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Abstract

This study examines the impact of corporate governance on the financial performance of quoted
consumer goods companies in Nigeria, focusing on key governance elements such as board
composition, board diversity, audit committee independence, and board size. Using panel data from
2012 to 2022, the study employs both fixed and random effect regression models to analyze how
these corporate governance factors affect two key performance metrics: return on assets (ROA) and
return on equity (ROE). The Hausman test was conducted to determine the appropriate model for
analysis. The findings demonstrate that board composition has a negative and significant effect on
ROA of consumer goods companies (P= 0.027<0.05, B 1= -0.0229) but have sitive and
significant effect on ROE (P= 0.000<0.05, 1= 0.0645) of consumer goods comp Qi}n igeria. ,
suggesting that a well-structured and diverse board contributes to improved fi @ erformance
in the sector. On the other hand, board size shows a negative but stat@ y insignificant
relationship with ROE and a positive but also insignificant relationship with\ROA™ (P= 0.0496<0.05,
B4=-0.0169 ROA; P= 0.8947>0.05, B4+= -0.0069 ROE). Audit com @ thdependence, another
key governance factor, exhibits a negative and insignificant effect oth performance measures
(P=0.282>0.05, B2>=-0.0286; P= 0.3167>0.05, 2= 0.1371), indicating that its role may not be as
impactful in driving financial success within these companies, The)Durbin-Watson diagnostic test
reveals no autocorrelation issues in the models, further sup@ng the robustness of the analysis.
Based on the results, the study concludes that certain aspects 6f corporate governance, especially
board composition and diversity, play a crucial rol¢ i %ancing the financial performance of
consumer goods firms in Nigeria. The study recom that companies should prioritize board
diversity and effective board composition to opti nancial outcomes. Additionally, while audit
committees are essential, their role in enhancif;}\_@ncial performance may require further scrutiny
and reevaluation to enhance their effectivenéss. The study contributes to the growing literature on
corporate governance and provides practi ‘ﬁsights for firms seeking to improve their governance
structures for better financial perform

Keywords: Corporate Governan ,gﬂancial Performance, Audit Committee Independence Board
Composition, Audit commit@@ependence, Board Size.
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Chapter One
Introduction

1.1 Background of the Study

A manufacturing company is one company that has good prospects and promises for the future so
that it can be an attraction for investors to invest their capital. One of such companies is the
consumer good company in Nigeria. The current conditions have triggered in &npetition
between these companies. This competition has resulted in efforts t(Qy ove company
performance. This has also necessitated companies to produce high@h products to attract
investors. One of the company's efforts to improve the quality (66 ompany is by implementing
good corporate governance. Q

Organizational financial performance is a measur %Qanization results within a specified
operational period often referred to as an accq@ﬁ@%@riod. It is basically a measure of overall
financial or otherwise health of an organi %ﬂ over a given period of time. Performance is

.

generally viewed from two perspectiv@ancial and non-financial'. Financial performance refers
to the measurable outcomes of any's financial activities, such as revenue, profits, return on
investment, and cash ﬂoQ%ovides insight into how effectively a company is utilizing its
resources to gener é@ and create value for its shareholders. Financial performance is crucial
in corporate gowernance as it helps stakeholders, including shareholders, board members, and
regulat@s the company's overall health and make informed decisions. Non-financial
performance, on the other hand, encompasses a broader set of metrics that reflect a company's
performance beyond just financial indicators. These metrics may include environmental, social, and
governance (ESG) factors, employee satisfaction, customer satisfaction, efficiency, effectiveness

and employee commitment>. Other measures include organizational values, full disclosures,



transparency and, board composition?, innovation, and corporate reputation. Non-financial
performance indicators are increasingly recognized as vital for sustainable long-term success and
for assessing a company’s overall impact on society and the environment,

Companies need to make profit from their activities in order to survive and grow over a long period
of time. Company financial performance shows the way in which a company's resources are used to
achieve its overall goal’. It is necessary to earn sufficient profits to maintain th@?rat on of the

company, to be able to obtain funds from investors for growth, and to contribu% cial overheads

for the welfare of society*. 6\

Profitability is a quantitative measure of how effectively and eftly a firm has used the assets at
its disposal to generate revenue from its business activitieb&cial measures include firm value,
profitability return on assets, return on shareholder$< ‘equity liquidity level and so on. These
financial indicators measure the result of a ﬁr@ies and operations in monetary terms through

operating income, earnings before intereﬁ&% tax and net asset value. This performance could be

evaluated from a short-term or long-@ orizon®.

The stability of an orga@ financial position is affected by many factors such as the
opportunistic decisio@gt are taken by managers to inflate their personal interest®. These
decisions emerged e financial markets as a result of the establishment of corporations, where
there is a r%’éaaration in tasks and responsibilities among a firm’s agents and principal. This non-
traditional ‘'management position created a breach in shareholders expectations, since managers
show exploitative behaviors to maximize their personal benefits instead of taking beneficial
decisions that make shareholders pleased’.

In such a situation, managers may affect a firm’s performance, earnings figures or any other

element of financial statements to guarantee a regular seat in a firm board. Shareholders therefore

2



are in force to pay several costs known as “agency costs” to minimize the negative consequences of
the bad decisions (at least from the principal point of view) that have been made by managers®. One
good example of these costs is adopting Corporate Governance (CG) mechanisms that may enhance
board of directors’ ability to solve this conflict of interests. Indeed, board of directors is seen as
trustworthy representatives who secure a firm’s resources from being used as an exploitative bridge

to increase managers’ bonuses or unseen rewards’

S
Corporate Governance practices is basically concerned with ways in whig&l&#‘lies interested in
the well-being of the firm (the stakeholders) attempt to ensure that m @s and other insiders are
always taking appropriate measures or adopt mechanisms tuard the interests of the
stakeholders. Such measures are necessitated because oge separation of ownership from
management, an increasingly vital feature of the m&b corporations. Corporate Governance is
defined as the process and structure used to @%d manage business affairs of the Company
towards enhancing prosperity and corpon('o%ccounting with the ultimate objective of realizing

shareholder long term value while ta%g?lto account the interest of other stakeholders!°.

Q

Corporate Governance prz%@the system by which organizations are directed and controlled.
It’s a set of relatioqs@aetween company directors, shareholders and other stakeholder’s as it
addresses the W&} directors and of controlling shareholders over minority interest, the rights
of employeépb¢§
an intem

system encompassing policies, processes and people, which serve the needs of

ts of creditors and other stakeholders!!. Corporate Governance is also defined as

shareholders and other stakeholders, by directing and controlling management activities with good
business savvy, objectivity, accountability and integrity'?. Corporate governance has, in more recent

years, become one of the most commonly used terms in the modern corporation.



The financial crisis around the world and the consequent collapse of major corporate institutions in
both developed and developing economies which Nigeria is not exempted has brought to the fore
the issue of corporate governance'’. Today, corporate governance has attracted considerable
attention of policy makers and academic researchers across the globe. Study, emphasized on the
need for the practice of good governance both at the public and private enterprises and this is due to
the economic primacy/importance of publicly quoted firms in most econo Q&orporate
governances increasingly understood among policy makers as a value enhancifig strategy in a
competitive business environment and there is a growing consen@bbally that corporate

governance has a positive link to national growth and developme;:”.

Due to divorce of ownership from management, corporat&@rnance is devised to safeguard the
stakeholders’ interest that is to ensure that manag%’bt in accordance with the stakeholders’
interest!®. This gave rise to a number of adopted across the world in ensuring that
effectiveness of corporate governance is\’@‘ored and ensuring the incessant survival of going
concern assumption of corporate b@\sc?lt is only when businesses survive that they would be
expected to discharge their, c@tate social responsibility (CSR). Another aspect of the debate
argues that corporate gg&ce helps the investors and stakeholders to monitor its wealth and be
.

able to watch its n@t in the business cycle!”.

In addition, %QI asserts that corporate governance implies that the company would manage its
affairs \b&&ligence, transparency, responsibility and accountability and would equally maximize
shareholders wealth!'®. Therefore, it is required to design systems, process, procedures, and
structures and take decisions to augment its finance performance and shareholders’ value in the
long run. Corporate governance as a term covers all the general mechanism by which management

is led to act in the best interest of the company owners'®. A perfect system of corporate governance



would give management all the right incentives to make value maximizing investment and
financing decision and would assure that cash is paid out to investors when the company runs out of
viable projects i.e., investment with positive NPV,

Therefore, a good emergence of corporate governance structure linked with a real intention to
facilitate the overall monitoring process is directly responsible to enhance firms’ performance in a
way that ensures market stability and shareholders satisfaction. For exa &olarizing
independent directors to serve in a firm’s board motivates other directors to overridé“any misleading

or opportunistic decisions that may have unfavorable impact on ﬁnancimance”.

The absence of corporate governance may hinder the attracti(@ investor’s fund by creating a
perception of inadequate financial discipline and controls an@ may erode investor’s confidence.
The practice of corporate governance also increases t%@rational cost of firms as more people are
involved in the policy making and managem h@e organization through different boards and
this if not controlled may affect the ﬁnﬁ\& mpetitiveness??. Operational efficiency is achieved
when wasteful organizational practi@é@all kinds are minimized to the possible state. When there
is no institutionalized mechan@the organization that shoulders the responsibility of monitoring
cost structure and co%,\gmensation policies and day-today operational processes; it creates

[ ]
room for wastage< in

capacity and i per inventory management. These will create problems that will affect the

of increased employees idle time, material lost, under-utilization of

perform&&of the organization negatively. The problems of weak or absence of corporate
governance as enunciated above ultimately affects the growth of the firms negatively. This is
because corporate growth is only possible when the firms make reasonable profit and efficiently
satisfy various stakeholders’ interest®?.

The empirical research and literature has burgeoned and the field is highly interdisciplinary.



Stakeholders in the corporate governance arena are many and wide-ranging and their participation
in this field has spawned a rich and varied range of information resources pertaining to distinct
disciplinary fields and practitioner interests. The corporate governance researcher thus needs to
have an in-depth understanding of the diverse roles various stakeholders play and how they “fit”
together in the complex arena of corporate governance as it exists today. Corporate governance has
come to underpin systematically the work of many business academics and practi Qr\salike, and
their information and research needs present challenges not only for them, bdt also for the
information professionals who assist them?2. 0

The practice of good corporate governance has therefore beco &wessary prerequisite for the

)

financial performance of a firm particularly the quoted con ods manufacturing companies

in Nigeria. The term “corporate governance” is relatl:vekb%r terminology used in both public and

academic debates, although the issues it addresse!b been around for much longer. In the last

two decades, however, corporate govemg&sues have become important not only in the
.

academic literature, but also in public @ debates. During this period, corporate governance has

been identified with takeovers,‘@gfal restructuring, and institutional investors' activism) define

corporate governance by@ that it deals with the ways in which suppliers of finance to

corporations assure@?%&ves of getting a return on their investment??.

Despite its ir?a@nce, Nigerian consumer goods companies face significant challenges related to
corpora%&%rnance, which have given rise to various problems, including: Ineffective corporate
governance leading to crisis, poor internal control mechanisms, Excessive risk-taking by firms,
Non-compliance with legal provisions, Absence of robust risk management system, Insider abuse

and fraud, unclear impact of board composition on performance, Delayed decision-making due to



large board size, Lack of true independence in audit committees and insufficient gender and ethnic

diversity on boards.

1.2 Statement of The Problem

Effective corporate governance practices is critical to firm performance and by extension
shareholder value, and especially so after the collapses and scandals of the high profilé, corporates
such as Enron, WorldCom and others in the US, serving as an impetus recent U.S.
regulations as the Sarbanes-Oxley Act of 2002. The Act is considered the@t Wweeping corporate
governance regulation in the past 70 years, with the main objecti Qe Act being to protect
investors by improving the accuracy and reliability of corporaclosures made pursuant to the
securities laws and other purposes®*. QQ

Ineffective corporate governance practices is the ma@se of firms’ crises in Nigeria. The poor
corporate governance manifested in form of; p\@temal control mechanisms, extreme risk taking,
internal controls override, lack of d’r@compliance with legal provisions, lack of risk
management systems, insider ab@and fraud. This implied absence of robust corporate

governance system amon% \nies which hinder the public trust threatening their financial

profitability and surviva§

.

N
Board composi@Qw{[hin an organization is viewed from the perspective of the total number of
membe&t/@rQre usually present in the management decision of consumer goods companies.
However, the extent to which the board composition has really affected the performance of business
organizations especially the consumer goods companies is still lacking. Studies conducted

emphasized that the board of manufacturing companies plays a crucial role in the overall success

and sustainability of the business®*#,



They found that a diverse board with members from various backgrounds and expertise can lead to
more innovative ideas and better decision-making processes. Additionally, having a board that is
representative of the company's target market can provide valuable insights and help drive strategic
growth initiatives *%. But one issue that need to be addressed is the urgency of how decision making
among consumer goods companies can be tailored to address immediate needs. Critic&rgue that
companies with large board composition or board size usually experience delay in\their*decision-
making process. This is supported by the view of, who argued that a smaller rgdcient board is
necessary for quick decision-making in the fast-paced consumer good@xstry than large firms.
Although similar studies have had a conflicting view that 1 e%rd have the tendency of
improving performance, but the main issue is that is ther@ uired number of boards that a

company needs to optimize its performance? This w@aises a question as to whether board

composition have any effect on performance of co r goods companies in Nigeria®*404,

In the realm of corporate governance,® @dit committee serves as a crucial mechanism for
ensuring financial transparency, ac@ﬂity, and integrity. However, the effectiveness of audit
committees hinges large§®\eir independence from management influence and external

pressures, as well as the\ex
[ ]

rtise and diligence of their members opined that despite regulatory
requirements man@ the presence of independent directors on audit committees, CGCs directors
may still mai close ties with management or major shareholders, compromising their ability to
exercise\bgblased judgment. An author argued that the presence of independent directors on audit
committees does not necessarily guarantee true independence, as these directors may have
longstanding relationships or financial dependencies that impede their autonomy. Similarly, CAMA
1990 section 356 states that a public company must have in its audit committee equal number of

shareholders and non-executive directors, but it is quite shocking that in-spite of this law, some



CGCs choose to ignore this requirement and stack their audit committees with more non-executive
directors than shareholders. This blatant disregard for regulation raises concerns about the

effectiveness of these committees in providing oversight and ensuring accountability*!42.

Diversity within corporate boards is imperative for fostering innovation, enhancing decision-
making processes, and addressing the needs of diverse stakeholders®®. Howev*achieving
meaningful diversity in Nigerian consumer goods companies remains a formi allenge. For
instance, the most glaring issue is composition of the women in the man@ggecisions -making
processes, with many companies still lacking female representati Qe executive level most
companies in Nigeria have less than 40% of women in their bo@ut female occupy over 60% of
lower-level roles which indicates a significant gender imb &n leadership positions®. This lack
of gender diversity not only limits the perspectives a@as brought to the table, but also hinders
the overall success and growth potential of t mpanies. Religion and ethnicity among board

member is also a crucial issue that needs @sddressed. This is especially true within the Nigerian

context which have over 200millio &(;?e with over 200 ethnic groups, as diversity in these areas

can bring a wealth of (@Viewpoints and experiences to the decision-making process.

Similarly, Nepotism, ’(&Il

consumer goods cqmpdnies' board recruitment processes argued that boards may prioritize personal

, and reliance on traditional networks are pervasive in Nigerian

connections, al ties, or shared affiliations over merit-based criteria, perpetuating homogeneity
and ean”. This insular approach to board selection not only stifles diversity but also

reinforces existing power structures and inequalities leading to reduced performance

Previous studies on corporate governance have looked at corporate governance with different

dimensions and in different times. These researchers have been mainly concentrating on Banking



and other service industries thereby ignoring other sectors particularly consumer goods
manufacturing companies which is still prone to Corporate Governance issues*-3031:3233 These
studies created research gap both in terms of variables, sectors and time of which this current study
attempts to fill, by looking at how corporate governance, in terms of board composition, audit
committee independence, board diversity and board size affects financial performance, in terms of

return on asset and return on equity of consumer goods producing manufacturlnﬁ ®n Nigeria

@’\
O

The main aim of this study is to determine the effect of C(@ governance practices on financial

within the periods of 2013 and 2022

1.3  Aim and Objectives of the Study

performance of consumer goods companies in Nigeri@faer specific objectives were to:

1. assess the effect of Board compo&@on financial performance of quoted consumer
goods companies in Nigeria; * 5&

il. examine the effect of @ﬁ Committee independence on financial performance of
quoted consumer: ompames in Nigeria;

iil. mvestlgate th ct of Board diversity on financial performance of quoted consumer
goods @mes in Nigeria;

iv. a n the effect of Board size on the financial performance of quoted consumer

\300ds companies in Nigeria;
V. establish the effect of corporate governance on financial performance of quoted

consumer goods companies in Nigeria.

10
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Research Questions

In the course of this study, answers are provided for the following:

ii.

1il.

1v.

1.5

Does Board composition have significant effect on financial performance of quoted
consumer goods companies in Nigeria.

What is the effect of Audit Committee independent on financial perform of quoted
consumer goods companies in Nigeria. QQ

How does Board diversity affect financial of quoted consux&gbdﬂs companies in

Nigeria. O

Does Board size have significant effect on ﬁnanciformance of quoted consumer

goods companies in Nigeria Q

Does Corporate governance have signiﬁc%é‘fect on financial performance of quoted

consumer goods companies in Nigeﬂ\‘gb

Hypotheses for the research ted in the null form as follows:

Hol. Board compositio\@Qo significant effect on financial performance of quoted consumer

goods compani @eria.

Ho2. Audit mittee independence has no significant effect on financial performance of quoted

conw/@ods companies in Nigeria.

Ho3. Board diversity has no significant effect on financial performance of quoted consumer

goods companies in Nigeria.

Ho4. Board size has no significant effect on financial performance of quoted consumer goods

companies in Nigeria.

11



Ho5. Corporate governance has no significant effect on financial performance of quoted

consumer goods companies in Nigeria

1.6 Scope of the Study

The study aimed at establishing the influence of corporate governance practices on financial
performance of quoted consumer goods companies in Nigeria. The variables c@red were
operationalized through board composition, audit committee independence, iversity and
board size. The study addressed itself on the aspect of financial perform. egl(y. The study also

focused on the quoted consumer goods manufacturing companies,d eria between 2013 and

2022 only. This sector was selected because it is rich in_p ction activities and there are

numerous companies that have been established.

3
1.7 Significance of the Study ’b

Findings of this study would be of signifigan¢e to manufacturing companies’ management in
Nigeria. The study results will help@\nanagement to understand the relationship that exist
between corporate govemance'@%{ancial performance of their companies especially the role
played by the board of diré@% enhancing corporate governance.

The policy makers @Ptain knowledge of the various firm dynamics and the responses that are
appropriate; the@m therefore obtain guidance from this study in designing appropriate practices
that would rgate the shareholders participation in affecting the financial performance of the firms
in Nigeria. Thus, the management and the shareholders will put in enabling policies and procedures
to help put in place a board of directors that is independent, accountable, well-structured and that is

committed. This in turn will foster company’s performance.

12



The study findings will also be of significance to the Government officials and government of
Nigeria. With the realization of the critical role played by consumer goods companies in the
development of the economy, the government at both levels would benefit from this study by
developing legislations that would ensure companies’ boards are constituted in a manner that would
ensure public resources are safeguarded and their interests protected. Consequently, the observed
trends of collapsed in the manufacturing industry would be reversed which would Qua ly lead to

economic growth and development. <

N

The study results would further offer significant contribution to s who would wish to
research in the area of corporate governance. The findings wo@rovide adequate literature that
may be used as reference materials aimed at generating resea&aps. Academicians would find the

findings of the study as relevant instructional materia‘%bﬁe study construct.

1.8  Limitation of the Study ®%

The most crucial limitation in this stud%géét e fact that only 15 consumer goods companies that
are quoted on Nigeria stock ex.cl@/ere used for this study out of the entire consumer goods
sector in Nigeria. More so% ailability of some financial report made it another crucial limitation
encountered in this §t§¢£¥3 or instance, the study planned to carry out investigation between 2013
to 2023, how Ve@3 financial statements of most consumer goods companies were not
published (Q%/ public domain making us stop at 2022. This made the study to restrict the period
to 10 ye}yﬁtarting from 2013 and ending in 2022 in order to have a general overview of financial
performances happening in the Nigerian banking sector. This study could not also gather direct
response from the management of the consumer goods companies so as to gather qualitative
information that can affect financial performances other than financial metrics through corporate

governance.
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1.9 Operational Definition of Terms

Audit committee independent: The audit committee independent is given the responsibility
of selecting and overseeing the company's independent auditor. The Audit Committee shall consist
of a minimum of three directors with independent directors forming a majority: Provided that
majority of members of Audit Committee including its Chairperson shall be persons with ability to
read and understand the financial statement. Q

Audit Committee: An audit committee is an operating committee of th@ of Directors

charged with oversight and responsibilities of financial reporting and di@u

Board composition: Board composition typically includes a mi@%mide directors and outside
directors (also referred to as a non-executive directors), who not employees or stakeholders in
the company. Inside directors and outside director’s h@%ance each other on a company's board.

Board diversity: This represents the compos\\@’Qf people with diverse ideas in the board. In
short, diverse boards make better decisi\)@sﬂ these result in better outcomes and profits for big
companies. And when we say dive@f?re don't just mean gender diversity (more women in the

boardroom). Diversity is a@ge, background and skills.
e

Board size: The board size“mhay be defined as the total number of members serving on a firm’s

board (both outsid@i\'@( cutive directors) at a specified time.

Corporate behance: Corporate Governance is defined as a system of rules, practices and
processe\&vhich a company is controlled. It may also be defined as a way in which companies
are govern and to what purpose. It identifies who has power and accountability, and who makes

decision.
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Financial Performance: This is the ability of a business to earn a profit. It is the ability of a
company to use its resources to generate revenue in excess of its expenses. The term is also used as

a general measures of a firm’s overall financial health over a given period.
Return on Assets (ROA): This is the net income of a business after taxes to total asset ratio.
It is the best indicator used to measure earning of the business.

Return on Equity (ROE): It measures the amount the firm is earning after t@h money
invested in the firm. In other words, ROE is net earnings per naira equity capit(

1.10 Operationalization of Variables 6\

Financial performance is a function of corporate governance 0 s
Y= f(x) Q

Y= Dependent Variable 6
O

X= Independent Variable

)
Y= Financial Performance ) AQ
X= Corporate governance Q\
X=f (X1, X2, X3)<§
X1= Board sition
X2= Au}éommit‘[ee Independence

X3= Board Diversity

X4= Board Size

15



Y=1(yl, y2)

yl= Return on Assets

y2= Return on Equity

Y1= £ (X1, X2, X3) oot

ROA=f (BC, ACL BD, BS) ..t eeeeeeeee e @

Y22 £ (X1, X2, X3) «eeeeeee oo, 6\
ROE=f (BC, ACL BD, BS) +...reeeeeeoee oo, Q . s ...............

Where D
ROA= Return on Assets fbb

BC= Board Composition .
O

S
BD= Board Diversity Q
BS= Board Size. @

\?:Z}6
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Chapter Two
Literature Review
This chapter covers the previous work done by other scholars in the same field of study. The
chapter specifically focused on the key theoretical framework that will be used to anchor the study,

review of related empirical literature. The chapter also provided the summary of Kreviewed

2.1 Conceptual Review '\
2.1.1 Concept of Financial Performance &

Financial performance is the net result of a number of polic@nd decisions of the company.

literature and the research gaps as well as the conceptual framework.

Financial performance is a fundamental measure of the OV§®CCCSS of the company'. Meanwhile,
according to APB Statement, Financial performance @excess of income over expenses for one
accounting period”. From the above statement@n be concluded that financial performance is a
measure of a company's success in acl@g its objectives in a particular accounting period.
Financial performance ratio can be %’&ured by several indicators; profit margin, ROA (return on
assets), ROE (return on equityy); (return on investment), Net Profit Margin = Net profit/sales x
100 % and EPS (earnings\per Share).
.

Financial perform@s one to measure profit and the success of a company's operations in a
certain perio me or in other words refers to long-term profit, not quarterly profit or current
year>, PM (or possibly loss) affects the ability of a company to obtain funding or equity. In
addition, it also affects the company's liquidity position and the company's ability to develop.
Therefore, both creditors and investors are very interested in evaluating a company's ability to earn
profits*. In this study financial performance will be measured using Return on Assets (ROA) and

Return on Equity (ROE). ROE as one of the financial performance ratios is a very important
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indicator for investors, because ROE shows the more efficient the company uses its own capital to
generate investor profits planted in the company.
ROE is needed by investors to measure a company's ability to generate profits based on certain
capital. This ratio is a measure of financial performance from the perspective of the shareholders.
The ROE ratio can be calculated as follows: Profitability affects the value of the Corporate, because
financial performance is a measure of corporate performance as measured by the Q&enerated.
Companies that succeed in gaining ever-increasing profits indicate that the ¢orpdfate has a good
performance, thus creating positive responses from investors and @u aging a rise in the
corporate's stock price. Companies with high profitability shobth e corporate manages the
corporate's wealth effectively and efficiently®. Q
Financial performance is the ability of a firm to gene tv@me in such a way that it exceeds cost,
in connection to the firm’s capital base. Notably, a g and profitable firm is better able to resist
negative shocks and contribute more to the, stability and development of the financial system.
.
Financial performance is a relationshi&&}bemsts between the profits generated by a company and
the investments that backed up&@ttainment of these profits. They also stated that financial
performance ratios calcul ompetence with which a company converts business activity into
profits. Profit mar &&uate the capability to convert revenue into profits. Return on assets
evaluates the ability 0 use assets to create net income’. Expanding this, literature affirmed that the
absence of @dence in the operational activities of the banking sector is toxic to the performance
level mostly measures in terms of Return on Assets (ROA), Return on Equity (ROE), Net Profit
Margin (NPM) and Profit after Tax (PAT)S.
Basically, the financial performance of a company in the manufacturing sector could be measured

using; Return on Assets (ROA) which focus on the capacity to create income through the
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optimization of a firm’s assets; Return on Equity (ROE) which evaluates how much profit is earned
comparatively to shareholders’ equity; Earning per Share (EPS) which depicts the quota of a
company's taxes (net), earnings and preferred stock dividends, that is distributed to each share of
common stock; and Profit After Tax (PAT) which represents the figure earned by a firm after all
taxation related expenses have been subtracted. Observably, while some companies 2&thriving in
the industry, it seems others are financially distressed’. Q
A study described ways of measuring firm performance to include; profitability, €ash flow, sales
growth and market to book value. The portion of earnings not paid@o investors is ideally
reinvested back to the company in order to provide for futu &%gs growth and means of
increasing working capital without payment of loan interest”@e ors are very keen in finding out
how much of the earnings are issued out to inve O%Qeither the debenture or shareholders
warranty or how much is kept back to the company. ings kept from the investors are known as
retained earnings, which ideally should be r bested to provide for future earnings growth. They
.
hope that the firms will use their retai arnings to either maximize their current operations or
invest it to recoup higher proﬁts"\AQ
Companies need to proﬁt‘@%eir activities in order to survive and grow over a long period of
time. Company pe @e, according to a study, is an essential concept that connotes the way in
which a comp%‘s inancial resources are used prudently to achieve its overall goal'®. Another
study state@ it is necessary to earn sufficient profits to maintain the operation of the company,
to be able to obtain funds from investors for growth and growth, and to contribute to social
overheads for the welfare of society!!.
The word performance is derived from the word parfourmen, meaning to do to perform, or to render.

