Process 6 5 4 3 2 1

2 Adhere to Regulation 6 5 4 3 2 1
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3 Open organizational 6 5 4 3 2 1
system

4 Performance appraisal 6 5 4 3 2 1

5 Reward-Objective 6 5 4 3 2 1
alignment

Section C: Innovation Capability

The statement in this section concerns innovation capability as observed yo '\( Using

the six-point Likert-type scale provided below. Please tick the apprepri hoice that
indicates your opinion on innovation capability. \
O\
S/N Product Innovation: 6 5 % 1 03 2 1
With regards to product é
innovation, our bank is VHE HEQ\ MHE MLE LE VLE

able to: \.®

1 Provide clients with N\
services that offer unique

A
benefits superior to those Qj\\‘ )

of competitors N\
M

2 Actively carries out {Q
work  on dev@
existing new products’

'3

3 Enhance thé'tange of our
produgts released
annyal
DN

4 bver new products

at are technologically

Q) driven
N

See new product
development as a critical
success factor

Process innovation: QOur
bank is able to do the
following

1 Reduce the developing
time of new products
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Actively  adjust  its

business processes

in-house
improve

Develop an
solution to
business services

flexible in  offering
product according to
customer demand

Use creative means to
deliver products to our
customers

s
N

Management innovation:
through  organizational
innovation, our bank is
able to:

o

Adopts innovative work
designs

(@,

Use technology to drive
organizational process

Perform better than our'
competitors in t

manner of develo
new managerial wogks

A
Successfully \'3
commerciah new

management processing

CCSSES

5 c@}hﬂy train staff on
management
Q™

(\‘}

Section D: Organisational Performance
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Please tick appropriate box according to the following keys: VHE= Very High Extent (6),
H= High Extent (5), MHE= Moderately High Extent (4), MLE= Moderately Low Extent
(3), LE= Low Extent (2) VLE= Very Low Extent (1).

Profitability 6 5 4 3 2 1

To what extent can you rate VHE HE MHE MLE LE VLE
the Profit based on the
following

1 Increase between 2017 and

2018 '{b’

.
2 Increase between 2018 and . I

2019 A\;\’

3 Increase between 2019 and &

2020 P c:,\\,

4 Increase between 2020 and (i}v

2021 - Y

< .®
5 Increase between 2021 and &Q
2022
Y

Firm Growth 6 5 4 3 2 1

To what extent can you rate VHE HE MHE MLE LE VLE
the Firm Growth based on
the following

1 Increase in Cu»s(t\%ﬂaase

2 Acquire fie stemers

3 B r@&xpansion
4 Ié%ease customer service

<-\Qsage

9}

Y New product development

Customer Satisfaction 6 5 4 3 2 1

To what extent can you rate VHE HE MHE MLE LE VLE
the your bank based on the
following

1 Address customer compliant
swiftly
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2 Guaranty customer
feedback assurance
3 Offer unique value
proposition for all
customers
4 Delivering excellence
banking experience
5 Prioritize customer .
satisfaction ‘\(’b
O 7
6 Provide seamless virtual . 7
banking service a\;\
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