It relates to the act of performing; execution, achievement, fulfillment, etc. Performance in the
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border sense refers to the performance of a given task measured against current standards of
accuracy, completeness, cost and speed. It refers, in other words, to the degree to which an
accomplishment is or has been achieved. In Kohlar's words, performance is a general term used to
refer to a part or all of an organization's activities over a period of time, often with reference to past
or projected cost efficiency, responsibility for management or accountability or the like. Thus not
only the presentation, but the performance refers to the quality of the results ac 1eV

Performance is used to indicate the success, circumstances and compliance of the cOfpany.
Therefore, financial performance refers to the act of conducting ‘c | activity. Financial
performance, in a broader sense, refers to the degree to which financi 1 goals are or have been
achieved. It is the process of measuring in monetary terms t@ s of the policies and operations
of a company. Financial performance measures the V@@nanmal health of the company over a
given period of time and can also be used to com similar companies in the same sector or to
compare aggregate industries or sectors'?. X\

A study described ways of measuran s\f)erformance to include; profitability, cash flow, sales
growth and market to book V&@ e portion of earnings not paid out to investors is ideally
reinvested back to the co@ in order to provide for future earnings growth and means of
increasing workin c®w1thout payment of loan interest. Investors are very keen in finding out
how much of rnings are issued out to investors as either the debenture or shareholders
warrant 0@ much is kept back to the company. Earnings kept from the investors is known as
retained earnings, which ideally should be reinvested to provide for future earnings growth!>. They

hope that the firms will use their retained earnings to either maximize their current operations or

invest it to recoup higher profits.
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Financial performance is a subjective measure of how well a company can use assets and generate
revenues from its primary mode of business. This term is often used over a given period of time as a
general measure of the overall financial health of a business, and can be used to compare similar
companies in the same industry or to compare aggregated industries or sectors'?. Financial
performance can be measured in many ways. These include: Profitability which descrﬁjw much

sufficed to say that, the higher the profit of a firm the better the firm’s pe nce evaluation

wealthy a company is making after paying for all the expenses and other char ch ed. It is
&

among others. Q

Financial performance can also be measured using; Cash flow ic@he difference between the
amount of cash at the end of the period and the amount of ¢ Q beginning of the same period.
Positive cash flows indicate a positive financial per orp& while a negative one indicates poor
performance. A study defined cash flow as cash ated by the firm and paid to creditors and
shareholders. It can also be measured by thg\a&nce sheet strength!'4. This is the company’s assets

.

relative to its liabilities at a specific @ in time. More assets and fewer liabilities result in a
stronger balance sheet. A strong{&%e sheet is highly preferred. Several ratios can be calculated
from the statement of ﬁn@)sition to measure financial performance e.g.; Return on Assets,
Return on Investmerits) rn on Equity, etc'>.

Financial perfo@n ¢ is the core of any business, it involves; maximization of profits and it is
enhanced I@raﬁonal performance as increase in market share also contributes to firm value. To
assess the health of an economy, there is need for a study around the financial performance of banks
in that economy!'S. Survival of a business is largely pegged on the financial performance of a firm

because companies like Enron and WorldCom collapsed due to Andersen accounting related

scandals, which reflected positive performance but liquidity unveiled scandals'’.
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Financial ratios are the most important methods that are used in the evaluation of a company’s
performance, and usually are based on different aspects of the firm'®. Mostly financial ratios are
used to determine the firm’s financial performance and besides, it is used for comparison purposes.

These ratios also help in forming a basis for financial analysis to establish the relationship between

R

This is one of the proxies for measuring going concern of a company. It is@i as the profit

the income statement and the balance sheet!®.

2.1.1.2 Return on Asset (ROA)

before interest and tax divided by total assets as at the end of the ﬁs@ under consideration
multiply by hundred percent. This is preferred in this research because the researcher believes it is
more comprehensive in Going Concern measurement. (R@epresents the amount of earnings

ether the company is able to generate an

(before interest and tax) a company can achieve for acb%ra of assets it controls and is a good

indicator of a firm’s Going Concern. It dete%&

adequate return on these assets rather than s }y showing robust return on sales. ROA explicitly
.

takes into account the assets used to sq&ﬁ%tbusiness activities?’. It is given by the formula:

ROA = Profit before interest and{&&l 00
Total Assets QQ

.
Return on assets (RO ’ﬁcates the profitability of a company as it relates to the total assets of the
company. It gi clue as it relates to whether management of the company has been efficient in
using as}Q%f the company in generating earnings. Return on assets (ROA) is the most appropriate
measure of the performance of a company and when there is an increase in ROA ratio it portrays

positive financial performance of relative business and vice versa®.

The best indicator used to measure earning is the Return on Assets (ROA), which is net income

after taxes to total asset ratio. Strong earnings and profitability outline of banks reflect the
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capability to sustain present and future operations. More specially, this determines the capacity to
take in losses, finance its debts, pay dividends to its shareholders, and build up a sufficient level of
capital. Being leading edge of defense against erosion of capital base from losses, the need for high
earnings and profitability can rarely be emphasized. Although various indicators are used to serve
the purpose, the paramount and most widely used indicator is Return on Assets (ROA)&sopined by

S

The Return on Assets (ROA) is a financial ratio that refers to the perform&o firm. It is a ratio

researcher?!.

of Income to its Total Assets??. It measures the ability of the firm ma gent to generate income
by utilizing company assets at their disposal. In other words, it @s how efficiently the resources
of the company are used to generate the income. It @ indicates the efficiency of the
management of a company in generating net incom%% all the resources of the institution??. A

higher ROA shows that the company is more %@ in using its resources??.

[ ]
It has been indicated that Return on as%sj@) is widely used by market analysts as a measure of
financial performance, as it meas@w efficiency of assets in producing income. The most used
accounting measures of ﬁ@performance is Return on Assets (ROA)?*25:2627- Thus, this study

used return on assets@ as a measure of financial performance.

Return on as%ékOA) measures the effectiveness of the economic unity in using its assets to
generat&gr/%k especially manufacturing, the higher this ratio, the better the economic unity of the
as it indicates the management's efficiency in using its assets to generate profit. It also represents
the ratio of how much a firm has earned on its asset base, and the return on assets (ROA)32. ROA
has also been used in several studies as a dependent variable. Because the net profit in relation to

the selected firm’s asset base is a good way to measure the extent of returns on investments made in
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the firms. Return on assets (ROA) has been used as a measure of profitability performance by
different authours?®2%-30-31.32,

2.1.1.3 Return on Equity (ROE)

One of the most important financial performance metrics is return on equity (ROE). Return on
equity reveals how much profit a company earned in comparison to the total amount of shareholder
equity found on the balance sheet. A business that has a high return on equity is Q%ely to be
one that is capable of generating cash internally. For the most part, the higher C(any's return on
equity compared to its industry, the better’>. One of the ways to me@\he profit enjoyed by

shareholders is by using return on equity (ROE) ratio, the reason,is that ROE ratio is comparable

between one company to the other and can indicate the proﬁ@y of one industry with the other.

Q

ROE is a financial ratio that refers to how much [@1 company earns compared to the total
amount of shareholder equity invested or foum@ balance sheet. ROE is what the shareholders
look in return for their investment. A bu@hat has a high return on equity is more likely to be
one that is generating cash internalléhc?s, the higher the ROE the better the company is in terms
of profit*. Although ROA r@% useful information about firm profitability, it is not what the
firm’s owners (equity h&r care about most. They are more concerned about how much the firm
is earning on their @nvestment, an amount that is measured by the return on equity (ROE), the
net income p a of equity capital.

Return o\\eﬂuity shows the financial performance to shareholders of the firm after all expenses and
taxes’. It measures the amount the firm is earning after tax for each dollar invested in the firm. In
other words, ROE is net earnings per dollar equity capital. It is also an indicator of measuring

managerial competence’’. By and large, higher ROE means better managerial performance;

however, a higher return on equity may be owing to debt (financial leverage) or higher return on
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assets. Financial leverage creates an important distinction between ROA and ROE in that financial
leverage always expands ROE. This will always be the case as long as the ROA (gross) is greater

than interest rate on debt®®. Usually, there is higher ROE for high growth companies.

ROE is a financial ratio that refers to how much profit a company earned compared to the total
amount of shareholder equity invested or found on the balance sheet. ROE is what the.shareholders
look in return for their investment. A business that has a high return on equity i likely to be
one that is capable of generating cash internally. Thus, the higher the RO%e(oéter the company
is in terms of profit generation®®. ROE is the ratio of Net Incom axes divided by Total
Equity Capital. It represents the rate of return earned on the@ls invested in the bank by its
stockholders. ROE reflects how effectively a bank manag@@s using shareholders’ funds. Thus,
it can be deduced from the above statement that@etter the ROE the more effective the

management in utilizing the shareholders capi }‘Q’b

ROE is a ratio that provides investoésj@ insight into how efficiently a company and its
management team are managing Q@Aney that shareholders have contributed to it. In other words,
it measures the proﬁtabili@ company in relation to the shareholders’ equity. The higher the
ROE, the more efﬁeiﬁ\& company’s management is at generating income and growth from its
equity ﬁnancin%g% is often used to compare a bank/company to its competitors and the overall
market. Tt@’nula is especially beneficial when comparing firms in the same industry since it

tends to}fe accurate indications of which banks are operating with greater financial efficiency.

The Return on Equity (ROE) is a financial performance ratio that refers to how much profit a
company earned compared to the total amount of shareholder equity invested or found on the

balance sheet. ROE is what the sharcholders look in return for their investment. A business that has
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a high return on equity is more likely to be one that is capable of generating cash internally. Thus,
the higher the ROE the better the company is in terms of profit generation??. ROE is the ratio of Net
Income after Taxes divided by Total Equity Capital. It represents the rate of return earned on the
funds invested in the bank by its stockholders. ROE reflects how effectively a bank management is

using shareholders’ funds. Thus, it can be deduced from the above statement that the better the ROE

Corporate governance refers to the control of corporate policy t‘i@fﬁe power legally vested in a
c

the more effective the management in utilizing the shareholders capital?>#!,

2.1.2 Concept of Corporate Governance

group or groups of people to chart a course of action to be by the organization in areas of
fundamental importance to its survival, prosperity an p\‘@ functioning*?. It includes the mode of
structure, the power that determines the right sibilities of the various groups involved in

RN\

running the organization, the legitimate ex %on of the business, the operating method and the
overall accountability of manageme @ﬁ the directors and its subordinates also to other
interested groups®. Good corpm&’vemance requires companies to adopt practices and policies
which comprise perform&@%countability, effective management control by the board of
directors, constituti @ard committee as part of professionally qualified, non-executive and
independent di@)rs on the board, the adequate timely disclosure of information and the prompt
dischar@’gltory duties*.

The Organization for Economic Cooperation and Development (OECD) put forward a set of
international principles of corporate governance. These principles were developed both in response

to growing recognition of the importance of governance to enterprise performance and to the spate

of recent corporate failures in the world. The OECD principles are organized under five headings,
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namely: the rights of shareholders, equitable treatment of shareholders, and role of stakeholders,
Disclosure and transparency; and the responsibilities of the board'2.

This principle deals with the rights of shareholders. It concerns the protection of shareholders’
rights and the ability of shareholders to influence the behavior of the corporation. The basic
shareholders’ rights include the right to Secure methods of ownership registration;, Convey or
transfer share; Obtain relevant information on the corporation on the timely Q&g ar basis;

Participate and vote in general shareholder meetings; Elect members of the board; ahd Share in the

profits of the corporation!?, Q
Corporate governance can influence a firm’s performance wh e@ conflict of interest arises
between management and shareholders and or between co Qg and minority shareholders. In
the management-shareholder conflict, the agency pr§ anifests itself in management’s low

effort and unproductive investments, usually kn(@ s perquisites. In the controlling-minority

\Q

shareholder conflict, controlling shareholders\us® their power to benefit themselves at the expense
[ ]

of the minority shareholders, in what’f_;\srg expropriation or private benefits of control*. The

root of both conflicts is the fact &%{e manager in the first case, and the controlling shareholders

in the second case, receive&@ portion of the firm’s net revenue, while they fully appropriate the

resources diverted Qﬁt} tion for Economic Co-operation and Development)*.
v

Good corporate@

compar@e held accountable for their actions. Conversely, weak corporate governance leads

ance ensures that the business environment is fair and transparent and that

to waste, mismanagement, and corruption. It is also important to remember that although corporate
governance has emerged as a way to manage modern joint stock corporations it is equally
significant in state-owned enterprises, cooperatives, and family businesses. Regardless of the type

of venture, only good governance can deliver sustainable good business performance?’.
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Organizations with good corporate governance have the capacity to maintain high-quality services
and to deliver improvement. Poor governance arrangements set the framework within which the
organizational systems and processes fail to detect or anticipate serious service and financial
failures. Good governance in organizations, based on openness, clarity and honest accountability
enhances public trust and civic engagement*s.
Good and adequate corporate governance mechanisms support the going con Qﬁnciple of
business and are critical elements of sustainable growth and development. BusinfeSs stakeholders
like creditors, host communities, suppliers, shareholders, emploonsumers, and the
government are happy when businesses are profitably manage lm%e their interests are well
catered for when firms generate sufficient cash flows. For ir@ , the government receives steady
revenue in the form of corporate tax, which is requir ﬁeb%astructural development, and through
improved tax revenue, corporate governance ca{egr& capital formation®.
Study argues that erroneously, corporate go %ce has been linked to barriers resulting from red
.
tape and challenges that are left to largi@)panies”. Whereas firms have widely adopted the use of
corporate governance (CQG) as* &%r principle of corporate performance, year of experience,
initial capital invested in &%&ss and the cost associated to the business has a significant effect
on the performance O®terprise5l. The absence of a good CG has been seen as a major course of
collapse of mo%ls ess firms. Similarly, good CG norms are indeed significant in improving the
financial p@nance of business firms®2. Most corporate firms are experiencing stagnation in
growth and thus registering decline in profits in the last years resulting from harsh and unstable
operating business environment.
Notionally, corporate governance practices are expected to: focus board attention on optimizing the

company’s operating performance and returns to shareholders; ensures that directors made
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accountable to shareholders and management accountable to directors; both corporate directors and
management have a long-term strategic vision that, at its core emphasizes sustained shareholder
value. Further, despite differing investment strategies and tactics, shareholders should encourage
corporate management to resist short-term behaviors by supporting and rewarding long-term
superior returns. In addition, information about companies must be readily transpare&tto permit
accurate market comparisons>?. Q

The corporate governance debate has largely centered on the powers of the B@ar Directors vis-
a-vis the discretion of top management in decision making processes. @vditional approach to
corporate governance has typically ignored the unique influence t% owners exert on the board,
and by extension, the top management, to behave or ecisions in a particular way.
Consequently, studies on corporate governance have Qt&%prehensively identified and dealt with

42,45,46,47,50,

the complexities that are inherent in corporatg E nce processes 31, Perhaps, this is

where the greatest problem of corporate gove }ce lies. Owner preferences and investment choices
.

are influenced by, among other factors\ﬁgextent to which they can take risks.

To better appreciate the corpora@%mance issues, firms need to also take into consideration the
risk-taking orientations d@? shareholders as these have a direct bearing on the type of
investment decisio }\f{[' anagers will prefer. Firm ownership structure is thus discussed in terms
of the actual idgntiti€s of the owners as well as percentages of shareholding by these shareholders
(owner@emraﬁon). In addition, managerial discretion is critical for innovation and
creativity, which translate to firm performance. External governance factors also play a role in

supporting good corporate governance. The external environment includes both the takeover

mechanisms and the laws and regulations that enforce the rights of shareholders and other

33



stakeholders, such as creditors, and a good external environment also includes appropriate oversight
by government or other regulatory bodies like Central Banks and the Stock Exchange Markets>!.
Outsiders have two main instruments to counterbalance this power: the enforcement of adequate
corporate governance standards and the quality of the regulatory and legal environment, which
should discourage detrimental actions by insiders and, once committed, allow affected stakeholders
to challenge them through corporate and judicial channels. The principal-agent re Q%p may be
reflected in management pursuing activities which may be detrimental tg, th¢™interest of the
shareholders of the firm>*. Q
Among the set of corporate governance mechanisms, the board @rs is often considered the
primary internal control mechanism to monitor top man and protect the shareholders’
interest. Board of directors is a “market-induced insti u@te ultimate internal monitor of the set
of contracts called a firm, whose most important %55 to scrutinize the highest decision makers
within the firm”. It has been argued that K}t e responsibility of the directors to ensure that
.
financial statements are prepared @ing to approved accounting standards®®. Since the
applicability of accounting stm\ is very flexible, management may choose an acceptable
accounting method or esti@%&tt is appropriate for the need of the organization. In this respect,
the compliance wi @counting standards may not necessarily mean that financial statements
are free from it;ﬁ{ation%. Thus, the compliance with accounting standards as required in the
Compa ie%’bAllied Matters Act (CAMA), 1990 may reduce the propensity to manage earnings
but may not eliminate the entire practice of earnings management>’.
Therefore, it is important that the board of directors carry out its monitoring role effectively in order

to ensure that financial reporting provides quality information to users by reflecting proper

underlying economic substance of the company transactions. The components within the board are
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essential ingredients for effective monitoring. The appointment of managers as directors (i.e.,
insiders) is important because they have more information about the organization compared to
outside directors. However, domination by insiders may lead to transfer of wealth to managers at
the expense of the stockholders®. Therefore, outside directors are appointed on the board mainly to
obtain independent monitoring mechanism over the board process thereby reducing agency
conflicts and improve performance®®. Consistent with this theory, results in pri Q%& suggest
that outside directors are positively related to abnormal stock return and formance and

negatively related to fraudulent reporting®. 0

Corporate governance, encapsulates what defines the framework o%ration of an organization,

detailing the processes, regulatory code and ethics that ens »@ at an organization maintains free

flow of operational interaction with the society to arglb%ieving predetermined organizational

goals®!. Corporate governance entails the eng¥eQ f the management in putting in place, the

right strategies that would foster operation kﬂmality that can guarantee the transparency and
.

accountability of dealings in an o@ation@. Various scholars have measured corporate

governance using different pr(ﬁ@ h as institutional ownership, managerial ownership, board

size, audit committee size,\%%r’s remuneration, board meeting, board independence, ownership

structure, as well a(?)@iversity@’“’“’“’“.

2.1.2.1 @’Qomposition

Board composition refers to the number of independent non-executive directors on the board
relative to the total number of directors. An independent non-executive director is defined as an
independent director who has no affiliation with the firm except for their directorship®®. There is an

apparent presumption that boards with significant outside directors will make different and perhaps
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better decisions than boards dominated by insiders. A study suggest that non-executive directors
can play an important role in the effective resolution of agency problems and their presence on the
board can lead to more effective decision-making, hence improved firm performance®

Also, a study posited that the proposition of board composition is to help reduce agency problem.
From this position, a positive relationship is expected between firm performance and the proportion
of outside directors sitting on the board’. Conflicting empirical evidence has evo Q&h respect
to board composition in the recent past. There exist mixed results from em irQstudies on the
effects of board composition and performance. A study examined cor@e overnance and firm
performance on some Nigerian listed banks between 2000 a @and found no significant
relationship between board composition and firm performan@ 1s outcome has also, the support
of other studies who further added that the performa:cb@@nks tends to be worse when there are

%Q’b

The CBN code 2014 has no minimum nt%lje of directors a firm should have in its board of

more external board members’>737475,

directors but have a maximum numbeiﬁéisﬁ irectors. Similarly, PENCOM code of 2008 has no
limit as to the number of directo@%e board of companies licensed as pension operators, just like
the SEC code of 2011 an&@&imilar codes of corporate governance both in Nigeria and other
countries of the w. @COM code 2009 provides for not less than 7 directors in the board of
insurance, reinsticance and loss adjusting companies, likewise in other industrial firms and allied
compa 'es@ SEC code 2003 clearly specified a maximum of 15 directors in board of directors
in the board of directors but the reviewed code in 2011 remove the limit and place a minimum of
five (5) directors in a board. The reviewed codes have received and are capable of making it. An
independent chair must be able to look his or her CEO in the eye and say “this is my board and I do

not agree with you and your management on this issue”’.
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In most business firms, although the board is set as an effective tool in corporate governance, the
management of business firms seems to be in theory, it has noted that practically their value is less
clear’”’. Corporate governance ought to support the firm’s structures while focusing on the set
objectives of the firms and how to monitor the performance that would ensure efficiency and
effectiveness in service delivery’®. Similarly, the structure and composition of the board should
have individuals possessing good reputation and ought to maintain good corpor tQ%rity. It is
also important to note that board composition would support the structure of the Board to function
well”. 6\

The size of the board is measured by the number of directors %ﬂ such boards. There is a
point of view that larger boards are appropriate for corpora tion since they have a scope of
ability to enable settle on to better choices, and are mo @chult for an efficient CEO to rule. Be
that as it may, late intuition has inclined towards 1% boards®. A study contend that substantial
boards are less powerful and are simpler for Kc to control and recommend an ideal board size in

.

the vicinity of seven and nine executiv’(@j\

Consequently, as board size bui@%rd action is required to increment to make up for increasing
process losses. The conteﬂ@ that large boards are less powerful and are less demanding for a
CEO to control. T @f coordination and handling issues is likewise high in large boards and
this settles on @c cadership troublesome. Then again, littler boards diminish the likelihood of
free-rid%/@onsequently have the inclination of improving firm execution®?.

At the point when the idea of board is acknowledged, it can be naturally accepted that a bigger
board is ideal, as this empowers the consideration of more various board individuals bringing
diverse areas of expertise, expanded board measure causes expanded issues of coordination and

correspondence, undermining board viability in monitoring agents. Moreover, bigger sheets have
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been observed to be portrayed by diminished capacity of executives to censure top directors and to
dissect and talk about firm execution truly®?.

Extensive board will probably confront high expenses to monitor the firm and they are more averse
to have viable capacity when the extent of the board is more than seven or eight individuals. The

agency model recommends that as board size turns out to be substantial, the agency pro lem related

to director freeriding increases and the board becomes more symbolic and 1 p rt of the
management process®®. Substantial boards will probably be controlled by the opposed to the
board monitoring and controlling the administration. This will give the rs the spaces to seek

after their own interest as opposed to adjusting to the interests of the\investors and administrators
prompting increment in the agency problems and the éower companies’ performance
execution®,
’b

A study contends that as board size winds up no ly bigger it will be more troublesome for
board individuals to achieve consensus because 0f the more assorted opinions and decisions. In this
manner, large boards are slower and‘\%\proﬁcient in settling on choice. These activities may
expand the agency conflict, in ﬁ@ the fact that with less coordination and correspondence this
will prompt decline the b@viduals’ capacity to control and monitor management which may
bring about more r firm execution'’.

A study also co that, detailing and receiving new thoughts and concurring on various feelings
are morge a@ to occur in large boards, which will bring about less change of the board function
to furnish the directors with smart thoughts and contributions®. In this manner, the contention in the
board implies that board individuals are more averse to work in light of a legitimate concern for the

investors therefore agency problem increase. A study presumed that to-date there is as yet a level

headed discussion about the ideal size of the board®.
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Similarly, there is a negative relation between outside directors and earnings management. However,
there are critics on the role of non-executive directors on the board. Some believe that they perform
little role in monitoring the board because lack of real independence, time, as well as enough
information®”. To be effective, independent non-executive directors should have both, strong
incentives to monitor the board, and the capabilities to identify earnings management. Boards
dominated by outsiders are arguably in a better position to monitor and control @er . Outside
directors are independent of the firm’s managers, and in addition brij< gredter breadth of

experience to the firm®,

2.1.2.2 Audit Committee Independence §

An audit committee is an operating committee of the Board @rectors charged with oversight and
responsibilities of financial reporting and disclosure. w@ee members are drawn from members
of the company’s board of directors, with a 1 cted from among the committee members.
The Companies and Allied Matters Act ( MA), 1990 states that a public limited liability
.

company should have an audit comnj\gg\(maximum of six members of equal representation of
three members each represenﬁ@% management/ directors and shareholders) in place. The
members are expected to‘@%versant with basic financial statements. The audit committee’s
function has evolv @e years. The primary objective of an Audit Committee is to increase the
credibility of @a financial statements, assist directors in meeting their responsibilities and
enhanc% dependence®’.

The audit committee operates as a representative of the board of directors from whom it receives its
powers to perform its corporate governance responsibilities which include overseeing and
monitoring the organization’s financial reporting, disclosure, internal and external audit, internal

control, regulatory compliance, and risk management activities; this applies to public, private, and
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mix sectors, as well as some non-governmental and not-for- profit organizations®. The audit
committee provides the board of directors with necessary advices and recommendations which
include ensuring: that the respective organization complies with relevant regulations and ethical
principles and standards; that the internal auditors are independent and competent; that the financial
statements have been prepared correctly and accurately; and that the compensations_ paid to the
organization’s executives were according to fairness and professionalism®. Q

Audit committees are identified as effective means for corporate governance “that reduce the
potential for fraudulent financial reporting. Audit committees (@6 the organization’s
management, internal and external auditors to protect and preserveshe shareholders’ equity and
interests. To ensure effective corporate governance, the aud ittee report should be included
annually in the organization’s proxy statement, stati @er the audit committee has reviewed
and discussed the financial statements with the gement and the internal auditors®. As a
corporate governance monitor, the audit com %@ should provide the public with correct, accurate,

.

complete, and reliable information, a{é\sﬁwuld not leave a gap for predictions or uninformed
expectations. . \AQ/

Audit Committees have béen leed in monitoring and protecting the interests of shareholders®!.
Researchers have alsg*argued that financial reporting is more reliable and questionable corporate
practices are T lgef where an audit committee exists®>*>**, Due to their responsibility for
oversight rnal control and financial reporting, good governance dictates that audit committee
members should possess a certain level of financial competencies. Thus, the a study recommends
that each member of the audit committee should be or become financially literate and that at least
one member should have accounting or related financial management expertise, where ‘experience’

is defined as ‘past employment experience in finance or accounting, requisite professional
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certification in accounting, or any other comparable experience or background which results in the
individual’s financial sophistication, including being or having been a CEO or other senior officer
with financial oversight responsibilities®.

Most, if not all, of the audit committee activities and responsibilities are related directly or
indirectly to the audit committee roles in corporate governance. The audit committee’s composition,
competence, independence, and expertise are strongly correlated with the organi *scorporate
governance. The increasing demand on the corporate governance and accoun@ related to the
board of directors, particularly the recent lawsuits and investigations,@Xethe creation of audit

committees an extremely necessary step’®. The audit committee V&the organization’s annual,

quarterly, and monthly reports; it issues its reports and reco@n ations to the board of directors;

and annually issues a report submitted to the sharego)@(as part of the organization’s annual
report) describing its activities and responsiQilitfeb

relationships with almost all of the o%i tion’s stakeholders (e.g., board of directors,

ring the year. The audit committee has

management, internal auditors, extem&ﬁ%itors, and, to a certain extent, shareholders and financial
statement users), as well as the g@:g and regulatory bodies®*.

Accounting quality in te%? quality in financial reporting offers guidance for all areas of
financial reportingc;\'@the contents of reports. It sheds new light on the importance of auditors’
independence. Specifically, auditing financial reports add credibility to management’s reports and
reduce no@ty, risk and the cost of capital. Quality financial reporting shows managers that
they can create value by voluntarily increasing auditors’ independence. Accounting Principles
(GAAP) in all material respects Audit committee depends on company’s management and outside
auditor for a full range of information, based on both facts and judgment, on the financial reporting

process. Poor quality financial reporting, can result from the failure of an audit committee to
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question management selection of accounting methods and they are not equipped to guarantee the
accuracy and quality of a company’s financial reports and accounting practices®.

On account of this introduction, the audit committee as a sub-committee of the board of directors
has oversight responsibility for the financial reporting process. The audit committee is expected to
provide a formal communication between the boards, the internal monitoring system and the
external auditor. A study affirms that the audit committee’s oversight responsibili r the firm’s
financial reporting process and its primary purpose is to enhance the credibilitQ)J dited financial
statements®. Another study argued by asking whether Audit Co@%e Independence can
significantly improve the financial reporting quality. He further, sa at it is unlikely, because

current accounting practices allow wide discretion by ma nt in the choice of accounting

methods and estimates”®. 2 er

Shareholders’ interests are protected through t B@ties of audit committee because management
may not always act in the interest of cb\@gtion’s owners”’. Studies in favour of larger audit
committee posited that when more@gc?e are involved in checking the activities of managers,
wrongdoings will be reduced . erformance will be enhanced. A number of studies which
revealed positive relatio @between audit committee size and firm performance include®®®.
However, other re@?}}é reported that there is no positive relationship between audit committee
size and the p ance of firms'?. From the foregoing, there exist a mixed reaction with respect to
the relaﬁmg{p between audit committee size and firm performance. The position of other author
Prakash and Martins make logical sense as the interest of shareholders can be protected by a

number of individuals who will be difficult to manipulate especially when they are large in

number?’.
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Independence of the board of directors is necessary for them to objectively monitor the activities of
the management, acting as agents of the shareholders to ensure that their actions are in line with
shareholders interest and in accordance with the spirit of the agency relationship. In addition, the
manner in which the board is constituted has also been shown to influence the performance of a
firm. A Study suggested that corporate transparency which is perceived as the extent to which
outsiders can observe and scrutinize manage actions'®. To achieve this, the bo hotld put in
place regulations, values, policies and procedures to safeguard information, (%nj cision making
and operate openly with employees, shareholders and other stakeholder@(udy stated that board

accountability is observed from three perspectives of accuracy, f?ﬂ and adequate disclosures to

the interested parties!'®!. Q

Consequently, looking at board independence, a bo@ more independent if it has more non-

executive directors. As to how this relates to pﬁ\@ce, empirical results have been inconclusive.

In one breath, it is asserted that executi\ ectors are more familiar with the firm’s activities,

therefore are in a better position to r@ft? top management. On the other hand, it is contended that

non-executive directors ma é‘{\% “professional referees” to ensure that competition among
N\

102

istent with shareholder value maximization “*. Independent directors

insiders stimulates action

are incentives to @@ diligently, because they seek to protect their reputation as effective
monitors of erial discretion. Since they are in a better position to discipline management,
indepenﬁql%irectors are arguably more effective in prohibiting opportunistic behavior, thereby

reducing potential agency conflicts'®.

2.1.2.3 Board Diversity
Here is a view that larger boards are better for corporate performance because they have a range of

expertise to help make better decisions, and are harder for a powerful CEO to dominate.
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However, recent thinking has leaned towards smaller boards. Studies argued that large boards are
less effective and are easier for a CEO to control. When a board gets too big, it becomes difficult to
co-ordinate and process problems. Smaller boards also reduce the possibility of free riding by
individual directors, and increase their decision-making process'®!%>, Empirical research supports
this. Thus, another study documented that for large firm large U.S industrial corpqrations, the
market values firm with smaller boards more highly'%. A study also finds ne Q&cn‘relation
between board size and profitability when using sample of small and midsize finish™firms'®’.

The diversity in the board is significant in that it enhances effectivene@&orporate governance.
Board diversity of its members should be based on various dime '@ich are advantageous to a
firm, since they come along with different ideas which co one another!'®. A study urges
that the characteristics in board composition such as a"&%ty, age, independence, gender comes
along with many attributes, which supports the fi “Gender diversity in the composition of the
board would enhance a balance in decision }mg as in a way female think different from men''.

.

Female members are very sensitive toxﬁgry issues such as community response, leadership style,
and employee’s attitude'!!. \AQ/

In most business firms, altho Qﬁhe board is set as an effective tool in corporate governance, the
management of bu 'h@ns seems to be in theory; it has noted that practically their value is less
clear. Corpora‘v@ovemance ought to support the firm’s structures while focusing on the set
objectives Q’Qe firms and how to monitor the performance that would ensure efficiency and
effectiveness in service delivery’®. Similarly, structure and composition of the board should have
individuals possessing good reputation and ought to maintain good corporate integrity. It is also
important to note that board composition would support the structure of the board to function well”.

A study posits that the size of the board impacts on the quality of corporate governance taking into
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consideration that larger boards could be dysfunctional while smaller boards look to be better
because the boards which are large are most likely to plague in to problems of monitoring the firm
well!!2,

However, a study reveals that larger boards come along with vast intellectual knowledge which

113

supports decision making and enhances firm’s performance''”. Organizations would w t a diverse

board comprising of members with multiplicity of knowledge, experience and s pport its
expansion, however no concrete and substantial evidence has proved that b émposmon and
diversity influences decision making of management''*. Similarly, a stu@eals that firms having
a larger board size are most likely to pay higher dividends at t of the period while greater
independence of the board would promote better quality go@ ¢ and monitoring of the firm!'!>,

A study conducted a study on the effect of corporate g& ance on firm performance of listed
companies in Sri Lanka and found out that board #1Z€s and audit committees have a significant
impact on return on assets (ROA)'6, \

.

With respect to board diversity, anoth’((.s%gl maintains that high female representation on boards

provides some additional skillsQ&erspectives that may not be likely with all-male boards.

Further they added that bo&@&rsity promotes more effective monitoring and problem-solving as

well female board \&ss bring diverse viewpoints to the boardroom and will provoke lively
10 S117

boardroom dis@'

perspec@ersity of the board of directors and the subsequent conflict that is considered to

. Gender diversity in the boards is supported by different theoretical

commonly occur with diverse group dynamics is likely to have a positive impact on the controlling
function and could be one of several tools used to minimize potential agency issues!!s.

It is argued in a study that when managers and executives constitute the board of directors of

business firms, their stewardship behavior is likely to translate into highly performing firms. By
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examining the diversity of the board of directors, it was argued that boards which constitute a
majority membership of firm managers and executives are likely to perform better than firms whose
boards constitute a greater majority of members outside the firm. The mode of communication in
boards where majority of the membership are firm managers and executives will reflect interests
internal to the firm, since managers and executives operate on interests that are in line with the
firm’s interests, which are the principals. Also, the presence of firm managers and Q%es on the
board is likely to be influential in the integrity of the board. After all, the goals, of th€ managers and
executives are self-actualization but in the interest of organizationa 9 This assumption
agrees with a study who observed that boards that are dominate 1 ers (in this case managers
and executives) have in-depth, technical and current knowle’ information need for the firm’s
success!?’. However, such assumptions do not thwart rp@ scholars who noted the possibility of
one individual coming as a steward towards a cert al and an agent towards another goal. This
is possibly due to the multiplicity of goals an }ﬂ icts among principals!?!.

A number of studies have linked the {ﬁ?brtlon of outside directors to financial performance and
shareholders ‘wealth!?>123:124 A &posits that firms with high quality governance mechanisms,
such as independent board@ctors are associated with low levels of earnings management. To
the extent that in t outside directors monitor management more effectively than inside
directors, this s@r ypothesizes that companies with a greater proportion of independent directors
will be es@y to engage in earnings management than those whose boards are staffed primarily
with inside directors!%,

The combination of executive and non-executive directors constituting a firm’s board is very vital

for its performance and in achieving the objective of the firm for better result. The proportion of the

non-directors would to a large extent determine the quality of decisions taken since objectivity
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would play a crucial role and whether the board can actually monitor and control the management
in ensuring efficiency in its dealings. A board is seen to be more independent if it has more non-
executive directors!?®. Executive directors are more familiar with the activities of the organisation
and therefore in a better position to monitor top management particularly if they perceived the
opportunity to be promoted to positions occupied by incompetent executives. Similarly, non-
executive directors may act as "professional referees" to ensure that competitior@%g xecutive
directors stimulates actions consistent with shareholders’ value maximizationlﬁj

Indeed, evidence from studies strongly agreed to the crucial role of®%ﬁecutive directors in
monitoring management performance, offering invaluable advice.to sharcholders and protecting the
interest of shareholders'?®. Financial markets usually respon Qely to the announcement of the
appointment of non-executive directors by showin a@eciable level of improvement in the
performance of the company's shares!?13°, Though r studies from other scholars thus could not
establish any significant relationship betwee kn-executive directors and firm performance, it is

.

generally accepted that the effectiv&@formance of the board depends on having the right
proportion of executive and non- gﬁve directors on the board!3!:132:133,

Fundamentally, the CBN\@&)f corporate governance provides that non-executive directors
should be persons f@galiber with broad experience, integrity and credibility. They should be
key members Ig{oard that brings independent judgment as well as necessary scrutiny to the
proposals z@%tions of the management and executive directors especially on issues of strategy,
performance evaluation and key appointments. Non-executive directors are appointed for an initial
term of three years. The term may be renewed if both the director and the board agree.
Appointments are subject to the provisions of the Companies Act and the articles of association,

including those relating to election/re-election by the shareholders at annual general meetings and
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the removal of directors. There is an apparent presumption that boards with significant outside
directors (non-executive directors) will make different and perhaps better decisions than boards
dominated by inside directors (executive directors). However, the nexus between non-executive
directors’ composition and corporate performance has been less investigated®.

2.1.2.4 Board Size

Board size is taken to refer to the total number of members serving on a firm’s Q%e size of
the board is measured by the number of directors serving on such boards There is™a point of view
that larger boards are appropriate for corporate execution since scope of ability to
enable settle on to better choices, and are more difficult for an éCEO to rule. Be that as it
may, late intuition has inclined towards minor boards'. A@r contends that substantial boards
are less powerful and are simpler for a CEO to contr .@e point when a board gets too huge, it

winds up plainly hard to co-ordinate and proce ¢s. Minor boards additionally decrease the

likelihood of free riding by individual d1rec @d increment their basic leadership forms!®

In Ghana, it has been distinguished@( ttle board sizes improves the execution of microfinance
institutions!®?, Another stud e above discoveries in firms recorded in Kenya, Singapore and
Malaysia. In their inve %{b they found that firm valuation is most astounding when board has

five directors, a nq

study found irm execution is decidedly related with little board measure rather than large
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considered moderately minor in those business sectors'®. In a report, a

boardslg\&fudy demonstrated that an esteem significant trait of corporate boards is its size'®®

Organizational theory surmises that bigger gatherings set aside generally longer opportunity to
settle on choices and, accordingly, more input time!’. A study recommends an ideal board size in
the vicinity of seven and nine executives. In this regard, exact examinations have demonstrated that
the market value firms with generally little board sizes. Consequently, as board size builds board
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action is required to increment to make up for increasing process losses. The contention is that large

boards are less powerful and are less demanding for a CEO to control!%°.

The cost of coordination and handling issues is likewise high in large boards and this settles on
basic leadership troublesome. Then again, littler boards diminish the likelihood of free-riding and
consequently have the inclination of improving firm execution!®’. At the point wh%e idea of
board is acknowledged, it can be naturally accepted that a bigger board is ideal@is empowers
the consideration of more various board individuals bringing diverse are& ertise, expanded

board measure causes expanded issues of coordination and correspe l& e, undermining board

viability in monitoring agents'®, Q

Extensive board will probably confront high expenses t(}g@itor the firm and they are more averse
to have viable capacity when the extent of the boarﬂb@ore than seven or eight individuals'®. The
agency model recommends that as board size ‘&Qut to be substantial, the agency problem related

[ ]
to director freeriding increases and tkg\’{&ar becomes more symbolic and less a part of the

0

management process'”’. . @

N\
Substantial boards will pr@%e controlled by the CEO as opposed to the board monitoring and
controlling the ad 'n@n This will give the directors the spaces to seek after their own interest
as opposed to %stmg to the interests of the investors and administrators prompting increment in
the age@ems and thereby lower companies’ performance execution'’!. A study contends
that as board size winds up noticeably bigger it will be more troublesome for board individuals to
achieve consensus because of the more assorted opinions and decisions. In this manner, large

boards are slower and less proficient in settling on choice!.
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A study presumes that to-date there is as yet a level headed discussion about the ideal size of the
board. At the end of the day, there is no particular formula that ought to be embraced or taken after
to characterize the number of executives inside the board'’?. Another study detailed that large
boards are described by less soundness and poorer correspondence which may diminish the board
individuals' capacity to monitor the administration effectively. This cause greater agency problem
and costs resulting in lower firm performance. In riding problems, increment in Q%aing costs

and internal conflicts among executives. Therefore, these hazards will impact 1fi"increasing the

agency problem and thereby minimizing returns and worse firm perfom’@

Study argues the possibility that larger boards can be less effect@aan small boards. When boards
consist of too many members agency problems may increa@ some directors may tag along as
free-riders. They argued that when a board becomesé%ig, it often moves into a more symbolic
role, rather than fulfilling its intended functio@ of the management. On the other hand, very
small boards lack the advantage of havin@pread of expert advice and opinion around the table

that is found in larger boards!'”’. Fur@re, larger boards are more likely to be associated with an
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increase in board diversity in t@ﬁ f experience, skills, gender and nationality'®“. Expropriation of

wealth by the CEO or ir&de ectors is relatively easier with smaller boards since small boards are

°
also associated wi@

preoccupied y@ae decision - making process, leaving less time for monitoring activities.

er number of outside directors. The few directors in a small board are

2.2 M)retical Review
This study was anchored on three theories that supported the study variables. The specific theories

covered are; Stakeholder theory, Shareholder theory and the Agency theory.
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2.2.1 The Stakeholder Theory

The stakeholder theory developed and championed by R. Edward Freeman in the 1980s. The
stakeholder model takes a broader view of the firm. According to the traditional stakeholder model,
the corporation is responsible to a wider constituency of stakeholders other than shareholders.

Other stakeholders may include contractual partners such as employees, suppliers, customers,
creditors, and social constituents such as members of the community in which the@ located,
environmental interests, local and national governments, and society at large¢'3*.*Phis view holds
that corporations should be socially responsible institutions, managed 1 Xblic interest.
According to this model performance is judged by a wider constitue 1nterested in employment,
market share, and growth in trading relations with supplie Qurchasers as well as financial
performance. The problem with the traditional stake del of the firm is that it is difficult, if
not impossible, to ensure that corporations fulﬁll:ﬁg wider objectives. Arguments against this
point of view, the idea failed to give clear guidanee to help managers and directors set priorities and
decide among competing socially ben ﬁs\l%es of corporate resources, and provided no obvious
enforcement mechanisms to ens@gﬁ corporations live up to their social obligations. As a result
of these deficiencies, few@ws, policymakers, or other proponents of corporate governance
reforms still espous %$fdel134

However, give <ﬁentlal consequences of corporate governance for economic performance, the
notion that%@ratlons have responsibilities to parties other than shareholders merits consideration.
What matters is the impact that various stakeholders can have on the behavior and performance of
the firm and on economic growth. Any assessment of the implications of corporate governance on

economic performance must consider the incentives and disincentives faced by all participants who

potentially contribute to firm performance. With this in mind, the stakeholder model has recently
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been redefined; where the emphasis has been to more narrowly define what constitutes a
stakeholder!*,

Therefore, the new stakeholder model specifically defines stakeholders to be those actors who have
contributed firm specific assets'**. This redefinition of the stakeholder model is also consistent with
both the transaction costs and incomplete contract theories of the firm in which the firm can be
viewed as a nexus of contracts'*>. The best firms according to the new stakehold Qde are ones
with committed suppliers, customers, and employees. This new stakeholder a&rjg is, therefore,
a natural extension of the shareholder model. For example, whenev specific investments
need to be made, the performance of the firm will depend upon tr%ons from various resource
providers of human and physical capital. It is often the cas Qe competitiveness and ultimate
success of the firm will be the result of teamwork g?b%)odies contributions from a range of
different resource!*. ’b

Stakeholder theory as first described, suggests that shareholders are merely one of many

.

stakeholders in a company. Accordin{@}takeholder theory, the stakeholder ecosystem, involves
anyone invested and involved h&gffected by, the company: employees, environmentalists near
the company’s plants, V%? governmental agencies, and more. The theory suggests that a
company’s real su ~(§i in satisfying all its stakeholders, not just those who might profit from
its stock!3®. Cu@t nglo-American corporate governance arrangements confer extreme authority
on manﬁ o might misuse it for self- interests at the at the cost of shareholders and the entire
community. Supporters of such a perspective contend, to the point that the current institutional
restrictions on administrative behavior, such as non-official executives, the review procedure, the

risk of taking over, are just lacking in order to forestall corporate force manipulating directors'3”. As

stated by a study, shareholders that are guaranteed by fluid resource markets are not interested in
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anything except the most significant misuse. For example, motivation tools offer alternatives are
means by which supervisors can legitimize their irregular excessive!3.

The mismanagement of office power is mostly linked to the concept of overcompensation of
officials since it has escalated much faster than the normal income and there has become
exceptionally powerless relationship between remuneration and execution of administration'*®. The
only limitation on managerial pay appears to be the modesty of the managers and Qﬁusinesses
are not efficient in setting up purported autonomous remuneration committegs. tudy observed
that this model's proponents do not think that the corporate govemance@h’s primary lines such
as shareholder participation in significant choices, more data on % affairs and non-executive
directors, are appropriate surveillance mechanisms. Rathe 6

suggest legislative changes in

corporate governance, whereby hostile takeovers c ngﬁ% carried out, as share ownership no
@ fundamental goal of company authority in

longer gives the right to appoint executive dire%
this form is managerial liberty with accoun }ﬁ{y to enable executive management to create the
.

long-term company while keeping the&@?brously accountable to all company stakeholders'#.

Corporate governance's objec‘t@ to maximize the corporation's entire wealth creation.
Specifically, a study descr?@?stakeholder as any group or person that may or may be influenced
by the accomplish E@w company's goals to generalize the concept of stockholder as the only
group to whicl@a agement needs to respond'#!. Freeman proposed that the stakeholders of a
compar@se groups that the organization would cease to exist without their assistance. These
organizations would include clients, staff, vendors, political action groups, environmental groups,
local communities, media, financial institutions, government organizations, and more. This theory

was used in the research as it offers instrumental methods that are primarily aimed at enhancing
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effectiveness, improving company performance and eventually improving earnings. Stakeholder
theory allows companies to make more cash with instrumental methods'#!.

2.2.2 Stewardship model theory

Many finance and accounting theories have been developed and equally propounded by theorists
but this study in addition to stakeholder theory would anchor on stewardship model thepry which is
more appropriate to the topic of the study. In the stewardship model, managers ar Q&ewards of
the corporations and diligently work to attain high level of corporate profit and” share holders’

returns'#2.

The study notes that managers are principally motiv y achievement and
responsibility needs’ and given the need of managers for.responsible. Self-directed wok,
organizations may be better served to free managers. From rwence to non-executive directors
dominated boards. According to them, ‘most resear heant explored into boards have as their
prior belief the notion that independent boardigéo d and so eventually produce the expected
results. \
N

The stewardship theory holds that, bec&@g\;eople can be trusted to act in the public funds and other
valuables in general and for the'i@%s of their shareholders in particular, it makes sense to create
management and authorit&@%ures that, because they provide unified command and facilitate
autonomous decisi @g, enable companies to act (and react) quickly and decisively to market
OppOI’tuIlitiGSlM@liS approach leads, for instance, to the combination of the roles of chair and CEO,
and fo%% ommittees to be either non-existent or lightweight. Resistance to the modern
corporate governance movement to a day tends to be based on this theory.

Stewardship Theory, developed by Donaldson and Davis is a new perception to understand the

142

prevailing ownership-management relationships of the company'**. Under the stewardship theory,

1

business executives safeguard the owners' or shareholders ' interests and make choices on their
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behalf. Their only aim is to build and sustain a successful organization in order for shareholders to
thrive. Companies that adopt stewardship position the duties of the CEO and the Chairman under
one executive, with mostly in-house members comprising a board. This enables intimate
understanding of the operation of the organization and a profound dedication to achievement!4?,

A study observed that stewardship theory has psychological and sociological origins. Steward
theory positions that through strong performance, a steward protects and maximi Q%Nealth of
shareholders. Stewards are business directors and executives working for sharehglders, protecting
shareholders and making earnings'*. When organizational achieveme@hieved, the stewards
are happy and driven. It emphasizes the role of staff or managers.to ve more autonomously in
order to maximize the yields of shareholders'*. Their mai ine is to create and maintain a
successful organization so the shareholders prosper. Thb%ployees take ownership of their jobs
and work at them diligently. ’bb

In this study, stewardship theory contributes by offering an alternative view to the widely-discussed

.

agency theory. Instead of assuming g(@t between managers and shareholders, it suggests that
effective corporate governance\ ures can enhance managerial alignment with corporate
objectives, leading to imp@nancial outcomes. By fostering a culture of trust, accountability,
and long-term co @ stewardship theory supports the idea that managers, when empowered
with adequate é\ggance mechanisms, can enhance a company's financial performance. This
theory's fo@’q collaboration and shared goals aligns well with consumer goods companies where

strategic, long-term investments are critical for success. It encourages better governance practices to

drive sustainable financial growth through managerial stewardship.
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2.2.3 Agency Theory
Another theoretical framework for this study is the agency theory, the reasons is because Agency
theory as a useful economic theory of accountability helps to explain the development of the audit.
Agency theory posits that agents have more information than principals and that this information
asymmetry adversely affects the principal’s ability to monitor whether or not their interests are
being properly served by the agents'®. It is built on the premises that there is an a eQ%ationship
wherein the principal delegates work to the agent. (Jb
As a result, there evolves risk sharing and conflict of interest between tk@%aﬂies. It is the belief
that the agent will be driven by self-interest rather than the desi e%ximize the profits for the
principal. The theory describes the conflicts that arise as a r Qhe separation of ownership and
control'*. The economic principal-agent theory co i(jﬁghstitutions as nexus for contracts and
according to studies, the principal agent relations a contract relationship where the principal
establishes appropriate incentives for the a@t. owever, since principal and agent have different
.
incentives and because of informatio&@mmetry and external disturbances, the principal is not
able to adequately monitor the a@%ions which intend effect the financial performance!4%!47,
Agency theory, examines @1 conflicts of interest between principals and agents. In a public
corporation, this is %ore probable to be an issue than a personal one. This issue occurs when
stockholders eniploy*€xecutives to operate their business. The Theory of the Agency clarifies how
best the co@on between officials and directors can be used to govern a corporation in order to
achieve its objectives!*. Corporate governance is based on the concept of agencies, which is the
inter-agent and partnership. Corporate governance definitions regarded the connection between the
shareholder and the business as ,,Agency Theory™ for instance the Manager-agents acting on behalf

of shareholder-principles in supervising management's self-centered actions!'#.
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In a corporate relationship, the stakeholders have plainly categorized obligations: Principals are
select and set up governors including the executives and evaluators to guarantee viable
administration framework is executed. Specialists are in charge of the everyday running of the
corporations'*’. A relationship between the principal and the agent is always prone to clashes in a
corporation due to financial incentives experienced by the agents which usually differ from those
experienced by the directors!®!. All organizations are subject to office problems i Q%nce with
a study and to some extent generate activity provisions for managing them. Thgse ifi€lude setting up
policies such as: checks on operators performance, monitoring of speci@&)perations, budgetary
impetus to urge operators to behave in the light of a legitimate 6: or principals, and sharing
of hazard capabilities from control capabilities!'*2. Q

However, the theory of the agency has its constraints i% dependence on the board of directors
by stakeholders has been shown to be unhealthy a amount of independence of certain boards
of directors can be challenged. A study not kt(Qt

L)

independent!?. This is however often es\as noted in a study that found that over 85% of Fortune

here is a common perception that the board is

500 industrial companies had irimen who had also served as the corporations CEO!4. This
theory was used in this S@Q‘to anchor corporate governance structure since it enhances the

understanding of §:\Q§sionships between agents and principals of corporations so that the

interests and pe& nce expectations of shareholders are offered every opportunity to be realized

by the %be

Agency theory plays a crucial role in understanding corporate governance by focusing on the
relationship between shareholders (principals) and company managers (agents). In the context of
corporate governance, it emphasizes the potential conflicts of interest that arise when managers,

entrusted with running the company, prioritize their own interests over those of shareholders
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(Jensen & Meckling, 1976). This theory contributes to corporate governance by advocating for
mechanisms, such as boards of directors, executive compensation structures, and monitoring
systems, that align the interests of managers with those of shareholders. These governance
mechanisms help mitigate the risk of agency problems, including managerial opportunism and
inefficiencies, which can harm a company’s financial performance. By promoting transparency,
accountability, and appropriate checks and balances, agency theory encourages t @nentation
of governance structures that protect shareholders’ interests, ensuring better \deciSton-making and

ultimately improving the financial performance of listed consumer good@n anies.

23 Empirical Review of related Studies Q

This section reviews the existing research on the connecti@&een a consumer goods producing
manufacturing firms profitability and its corporate@ rnance using board composition, audit
committee independent and board diversity irf@rla and other nations. Although the findings of
these studies, which were carried out in‘@mﬁons are varied, the majority of them have come
to the conclusion that there is a &tlve correlation between the corporate governance and
profitability of consumer @)roducmg manufacturing firms. Firms with good governance
structure perform better than their similar competitors. These studies' authors employed a variety of
approaches and a@ber of factors. The empirical literature shows that a lot of studies try to

measure the ate governance influence on firm performance.

2.3.1 chomposition and financial performance of quoted consumer goods companies in
Nigeria.

A study in 2023 examined the impact of Corporate Governance on Financial Performance of quoted
consumer goods companies in Nigeria. Secondary data sourced from the annual report of the

sampled manufacturing firms for a period of ten (10) years 2012-2022 were used. The data obtained
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were analyzed with the aid of descriptive statistics, Pearson correlation coefficient and ordinary
least square regression. The findings among, other things indicated that board composition has
positive insignificant impact on return on asset, and that board independence has a positive and
significant impact on quoted manufacturing firms in Nigeria. The study concludes that there exist a
strong and significant relationship between corporate governance and financial per&mance of
quoted manufacturing firms in Nigeria'’. Q

A study in 2018 also looked into the effect corporate governance on financial @\ance of listed
companies in Nigeria. The study analyzed and determined, individually &ntly, the influence of
board size, board composition and audit committee size on c @performance. Exploratory
research design was used through a purposive sampling @e. Ten (10) listed firms were
chosen and data extracted from the annual reports o t%%‘ms from year 2010 to 2016. A panel
data regression was used to analyze the data. Fin of the study revealed that board size had a
significant negative correlation with NPM, b %‘composition had a significant positive correlation

.

with NPM, audit committee size had {ﬁ?@lgniﬁcant correlation with NPM. The study concluded
that board composition shoul Q%{st more of the non-executive directors while the audit
committee also should be % d from time to time!3®,

A study used surve @gh design to investigate the effects of corporate governance practices on

e

the financial pepformance of commercial banks in Nigeria in 2018. A secondary source of data was
used fo th@arch. The data were collected from financial statements of the five (5) commercial
banks selected from the Nigerian Stock Exchange listing for fourteen financial years (2003-2017).
The study utilized the panel Least Squares Regression Analysis as the method. The result indicated

that board composition had significant effects on financial performance (ROA) of commercial

banks in Nigeria, board gender diversity had significant effects on financial performance (ROA) of
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commercial banks in Nigeria, the audit committee has no significant effects on financial
performance (ROA) of commercial banks in Nigeria, and board independence had significant
effects on financial performance (ROA) of commercial banks in Nigeria. The study, therefore,
concludes that the weak corporate governance structure in Nigeria contributed immensely to the
recent crisis experienced in the Nigerian banking sector”.

A study in 2017 examined the effect of corporate governance on financial perfi % of listed
companies in the consumer services sector in Botswana for the period 2012-201 6. R€turn on Assets
was taken as the dependent variable to measure profitability and Board @ nder diversity, male-
female representation in the board, composition of executive and r@utive directorship, number
of subcommittees and frequency of board meetings as indepé ariables. The findings indicated
significant positive relationships between board size a% ¢ number of male board members and
between board size and the number of nonexecu irectors. Negative significant relationships
were identified between male board represegh and female board representation and between the

.

number of executives and gender div@etum on assets, which measured the performance of
the selected companies showed'ai@ negative relationship with number of sub-committees!

In 2019, a study examine@ate governance practices and firms’ financial performance in the
selected manufact @manies in Lagos State, Nigeria. The study employed a comparative
analysis to gau%the changes to corporate governance practice between the years 2003 to 2010 by
manufa tu@)mpanies. The Panel data of the ten companies for the 8 years was used, employing
ordinary least square (OLS) method of analysis. Consequently, the results of the descriptive
statistics show that majority of the companies implemented the code of conduct that emphasizes
appropriate composition of the board of directors and forecast of operations. Further analysis shows

that there was positive relationship between the return of equity and legal compliance. Also, there
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were weak relationships between return on equity (ROE) and board compliance. These imply that
while the companies obey the regulations in term of board composition, legal compliance and
production projections, which are the major concerns of this study. Meanwhile, some other
variables impacted more on ROE'®,

A study in 2018 investigated the influence of corporate governance (CG) on the performance of
companies. The study employed exploratory research design. Ten (10) listed fi &ee chosen
through a purposive sampling technique and data extracted from the annual feports of these firms
from year 2010 to 2016. A panel data regression was used to analyze th@a. G was proxied with
board size (BS), board composition (BC) and audit committee si e%) while performance was
proxied with net profit margin (NPM). Findings revealed th size had a significant negative
correlation with NPM, board composition had a si i@ositive correlation with NPM, audit
committee size had an insignificant correlation wi M and board size, board composition and
audit committee size had a significant joint e %\)n NPM'7,

A study in 2018 looked at the impact @porate governance arrangements on disclosure standards
in companies listed on the Pales@ change. The corporate governance variables investigated in

the report were board size,‘%&)wnership, board compensation, position duality, number of board

meetings, audit co"pﬂ@ize, and auditor form. The research looked at the substance of annual

reports for com Misted on the Palestine Exchange for ten years, from 2005 to 2016. Panel data
has been @By the researchers over the past twelve years since it provides more detailed
information, greater variability, less collinearity, more degrees of freedom, and higher quality. The
study found that while board size, board ownership, and auditor form all have a favorable influence

on disclosure quality, position duality, board salary, and audit committee size all had a negative
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impact. The study was significant for Palestinians since it improved the uniformity of the
corporations' disclosure!®.

A study determined the impact of board composition (proportion of the non-executive directors)
and board size on the financial performance of the companies. The study employed panel data of
145 companies for a period of five years and has employed panel regression model to study the
relationship between different variables. This study does not find any signifi Qre ationship
between board size and financial performance of the company. Also, the stud co@des a positive
relation between non-executive directors and financial perfomance@ company as these
directors bring their expertise, network and resources to the om6ni 1on which is crucial for the
growth and performance of the enterprise®’. Q

In 2021 a study examined corporate governance a d@mance of Deposit Money Banks in
Nigeria. Data used for the study were secondary da ected from the audited financial statements
of 10 Deposit Money Banks listed on the Ni bﬁn Stock Exchange (NSE) for ten years, spanning
from 2008 and 2017. Pooled Ordirl(@}Least Square (OLS), fixed effect and random effect

estimation, alongside post estimatign™tests such as restricted F-test, Hausman test was used to test

the hypotheses. Result re\@?that board size exerts a negative and significant effect on the

performance of D p@oney Banks in Nigeria, board composition exerts a negative and
significant effe%l e

a positive significant effect on return on assets and gender diversity exerts a positive but
p g g y p

turn on assets of Deposit Money Banks in Nigeria, board audit committee has

insignificant effect on the performance of Deposit Money Banks in Nigeria. It was therefore

established that corporate governance exerts a significant effect on the performance of Deposit

Money Banks in Nigeria®.
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Another study examined the effect of corporate governance (board size, non-executive directors,
block ownership and CEO Tenure being corporate governance mechanisms) on performance (Tobin
Q) of listed insurance companies in Nigeria from 2012-2021. Secondary data was collected and
analyzed for this study, sourced from Nigerian Stock Exchange (NSE) Fact book and the listed
firm’s published financial statements for the period of 2012-2021. Panel regression technique was
used to analyze the data. The study found out that board size, block owner-ship Q{m:itive but

insignificant effect on the performance of listed insurance firms, while CEO T€nure and non-

executive directors had positive and significant effects on the perform@f the listed insurance

O

A study investigated the nature of corporate governance structure and its contribution to the

firms®*.

determination of performance of large cap and mid-cap companies listed in India. A total 100
companies, i.e., top 50 large cap companies and top 50 mid-cap companies, were considered. The
data was analyzed separately for both large cap and mid-cap companies by using multiple
regression models to identify the variables that affect company performance. The study found that
there is significant effect of selected measures of corporate board structure on the performance of
both large cap and mid-cap companies listed in India, except for board meeting in the case of large

cap samples and gender diversity in the case of mid-cap samples’.

A study estab}'b@d the effect of board composition on financial performance of companies listed in
Nairobi\SQ/ ties Exchange. A descriptive research design was in the study. The population of
interest in the study constituted all listed companies quoted at the NSE for the period of five years
from 2008 to 2012. Secondary financial data sources was used for the study, where annual financial
reports of individual listed firms was used over the five year period where profitability was

extracted and used as a measure of financial performance. The findings showed that Board
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Composition variables i.e. age, gender, independence and ethnicity considered in the model are
significantly associated with financial performance as indicated by their positive mean values and
respective standard deviations®’.

A study explored the impact of the mechanisms of corporate governance on the informational
content of Operational Risk (OR) voluntary disclosure. The content analysis method was used to
collect data on the OR disclosure from annual reports of 34 Islamic banks sc Qﬁ various
countries and over a period ranging from 2008 to 2014. Using correlation and muffiple regression
analyses, our results show that the information disclosed on OR, ey that of quality, is
considered as value-relevant for investors as they have additignaNinformation content in risk
assessment of banks. Empirical results reveal the significant éof independent directors on the
OR voluntary disclosure reported information. Conver: e concentration of the chairman and
chief executive officer responsibilities on the saﬁb erson reduces it. The crucial presence of
monitoring bodies, particularly, the Shariah @v\gisory Board and the external auditor type affect
significantly the OR information tha&@lslamic banks disclosure voluntarily in their annual
reports’s. '$Q

In 2021 study investigat tQinﬂuence of corporate governance (CG) on the performance of
companies. The st d@loyed exploratory research design. Eight (8) listed firms on Nigerian
Stock Exchang@gﬁ:hosen through a purposive sampling technique and data extracted from the
annual ep@%’f these firms from 2006 to 2017. A panel data regression was used to analyse the
data. Results showed that the corporate governance variables have effect on financial performance:
specifically, there is a positive significant effect of board size on return on asset (ROA) of

manufacturing firms in Nigeria. On the other hand, board composition has a negative and non-

significant effect on return on asset (ROA), Again, Audit committee independence has positive and
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significant effect on return on asset of the manufacturing firms in Nigeria. Lastly, BOIND revealed
the existence of strong negative correlation with ROA and the financial performance of firms in
123

Nigeria

2.3.2 Audit committee independence and financial performance of quoted consumer goods
companies.

A study examined the effect of Audit Committee characteristics such as Independence‘, Expertise,
Size and Diligence on Earnings Management in Pakistan. The study has taken a sample of 172 non-
financial companies from Pakistan Stock Exchange to checks the amendment™ s impact on the
Audit Committee composition. The study covered 860 firm years™ observations from 2013 to 2017.
Pearson Correlation, Descriptive statistics and Random Effect Regression were employed to
estimate the results. The study findings reveal that among Audit Committee attributes, expertise in
Audit Committee has negative coefficients with the proxies of Earning Management. On the other
hand, Board Independence, Size and Activity are not significantly related to the proxy of Earnings

Management’s.

A study examines the role ofe m&’(&:ommlttee characteristics (independence and frequency of
meetings) in addition v%%er components of corporate governance (duality, promoter
shareholding, boarde (ﬁsmon, and board size) in improving firm performance. Fixed effect
panel data regr@ as applied on 235 non-financial public limited companies listed in NSE 500.
The time 1@% considered was ten years (2004 to 2013). Return on Assets, Return on Equity,
Tobin ‘sq and Market Capitalization were used as proxy of firm performance. Results reveal
significant positive association of board size and CEO-Chairman dual role with firm performance.
However, findings did not reveal any additional effect of audit committee independence and its

meeting frequency on the financial performance of Indian firms®.
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In 2021 study investigated the influence of corporate governance (CG) on the performance of
companies. The study employed exploratory research design. Eight (8) listed firms on Nigerian
Stock Exchange were chosen through a purposive sampling technique and data extracted from the
annual reports of these firms from 2006 to 2017. A panel data regression was used to analyse the
data. Results showed that the corporate governance variables have effect on financial performance:
specifically, there is a positive significant effect of board size on return on QﬁROA) of
manufacturing firms in Nigeria. On the other hand, board composition hasfa n¢gative and non-
significant effect on return on asset (ROA), Again, Audit committee innce has positive and
significant effect on return on asset of the manufacturing firms inNigeria. Lastly, BOIND revealed
the existence of strong negative correlation with ROA an ancial performance of firms in
Nigeria!?3. ,bQ

A study used the survey research design to inyest the effects of corporate governance on the
financial performance of commercial banks i h?geria. A secondary source of data was used for the
research. The data were collected fg{ﬁ}inancial statements of the five (5) commercial banks
selected from the Nigerian Stm&\ange listing for fourteen financial years (2003—2017). The
study utilized the panel LQ@%ares Regression Analysis as the method. The result indicated that
board size had signi @\Affects on financial performance (ROA) of commercial banks in Nigeria,
board composit& significant effects on financial performance (ROA) of commercial banks in
Nigeria, b@ gender diversity had significant effects on financial performance (ROA) of
commercial banks in Nigeria, the audit committee has no significant effects on financial
performance (ROA) of commercial banks in Nigeria, and board independence had significant

effects on financial performance (ROA) of commercial banks in Nigeria®.
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A study examined the impact of corporate governance mechanisms on financial performance of
Indian hotel companies. The analysis was based on balanced panel data over a period ranging from
2013/2014 to 2015/2016 for 30 Indian hotel companies listed on the Bombay Stock Exchange
(BSE). The study investigated three aspects of corporate governance mechanisms namely: the board
of directors (size, composition, and diligence), audit committee (size, composition, and diligence)
and institutional ownership, whereas financial performance was measured ac Q% to three
common measures, return on assets (ROA), net interest margin (NIM), and eaffiings per share
(EPS). The results confirm that board size, board diligence, audit com '\esize, and institutional
ownership have a significant impact on ROA, while boa %osition, audit committee
composition, audit committee diligence and company age insignificant effect on ROA.
With respect to NIM model, the results indicate t t,%% composition, board diligence, audit
committee composition, institutional ownershi%dbl of the company have a significant impact
on NIM, while board size, audit committ Aﬂze, and audit committee diligence have an in
significant effect on NIM. In terms o Q§\SI§P model, the results suggest that board size, board
composition, board diligence,* a\x@zcommittee composition, and company age thus have a
significant impact on EPS%%udit committee size, audit committee diligence, and institutional

ownership have so %@f an insignificant influence with EPS®.

A study investi Sﬁe influence of corporate governance (CG) on the performance of companies.
The ob'ect@f this study were to respectively analyze and determine, individually and jointly,
the influence of board size, board composition and audit committee size on corporate performance
(CP). The study employed exploratory research design. Ten (10) listed firms were chosen through a

purposive sampling technique and data extracted from the annual reports of these firms from year

2010 to 2016. A panel data regression was used to analyze the data. CG was proxied with board
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size (BS), board composition (BC) and audit committee size (ACS) while performance was proxied
with net profit margin (NPM). Findings revealed that board size had a significant negative
correlation with NPM, board composition had a significant positive correlation with NPM, audit
committee size had an insignificant correlation with NPM and board size, board composition and
audit committee size had a significant joint effect on NPM!37.

A study examined the effect of corporate governance on the financial ﬁnance of
manufacturing companies and banks in Nigeria from 2005 to 2014. The study usedproxies such as;
the size of the board, audit committee and board independence as prox@ rporate governance.
The data for the study were analyzed using the pooled least squa r@d of regression and paired
t-test. The study found that there was a positive and signi ationship between Board Size,
Board Independence and ROA of the studied compa 'ef@e manufacturing and banking sectors.
Furthermore, the result of the paired t-test s% there is no significant difference in the
corporate governance structures of Nigerian }& and manufacturing companies'*8.

A study conducted research in the Ni(ﬁ%n%emical and paint industry to analyze the impact of
corporate governance on ﬁnanci&%rting standards. The total number of firms registered on the
Nigeria Stock Exchange ds_of,December 2013 is used as a population, with a sample of four (4)
companies chosen @%ﬁve-year period (i.e. 2009-2013). The data was gathered from secondary
sources, such th€ companies' annual reports and accounts, as well as the correlation and
regression @tudied. In the Nigerian chemical and paint business, the study found that the size
and independence of the board had no effect on the quality of financial reporting, and that the
engagement of non-executive directors in the company audit committee had no effect on the quality

of financial reporting!®.
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A study conducted a study in Bangladesh to examine the influence of board independence on the
economic performance among listed firms. The study collected data from 135 listed firms on Dhaka
Stock Exchange. The study used accounting and market performance measures. The study findings
revealed that board independence had no positive effect on firm economic performance. Further, the
findings showed that, board size had a positive significant effect on firm performance!>*
A study analyzed the association between performance and audit committee si Q%endence,
audit committee members’ expertise and experience and gender diversity of \the Addit committee.
Audit committee size and the expertise and experience of audit commi@n mbers were found to
be positively correlated with return on equity. However, the in %ce of the audit committee
members and gender diversity of the committee had a neg @rrelation with return on equity.
Similarly, audit committee size and the expertise dra%rience of audit committee members
gmdit committee independence and gender

correlated positively with return on asset. que%

diversity had a negative correlation with retu XI asset. This means in response to the hypothesis;
. \'

ROE is positively related to audit s@nd the audit members’ expertise and experience but

negatively related to audit conﬂ&%ndependence and gender diversity of the audit committee.

Similarly, ROA is positiv@ed to audit size and the audit members’ expertise and experience

but negatively re&@ audit committee independence and gender diversity of the audit

committee!%2. 6

A stud i@gated the effects of corporate governance on the financial performance of
commercial banks in Nigeria. The study used the survey research design. A secondary source of
data was used for this research. The data were collected from financial statements of the five (5)
commercial banks selected from the Nigerian Stock Exchange listing for fourteen financial years

(2003-2017). The study utilized the panel Least Squares Regression Analysis as the method. The
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result indicated that board size had significant effects on financial performance (ROA) of
commercial banks in Nigeria, board composition had significant effects on financial performance
(ROA) of commercial banks in Nigeria, board gender diversity had significant effects on financial
performance (ROA) of commercial banks in Nigeria, the audit committee has no significant effects
on financial performance (ROA) of commercial banks in Nigeria, and board independence had
significant effects on financial performance (ROA) of commercial banks in Nigeri Q&

Effect of corporate governance mechanism on the financial performance of @n Nigeria was
studied. The study used secondary data derived from the audited &al statements of the
sampled banks in Nigeria from 2006 to 2014. Ordinary Least Square S) regression was used to
find out the effect of corporate governance variables on ba Qformance. The study observed
that board audit committee and directors’ equity int r%%e a positive and significant effect on
financial performance of banks; while board @L on has a negative but significant effect on
banks’ financial performance. The study concluded that the existence of board audit committee
enhances banks’ financial performance{(.;\\'
A study investigated the link be\w&%oard and risk management committee, and their impact on
companies' profitability represgnted by management accounting measurements ROE and ROA, and
company's profita 'ti@resen‘[ed by market share. The study utilized multiple regression to
analyses availa% ata for Jordanian industrial firms for the ended year 2017. The study found an
insignif%@ between independent managers and company's profitability represented by ROE
and market share. Furthermore, risk management committee has a significant relationship with
ROE and market share’!.

A paper in 2018 analyzed the structure of boards of directors and its impact on business

performance, which is approximated by economic profitability and the Tobin’s Q ratio. The study
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focused on three basic aspects of boards that have been reviewed in the reform of the Good
Governance Code: the size of boards, their independence and their diversity. For the study of
diversity, we use an index that integrates not only the gender of board members, but also their age
and nationality, since these are factors that can influence the knowledge, experience and skills of
the directors. The results confirm a high degree of compliance with the recommendations of the
Good Governance Code, and suggest that the performance of the advisory and mo Q%gfunctions
are factors that determine the composition of boards. With respect to the{performance of the
company, we note that there is a negative and significant relationshi@%‘the independence of
boards. However, the results are sensitive to the performance me @ployedg“.

In 2013 empirical research seeking to investigate various a audit committees’ governance
role. The review is structured around current regulato @vaﬁons of audit committees seeking to
document the extent to which specific chara ics of good practice influence various
components of audit committee effectiveneﬁ}*ls found that larger and more independent audit

.

committees as well as those with ﬁ@ expertise are more likely to seek a higher level of
external audit coverage and a@ e. There is also evidence that more independent audit
committees are associated\with“Mhe purchase of lower levels of non-audit services from auditors,
thereby seeking t '@re the independence of the external audit process. There seems a
consensus that@re independent audit committees and those with greater accounting/financial
expertise }& positive impact on the quality of financial statements. Evidence on the stock
market reaction to audit committee issues suggests that investors both welcome the presence of

audit committees and react positively when members are appointed with relevant expertise. It is

also found that internal auditors view certain audit committee characteristics, specifically
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independence, expertise and frequency of meetings, as leading to more effective audit committee
performance®’.

A paper uses an explorative qualitative case-study research design, to understand the impact of the
characteristics of audit committee member on audit committee effectiveness in a purposively
selected small to medium-sized company. The paper provides important insights into the impact of
audit committee member qualifications, experience and independence, on how th Qit ommittee
discharges its responsibilities. Although the leadership of the audit committe@gerson appears
to have enhanced governance practices, the atypical role of mentorin@&wly appointed chief
financial officer, questions whether the audit committee chairpers nd accordingly the audit
committee, is truly independent, or whether it has succum e familiarity threat. Despite its
South African orientation, the worldwide importance gp@to medium-sized enterprises gives the
study globally relevance®!. ’b

A study explored the impact of the mecha b}s of corporate governance on the informational

.

content of Operational Risk (OR) VOI{@'\' disclosure. The content analysis method was used to
collect data on the OR discloﬁ&n annual reports of 34 Islamic banks scattered in various
countries and over a period, r %g from 2008 to 2014. Using correlation and multiple regression
analyses, our resu S@s that the information disclosed on OR, especially that of quality, is
considered as @e-relevant for investors as they have additional information content in risk
assessmen nks. Empirical results reveal the significant impact of independent directors on the
OR voluntary disclosure reported information. Conversely, the concentration of the chairman and

chief executive officer responsibilities on the same person reduces it. The crucial presence of

monitoring bodies, particularly, the Shariah Supervisory Board and the external auditor type affect
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significantly the OR information that listed Islamic banks disclosure voluntarily in their annual
reports’s.

Another study examine the impact of audit committee characteristics and gender diversity on the
earnings management of listed companies in Sri Lanka from 2017 to 2021. The study included 107
companies in the food, beverage and tobacco, consumer services, and capital goods sectors listed on
the Colombo Stock Exchange. Based on panel data regression analysis, the resear Q%is that the
audit committee size has a negative impact on earnings management as a largeér nymiber of auditors
with wide knowledge and experience can more effectively monitor the@al reporting process.
Furthermore, Gender diversity has a negative association with earnifigs management since women
on the board are more vigilant to evade the potentia@ 1ve consequences of earnings
misrepresentation. The results of the study show that audit committee characteristics are
essential for raising the standard of financial re{b@ uality in Sri Lanka. These findings suggest
that having a large number of directors on k«mdit committee and increasing gender diversity

should be considered important in {%ﬂting potential earnings management and enhancing
reporting quality of financial rep@ :

A study examined the effec Qcorporate governance on firm’s financial performance amongst
private business e @ in Uganda. The study used descriptive and survey design. A mixed
method approach, which involved both qualitative and quantitative techniques was also used. The
study ft un@b that corporate governance significantly influences the financial performance of
hotels and manufacturing firms in Lira City and majority of the firms investigated performed on
average financially. It was also established that firms whose boards demonstrate high integrity were
likely to register positive changes in their financial performance than firms whose boards do not.

The study also noted that board independence would propel the firm to grow to greater heights!?!.
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In 2021 a study investigated the influence of corporate governance (CG) on the performance of
companies. The study employed exploratory research design. Eight (8) listed firms on Nigerian
Stock Exchange were chosen through a purposive sampling technique and data extracted from the
annual reports of these firms from 2006 to 2017. A panel data regression was used to analyse the
data. Data were also sought from published annual reports and accounts of the s&;iled. Data

generated were analyzed using multiple regressions. Results showed that the co Q governance

variables have effect on financial performance: specifically, there is a positive sigfiificant effect of
board size on return on asset (ROA) of manufacturing firms in Nigeri@&he other hand, board
composition has a negative and non-significant effect on retu : oh.a set (ROA), Again, Audit

committee independence has positive and significant efft return on asset of the quoted

b’b

2.3.3 Board diversity and financial performa@quoted consumer goods company in

consumer goods companies in Nigeria!??.

Nigeria.

A study in Botswana in 2018 examined %ect of corporate governance of listed companies in
the consumer services sector in.B&@Ssa for the period 2012-2016. Return on Assets was taken as
the dependent variable to @ financial performance and Board size, gender diversity, male-
female representatioP in the board, composition of executive and nonexecutive directorship, number
of subcommittees @equency of board meetings as independent variables. The findings indicated
significant paSi relationships between board size and the number of male board members and
betweerNrd size and the number of nonexecutive directors. Negative significant relationships
were identified between male board representation and female board representation and between the
number of executives and gender diversity. Return on assets, which measured the performance of

the selected companies showed a strong negative relationship with number of sub-committees'>>.
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A static panel estimation technique was used in 2019 to focus on corporate governance and
performance of selected Nigerian multinational firms from 2012 to 2016. Specifically, the study
focused on the effect of board size, activism and committee activism on return on asset and firm
growth rate. Secondary data collected from four multinational firms were analyzed via static panel
estimation techniques. While board size and board activism exerted significant negative impact on
return on asset, committee activism exerted insignificant impact. The results of Q%y further
showed that board size and board activism exert insignificant negative impact @n ’s growth rate,
while committee activism insignificantly spurs firm’s growth rate. Dec1@y discoveries from this
study reflect that corporate governance has significant negative p t On return on asset, but has
insignificant influence on the growth rate of Nigerian multm‘a irms®?

A study provides pioneering empirical evidence on O@@nder diversity and firm performance
relationship for the case of large-scale agri- foo co ies in Russia. The findings suggest a strong
positive link between the percentage of § directors in boardrooms and firm performance.

Moreover, in line with critical mass th \boards with three or more female directors have greater
impact on firm performance con@%‘[o boards with two or less female directors. Further analysis

shows that the presence@ale directors in the company has a positive impact on firm

performance, main{@their executive, rather than monitoring effects!®!,

Another stud)bépirically evaluated corporate board diversity and audit quality in Nigeria. The
study co\égl' a period of six (6) years (2012-2017). Fifty (50) quoted companies on the Nigerian
Stock Exchange were conveniently selected as the sample size of the study. Ordinary Least Square
(OLS) regression technique was employed in testing the hypotheses. Based on the analysis, the
study discovered that there is a significant relationship between board gender diversity (female

representation on board) and audit quality; that there is a significant relationship between ethnic
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diversity of the board and audit quality; that there is a significant relationship between foreign
directorship of the board and audit quality; and that there is no significant relationship between
male audit committee membership and audit quality'®.

A study investigates demographic diversity, cognitive diversity and internal diversity within Islam
among top-level management of firms and their impacts on the financial performance of Malaysian-
listed companies. In addition, Muslim and non-Muslim women and Islamic reli 'Q%ersity on
corporate boards are investigated. Data from 330 Malaysian-listed companies in elg¥en full-fledged
sectors were used for the period from 2009 to 2013. This study used ’Xeraction approach to
examine empirically diverse corporate boards and their 1m©ct$ firm performance. This

1

discussion included: a combination of gender diversity and diversity and a combination of

gender diversity and foreign participation. The findi gq&gest that demographic, cognitive and

internal diversity within Islam are significant redﬁ@§ of a firm’s financial performance. Ethnic

women on boards have a significant and ne ke impact on firm performance. Hence, companies
.

having high profits are more accounta{@ encouraging diversity among top-level management'?’.

A study investigated the relation@gétween board composition and corporate social responsibility

(CSR) performance. Speci‘@%he study examined the impact of board composition (aspects like

political experienoc‘;@{nic experience, overseas background, and gender diversity) on CSR
tu

performance. t%

during he@d from 2008 to 2016. Applying generalized least squares regression, the study

y tests our hypotheses using data collected from 839 Chinese public firms

showed that the political experience, academic experience, and overseas background of the board

members are positively related to the firm’s CSR performance. Moreover, we discuss the distinctive

relationship between gender diversity and CSR performance in the context of Chinese culture. The
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study extended the CSR literature by examining unique aspects of board composition in the Chinese
context and offer fruitful implications for both scholars and practitioners!®’.

A study sought to examine the influence of TMT diversity on performance of Public Benefit
Organizations (PBOs) in Kenya and the intervening effect of strategic change. The study relied on
the resource-based view and upper echelons theories to offer the foundations of the as essment. A
cross-sectional research design within a positivistic framework was adopted for th y. A sample
of 138 respondents was acquired from National and International PB antitative and
qualitative data collected was analyzed using descriptive and 1nferent1a® ics. It was found that
TMT Diversity statistically significantly explains 10.4% of the variability in PBO Performance.
Further findings were that TMT diversity only explains 2.8% Qvarlablhty in Strategic Change
(an effect confirmed to lack statistical significance); L@l strategic change and TMT diversity
were considered in a joint effect, the model was ft o explain 11.5% of the variability in PBO
Performance. The study therefore conclu s\hat TMT diversity has an influence on PBO
performance, though strategic change @ mediating effect in this relationship!!2.

A study investigated the relatio@etween gender diversity within the board of directors and
firm’s financial performa\@ selected sample was chosen from Bombay Stock Exchange 500
companies from I so examines the impact of different categories of female directors on
board on firm ‘cﬁance The study used dynamic panel data estimation technique for analysis
purpose t@come the possibility of endogeneity and simultaneity bias. The study also examines
whether female directors are likely to impose higher dividend payouts. Collectively, the results
suggest that inclusion of women directors on board has a significant relationship with firm

performance. The study found no evidence that women directors impose higher dividend payouts.

Finally, the paper discusses implications for future research and suggests that Board diversity must
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be looked at using different board parameters such as experience, ethnicity, nationality, age,
qualifications etc. The benefits of diversity can be best derived when women directors on board are
hired with diverse skills, competencies, life experience!'?.

Drawn from theories in group diversity and group performance, a study examined the association
between board diversity, measured in both relation-oriented dimension (i.e., gender, ra e, and age)

investment oversight. Using a sample of 15,125 firm-years across 1898 ﬁrrn 1998 to 2014,

and task-oriented dimension (i.e., tenure and expertise), and board perform in corporate
the study found that task-oriented diversity attributes, such as tenure rt1se are negatively
associated with suboptimal investment, suggesting that diversQ s'in terrns of firm specific

experience and functional expertise are more effective in ov corporate investment activities

114

diversity and recommend greater task-oriented div in corporate boardrooms

than homogeneous boards. Our results shed light o é@h‘bﬁnt regulatory requirements on board
The present study examines the impact of a 1t ommlttee characteristics and gender diversity on
the earnings management of listed co&ﬁ%ﬁes in Sri Lanka from 2017 to 2021. The study included
107 companies in the food, bevitgand tobacco, consumer services, and capital goods sectors
listed on the Colombo S%%change. Based on panel data regression analysis, the research
revealed that the a mittee size has a negative impact on earnings management as a larger
number of audl t\nﬁh wide knowledge and experience can more effectively monitor the financial
reportl@ ss. Furthermore, Gender diversity has a negative association with earnings
management since women on the board are more vigilant to evade the potential negative
consequences of earnings misrepresentation. The results of the study show that certain audit

committee characteristics are essential for raising the standard of financial reporting quality in Sri

Lanka. These findings suggest that having a large number of directors on the audit committee and
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increasing gender diversity should be considered important in mitigating potential earnings
management and enhancing reporting quality of financial reports'!®.

In 2021, a study examined the nexus between board gender diversity and managerial efficiency of
quoted deposit banks. Managerial efficiency was used as dependent variable while board gender
diversity was used as independent variable. A census of the 13 banks quoted on the Nigerian Stock
Exchange was used for six years spanning 2014 to 2019. The study employed Q&s-sectional
research design. The secondary sources of data were collected from annual répo f the firms. A
panel regression analysis was used in analyzing the data. The results@f&aed that board gender
diversity have a positive and insignificant effect on managerial 1&!. This study recommends
that banks should increase the number of female directors in d“7.

ﬁ@ity characteristics, in terms of gender,

mance in Germany. Generally, the results

In 2017, another study investigated demographic board

nationality and age, in relation to financial fi
showed no significant relationship between b h’ iversity and firm performance. However, only in
the case of nationality diversity, a con’iﬁ%%lgniﬁcantly linear and negative relationship with ROA
and ROE has been found, opposi§¥%pothesized. With regard to the results of the study and prior
study results, diversity ma@n‘[ of directors is of importance and should be treated as any other
business investme '@n affect firm performance, positively and negatively''s.

In 2018, a studysasc@rtained the effect of board heterogeneity on performance of firms in Nigeria.
Speciﬁ%& study examined the effect of board size, women on board and board independence
on return on assets of listed manufacturing firms on Nigerian Stock Exchange. The study adopted
Ex-post facto research design. Population of the study is made up of seventy-six manufacturing

firms listed on the Nigerian Stock Exchange as at the year, 2016 while thirty-two firms was used as

sample of the study. The secondary data used in the study were sourced from the publications of
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Nigeria Stock Exchange and annual reports of the sampled firms. Multiple regression analysis with
the aid of E-View 9.0 statistical software was used for data analysis. Findings of the study revealed
that board size, women on board and board independence have significant and positive effect on
return on assets of manufacturing firms listed on Nigerian Stock Exchange'?S.

In 2023, a study investigated the extent to which corporate governance (Corporate governance was
captured by board diversity) influences the banking sector performance in Nig Q&eformance
was captured by market share and employees’ satisfaction). The survey de@lgls used in the
study, which involved administering structured questionnaires to ment staff at three
Nigerian banks. Two hypotheses were developed and evaluated based\on the study's objectives. The
research was done by using information gathered from cho oyees of three Nigerian banks.
The findings revealed that board diversity signific t}b%uence market share of the Nigerian
banking sector. Board diversity significantly infl s employees’ satisfaction of the Nigerian

™

banking sector. One can conclude that board\diversity is an important determinant of the banking
sector market share and employees’ sati s\ién 19,

Also, a study in 2022 invest@ the relationship between board diversity and financial
performance from a wide p@%ive, including multiple dimensions of board diversity. The cross-
sectional design of 350 companies in the period of 2013-2019 was adopted in this study.
Data were collgeted TUsing the Thomson Reuters Eikon and Board Ex databases and analyzed via
ordinar®’guares (OLS) regression. Both gender and skill diversity positively affects financial
performance. However, other dimensions of diversity, including board tenure, education and

network, have no significant influence on financial performance. On the other hand, nationality

diversity negatively affects financial performance, and the gender diversity of executive directors
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negatively affects market-based performance. The results remain unchanged after considering
endogeneity concerns and using alternative measures of financial performance!?2.

In 2018 a study examined the effects of diversity in the board of directors on corporate policies and
risk. Using a multidimensional measure, the study found that greater board diversity leads to lower
volatility and better performance. The lower risk levels are largely due to diverse boards adopting
more persistent and less risky financial policies. However, consistent with diversi %ing more
efficient (real) risk-taking, firms with greater board diversity also invest persistently more in
research and development (R&D) and have more efficient innovat@cesses. Instrumental
variable tests that exploit exogenous variation in firm access 6 stupply of diverse nonlocal
directors indicate that these relations are causal'?’. Q

In 2020 a study ascertained the effect of board 'V@ﬁon the dividend per share of listed
nonfinancial firms in Nigeria in both the short a g-terms. Analysis of data on dividend per
share, the proportion of female, male and m'}ity members of the of boards of directors of nine
sampled listed non-financial firms fo&@%\perlod 2010 to 2018 using the multivariate log-linear
regression model showed that n@%ﬂg the proportion males on the board of listed non-financial
firms positively inﬂuence&%%/idend per share of these firms; and increasing the proportion of
females and minorj y@{tolders on the boards of these firms negatively influences dividend per
share both in tk@lcofand long-runs. Further results show that female and minority membership of
boards of l@hon-ﬁnancial firms ranges between 0% to 37%, and 11% to 88 % respectively. This
result necessitated shareholders interested in higher dividend per share to appoint more males, and

less females and minorities to the board!33.
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2.3.4 Board size and financial performance of quoted consumer good companies in Nigeria.
In 2023 a study assessed the effects of board characteristics on financial performance of 14 listed
banks in Nigeria for five (5) years (2018-2022). Board size, board independence, board gender, and
board meetings serve as proxies for board characteristics. Financial performance is proxy by return
on assets. Secondary data were extracted from the annual reports and accounts of the listed banks.
Correlational research design was employed as the research design. The re ioh method
employed was panel data regression. The findings reveal that board meétingsy board gender
diversity and board independence show insignificant effects on financia @ ormance. Furthermore,
the study shows a positive significant effect of board size on fina i@ormance”“.

A study in 2022 explored the influence of corporate board at@ on the financial performance of

conglomerates in Nigeria for the period of 2011-2 2()-8% study used the following variables:
Return on Assets as Dependent Variable and Boar& Board Independence, Board Committees,
Board Meetings, Board Shareholdings seweﬁé\l’;dependent Variables. Secondary data were used,
Regression method (random effect m@as a technique for data analysis. Findings demonstrated
that the size, independence, and K@foldings of the board and audit committee had a considerable
effect on the financial perf@%e of conglomerates in Nigeria. However, board meetings did not
show any significa tﬁ\‘&uce on the financial performance of Conglomerates in Nigeria!”>. There
is need to exarﬁ er sectors. Augustine, O. O., & Juliet, C. U. (2022). Board Characteristics
and Finan %erformance of Conglomerates in Nigeria. European Journal of Business and
Management Research, 7(2), 12-18. doi:

A study in 2022 examined the relationship among board meetings, size and company financial
performance of 13 listed industrial goods companies in Nigeria for the period of 2012-2021. The

dependence variable was financial performance which was measured using return on assets (ROA),

the independence variable were Board meeting, Board size, while Control Variable were: Firm size
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and Firm age. The data were collected from Nigerian Stock Exchange website. The Techniques
used were Descriptive Statistic, Random-effects GLS Regression and correlation. The Tool used
was STATA. Findings of the study showed that meetings of the board showed insignificant and
negative financial performance. However, board size revealed a significant positive effect on
financial performance!’s.

In 2022 a study investigated the moderating role of financial performance on Qﬁ between
board attributes and corporate sustainability disclosure compliance (CSDC). The study used:
Corporate Sustainability Disclosure Compliance (LCSDC) in Nigeria 11-2017. The study
used board size, board independence, gender diversity and audit comrhittée as Independent Variable.
Moderating Variables: ROA and ROE while, Control Varia size and Firm age. The study

employed secondary data (collected from 118 [\%g?@isted companies). Techniques: The

dynamic GMM regression analysis, Descriptive st% s and correlation. The study revealed that
moderating effect of return on assets and h\hgon equity on the influence of firm and board
attributes on CSDC, evident from ‘\ﬁgb\filcant positive interaction with board size, board
independence, gender diversity a@%ﬁt committee!””.

In 2021 a study selected }@%panies in the US S&P 500 from 2013 to 2017 as a sample, and
uses empirical rese %{g%hods to test the relationship between corporate board size and corporate
performance. T&e ults show that there is a negative correlation between the size of the board of
director@’grporate performance; after dividing the sample into high-tech and non-high-tech
industries, the results show that this negative correlation is more prominent in the high-tech field.

After classifying the sample according to the parity of the number of directors, the results show that

the odd number of directors is more effective than the even number of directors!’s.
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Another study in 2020 examined the effect of board size and its independence on the performance
of listed entities in Nigeria. The study which covered a ten-year period (2009-2018) made use of
secondary data sourced from published annual reports and accounts of 35 purposively selected
listed companies on the Nigerian Stock Exchange (NSE). The Pooled Ordinary Least Square (OLS)
and generalized least square method of regression techniques were employed in analyzing the data
obtained. Findings from the study revealed that a significant negative relationshi Q&st between
earnings per share and board size and between earnings per share and board diligefice respectively,
but no significant relationship exists between earnings per share a@d independence and
between earnings per share and board gender diversity. The st %uded that board size and
board diligence have impact on the performance of quot@ panies in Nigeria, while board
independence and gender diversity do not have G%%che performance of quoted firms in
(&
O

A study in 2017 examined the relationshi@een board size and performance of 35 non-financial

Nigeria!”.

firms listed on Nigerian Stock Exch c.Q'he study covers the period 2003-2014. Using panel data
regression analysis and Fixed @ model as estimation technique, result reveals a positive and

significant relationship b%%l board size (surrogated by the natural log of number of directors on

the board) and the(tw%ﬁ

outcome of @dy is consistent with some prior empirical studies and provides evidence in

cial performance proxies (Return on assets and Return on equity). The

support\(& argument that companies with larger board members do harness the divergent views
of members, thereby coming up with informed decisions that will improve the financial
performance of companies under their watch. It is also difficult for chief executive of companies to

influence members of the board ',
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In 2016 a study investigated the impact of board size and board composition on performance of 30
commercial banks from 2008 to 2012 in Turkey. After controlling for bank size, credit risk,
liquidity risk, net interest margin and non-interest income, the results of panel fixed effects

regression suggest that board size has a significant positive effect on bank's performance (Operating

Return on Asset, OROA and Return on Asset, ROA)'3!.
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24 Conceptual Framework on Corporate Governance and Profitability of Consumer
Goods companies in Nigeria.

Independent Variable Dependent Variable

Corporate Governance Practices Financial Performance

Ho: \

Board Composition

Audit Committee
Independence > Return on Assets
Ho:
Return on Equity
Board Diversity
Hos <
Board Size AV »
@

’& Source: Researcher’s Fieldwork 2024

Based on the K en(tu} reviewed, this study came up with a conceptual model as illustrated in
Figure 2.1Q%e illustration depicts that corporate governance can affect the profitability
performhé of consumer goods manufacturing companies in Nigeria. Therefore, corporate
governance measured by board composition, audit committee independent and board diversity are
the representation of independent variables in this study, while financial performance of quoted
consumer goods companies is the dependent variable which is proxied by return on assets and

return on equity.
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2.5 Summary of the Gap in Literature Reviewed
The literature review has elaborated how companies have put in to use the Stakeholders theory
Stewardship theory and Agency theory so as to explain the relevance of corporate governance in
relation to the control process and management structure in corporate organization and how to
reduce the effect of corporate irresponsibility’s of management in corporate worl&However,
several corporate governance mechanisms has been reviewed by researchers. Q
Besides, from the fact that effect of corporate governance mechanism such @rd size, board
composition, board independence and board diversity to financial perfo@s has been studied in
many countries such as Western countries, Japan, China, Th 'a@d so on, yet still to the
researcher knowledge little study has been done in Nigeria@g e above corporate governance
mechanism on financial performance of quoted ¢ S%ngods companies. Also, it has been
observed form the empirical studies that variable li dependent of audit committee has not been
used by most researchers in Nigeria com;;z&%to ther developing countries in the world. From the
.
foregoing, the main objective of this @ is to examine effect of corporate governance on the
financial performance of quoted &%ﬁer goods companies in Nigeria.
N
Q)
C

x@@
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Chapter Three
Methodology
This chapter outlines the methods and procedures of analysis and also the estimation processes that
will invariably enhance a detailed analysis of the research objectives and the formulated hypotheses.
The research method outlined in this chapter gives empirical relevance to the research. This section
thereby captures the research design, population and sample representation, meth %\strument
for data collection, reliability, and validity tests. Other parts include the data dfialysis method,
O

Q
3.1  Research Design Q

This study used ex post facto research design to determine @ e)ect of corporate governance on the

model specification, and a priori expectations.

financial performance of quoted consumer goods c&ﬁes in Nigeria. This study design was
predicated on an unchangeable truth that has ats\&@’?een established. It is a type of research design
where the investigation begins independ@f the researcher after the event has taken place. The
study also utilized an ex post fc.zcto @garch approach to look at the stated goals. By outlining the
relevant variables, this ap 0Q§fers more information about the most likely study problem.
Additionally, this desi%{';ges the researcher to extrapolate the results to a wider population. As a
result, the resear@ign used allows the researcher to get insight into how the explanatory

variables (bo mposition, audit committee independence, board diversity and board size) affect

the depv}d@% variable (financial performance of quoted consumer goods companies in Nigeria).

3.2 Population of the Study
In this study, consumer goods companies in Nigeria that made up of the population are currently

over one hundred as at December 2023, however only twenty-one (21) of them were listed on the
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Nigeria Exchange Group (NEG). The sample for this study was selected from a pool of solely
consumer goods companies that are listed on the NEG as at the period of this study, which is the

study's main focus.

3.3 Sample and Sampling Technique

This study focused on 15 consumer goods companies quoted in the exchange group du&o the fact
that only these companies have the data that covers the period 2013-2022. T @\01 2013-2022
was selected for this research due to its relevance in capturing a decad org(rend in corporate
governance and financial performance in Nigeria. This timeframe proy comprehensive dataset
for analysis, reflecting governance reforms, economic chan e regulatory updates that have
shaped corporate practices during the period. AdditionalLch availability of financial statements
for most consumer goods companies up to 2022 ens@%bust and reliable data for achieving the
research objectives. During the period of this S@rgere were only 21 consumer goods companies
quoted in Nigeria and only those ones t x’ et the criteria for this research was used. The total
enumeration sampling technique w@&cz)pted in this study. This was used to the extent that all

quoted consumer goods th%h.@bheir information available as of the period of this research were

used. . ©

The companies&e as follows (Bua Foods ple, Cadbury Nigeria Plc, Champion Brewery Plc,
Dangot\S/@(eﬁnery Plc, DN Tyre & Rubber Plc, Flower Mills Nigeria Plc, Golden Guinea
Brew. Plc, Guiness Nig Plc, Honeywell Flower Mill Plc, International Breweries Plc,
MCNICHOLS Ple, Multi-trex Integrated Foods Plc, N Nig Flour Mills Plc, NASCON Allied
Industries Plc, Nestle Nigeria Plc, Nigerian Brew. Plc, Nigerian Enamelware Plc, PZ Cussons

Nigeria Plc, Unilever Nigeria Plc, Union Dicon Salt Plc, Vitafoam Nig Plc).
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34 Description of the Research Instrument

In this research, secondary data sources were used. Data on quoted consumer goods companies’
specific variables were specifically extracted from published financial statements of chosen quoted
consumer goods companies and the Nigeria Exchange Group (NEG) \

R
O
N

3.5. Validity and Reliability of Research Instrument %Q
The annual and financial reports of the various consumer goo@mpanies served as the study's
main source of secondary data. The quality of the ﬁnanciz@&ents was further supported by the
fact that the annual and financial reports were prep@ith strict adherence to accounting rules
and audited by a qualified and external auditor{&ng to the regulation. In addition, a published

financial statement is characterized by @' ivity, completeness, comparability, reliability and

availability of data. Q’\(’)
N

3.6 Method of Data 1 %n

For the purpose oﬁﬁ@iearch work, secondary data sources were used. Data on companies -

specific Variabl@)v

consumer r@companies on the Nigeria Exchange Group (NEG)

¢ specifically extracted from published financial statements of chosen quoted

3.7  Method of Data Analysis
For the purpose of this research work, a panel Bivariate regression analysis technique was applied
using E-Views 10 statistical package for the data analysis. While carrying out the analysis of the

variables used in the study, the study employed a correlation analysis that shows the relationship
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between the dependent and independent variables used in the study. Also, regression analysis was
used to show the level of significance of the variables and the coefficient of relationship among the

variables used in the models. The study was also subjected to the following tests

3.7.1 Pre-Estimation and Diagnostics Test

The following estimation procedures was used to achieve the five objectives of this st%

3.7.1.1 Descriptive Analysis Ql
This was also used to observed trends of mean, median, range, stan% 1ation, skewness

kurtosis, jarque-bera and probability of the variables. These descrip@ures are normally used

to detect if there are significant changes in trend of data, and easure asymmetric distribution
and test for normal distribution’?®. QQ
3.7.1.2 Inferential Analysis b’b

This was used to test the hypotheses formulated ’Qis study. This stage involved the use of panel
data analysis which Hausman test was use\\"f%etermine the best estimator between the fixed effect
model and the random effect model ég?the hypotheses. Also, robustness checks were conducted
with the use of residual di g@ic test through Lagrange Multiplier (LM) test, correlation and
heteroskesdasticity test. Qrobustness checks are usually conducted to know if there is serial
correlation among@aﬁ bles and to ensure that the models used are qualify to produce good
results®10, %6

3.7.1.3 Mman and Breush and Pagan Lagrangian Multiplier (LM) Tests

The Hausman test is sometimes described as a test for model misspecification. The Hausman test
assist in determining whether to use a fixed effects model or a random effects model in panel data
analysis (the analysis of data across time).The null hypothesis is that the preferred model is random

effects. The alternate hypothesis is that the model is fixed effects. Essentially, the research looks to
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see if there is a correlation between the unique errors and the regressors in the model. In a
regression model, the Hausman Test finds endogenous regressors (predictor variables). Endogenous
variables have values that are determined by other variables in the system. Having endogenous
regress in a regression model, the Hausman Test finds endogenous regressors (predictor variables).
The values of endogenous variables are influenced by other variables in the system. Ordinary least
squares estimators will not work in the presence of endogenous regressors since one of their basic
premises is that there is no link between the predictor variable and the error term in a model will
cause ordinary least squares estimators to fail, as one of the assumptions of OLS is that there is no

correlation between a predictor variable and the error term.

The Hausman test was carried out to determine whether. fiked effect, random effect or pooled
ordinary least square estimation technique was apprc@% for the model. Using the hausman test,
the appropriateness of the fixed effect and ran@ fect estimation methods are determined. The
study however go further to test the appr% ness of the random effect estimation technique and
pooled effect model by conductini %Bcgush and Pagan Lagrangian Multiplier test. A test known

as the Lagrangian Multipli r@l) test was used to determine whether Random Effect (RE) or
Qc

Common Effect is prefer% E). With this test, the Random Effect model is preferred if the null

hypothesis is rej ec@ed?\\%
rejected. f@

reas the Pooled (OLS) model is accepted if the null hypothesis is not

3.7.1.4 b&Sectional Dependence Test
This test enables the researcher to investigate whether there are issues of dependence across the
residuals of the model. It reveals whether the model residuals are correlated over time. It is carried

out using Pesaran CD test.

107


https://www.statisticshowto.com/probability-and-statistics/statistics-definitions/least-squares-regression-line/
https://www.statisticshowto.com/error-term/

Serial Correlation Test

Statistics' term for the relationship between observations of the same variable over a range of time
periods is serial correlation. There is no connection and each observation is independent of the
others if the serial correlation of a variable is 0. On the other hand, if a variable's serial correlation
has a skew toward one, the observations are serially correlated, and subsequent Q tions are
influenced by the values of the past. In essence, a serially linked variable haQJ ern and is not
random. When a variable and a lagged version of itself (for example, a @’&bkz at times T and at T-
1) are seen to be correlated with one another over time, this is know erial correlation in a time
series. When a variable's current level influences its po@ere level, repeating patterns
frequently display serial correlation. Error words ha gb%en a model is not entirely correct and
produces inconsistent results when used in praﬂﬁ‘ applications. The error term is serially
correlated when error terms from various ( b\&eighboring) periods (or cross-section data) are

.
correlated. When errors from one pe{@%ﬁnue into subsequent ones, this is known as serial

correlation in time-series studie@usch-Godfrey serial correlation LM test: BG test will be

performed to determine wb@lere is serial correlation in the residual.

The decision criteri @test are as follows:
Ho: No serial cﬁ;;

HI: Serial @ation exists between the residuals ( iand j)

on exists between the residuals ( i and j)

3.7.1.5 Heteroskedasticity Test
Heteroscedasticity is a term used to describe the situation when the variance of the residuals from a
model is not constant. Where the variance of the residuals is constant, it is called homoscedasticity.

Homoscedasticity is desirable. Where the variance of the residuals is not constant, it is
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heteroscedastic which is not desirable. Heteroskedasticity (also spelled heteroscedasticity) refers to
the error variance, or dependence of scattering, within a minimum of one independent variable
within a particular sample. These variations was used to calculate the margin of error between data
sets, such as expected results and actual results, as it provides a measure of the deviation of data
points from the mean value.
Heteroskedasticity can arise in regression models for a variety of reasons, but m @ently due
to issues with the dataset. It has been demonstrated that because the discrépanéits between the
smallest and greatest values are so large, models with a wide range c®’1\es are more likely to
exhibit heteroskedasticity. To test for heteroscedasticity in the d @eusch-Pegan-Godfrey test
was employed. The decision criteria is that where the p val .05 it means there is presence of
heteroscedasticity for it otherwise, it is homoscedast'c.h@l using regression analysis, especially
the analysis of variance, the presence of heterosc city is a significant concern since it might
invalidate statistical tests of significance tha r\efy on the assumption that the modeling errors are
.
uncorrelated and uniform. hence that t@riances do not vary with the effects being modeled.
3.7.1.6 Normality Test '\A%
In order to establish if a d@e is adequately described by a normal distribution and to calculate
the likelihood that T@ variable underlying the data set is normally distributed, normality tests
was used. To V@' whether sample data were taken from a population with a regularly distributed
distribu@%rmality test was employed (within some tolerance). A regularly distributed sample
population were also used for a number of statistical tests, including the student’s t-test and the one-
way and two-way ANOVA. The purpose of a normality test is to determine if the distribution of a
set of data is compatible with that of a normal distribution. Usually, they are tests of the null

hypothesis—more precisely, a goodness-of-fit test—which states that the data are representative of
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a normal population. Hence, while it is possible to reach a definitive conclusion that a set of data is
not normally-distributed (by rejecting the null hypothesis), the most one can say if the null
hypothesis is not rejected is that the data could possibly come from a normally distributed

population.

3.8 Model Specification

This research uses a panel data methodology while estimating the correlatio .%n corporate
governance and its determinants as well as their effect on the financi eg?)r/mance of quoted
consumer goods companies in Nigeria with the use of Bivariate regress leyms technique. Panel
data are able to manage individual heterogeneity due to hidden @rs which if neglected in times-

series or cross-section estimations lead to prejudiced res@ e general form of the models can

be specified as follows: %6’6

Yiit=a+BXit p @

Where the subscript i denotes the c@- ectional dimension and t represent the time-series
dimension. The left-hand Varlaszﬂ represents the dependent variable in the model, and X it
contains the set of explana%%lables in the estimation model. a is the constant, and  represents
the coefficients. it re@ts the random error term.

The study adop% nel data regression model. The equation is as follows;

Y,'F(l"‘ﬁlX%% ........................................ @)

Yim04HB2X2im I eeeeeeneeeneieereecneereecncesencnsnnes (ii)
Fra e 1 K0 €Y7 ol | P (iii)
Y,'[=(1+B4X4iz+ Mlececereencenceaceccoccecceccnccncencnnae (iV)

Where: a= constant

Y it = Consumer goods companies return on assets of company i at period t.
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B1....pn = Betas for each factor.

Xi-Xs are the variables influencing financial performance.

Where:

Xi= Board composition

X>= Audit committee independent

X3= Board diversity Q\
X4= Board size Q/O

i= The number of consumer goods companies quoted (from the first to t@%ty first)

t= Time period in years (2013-2022)

u = Error term with a significance level of 5% Q :

The functional relationship between corporate gover@band financial performance of consumer

goods companies quoted in Nigeria is given as@
Y = f(X) ’&

Y = Dependent Variable . %

X = Independent Variable QQ\
Y = Financial Perfom‘@
Y = Return on egﬁd Return on equity

X = Boar(@%osition

X2 = Audit committee independent

X3 = Board diversity

X4 = Board size

Financial performance of consumer goods companies quoted in Nigeria (the dependent variable Y)

is posited to depend on Board composition, Audit committee independent, Board diversity and
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Board size of these consumer goods companies quoted (the independent variable Xi, X» X3, X4

respectively) and not vice versa.

The indicators of financial performance used in this study are: Return on Assets (ROA) and Return

on Equity (ROE)
S
C
Where ’\
O

Y = Return on Assets (ROA) and Return on Equity (ROE) %

To capture the effect of corporate governance on proﬁtabilit@onsumer goods companies quoted
in Nigeria, this study will use the ratio of non-directoaﬁb%side directors on the board to the total
number of directors as the indicator of board @ition and the audit committee independence
would be measure by the total number of @cutive director members on the committee!. Also,
Board diversity would be measured as&@presentation of individuals from different demographic,
professional, and experiential bﬁ@ounds on the board?. Thus, financial performance of consumer
goods companies quoted igeria was posited to depend on Board composition (Xi), Audit
committee indeper(.eiﬁ\‘[ , Board diversity (X3) and Board size (X4).

The model is s;%fled in econometric form as follows:

Model @rb

Yi=o+B1 Xt P2XoirtPaXait PaXai +p

ROA; = ao + B1BCii+ B2ACii+ B3sBDii+ BaBSii+ p (1)

Model Two
Yi=o+HB1 Xt B2Xoit B3 Xazit PaXaic +p

ROE;; = ao + BiBCi;+ B2ACi+ B3BDis+ BaBSic+ 1 (i1)
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Where:

ROAi: = Return on assets of consumer goods companies quoted i at time t
ROE;; = Return on equity of consumer goods companies quoted i at time t
BCi; = Board composition of consumer goods companies quoted i at time t

AC;j; = Audit committee independent of consumer goods companies quoted i at time t \

i = Stochastic variable of error term. s

BDit= Board diversity of consumer goods companies quoted i at time t
BSii= Board size of consumer goods companies quoted i at time t

Bit, aic are parameters of economic relationship estimated.

Equations i-iv show models depicting the effect of corpora@vemance on indicator of financial

performance of consumer goods companies quote i(@mria (ROA) and (ROE) respectively.
i

Since all these variables interact simultaneousl ife, this study then ascertained the effect of

corporate governance on financial perform@ consumer goods companies quoted in Nigeria.
3.8.1 A priori Expectation \c)\

Variables QQ\ Expected Signs

Return on Assets _* @ Positive ( +)
Return on Eq@ Positive ( +)

Board c&t{osition Positive ( +)
Audit committee independent Positive ( +)
Board diversity Positive ( +)
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Board size Positive (+)

Source: Researcher’s report 2024

3.8.2 Variable Description and Measurement

Dependent variable: Financial performance captured by return on asset (ROA) is one of the
study's dependent variables. Return on assets (ROA) often described as the primary Q&elates the
income earned by the company to the assets it used in the business opera&@ is commonly
defined as net income (or pre-tax profit)/total assets. It provides info@ about management's
performance in using the assets of the company to generate mone@ﬁt before tax is generally

ideal because calculations using net income after tax fig y show trends due simply to

changes in the rates of taxation?. :Q

O

Return on Equity (ROE) is the study secon ‘i@em variable. Return on equity (ROE) often
described as the primary ratio, is a mea f financial performance calculated by dividing net
income by shareholders' equity. It is o&h\only defined as net income (or post-tax and preference
dividend profit)/ shareholders' @

Independent variables: Qd composition: Board composition typically includes a mixture
of inside directors éi@de directors (also referred to as a non-executive directors), who are not
employees or ’x@wlders in the company. Inside directors and outside director’s help balance each
other ow%mpany's board. For the purpose of this, Board composition is measured by the
proportion of independent non-executive directors to the total number of directors on the board.
This metric reflects the level of independence and diversity in perspectives within the board, which

are critical components of effective corporate governance. This study uses the ratio of non-directors
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or outside directors on the board to the total number of directors as the indicator of board
composition
Audit committee independence: The audit committee independent is given the responsibility
of selecting and overseeing the company's independent auditor. The Audit Committee shall consist
of a minimum of three directors with independent directors forming a majority: Kided that
majority of members of Audit Committee including its Chairperson shall be pers Qith ability to
read and understand the financial statement. Audit committee independencd, is fficasured by the
proportion of independent members on the audit committee to the @ mber of committee
members. This metric evaluates the extent to which the com rates independently from
management, ensuring unbiased oversight and enhanced gov@
Board diversity
}\’b

In short, diverse boards make better decisions and result in better outcomes and profits for big
companies. And when we say diversity, we don't just mean gender diversity (more women in the
boardroom). Board diversity is also about Gender, age, background and skills, Board diversity is
measured by the proportion of female directors to the total number of directors on the board. This
metric assesses gender diversity, reflecting the representation of women in decision-making roles
within the board.
Board size bv

[\
Board size refers to the number of directors serving on a company’s board. The optimal size
depends on various factors like the company size, complexity, and industry standard. A balance
board size ensures effective decision making and representation of diverse perspective, Board size

is measured by the total number of directors serving on the board of the company. This metric
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captures the overall size of the board, which can influence decision-making efficiency and strategic

oversight.

3.9  Ethical Consideration \

This research work adequately looks and consider the ethical issues involved i t of research
work. The researcher ensures that information about the companies used is"not of detrimental effect
to their going concern and action was taken to avoid the use of data ted their interest. Also,

those materials used are adequately referenced to avoid the issue@lagiarism.

In order to render this study ethical, the right to self- etg@tion, anonymity, confidentiality

and informed consent was observed. The data used s analysis are a true representation of

the data from its source. The result of the st &\\’;ere not falsified, adjusted or influenced to
S

suit any expectation, as such the study tious analysis and explanation of data to shun

any form of parody of results-a@ potential harm to parties involved in this research.

Efforts were made to avoi@ or any form of deception in the process of presenting and
interpreting the data® @
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Chapter Four
Results and Discussion of Result
Following the methodology aspect of this dissertation, this chapter presents the analysis conducted
using the information obtained from fifteen (15) quoted consumer goods manufacturing companies
in Nigeria between 2013 — 2022. Descriptive statistics were employed to do this, providing a broad
picture of the type of data that was utilized. This analysis provided explanati Q%he mean,
standard deviation, minimum and maximum for each variable. In order to determin€ the strength of

the association between the responsive and explanatory factors, correlat@ra also performed.

Because this study uses panel data, in order to make sure that ttimal data set is chosen to run
the regression model, both Fixed and Random effect mod@ performed. To make sure the best
model is selected for the analysis, the Hausman Te@ carried out. Diagnostics test was also

performed in this study such as Durbin Watsm@@@rial correlation test was used.

)

4.1 Descriptive Statistics Result ch\
The central tendency and Variabiligk%'the data set are explained by the descriptive statistics below.
The median indicates the Q%Qvalue of the data, whereas the mean gives the average value. The
degree of variabili {(' the data set is shown by the standard deviation, which calculates the
spread of the w{foints around the mean. The skewness and kurtosis, which can provide
informatio%rhhe symmetry and form of the data distribution, were likewise described by the
descriptive result. Kurtosis shows how peaky or flat the distribution is and skewness tells how
skewed the data is to one side or the other. These extra statistics offer a more thorough

comprehension of the data set and can support deriving valid inferences or making well-informed

judgements. The descriptive statistics' findings are shown in table 4.1 below:
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Table 4.1 Descriptive Statistics Result

BC BD ACI BS ROA ROE
Mean 9.666667 1.880000  5.820000 11.14667 0.120341 0.423943
Median 9.000000  2.000000  6.000000 11.00000  0.041346  0.094997
Maximum 17.00000  6.000000  9.000000 18.00000  2.219971 10.24215
Minimum 4.000000  0.000000  4.000000  6.000000 -0.846354 -3.723444
Std. Dev. 2.708839 1.152296  0.997110  2.936433 0.312055 1.534754
Skewness 0.322819 0.948385 0.528944  0.297396 3.439118  4.244606
Kurtosis 2.821089  4.178417 3.855769  2.060841 19.94720 %10833
Jarque-Bera 2.805360  31.16501 11.57167 7.723733 2090.736 3285.176

Sum 1450.000  282.0000  873.0000  1672.000  18.0 63.59143
Sum Sq. Dev.  1093.333 197.8400 148.1400 1284.773 50 350.9651
Observations 150 150 150 150 C\ 150

Source: Author’s computation (2024) Using STATA 15: Where R “Return on Assets, ROE=
Return on Equity, BC= Board Composition, BD= Board Diyeisi CIl= Audit Committee
Independence, BS= Board

Probability 0.245937 0.000000 0.003071 0.021029 0.000 (@ .000000
5‘1 1

The descriptive statistics reveal that the average board@ze of consumer goods companies in
Nigeria is around 10 members, which is relatively %& However, there is significant variation,
with board sizes ranging from 4 to 17 mem@tandard deviation of 2.71). This suggests that
while most companies follow a typicaigémd size, some prefer smaller or larger boards. Larger
boards may offer diverse expertise ce coordination challenges, while smaller boards might be

more agile but could lack @wnsive oversight. Balancing board size is crucial for effective

decision-making and ﬁlance.

The result also@ws that gender diversity on boards is notably low in Nigeria's consumer goods
sector, v«'\t/l%nean of 1.88 and a median of 2. This suggests that female representation on boards is
limited, potentially due to gender biases or insufficient initiatives to promote gender diversity. The
low standard deviation of 1.15 indicates this trend is consistent across the sector. Enhancing gender

diversity on boards could improve decision-making and corporate governance by incorporating
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diverse perspectives and fostering inclusiveness, ultimately benefiting the financial performance

and sustainability of these companies.

The descriptive statistics indicate that audit committee sizes in Nigeria's consumer goods sector are
consistent, with a mean of 5.82 and a standard deviation of 0.997. This consistency suggests
adherence to regulatory or industry norms, ensuring effective oversight and gove«n&ce. Audit
committees play a crucial role in overseeing financial reporting and en @ansparency.
Maintaining an optimal size is essential for balancing diverse expeﬂi&iﬁﬁcient decision-

making. This standardization likely contributes to robust corporate ce practices, positively

impacting the financial performance and credibility of these coes.

The result also reveals that the average board size 'n@ia’s consumer goods sector is 11.15

members, ranging from 6 to 18 members. This i es that companies prefer moderately sized

boards to balance the need for diverse exge\"s&nd efficient decision-making. A larger board can
.

provide a broad range of skills and @ctives, enhancing governance and strategic oversight.

However, if the board size bec large, it may hinder effective communication and decision-

making. Therefore, maint)@n optimal board size is crucial for ensuring effective corporate
governance and imdq:{@‘he financial performance of these companies.

The descript%@tistics show that the mean Return on Assets (ROA) of 0.1203 indicates an
average\ﬂ%retum on assets for consumer goods companies in Nigeria, suggesting efficient asset
utilization. However, the wide range from -0.8464 to 2.219971 and the high standard deviation of
0.3121 highlight substantial variability in performance. This suggests that while some companies

effectively leverage their assets for profitability, others struggle significantly. The variability
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underscores the need for better asset management practices across the sector to enhance overall

financial performance and stability.

The descriptive statistics reveal that the average Return on Assets (ROA) for consumer goods
companies in Nigeria is 12.03%, indicating efficient asset utilization. However, the wide range
from -0.8464 to 2.219971 and a high standard deviation of 0.3121 highlight substant&g&ariability.

Similarly, the mean Return on Equity (ROE) is 42.39%, suggesting strong sh returns, but
;ﬁ

the range from -3.7234 to 10.2421 and a standard deviation of 1.5348 indieate ficant disparities.
These figures underscore the need for improved financial management ces across the sector to

enhance consistency in profitability and overall financial perfor.

4.2 Correlation Matrix &Q

The intensity and direction of a link between t% ariables can be described statistically via

correlation. A correlation matrix is a table k&: each column shows the correlation coefficient
[ ]

between two variables. This matrix m%b}use to find patterns or correlations within a dataset and

is a helpful tool for understand@%v various variables relate to one another. A strong positive

association is indicated b)@ lue around +1 in correlation, while a strong negative relationship

is shown by any &&ose to -1 in correlation. No linear connection between the variables is

indicated by a&ue of 0. Table 4.2 presents the correlation among corporate governance and

ﬁnancia@glance of consumer goods companies in Nigeria
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Table 4.2: Result of the Correlation Matrix

BC BD ACI BS ROA ROE
BC 1.0000
GD 0.141909* 1.0000
AC 0.265871*** 0.062852 1.0000
BS 0.464680%** 0.126229 0.286432%** 1.0000 Q\

ROA -0.26134 3% 0.038462 0.029178 -0.198420%** (
412892%** 1.0000

ROE -0.167220**  0.237511*%**  -0.045106 -0.156324*

Source: Author’s computation (2024) Using STATA 15: Where R urn on Assets, ROE=
Return on Equity, BC= Board Composition, BD= Board Diyeksitys ACI= Audit Committee
Independence, BS= Board

NB: * ** *** meqns significant level at 10%, 5% 1% significant level respectively

The correlation matrix for the study on the impa&:orporate governance on the financial
performance of consumer goods companies ’?{@geria reveals several key relationships. Board
Composition (BC) has a significant positiye, correlation with Audit Committee Independence
(ACI) (0.265871***) and Bozird&@’&BS) (0.464680***), indicating that as board composition
becomes more robust, the @Neness of the audit committee and the size of the board also
improve. However; BC'shows a significant negative correlation with ROA (-0.261343***) and
ROE (-0.1672 O®ggesting that changes in board composition may not always translate into

better finan rformance.

Board Diversity (BD) is significantly positively correlated with Return on Equity (ROE)
(0.237511***), suggesting that higher gender diversity enhances shareholder returns. However,
BD's correlation with Return on Assets (ROA) (0.038462) is not significant, indicating it doesn't
directly impact asset returns. The Audit Committee Independence (ACI) shows a weak positive

correlation with ROA (0.029178) and a weak negative correlation with ROE (-0.045106), both of

122



which are not significant, implying that the audit committee's influence on financial performance

1s minimal.

Board Size (BS) has a significant negative correlation with both ROA (-0.198420**) and ROE (-
0.156324%*), indicating that larger boards may detrimentally impact financial performance. These
findings suggest that while gender diversity positively influences shareholder rws, other
governance factors like board size and the audit committee have limited orve effects,

highlighting the need for balanced governance structures to optimize ﬁna&&dcomes.

4.3 Test of Hypotheses %

The study hypotheses were put to the test in this part. Th@required in order to determine if
corporate governance has a significant effect ong ial performance of consumer goods
companies in Nigeria. The hypothesis's choi (téa are predicated on a 5% confidence level.
Accordingly, a probability value of les&m 5% will indicate a substantial impact on the
financial performance of consumer &%\s companies in Nigeria; on the other hand, a value of
greater than 5% indicates the@ is no substantial evidence to support the idea that corporate

governance have an impebb financial performance of consumer goods companies in Nigeria.

.

¥

To test each pgdyses the analysis will go through two stages. The first stage is to conduct
fixed and @m effect models because the data is a panel data regression model. Selecting the
right an is essential to guarantee the precision and dependability of the outcomes, as each
model has distinct assumptions and consequences. Fixed effect models allow for individual unit-
specific intercepts but presume that all units have the same slopes!. On the other hand, the
random effect model permits both distinct intercepts and slopes that are unique to each unit?.
However, the Hausman specification test is frequently used to choose the best model to test the
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hypothesis. In order to determine if the estimates from the fixed effect and random effect models
differ significantly from one another, this test compares them. The fixed effect model is more
appropriate if the Hausman test indicates that it is. This indicates that the variance in the
dependent variable can be significantly explained by each of the unit-specific intercepts.
However, if the random effect model wins out, it means that the variance may also be explained
by the individual unit-specific slopes. As a consequence, the outcomes of the t Qm dels are

shown for each tested hypothesis. <

¢\

Secondly, a diagnostics test was conducted in order confirm the el ty and validity of the

regression model in each hypothesis. The diagnostics tes@ducted the Durbin Watson
serial/auto correlation. These are explained in the next subsection.

Hol: Board Composition has no significan e}ﬁct on financial performance of consumer goods
Table 4.3: Result of the Fix ﬁct Model and Random Effect Model for Hypothesis One

Variables

4.3.1 Test of Hypothesis One

companies in Nigeria.

Effect Model Random Effect

C@A ROE ROA ROE
PN

BC ,b\) -0.020387* 0.064500%* -0.022962%** 0.006485

Q (0.011223) (0.059054) (0.010323) (0.052430)

C 0.317413%** -0.199561 0.342304%** 0.361256

(.110247) (.1100142) (0.113531) 0.558448

R? 0.4674603 0.390432 0.532489 0.000101

F Stat 7.841610 5.721849 4.969893 0.014939
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Prob > Chi2 0.000000 0.000000 0.027299 0.902886

Source: Author’s computation (2024) Using STATA 15: Where ROA= Return on Assets, ROE=
Return on Equity, BC= Board Composition, BD= Board Diversity, ACI= Audit Committee
Independence, BS= Board Size

NB: * ** **¥* means significant level at 10%, 5% and 1% significant level respectively
4.3.1.1. Hausman Test
A statistical technique called the Hausman test is employed in econometrics Q%Jate the
dependability and consistency of estimators in panel data analysis®. The ﬁxe@ s (FE) model
and the random effects (RE) model are two distinct estimate apprt@ » By comparing the
coefficients from both models, one may ascertain whether a_ceéstain model specification is
adequate for their data. The fixed effects model in panel Qlysis takes into consideration
time-invariant, individual-specific effects4. These fix Qfeas, which are dummy variables or
entity-specific intercepts in the model, describe u% ed variability among individuals. When
there are notable individual variations tl;e&i\Qhave an impact on the dependent variable, the
c,J\
S

Since individual-specific %@re assumed to be uncorrelated with the explanatory factors, the
ea

FE model is appropriate.

random effects model them as random variables®. In contrast to the FE model, the RE

model regards (nd‘?\&fu l-specific effects as random disturbances rather than explicitly
accounting @em. When there is no discernible variability across people and individual-
speciﬁ&@%:ts are presumed to be uncorrelated with the explanatory variables, the RE model

makes sense.

The coefficients calculated from the FE model and the coefficients estimated from the RE model
are compared using the Hausman test. It evaluates the alternative hypothesis—that the FE model

is favored—against the null hypothesis, which states that the RE model is the preferred model.
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The test looks for statistical significance in the differences between the two sets of coefficients.

The FE model is recommended as it offers reliable and effective estimates that account for the

effects that are unique to each individual if the differences between the FE and RE coefficients

are statistically significant, suggesting a rejection of the null hypothesis. Since the RE model

yields more accurate estimates when individual-specific effects are uncorrelated with the
N

explanatory variables, it may be deemed appropriate if the differences do not mfo statistical

&

threshold, indicating a failure to reject the null hypothesis.

The decision criteria for Hausman Test i
Where P value < 0.05, Fixed Effect is more appr or the interpretation
Where P value is >0.05, Random Effect Mode@& appropriate for interpretation

Table 4.4: Result of the Hausman Test in t \@st Hypothesis

@A ROE

Chi2(1) \'90 341823 4.557343
. \Q
Prob > Chi2 @‘ 0.5588 0.0328
&
Remarks \) Random Effect Model Fixed Effect Model

Source: Author c%ﬁamon (2024) Using STATA 15: Where ROA= Return on Assets, ROE=
Return on BC= Board Composition, BD= Board Diversity, ACI= Audit Committee
’b Independence, BS= Board Size

NF‘\)Q'*, **% means significant level at 10%, 5% and 1% significant level respectively

The result in in table 4.4 above shows the Hausman test to establish the relationship between
corporate governance and financial performance of consumer goods companies in Nigeria. After
the FE model and the RE model has been conducted, the Hausman test helps determine the most

appropriate model which the hypothesis will be based. From the result in table 4.7 above (see full
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result in the Appendix), there exist a prob(Chi-Sq) of 0.5588(7.23) > 0.05 for ROA and
0.0328(4.55) < 0.05 for ROE. This confirmed that the RE will be used to test the ROA model

while the FE will be used to test the ROE model. The result are however, displayed below below

in table 4.5
Restatement of Hypothesis One

Hol: Board Composition has no significant effect on financial performance®f‘\¢opsumer goods

companies in Nigeria.

Table 4.5: Regression Model of Hypothesis One Using Randem and Fixed Effect Model

Random Effect Model Fixed Effect Model
Variables Return on Assets Return on Equity
Coefficients Remasks Coefficients Remarks
(Std error) (Std error)
BC -0.022962*% Negative 0.064500%* Positive
(0.040323 (Significant) (0.059054) (Significant)
_Const 0.342304*** Positive -0.199561 Positive
(0.113531) (Insignificant) (.1100142) (Insignificant)
R? 0.532489 0.390432
F Stat 4.969893 5.721849
Prob Chi2 0.027299 0.000000
Overall Remarks Significant Significant

Source: Author’s computation (2024) Using STATA 15: Where ROA= Return on Assets, ROE=
Return on Equity, BC= Board Composition, BD= Board Diversity, ACI= Audit Committee
Independence, BS= Board Size

NB: * ** **¥* means significant level at 10%, 5% and 1% significant level respectively
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Based on the result of the hypotheses one using the RE model (Table 4.5) to examine the effect
of board composition on financial performance of consumer goods companies in Nigeria using
ROA and ROE. The results shows that Board composition has a negative effect on ROA of
consumer goods companies in Nigeria (1= -0.022962**). This shows that board composition
has a negative effect on the ROA of consumer goods companies and is also statistically
significant at 5%. Hence 1% increase in board composition negatively affect R f consumer
goods companies and is statistically significant to confirm this assertion. BQard, Composition is
measured by the proportion of independent non-executive directo@ e total number of
directors on the board, This metric reflects the level of _indépendence and diversity in
perspectives within the board, which are critical compone fective corporate governance.
Furthermore, for the ROE model, the result shows %@d composition have a positive effect
on ROE of consumer goods companies in Ni 1= 0.064500**) with a standard error of
0.059054. This means that a 1% increase i kard composition of consumer goods companies
will increase ROE by 0.064500 and {@tisﬁcally significant at 5%. Hence, overall, the result
shows that board compositio‘r@%s a significant effect on both ROA (1= -0.022962%%*,

p=0.027299 < 0.05) and?@QF 0.064500**, p=0.000 < 0.05) of consumer goods companies
in Nigeria * ’\%
C
4.3.1.2 Moq@ness (R?)
R—squ%&@) is a statistical measure used to assess the goodness-of-fit of a regression model,
indicating how well the independent variables explain the variability of the dependent variable®.
R? are between 0 and 1 and a value close to 1 indicate a good explanatory power for the
independent variables in the model. The result shows an R? of 0.532489 for ROA, indicating that

about 53.2% of ROA is caused by variations in board composition while 46.8% is caused by
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variables not included in this hypothesis. However, the R? value for ROE shows 0.390432
indicating that about 39% of ROE of consumer goods companies is caused by variations in board

composition, while 61% is caused by variables not included in this hypothesis.

4.3.1.3 Diagnostics Tests

Diagnostics tests, also known as model diagnostics, are statistical tests that are used %sess the
\/

validity and reliability of statistical models. These tests evaluate how well the ts the data

and identify potential problems or shortcomings of the model. A diagnos&st was performed

in this model which is Durbin Watson Diagnostics test. %Q

Table 4.6: Diagnostics Tests of the First Hypothesis QQ

Durbin Watson Serial Correlation Remarks
Test er
()
ROA 1.986696 \Q No first order serial correlation
\
ROE 2.070 ’\“ No first order serial correlation

Source: Author’s computatioy \Using STATA 15: Where ROA= Return on Assets, ROE=
Return on Equity, BC= B X omposition, BD= Board Diversity, ACI= Audit Committee
Independence, BS= Board Size

NB: * ** ***@sigmiﬁcant level at 10%, 5% and 1% significant level respectively
4..3.1.3.1 Aut@gdation (Durbin-Watson)
Autocorr%%, refers to the correlation between successive observations in a time series or
Within>(ataset where the order of observations matters, it is known as serial correlation, In
other words, autocorrelation arises when a variable's values within a dataset or at different times
are systematically associated to one another. Time series data, panel data, and regression analysis

are just a few of the situations in which autocorrelation may occur.
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The Durbin-Watson statistic is a commonly used measure to detect the presence of
autocorrelation in regression analysis, particularly in time series data or when observations are
not independent. The Durbin-Watson statistic ranges from 0 to 4, with values close to 2
indicating no autocorrelation, values below 2 indicating positive autocorrelation, and values
above 2 indicating negative autocorrelation. The closer the Durbin-Watson statistic &) 0 or 4,
the stronger the evidence of autocorrelation. Decision criteria is that a Durbin- on"statistic
near 2 (typically between 1.5 and 2.5) suggests that there is little to no autocQrrel&tion present in
the data. From the result of the first hypothesis for ROA there is a @x\at of 1.986696 and

ROE shows 2.070627 which is closer to 2. Hence, there is no ﬁid ce of autocorrelation in the

model. Q
4.3.2 Test of Hypothesis Two 66

Ho2: Audit Committee Independence has %@mﬁcant effect on financial performance of

consumer goods companies in N@@

Table 4.7: Result of the Fixed @ Model and Random Effect Model for Hypothesis Two

Variables %&QS fect Model Random Effect
4
(. @A ROE ROA ROE

ACI 6\!0.038952 -0.161897 -0.028670 -0.137179
Q:b (0.028113) (0.147173) (0.026560) (0.136933)
cY 0.347044%* 1.366185 0.287199 1.222325
(0.164800) (0.862739) (0.164778) (0.839287)

R? 0.462053 0.390509 0.507799 0.406771
F Stat 7.673013 5.723708 1.163277 1.008987

130



Prob > Chi2 0.000000 0.000000 0.282542 0.316785

Source: Author’s computation (2024) Using STATA 15: Where ROA= Return on Assets, ROE=
Return on Equity, ACI = Audit Committee Independence, BD= Board Diversity, BC= Board
Composition, BS= Board Size

NB: * ** **¥* means significant level at 10%, 5% and 1% significant level respectively
4.3.2.1. Hausman Test QJ

The Hausman test compares the coefficients estimated from the FE with those estimated
from the RE model. It tests the null hypothesis that the prefen@tﬁ is the RE model against
the alternative hypothesis that the FE model is preferre@.ldit committee independence is
measured by the proportion of independent membe ({@ audit committee to the total number
of committee members. This metric evalua%% extent to which the committee operates
independently from management, ensllr' }biased oversight and enhanced governance. The
test examines whether the differen&&?\@etween the two sets of coefficients are statistically
significant. If the differences'b&een the FE and RE coefficients are statistically significant,
indicating a rejection of ﬁéu 1 hypothesis, then the FE model is preferred because it provides
consistent and (ﬁi@estimates, taking into account individual-specific effects. If the
differences ar@t statistically significant, suggesting a failure to reject the null hypothesis, then

the R i may be considered appropriate, as it provides more efficient estimates when
y pprop p

individual-specific effects are uncorrelated with the explanatory variables.
The decision criteria for Hausman Test is that:

Where P value < 0.05, Fixed Effect is more appropriate for the interpretation
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Where P value is >0.05, Random Effect Model is more appropriate for interpretation

Table 4.8: Result of the Hausman Test in the First Hypothesis

ROA ROE
Chi2(1) 1.798884 0.210001
Prob > Chi2 0.5588 0.6468
Remarks Random Effect Model Random Effe M del

y 2
Source: Author’s computation (2024) Using STATA 15: Where ROA= Returk onAssets, ROE=
Return on Equity, ACI= Audit Committee Independence, BD= Board %Q’Sily, BC= Board

Composition, BS= Board Size

NB: * *% **¥* means significant level at 10%, 5% and 1%si %nt level respectively

The result in in table 4.8 above shows the Hausman test glish the relationship between
corporate governance and financial performance of ¢o r goods companies in Nigeria. After
the FE model and the RE model has been cord% ¢ Hausman test helps determine the most

"

appropriate model which the hypothesis wﬂ%&ased. From the result in table 4.7 above (see full
result in the Appendix), there exist{CQ\b( hi-Sq) of 0.5588(0.341823) > 0.05 for ROA and

0.210001(0.6468) > 0.05 for R@%is confirmed that the RE will be used to test both the ROA

model and ROE model. 'l\@ It are however, displayed below in table 4.9

Restatement of @is Two

Ho2: Audi mmittee Independence has no significant effect on financial performance of

co\nyﬁmer goods companies in Nigeria.

Table 4.9: Regression Model of Hypothesis Two Using Random and Fixed Effect Model

Random Effect Model Random Effect Model

Variables Return on Assets Return on Equity
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Coefficients Remarks Coefficients Remarks

(Std error) (Std error)

ACI -0.028670 Negative -0.137179 Negative
(0.026560) (Insignificant) (0.136933) (Insignificant)
_Const 0.287199 Positive 1.222325 Positive

(0.164778) (Insignificant) (0.839287) (Qg ificant)

R? 0.507799 0.406771 (
F Stat 1.163277 1.008
Prob > Chi2 0.282542 0:
2N
Overall Remarks Insignificant \) Insignificant
Source: Author’s computation (2024) Using STATA 15: e;e ROA= Return on Assets, ROE=

Return on Equity, ACI= Audit Committee Indepe é%e, BD= Board Diversity, BC= Board
Composition, BS= rd Size

NB: * *% *¥* means significant level at@ 5% and 1% significant level respectively
Based on the result of the hypotheses é;’{&w g the RE model (Table 4.9) to examine the effect
of Audit Committee Indepenc}ea@&ﬁnancial performance of consumer goods companies in
Nigeria using ROA and .\’he results shows that Audit Committee Independence has a
negative effect on wf consumer goods companies in Nigeria (1= -0.028670). Hence 1%
increase in ugg}ommittee Independence negatively affect ROA of consumer goods
companies not statistically significant to confirm this assertion. Furthermore, for the ROE
model,\lresult shows that Audit Committee Independence have a negative effect on ROE of
consumer goods companies in Nigeria (1= -0.137179) with a standard error of 0.136933. This
means that a 1% increase in Audit Committee Independence of consumer goods companies will

increase ROE by -0.137179 but is not statistically significant at 5%. Hence, overall, the result

shows that Audit Committee Independence shows a significant effect on both ROA (= -
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0.028670, p=0.282542 > 0.05) and ROE ( = -0.137179, p= 0.316785 > 0.05) of consumer

goods companies in Nigeria

4.3.2.2 Model Fitness (R?)

R-squared (R?) is a statistical measure used to assess the goodness-of-fit of a regression model,
indicating how well the independent variables explain the variability of the dependamariable?
R? are between 0 and 1 and a value close to 1 indicate a good explanato@wer for the
independent variables in the model. The result shows an R’ of 0.507799 fér &Uf indicating that
about 50.77% of ROA is caused by variations in Audit Committee ndence while 49.23%
is caused by variables not included in this hypothesis. Howe ﬁ{z value for ROE shows

0.406771 indicating that about 40.67% of ROE of consu goods companies is caused by

variations in Audit Committee Independence, While@ % 1s caused by variables not included

in this hypothesis. @
4.3.2.3 Diagnostics Tests .@

Diagnostics tests, also known as @ diagnostics, are statistical tests that are used to assess the
validity and reliability of s ﬂ@l models. These tests evaluate how well the model fits the data

and identify potentia{&lems or shortcomings of the model. A diagnostics tests was performed

in this model éhM@Durbin Watson Diagnostics test.

Table@agnostics Tests of the First Hypothesis

Durbin Watson Serial Correlation Remarks
Test
ROA 1.930726 No first order serial correlation
ROE 1.983750 No first order serial correlation
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Source: Author’s computation (2024) Using STATA 15: Where ROA= Return on Assets, ROE=
Return on Equity, BC= Board Composition, BD= Board Diversity, ACI= Audit Committee
Independence, BS= Board Size

NB: * *% *¥* means significant level at 10%, 5% and 1% significant level respectively

4.3.2.3.1 Autocorrelation (Durbin-Watson)

Autocorrelation, refers to the correlation between successive observations in e series or
within a dataset where the order of observations matters, it is known Q@ correlation, In
other words, autocorrelation arises when a variable's values within a t or at different times
are systematically associated to one another. Time series data, @ﬁl, and regression analysis

are just a few of the situations in which autocorrelation ma@:r.

QO

The Durbin-Watson statistic is a commonly @measure to detect the presence of
autocorrelation in regression analysis, partic@ n time series data or when observations are
not independent. The Durbin-Watsorf %‘ic ranges from 0 to 4, with values close to 2
indicating no autocorrelation, Val%’\below 2 indicating positive autocorrelation, and values
above 2 indicating negativ: orrelatlon The closer the Durbin-Watson statistic is to 0 or 4,
the stronger the eV1de of autocorrelation. Decision criteria is that a Durbin-Watson statistic
near 2 (typically et en 1 5 and 2.5) suggests that there is little to no autocorrelation present in
the data. Fr e result of the first hypothesis for ROA there is a D-W stat of 1.930726 and
ROE sh 1.983750 which is closer to 2. Hence, there is no evidence of autocorrelation in the

model.

4.3.3 Test of Hypothesis Three
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Ho3: Board Diversity has no significant effect on financial performance of consumer goods

companies in Nigeria.

Table 4.11: Result of the Fixed Effect Model and Random Effect Model for Hypothesis
Three

Variables Fixed Effect Model Random Effect

ROA ROE ROA @\

BD -0.032814 0.152572 0.024610 WNS**
(0.022158) (0.115891) (0.021297) '\ (0.109219)
AN

C 0.1820327*x* 0.137107 o.m%o@ 0.051368
(0.046074) (0.240978) ( ) (0.314102)

R? 0.463133 0.392858 Q37'8895 0.521707

A\
F Stat 7.706408 5.780416 1.328200 3.283850
O
Prob > Chi2 0.000000 o.oooOsQ\J 0.250984 0.041992
Source: Author’s computation (2024) TATA 15: Where ROA= Return on Assets, ROE=

Return on Equity, BC= Board C ition, BD= Board Diversity, ACI= Audit Committee

. @endence, BS= Board Size

NB: * ** **% mean@cam‘ level at 10%, 5% and 1% significant level respectively

4.3.3.1. Hausma(’l@

The Hausman@ compares the coefficients estimated from the FE model with those estimated
from the odel. It tests the null hypothesis that the preferred model is the RE model against
the alternative hypothesis that the FE model is preferred. The test examines whether the
differences between the two sets of coefficients are statistically significant. If the differences
between the FE and RE coefficients are statistically significant, indicating a rejection of the null

hypothesis, then the FE model is preferred because it provides consistent and efficient estimates,
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taking into account individual-specific effects. If the differences are not statistically significant,
suggesting a failure to reject the null hypothesis, then the RE model may be considered
appropriate, as it provides more efficient estimates when individual-specific effects are

uncorrelated with the explanatory variables.

The decision criteria for Hausman Test is that: \

Where P value < 0.05, Fixed Effect is more appropriate for the im‘@on

Where P value is >0.05, Random Effect Model is more appropriinterpretation

O

Table 4.12: Result of the Hausman Test il@ First Hypothesis
ROA be ROE

Chi2(1) 1.79 \d 1.384945
AN
Prob > Chi2 %7‘9? 0.2393
Remarks @1"Effect Model Random Effect Model

Source: Author’s computation M Using STATA 15: Where ROA= Return on Assets, ROE=
Return on Equity, BC= omposition, BD= Board Diversity, ACI= Audit Committee
Independence, BS= Board Size

NB: * ** ***@szgmfcant level at 10%, 5% and 1% significant level respectively

The result 1n .12 above shows the Hausman test to establish the relationship between
corporate%’bmance and financial performance of consumer goods companies in Nigeria. After
the FE model and the RE model has been conducted, the Hausman test helps determine the most
appropriate model which the hypothesis will be based. From the result in table 4.7 above (see full
result in the Appendix), there exist a prob (Chi-Sq) of 0.1798(1.798884) > 0.05 for ROA and
0.2393(1.384945) > 0.05 for ROE. This confirmed that the RE will be used to test both the ROA

model and ROE model. The result were however, displayed below in table 4.13
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Restatement of Hypothesis Three

Ho3: Board Diversity has no significant effect on financial performance of consumer goods

companies in Nigeria.

Table 4.13: Regression Model of Hypothesis Three Using Random and Fixed-Effect Model

Random Effect Model RandomEffect Model
Variables Return on Assets Returh on Equity
Coefficients Remarks Coefficients Remarks
(Std error) (Std error)
GD 0.024610 Positive 0.198178** Positive
(0.021297) (Insigdifiednt) (0.109219) (Sgnificant)
_Const 0.166609 ROsitive 0.051368 Positive
(0.068960) (Iasignificant) (0.314102) (Insignificant)
R? 0.37889% 0.521707
F Stat 1328200 3.283850
Prob > Chi2 0.250984 0.041992
Overall Remarks Insignificant Significant

Source: Author’s computation (2024) Using STATA 15: Where ROA= Return on Assets, ROE=
Return{on Equity, BC= Board Committee, BD= Board Diversity, ACI= Audit Committee

Independence, BS= Board Size

NB: * ** **¥* means significant level at 10%, 5% and 1% significant level respectively

Based on the result of the hypotheses one using the RE model (Table 4.13) to examine the effect

of Board Diversity on financial performance of consumer goods companies in Nigeria using

ROA and ROE. Board diversity is measured by the proportion of female directors to the total
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number of directors on the board. This metric assesses gender diversity, reflecting the
representation of women in decision-making roles within the board. The results shows that Board
Diversity has a positive effect on ROA of consumer goods companies in Nigeria ( 1= 0.024610).
Hence 1% increase in Board Diversity positively affect ROA of consumer goods companies but
is not statistically significant to confirm this assertion. Furthermore, for the ROE model, the
result shows that Board Diversity have a positive effect on ROE of consumer Q&npanies
in Nigeria (1= 0.198178**) with a standard error of 0.109219. This means t%éo increase in
Board Diversity of consumer goods companies will increase R%b 0.198178 and is

statistically significant at 5%. Hence, overall the result shows.thatBoard Diversity shows no

significant effect on ROA (1= 0.024610, p=0.250984 > and significant effect on ROE

( 1=0.198178**, p=0.041992 < 0.05) ofconsume@ompanies in Nigeria

4.3.3.2 Model Fitness (R?) ®%

R-squared (R?) is a statistical measure.m\K' assess the goodness-of-fit of a regression model,
indicating how well the independe@@c?ables explain the variability of the dependent variable®.
R? are between 0 and 1 an@alue close to 1 indicate a good explanatory power for the
independent variables in t odel. The result shows an R? 0f 0.378895 for ROA, indicating that
about 37.88% 0@ caused by variations in Board Diversity while 62.12% is caused by
variables n%@uded in this hypothesis. However, the R? value for ROE shows 0.521707
indicahg&(at about 52.17% of ROE of consumer goods companies is caused by variations in

Board Diversity, while 47.83% is caused by variables not included in this hypothesis.

4.3.3.3 Diagnostics Tests
Diagnostics tests, also known as model diagnostics, are statistical tests that are used to assess the

validity and reliability of statistical models. These tests evaluate how well the model fits the data
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and identify potential problems or shortcomings of the model. A diagnostics tests was performed

in this model which is Durbin Watson Diagnostics test.

Table 4.14: Diagnostics Tests of the First Hypothesis

Durbin Watson Serial Correlation Remarks
Test
\‘\
ROA 1.955417 No first order serial co@on
o
N — 4
ROE 1.929807 No first order sﬁ{conelation
Source: Author’s computation (2024) Using STATA 15: Where R urn on Assets, ROE=
Return on Equity, BC= Board Composition, BD= Board Diyersi CIl= Audit Committee

Independence, BS= Board
NB: * ** *** meqns significant level at 10%, 5% a@l significant level respectively

4.3.3.3.1 Autocorrelation (Durbin-Watson) 6’6

Autocorrelation, refers to the correlation buccessive observations in a time series or
within a dataset where the order of obse@éﬂs matters, it is known as serial correlation, in other
words, autocorrelation arises wheléariable's values within a dataset or at different times are
systematically associated t (@tlother. Time series data, panel data, and regression analysis are
just a few of the situ@hich autocorrelation may occur.

.

The Durbin-& \statistic is a commonly used measure to detect the presence of
autocorre%"a in regression analysis, particularly in time series data or when observations are
not independent. The Durbin-Watson statistic ranges from 0 to 4, with values close to 2
indicating no autocorrelation, values below 2 indicating positive autocorrelation, and values
above 2 indicating negative autocorrelation. The closer the Durbin-Watson statistic is to 0 or 4,

the stronger the evidence of autocorrelation. Decision criteria is that a Durbin-Watson statistic

near 2 (typically between 1.5 and 2.5) suggests that there is little to no autocorrelation present in
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the data. From the result of the first hypothesis for ROA there is a D-W stat of 1.955417 and

ROE shows 1.929807 which is closer to 2. Hence, there is no evidence of autocorrelation in the

model.

4.3.4 Test of Hypothesis Four

Ho4: Board Size has no significant effect on financial performance of co@wer goods

companies in Nigeria. : O

Table 4.15: Result of the Fixed Effect Model and Random Effect h@ﬂ;r Hypothesis

Four
Variables Fixed Effect Model %om Effect
@\
ROA ROE QMA ROE

BS -0.015319 0.039656 \6 .016988** -0.006910
(0.011415) (O.OS9®’6 (0.010283) (0.051876)

C 0.291095** g 85 0.309696** 0.500969
(0.128760) é{h\ﬂﬂm) (0.127542) (0.628041)

R? 0.461586\\\ 0.387010 0.418214 0.521707

F Stat 7.6 M ) 5.640036 2.745756 0.017576
Prob > Chi2 e@OO 0.000000 0.049631 0.894709

Source: Authpins computation (2024) Using STATA 15: Where ROA= Return on Assets, ROE=
Return uity, BC= Board Composition, BD= Board Diversity, ACI= Audit Committee

\;6 Independence, BS= Board Size

NB: * *% *¥* means significant level at 10%, 5% and 1% significant level respectively

4.3.4.1. Hausman Test

The Hausman test compares the coefficients estimated from the FE model with those estimated

from the RE model. Board size is measure by the total number of directors serving on the board
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of the company, this metric captures the overall size of the board, which can influence decision-
making efficiency and strategic oversight. It tests the null hypothesis that the preferred model is
the RE model against the alternative hypothesis that the FE model is preferred. The test examines
whether the differences between the two sets of coefficients are statistically significant. If the
differences between the FE and RE coefficients are statistically significant, indicating a rejection
of the null hypothesis, then the FE model is preferred because it provides consist ®fﬁcient
estimates, taking into account individual-specific effects. If the differenceslare fot statistically
significant, suggesting a failure to reject the null hypothesis, the@e E model may be
considered appropriate, as it provides more efficient estimate@ individual-specific effects

are uncorrelated with the explanatory variables. Q
The decision criteria for Hausman Test is that: 66
Where P value < 0.05, Fixed Effec&gre appropriate for the interpretation

Where P value is >0.05, Rand@ect Model is more appropriate for interpretation

Table 4.16: Result of th%@an Test in the First Hypothesis
ROA ROE

Chiz((’\\\ 0.113319 2.416201
N

Prob i2 0.7364 0.1201
S
\%marks Random Effect Model Random Effect Model

Source: Author’s computation (2024) Using STATA 15: Where ROA= Return on Assets, ROE=
Return on Equity, BC= Board Composition, BD= Board Diversity, ACI= Audit Committee
Independence, BS= Board Size

NB: * *% *¥* means significant level at 10%, 5% and 1% significant level respectively
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The result in table 4.16 above shows the Hausman test to establish the relationship between
corporate governance and financial performance of consumer goods companies in Nigeria. After
the FE model and the RE model has been conducted, the Hausman test helps determine the most
appropriate model which the hypothesis will be based. From the result in table 4.7 above (see full
result in the Appendix), there exist a prob(Chi-Sq) of 0.7364(0.113319) > 0.05 for, ROA and
0.1201(2.416201) > 0.05 for ROE. This confirmed that the RE will be used to test oth the ROA

model and ROE model. The result are however, displayed below in table 4.17

Restatement of Hypothesis Four

Ho4: Board Size has no significant effect on financial~performance of consumer goods

companies in Nigeria.

Table 4.17: Regression Model of Hypothesis EouryUsing Random and Fixed Effect Model

Random Effegt Model Random Effect Model
Variables Returfn-gn Assets Return on Equity
Coeffieignts Remarks Coefficients Remarks
(Stcdverror) (Std error)
BS 10.016988** Negative -0.006910 Negative
(0.010283) (Significant) (0.051876) (Insignificant)
_Const 0.309696** Positive 0.500969 Positive
(0.127542) (Significant) (0.628041) (Insignificant)
R? 0.418214 0.121707
F Stat 2.745756 0.000119
Prob > Chi2 0.049631 0.894709
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Overall Remarks Significant Insignificant

Source: Author’s computation (2024) Using STATA 15: Where ROA= Return on Assets, ROE=
Return on Equity, BC= Board Size, GD= Board Size, AC= Audit Committee, BS= Board Size

NB: * *% *¥* means significant level at 10%, 5% and 1% significant level respectively
Based on the result of the hypotheses one using the RE model (Table 4.17) to examine the effect
of Board Size on financial performance of consumer goods companies in Nigeria u51 OA and
ROE. The results shows that Board Size has a negative effect on ROA mer goods
companies in Nigeria (1= -0.016988). Hence 1% increase in Board Siz {ﬂ ely affect ROA
of consumer goods companies and is statistically significa Qnﬁrm this assertion.
Furthermore, for the ROE model, the result shows that Board ave a negative effect on ROE
of consumer goods companies in Nigeria (1= -0.0069 )ch a standard error of 0.051876.
This means that a 1% increase in Board Size of cm@ goods companies will reduce ROE by
0.006910 but is not statistically significant at@lce, overall the result shows that Board Size
shows a significant effect on ROA ( 1t®6988, p=0.049631 > 0.05) and insignificant effect

on ROE (" 1=-0.006910, p= 0.894@« 0.05) of consumer goods companies in Nigeria

4.3.4.2 Model Fitness (biQ

R-squared (R?) is a a&&ical measure used to assess the goodness-of-fit of a regression model,
indicating hmggﬂlhe independent variables explain the variability of the dependent variable®.
R? are b ’éﬁ 0 and 1 and a value close to 1 indicate a good explanatory power for the
indepenx{lt variables in the model. The result shows an R? 0f 0.418214 for ROA, indicating that
about 41.8% of ROA is caused by variations in Board Size while 58.2% is caused by variables

not included in this hypothesis. However, the R? value for ROE shows 0.0019 indicating that

about 0.19% of ROE of consumer goods companies is caused by variations in Board Size, while
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99.81% is caused by variables not included in this hypothesis confirming the insignificance of

the ROE model.

4.3.4.3 Diagnostics Tests

Diagnostics tests, also known as model diagnostics, are statistical tests that are used to assess the
validity and reliability of statistical models. These tests evaluate how well the mode%‘[he data
and identify potential problems or shortcomings of the model. A diagnostics tes@ performed

&
O

in this model which is Durbin Watson Diagnostics test.

Table 4.18: Diagnostics Tests of the Fifth Hypothesis

Durbin Watson Serial Correlation Remarks
Test XbQ
>
ROA 1.960375 \Q No first order serial correlation

ROE 1.949%;\% No first order serial correlation

Source: Author’s computation (. sing STATA 15: Where ROA= Return on Assets, ROE=
Return on Equity, BC= Bo mposition, BD= Board Diversity, ACI= Audit Committee
Qélndependence, BS= Board Size

NB: * *% **ﬁr@sigmﬁcam‘ level at 10%, 5% and 1% significant level respectively

4.3.4.3.1 Aut co@ion (Durbin-Watson)

Autocorrel “refers to the correlation between successive observations in a time series or
within a“ddtaset where the order of observations matters, It known as serial correlation, In other
words, autocorrelation arises when a variable's values within a dataset or at different times are
systematically associated to one another. Time series data, panel data, and regression analysis are

just a few of the situations in which autocorrelation may occur.
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The Durbin-Watson statistic is a commonly used measure to detect the presence of
autocorrelation in regression analysis, particularly in time series data or when observations are
not independent. The Durbin-Watson statistic ranges from 0 to 4, with values close to 2
indicating no autocorrelation, values below 2 indicating positive autocorrelation, and values
above 2 indicating negative autocorrelation. The closer the Durbin-Watson statistic is to 0 or 4,
the stronger the evidence of autocorrelation. Decision criteria is that a Durbin-Watson" statistic
near 2 (typically between 1.5 and 2.5) suggests that there is little to no autocQrrel&tion present in
the data. From the result of the first hypothesis for ROA there is a D-W stat of 1.960375 and
ROE shows 1.949200 which is closer to 2. Hence, there is no eyidénce of autocorrelation in the

model.

4.3.5 Test of Hypothesis Five
Ho5: Corporate governance has no signifidant _éffect on financial performance of consumer

goods companies in Nigeria.

Table 4.19: Result of the Fixed Effe¢t Model and Random Effect Model for Hypothesis Five

Variables Fixed Effect Model Random Effect
ROA ROE ROA ROE
AC -0.031239 -0.197894 -0.016752 -0.120761
BC -0.057846 0.317510 0.072518 0.146811
BS 0.046119 -0.272981 0.053728 -0.165949
GD -0.023213 0.106078 0.010408 0.210257
C 0.390899 1.349822 0.339519 1.162092
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R? 0.482167 0.410107 0.452615 0.035955
F Stat 6.776520 5.059670 6.013211 1.351966

Prob > Chi2 0.00000 0.000000 0.015661 0.253616

Source: Author’s computation (2024) Using STATA 15: Where ROA= Return on Assets, ROE=
Return on Equity, BC= Board Composition, BD= Board Diversity, ACI= Audit Committee
Independence, BS= Board Size

NB: * ** *** meqns significant level at 10%, 5% and 1% significant level r@ﬁely

4.3.5.1. Hausman Test QJO

The Hausman test compares the coefficients estimated from the FE r@ﬁ\yith those estimated
from the RE model. Corporate governance is measured using fo% mechanisms which are
Board composition, Audit committee independence, Bo rsity and Board size, These
variables collectively represent the corporate govema%@ﬁmework and its impact on financial
performance. It tests the null hypothesis that th rred model is the RE model against the
alternative hypothesis that the FE model is k\&ed. The test examines whether the differences
between the two sets of coefficients aré@cally significant. If the differences between the FE
and RE coefficients are statistic@niﬁcant, indicating a rejection of the null hypothesis, then
the FE model is prefen@@me it provides consistent and efficient estimates, taking into
account individual\s@: effects. If the differences are not statistically significant, suggesting a

failure to reje%‘gb‘ﬁull hypothesis, then the RE model may be considered appropriate, as it

provides @efﬁcient estimates when individual-specific effects are uncorrelated with the

explanhﬁr variables.

The decision criterial for Hausman Test is that:
Where P value < 0.05, Fixed Effect is more appropriate for the interpretation

Where P value is >0.05, Random Effect Model is more appropriate for interpretation

147



Table 4.20: Result of the Hausman Test in the Fith Hypothesis

ROA ROE
Chi2(1) 4.544586 8.846431
Prob > Chi2 0.3373 0.0451
Remarks Random Effect Model Fixed Effect Moﬂ
Vo

Source: Author’s computation (2024) Using STATA 15: Where ROA= Return ets, ROE=
Return on Equity, BC= Board Composition, BD= Board Diversity, ACI= <u
Independence, BS= Board Size

ommittee

NB: * *% *¥* means significant level at 10%, 5% and 1% sig%@level respectively
It

The result in in table 4.20 above shows the Hausman test to @ the relationship between

corporate governance and financial performance of consum ods companies in Nigeria. After
the FE model and the RE model has been conducte%@usman test helps determine the most
appropriate model which the hypothesis will bﬁ@ From the result in table 4.7 above (see full
result in the Appendix), there exist a ,ps&hi-Sq) of 0.3373(4.544586) > 0.05 for ROA and
0.0451(8.846431) > 0.05 for ROE. '&%onﬁrmed that the RE will be used to test ROA model

and FE will be used to test @)E model. The result are however, displayed below in table

421 Q
f Q;;\\t'éis Five

Restatement s

HoS: Co %e governance has no significant effect on financial performance of consumer

goods companies in Nigeria.

Table 4.21: Regression Model of Hypothesis One Using Random and Fixed Effect Model

Random Effect Model Fixed Effect Model

Variables Return on Assets Return on Equity
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Coefficients Remarks Coefficients Remarks

(Std error) (Std error)
AC -0.016752 Negative -0.197894 Negative
(Insignificant) (Insignificant)
BC 0.072518** Positive 0.317510** Positive

(Significant) @ﬁcant)
BS 0.053728 Positive -0.272981 O egative

(Insignificant)

GD 0.010408%** Positive 0.106@ Positive
(Significant) % (Significant)

_Const 0.339519 Positive Q349822 Positive

(Signiﬁcan% (Insignificant)

R? 0.452615 b’b’ 0.410107
F Stat 6.013211 ®%

Prob > Chi2 0.015661 ,& 0.000000

(Insignificant)

5.059670

Overall Remarks icant Significant

oX

Source: Author’s computatioy QA?Z) Using STATA 15: Where ROA= Return on Assets, ROE=
Return on Equity, BC@ Composition, BD= Board Diversity, ACI= Audit Committee
independence, BS= Board Size

NB: * *% *<* &sigmﬁcant level at 10%, 5% and 1% significant level respectively

Based on the @t of the hypotheses one using the RE model (Table 4.21) to examine the effect
of corpq}%l governance on financial performance of consumer goods companies in Nigeria
using ROA and ROE. The results shows that audit committee independence has a negative effect
on both ROA and ROE of consumer goods companies in Nigeria ( 1=-0.016752, 1=-0.197894)
but it is not statistically significant to confirm this assertion. This shows that an increase in ACI

will negatively affect the financial performance of consumer goods companies in Nigeria but not
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significant. Board composition on the other hand shows a positive effect on both ROA and ROE
( 2= 0.072518**, »,= 0.317510*%*) and is statistically significant to confirm this assertion.
Hence, a change in board composition will positively improve financial performance of

consumer goods companies in terms of ROA and ROE.

In terms of board size, there is a mixed result. The result shows that BS has a posit%ffect on
ROA of consumer goods companies ( 3= 0.053728) but have a negative n ROE of
consumer goods companies in Nigeria (3= -0.272981) although both rej%gfanot statistically
significant. This shows that while BS has a positive effect on ROAY s a negative effect on
ROE of consumer goods companies in Nigeria. Gender divers both instances has a positive
effect on ROA and ROE of consumer goods companag\!igeria (4= 0.010408**, 4=

0.106078**) and is statistically significant at 5% leV@igniﬁcance.

4.3.5.2 Model Fitness (R?) ®%

R-squared (R?) is a statistical measureé@ assess the goodness-of-fit of a regression model,
indicating how well the indepgnd&%"\ariables explain the variability of the dependent variable®.
R? are between 0 and %@V«alue close to 1 indicate a good explanatory power for the
independent VariableKﬁxle model. The result shows an R? 0/'0.452615 for ROA, indicating that
about 45.26%-f gﬂ}is caused by variations in Board Size while 54.74% is caused by variables
not inclu §'s hypothesis. However, the R? value for ROE shows 0.410107 indicating that
about h‘lﬂ% of ROE of consumer goods companies is caused by variations in Board Size,

while 58.99% is caused by variables not included in this hypothesis confirming the significance

of the ROE model.
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4.3.5.3 Diagnostics Tests
Diagnostics tests, also known as model diagnostics, are statistical tests that are used to assess the
validity and reliability of statistical models. These tests evaluate how well the model fits the data

and identify potential problems or shortcomings of the model. A diagnostics tests was performed
Durbin Watson Serial Correlation Rem&&l
N

in this model which is Durbin Watson Diagnostics test.

Table 4.22: Diagnostics Tests of the Fifth Hypothesis

Test

N4
ROA 1.740066 No ﬁt@erial correlation

V_ N

a
ROE 1.629303 &t order serial correlation
Source: Author’s computation (2024) Using STAT. ere ROA= Return on Assets, ROE=

Return on Equity, BC= Board Compositio oard Diversity, ACI= Audit Committee
Independen?\ = Board Size

NB: * *% *** means significant l&& 0%, 5% and 1% significant level respectively

4.3.5.3.1 Autocorrelation (Durbi@‘a son)

Autocorrelation, refers to th@nelation between successive observations in a time series or

within a dataset where &der of observations matters, It is known as serial correlation, In
. \'

other words, aut@ati n arises when a variable's values within a dataset or at different times

are systemati Q associated to one another. Time series data, panel data, and regression analysis

are just\% of the situations in which autocorrelation may occur.

The Durbin-Watson statistic is a commonly used measure to detect the presence of
autocorrelation in regression analysis, particularly in time series data or when observations are
not independent. The Durbin-Watson statistic ranges from 0 to 4, with values close to 2

indicating no autocorrelation, values below 2 indicating positive autocorrelation, and values
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above 2 indicating negative autocorrelation. The closer the Durbin-Watson statistic is to 0 or 4,
the stronger the evidence of autocorrelation. Decision criteria is that a Durbin-Watson statistic
near 2 (typically between 1.5 and 2.5) suggests that there is little to no autocorrelation present in
the data. From the result of the first hypothesis for ROA there is a D-W stat of 1.960375 and
ROE shows 1.949200 which is closer to 2. Hence, there is no evidence of autocorrebyn in the

R
O

model.

4.4 Summary of Findings &
Q Remarks
erger and Financial
Hypotheses L Acquisition Assets
Hoi: Board Composition has no significant effect on \ = Rejected Rejected
financial performance of consumer goods companies
Nigeria. o« O\
Hoz: Audit Committee Independence has no signi t Accepted Accepted
effect on financial performance of con oods
companies in Nigeria. AN
Hos: Board Diversity has no significant effecton financial Accepted Rejected
performance of consumer goods. anies in Nigeria.
Ho4: Board Size has no significant ﬁ?\ on financial Rejected Accepted
performance of consumer,goods companies in Nigeria.
HoS: Corporate governance }@\o'signiﬁcant effect on Rejected Rejected
financial performa onsumer goods companies

¢
>
N
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4.5 Resultant Model

Independent Variable

Corporate Governance

Board Composition

Dependent Variable

Financial Performance

Audit Committee
Independence

P=0.027<0.05, 1=-0.0229
P=0.000<0.05, 1= 0.0645
Ho1l

P=0.282>0.05, »=-0.0286

Board Diversity

P=0.3167>0.05, >=0.1371
Ho2

P=0.2509>006.5~ 0.0244

Board Size

P=0.041950.05, 3=0.198]

Ho3

P=0.0496<0.05, +=-0.01gpP

P=0.0156<0.05,

P=0.8947>0.05, 4+=-0.006p

Return on Assets

Return on Equity

Ho4

5=-0.0167

P=0.0000<0.05,

s=-0.1978

Ho5
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4.6 Discussion of Findings
From the above analysis it is revealed that there are complex relationship between various
corporate governance mechanisms and financial performance of consumer goods companies in

Nigeria.

The findings from hypothesis one reveals a complex relationship between board co ition and
the financial performance of consumer goods companies in Nigeria. Speci , the results
indicate that board composition negatively impacts both return on ass&é%{ ) and return on
equity (ROE). This negative effect suggests that the current f boards may not be
conducive to maximizing asset efficiency or equity returns @n these firms. The statistical
significance of these results underscores the robustness 6& conclusion. These findings may
point to potential issues such as inadequate diversit@ of expertise, or ineffective governance
practices within the boards of consumer good\\@"lbpanies. The negative impact on ROA implies
that the board composition may hin@optimal utilization of company assets, while the

negative effect on ROE suggests a @irﬂental influence on shareholder value creation.

N\
Several researchers hav&@% similar negative impacts of board composition on financial
performance, indi %adequate diversity and expertise*>. These studies support the assertion
that ineffecti%govemance can hinder asset utilization and shareholder value -creation.
Conve%, me studies argue that a well-composed board enhances financial outcomes, citing
examples of improved ROA and ROE with diverse and skilled board members®’. This
divergence in findings highlights the complex relationship between board composition and

financial performance, necessitating further investigation.
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The results from hypothesis two indicate that audit committee independence negatively affects
both return on assets (ROA) and return on equity (ROE) of consumer goods companies in
Nigeria, although these effects are not statistically significant. This lack of significance suggests
that while there may be a negative trend, it is not strong enough to conclusively determine an
impact. Several factors could contribute to these findings. Firstly, the mere presence of
independent audit committees may not be sufficient to ensure effective oversight @emance;
the effectiveness of these committees depends on the expertise and engagement of*their members.
Secondly, the implementation of audit committee recommendations @ce resistance or be
inadequately enforced, diminishing their potential positive i o financial performance.

Additionally, cultural and regulatory differences in N1 uld influence how corporate
governance practices, such as audit committee i de&%ence, are executed and perceived
compared to other contexts. Ultimately, the e r highlight the need for a more nuanced
understanding of how audit commltt ependence interacts with other governance

mechanisms and organizational dyna@wt in Nigerian consumer goods companies.

Empirically, some resear ,@ports the notion that independent audit committees enhance
oversight and governan §ding to better financial outcomes®®!?. However, other studies align
with the observ@gatlve trend, arguing that independence alone is insufficient without
expertise a ve engagement'!. In the Nigerian context, cultural and regulatory factors may

further plicate these dynamics!?2. This necessitates a deeper exploration of how audit

committee independence interacts with other governance mechanisms in Nigeria.

The results from hypothesis three indicate that Board diversity on boards positively impacts both

return on assets (ROA) and return on equity (ROE) for consumer goods companies in Nigeria.
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However, while the effect on ROA is not statistically significant, the positive impact on ROE is
significant. This suggests that while gender diversity contributes to enhancing shareholder value,
its influence on asset efficiency is less pronounced. The significant positive effect on ROE could
be attributed to diverse perspectives and approaches that women bring to the board, potentially
leading to better decision-making and strategic oversight. This diversity can foster a more
inclusive and innovative environment, enhancing company performance and Qﬁﬁty. The

lack of significance for ROA may indicate that the benefits of gender diversity af¢"more aligned

with strategic rather than operational efficiency. Moreover, the@&ings highlight the

importance of promoting gender diversity as a key component 6 e&re corporate governance.

While its impact on asset utilization may be indirect or tak gCr to materialize, the immediate

positive effect on equity returns underscores its Vah:e '%%ing financial performance and long-

®%

Supporting the positive impact on R@ ome studies suggest that gender-diverse boards

term sustainability.

enhance decision-making and stl%’&ic oversight, leading to better financial outcomes'>',

Conversely, another schol @ﬂ that gender diversity does not always correlate with improved
performance, highlighti %ential inefficiencies'®. The non-significant effect on ROA in this
study suggests t@nder diversity may influence strategic rather than operational efficiency,

aligning wi dings of an author on the broader benefits of diverse perspectives'®. This
gning g

undersc the importance of promoting board diversity for long-term financial sustainability.

The results from hypothesis four reveal that board size negatively affects both return on assets
(ROA) and return on equity (ROE) for consumer goods companies in Nigeria. The significant

negative impact on ROA suggests that larger boards may lead to inefficiencies in asset utilization.
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This could be due to slower decision-making processes, lack of cohesion, or difficulties in
reaching consensus, which can impede timely and effective management actions. Conversely, the
negative effect on ROE, although not statistically significant, indicates a potential adverse impact
on shareholder returns. This lack of significance might suggest that while larger board sizes
could hinder operational efficiency, they do not have a uniformly strong effect on overall
profitability and equity returns. Supporting the negative impact on ROA, some st Q&und that
larger boards can lead to slower decision-making and reduced effigiency*™!7!8, These
inefficiencies in asset utilization align with the findings in this study. @rsely, another study
argue that larger boards can offer diverse expertise and resourc 1ch might explain the non-
significant negative effect on ROE observed here!¢. This s that while larger boards can
hinder operational efficiency, their impact on overa itability and equity returns may be

mitigated by other factors, such as strategic oversi% d resource availability.

In relation to hypothesis five, the sign‘i% impact of corporate governance on both return on
assets (ROA) and return on equit&@% in Nigerian consumer goods companies highlights the
critical role of governanc ices in financial performance. Effective governance structures,
including board compositich, audit committee oversight, and gender diversity, contribute to
.
improved decisi@king and strategic direction. Studies support this by emphasising that
robust gov% e frameworks enhance accountability and transparency, thereby boosting
investo\\ébnﬁdence and operational efficiency>’®. Conversely, challenges such as regulatory
inconsistencies and cultural factors may hinder governance effectiveness!?. Additionally, the
unique operational contexts of consumer goods companies in Nigeria, including market volatility

and resource constraints, underscore the need for tailored governance practices.
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These results are directly linked to the stakeholder’s theory which emphasizes the importance of
considering the interests of all stakeholders, including shareholders, employees, customers, and
the community. Larger board sizes may lead to increased representation of various stakeholder
groups, potentially improving decision-making by incorporating diverse perspectives. However,
the challenge lies in balancing the need for diverse representation with the need for efficient
decision-making processes. The negative impact of board composition on Q&ad ROE
suggests inadequate diversity and expertise, leading to ineffective governange. ilarly, audit
committee independence shows no significant positive effect, ind@ gaps in oversight.

Gender diversity positively impacts ROE, supporting inclusi:’t§$ better decision-making.

However, larger board sizes negatively affect ROA, sugge fficiencies in decision-making.
Aligning governance practices with stakeholder;t principles can enhance financial

performance and meet stakeholder needs, prmgoti stainable growth and long-term success.

N

158



10.

Endnotes

P. Cizek & J. Lei, “Identification and Estimation of Nonseparable Single-Index Models in
Panel Data with Correlated Random Effects,” Journal of Econometrics Vol 203, No. 1,
March 2018, Pg 113-128.

J. L. Gallo & M.A. Sénégas, “On the Proper Computation of the Hausman Test Statistic in
Standard Linear Panel Data Models: Some Clarifications and New Results,” Econometrics
Vol 11, No. 4, November 8, 2023, Pg 25-25.

T. Riittenaver & V. Ludwig, “Fixed Effects Individual Slopes: Accountin Testing for
Heterogeneous Effects in Panel Data or Other Multilevel Models,” Soci{/ Methods &
Research Vol 52, No. 1, June 10, 2020, 004912412092621. &

Y. Kusnadi, K. S. Leong, T. Suwardy & J. Wang. "Audi ittees and Financial
Reporting Quality in Singapore." Journal of Business Ethi 39, 2014, Pg 197 - 214.
https://doi.org/10.1007/s10551-015-2679-0.

S. Ellwood & J. Garcia-Lacalle. "Examining Audit ittees in the Corporate Governance
of Public Bodies." Public Management R Vol 18, 2016, Pg 1138 - 1162.
https://doi.org/10.1080/14719037.2015.10885

H. Leng. "The Effect of the Independence, gpertise and Activity of the Audit Committee On
the Quality of the Financial Repmh’%rocess." Frontiers in Business, Economics and
Management, 2022. https://doi.o 4097/tbem.v7i1.3688.

J. Olabisi, S. Kajola, S.e e & Taofeek Agbatogun. "Impact of Audit Committee
Characteristics on ZW anagement in Nigerian Listed Consumer Goods Firms."
8

Vestnik ~ Volgogra gosudarstvennogo  universiteta.  Ekonomika, 2022.
https://doi.org/10.1 Jvolsu.2022.1.11.

. N Umoh—Dﬁ?\B. E. Eguasa & BO. Excellence. "Audit Committee and Financial
0

Performa Listed Firms in Nigeria." International Journal of Research and
Innova Social Science, 2021. https://doi.org/10.47772/ijriss.2021.51218.

L. ?&%ya & E. S. Okoroigwe. "Moderating Effect of Audit Committee Financial Expertise on
the Relationship between Audit Quality and Earnings Management of Quoted Consumer

Goods  Firms in  Nigeria." Lapai  Journal of  Economics, 2023.
https://doi.org/10.4314/lje.v6i2.3.

H. E. Saturday., J. Okpanachi & S. G. Joshua. "Audit Committee and Financial Reporting
Quality of Listed Consumer Goods Firms in Nigeria: Moderating Role of Managerial
Shareholdings." International Journal of Research and Scientific Innovation, 2023.
https://doi.org/10.51244/1jrs1.2023.10928.

159


https://doi.org/10.1007/s10551-015-2679-0
https://doi.org/10.1080/14719037.2015.1088566
https://doi.org/10.54097/fbem.v7i1.3688
https://doi.org/10.15688/ek.jvolsu.2022.1.11
https://doi.org/10.47772/ijriss.2021.51218
https://doi.org/10.4314/lje.v6i2.3
https://doi.org/10.51244/ijrsi.2023.10928

1.

12.

13.

14.

15.

16.

17.

18.

O. Ilesanmi, A. Ayodeji & A. Ademola. "Corporate Governance Quality, Agency Cost and
Shareholder Investment in Nigerian Consumer Products Companies." International Journal
of Innovative Research and Development, 2023.
https://doi.org/10.24940/1jird/2023/v12/i4/apr23014.

J. Olowookere, A. O. Oluwatuyi & M. Oladejo. "Determinants Of Audit Quality Among
Consumer Goods Companies Listed On The Nigerian Stock Exchange." SocioEconomic
Challenges, 2022. https://doi.org/10.21272/sec.6(1).113-122.2022.

A. Kabara, S. F. Khatib, A. Bazhair & H. G. Sulimany. "The Effect o Board’s
Educational and Gender Diversity on the Firms’ Performance: Evidence fro -Financial
Firms in Developing Country." Sustainability, 2022. https://doi.org/ 10.3(} 711058.

I. E. Ohanya & E. F. Ejeje. "Corporate Board Diversity and Ass eneration of Private
Sector Firms in Nigeria." The International Journal of Busine anagement, 2020.
https://doi.org/10.24940/theijbm/2020/v8/13/bm2003-049. %

A. Adanna & K. Nma. "Gender Diversity and Employ Value of Selected Consumer
Goods Manufacturing Firms In Lagos State, Nigeria." national Journal of Advanced
Studies in Economics and Public QSector Management, 2022.
https://doi.org/l0.48028/iiprds/ijasepsm.v10.i1.(gb

E. Gambo, B. A. Bello & S. A. Rimams ’afect of Board Size, Board Composition and
Board Meetings on Financial Perform of Listed Consumer Goods in Nigeria."
International Business R ch, Vol 11, 2018, Pg 1-10.
https://doi.org/10.5539/ibr.v1 1n6pk?\

A. Salihi & R. S. Jibril. 'T @ect of Board the Size and Audit Committee the Size on

Earnings Management in jan Consumer Industries Companies." International journal

of innovative research evelopment, Vol 4, 2015.

E. O. Akpan &.N%’%ran. "Board characteristics and company performance: Evidence from

Nigeria." q/ou of Functional Analysis, Vol 2, 2014, Pg 8I.
g

https://do1 711648/J.JFA.20140203.17.

160


https://doi.org/10.24940/ijird/2023/v12/i4/apr23014
https://doi.org/10.21272/sec.6(1).113-122.2022
https://doi.org/10.3390/su141711058
https://doi.org/10.24940/theijbm/2020/v8/i3/bm2003-049
https://doi.org/10.48028/iiprds/ijasepsm.v10.i1.04
https://doi.org/10.5539/ibr.v11n6p1
https://doi.org/10.11648/J.JFA.20140203.17

Chapter Five
Conclusion
This chapter discusses the summary of the findings, conclusion and recommendations of the

study. The findings of this research significantly summarize the precise contributions of this

A\
S

The study examines the effect of corporate governance on financial peﬁ{mance of consumer

study to knowledge and at the same time present suggestions for further studies.

5.1 Summary

goods companies in Nigeria. It is particularly emphasized on vag Qlos used by consumer
goods companies to make various financial performances. Th@dy used the four mechanisms
of corporate governance such as board composition, Q&ommittee independence, gender
diversity, board size and two financial performance@ as return on asset and return on equity.
In realizing these aforementioned aims, theV\t\@' was structured into five chapters. The first
chapter dealt with the introduction and @round of the study, identified the problems of the

study, defined the objectives of t@tudy, and formulated appropriate research questions and

N

hypotheses to guide theﬁg\ggation of the study. It also highlighted the importance, the
a

justification of the stg&

in the course o@study. The second chapter reviewed related literatures relevant to the

described the scope as well as gave the definition of the terms used

concept of rate governance and short-term liquidity. In this chapter theoretical and
empirial%mework were also reviewed. In addition, conceptual model on corporate governance
was constructed based on previous research, theories and models. Finally, the summary was also

given and gap in the literatures was identified.

Thereafter, chapter three presented the research methodology. This chapter presented the

research design, population of the study, sample size determination, sampling technique,
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sampling procedure, method of data collection and administration of the instrument and method
of data analysis with emphasis on the techniques of estimation were made and conceptual model

and finally ethical considerations.

Subsequently, the next chapter which is chapter four presented the analysis, results and
discussion of the major findings. This was done using both descriptive and inferen%lnalysis.
The descriptive aspect of analysis was used to interpret the data collected t ine their
average, standard deviation, minimum and maximum. Correlation WQ"S also used to
establish the level of relationship between among the explanatory s and also determine
whether a multi-collinearity problem exist in the model but r@co linearity does not exist in
the data. The second aspect of the analysis employed &n‘[ial analysis to determine the
relationship between corporate governance and 6%@ performance of consumer goods
companies in Nigeria. To test the study h as a panel data analysis, both fixed effect
and random effect model were conduc&@d then Hausman test was used to select the best
model between fixed and random cc?\model. Five hypothesis were tested in this model. One
diagnostics test were perfon@ order to determine the reliability and validity of the result.

Durbin serial correlat@ was conducted and all hypothesis shows no presence of serial

correlation. The< lag\\fh

recommend@ and suggested areas for further studies.

pter concluded the study in terms of summary, conclusion and

Maj oréiﬁlrical findings and the result of the hypotheses tested are outlined thus

i. Board composition has a negative and significant effect on ROA of consumer goods
companies (P= 0.027<0.05, 1=-0.0229) but have a positive and significant effect on ROE

(P= 0.000<0.05, 1=0.0645) of consumer goods companies in Nigeria
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ii. Audit committee independence has a negative but insignificant effect on ROA of consumer
goods companies (P= 0.282>0.05, »=-0.0286) and have a negative and insignificant effect
on ROE (P=0.3167>0.05, >=0.1371) of consumer goods companies in Nigeria

iii. Board diversity has a positive but insignificant effect on ROA of consumer goods
companies (P= 0.2509>0.05, 3=0.0246) and have a positive and significant effe&ton ROE
(P=0.0419<0.05, 3=0.1981) of consumer goods companies in Nigeria Q

iv. Board size has a negative and significant effect on ROA of consumer g%gmpanies (P=
0.0496<0.05, 4= -0.0169) and have a negative and insigni Xffect on ROE (P=
0.8947>0.05, 4=-0.0069) of consumer goods companies '@1 ria

v. Corporate governance has a significant effect on RO@Z 0.0002<0.05, R2= 0.452) and
also investment in financial assets (P= 0.01566/ #& , R2=0.7335) and also a significant

effect on ROE (P= 0.0000<0.05, R2= 0.41 consumer goods companies in Nigeria

N
52  Conclusion C§

The study analyzed the relations@ween corporate governance and financial performance of
consumer goods compani @igeria. The results of the study provided both empirical and
statistical evidences 0%6 relationship between various financial metrics such as profitability

N

[ ]
ratios, liquidity @, long-term solvency ratio and short-term solvency ratio on various

financial pz&lnces of consumer goods companies.

\T

The study's findings underscore a crucial link between board composition and financial
performance in Nigerian consumer goods companies. The negative impact on both ROA and
ROE suggests that current board structures may not effectively optimize asset efficiency or
shareholder value creation. This points to potential issues such as inadequate diversity and

expertise within boards, as well as governance practices that may not align with best practices.
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Stakeholder theory provides a lens to understand these dynamics, emphasizing that boards
should represent diverse stakeholder interests to enhance decision-making and long-term
sustainability. Effective governance, inclusive of diverse perspectives and robust oversight, is
crucial for aligning corporate objectives with stakeholder needs. The significant findings
highlight the importance of board composition in shaping strategic direction and operational

effectiveness, urging companies to adopt governance practices that foster Qou tability,

transparency, and stakeholder value. &< O
The study's findings on audit committee independence in Nigerie%@mer goods companies

reveal a nuanced relationship with financial performance.@pi e not reaching statistical
significance, the observed negative trend suggests pote@ inefficiencies in oversight and
governance. This underscores the complex interplay@%een committee independence, expertise,

and regulatory context. For stakeholder@y perspective, while independent audit

committees are crucial for transparenc.ya\& ccountability, their impact on financial outcomes
may vary based on implementatior%\faultural factors. This study highlights the importance of

active committee engageme@ regulatory alignment. The study underscores the need for

and mitigating ﬁote%&\hﬂ
performanc@

tailored governance p@ that enhance committee effectiveness, ensuring robust oversight

governance gaps that could impact stakeholder trust and financial

The ﬁmtgs from hypotheses three, four, and five underscore critical insights into the dynamics
of corporate governance and its impact on financial performance in Nigerian consumer goods
companies. Board diversity on boards, as highlighted in hypothesis three, demonstrates a
significant positive effect on return on equity (ROE), suggesting that diverse perspectives foster

better strategic oversight and decision-making. However, the non-significant impact on return on
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assets (ROA) indicates that the benefits of gender diversity may manifest more prominently in
long-term strategic outcomes rather than immediate operational efficiencies. Conversely,
hypothesis four reveals a significant negative impact of larger board sizes on ROA, reflecting
potential inefficiencies in asset utilization and decision-making processes. The non-significant
effect on ROE suggests that while larger boards may hinder operational efficiency, their overall

impact on profitability and equity returns varies, influenced by strategic oversifEQd esource

availability. &<

Stakeholder theory frames these findings by emphasizing the % ance of governance
structures that balance stakeholder interests (Donaldson & Pre 1995). Effective governance,
inclusive of diverse perspectives and robust oversight, enhanegs transparency and accountability
(Mallin, 2007). However, challenges such as reg@%y inconsistencies and cultural factors
highlight the need for tailored govemanc@%es to navigate Nigeria's unique business

environment and sustain long-term ﬁnang'\' erformance.

o)

5.3 Recommendations . Q

Based on the findings of @y, the following recommendations are made:

e Given the ﬁ@ board composition negatively impacts return on assets (ROA) for
consum s companies in Nigeria, it's crucial to strategically address board composition.
Sta\\& conducting a thorough assessment of the current board's composition, including
skills, industry expertise, and diversity in perspectives. This assessment should align with the
company's strategic objectives and operational challenges within the consumer goods sector.
Implement policies aimed at enhancing board diversity, ensuring a mix of skills that

complement the company's needs and fosters innovative thinking. Regular board evaluations
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should be conducted to monitor performance and alignment with strategic goals, fostering a
culture of accountability and effective decision-making. Additionally, provide continuous
professional development opportunities to keep board members updated on industry trends
and best governance practices. This will ensure that the company's board remains well-

equipped to navigate the dynamic landscape of the consumer goods sector and drive

sustainable growth. Q

Given the finding that audit committee independence negatively i&&s r;urn on assets

(ROA) for consumer goods companies in Nigeria consumer good@ nies should review
the composition and independence of the audit committeeée ers, ensuring they possess
relevant expertise and are genuinely independent f@nanagement. Implement robust
oversight mechanisms and ensure active en ag@t in financial oversight and risk
management processes. The companies sho enhance transparency in audit committee
operations and decision-making to buil mstor confidence and mitigate potential conflicts
.

of interest. Foster a culture of {Gﬂ}&ﬁtaaility and proactive risk management within the
committee. Additionally,‘@ ding regular training and professional development
opportunities to audit \committee members to stay abreast of evolving regulatory
requirements }@ practices is also important. This will help ensure that the audit
committeesis well-equipped to fulfill its responsibilities effectively and uphold the highest
sta,%/@er~ corporate governance.

Although board diversity shows a positive but insignificant impact on return on assets (ROA)
for consumer goods companies in Nigeria, it's crucial to actively promote and support gender

diversity initiatives. The companies should ensure diverse representation at all organizational

levels, particularly in decision-making roles. Implement targeted recruitment and retention

166



strategies to attract and retain diverse talent. The result also recommends the fostering of an
inclusive workplace culture that values and leverages diverse perspectives. They can also
provide mentorship and leadership development programs to empower women in leadership
roles. This will help create a more inclusive and innovative work environment, leading to

T

e The consumer goods companies should also evaluate the current board strm and assess

higher employee morale and productivity.

whether reducing the size could enhance efficiency and decision-mak&gy ey can also
focus on recruiting members with diverse expertise relevant to t umer goods sector
and ensure active participation and engagement of board members in strategic discussions
and oversight. Implement regular evaluations to align b@composition with company goals.
This will ensure that the board remains dynamicab@onsive to the changing needs of the
consumer goods industry. ’b

e Lastly, based on the findings and insi from this research, the following recommendations

.

are proposed, which is to: str{@n corporate governance framework, enhance board
composition and independ@%romote gender and ethnic diversity, establish robust risk
management systems,\%a wer audit committees, optimize board size, implement effective
internal cont 'l@mnisms, foster continuous training and development, encourage

stakeholde@gagement, institutionalize performance-based incentives, enhance transparency

an@lre practices, and monitor executive actions to reduce agency costs.

5.4 Contribution to Knowledge

The findings of this study made the important contributions to knowledge in the various ways:
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Theoretical Perspective: This study contributes to the theoretical understanding of corporate
governance by demonstrating the nuanced impacts of board composition, audit committee
independence, gender diversity, and board size on financial performance in the context of
Nigerian consumer goods companies. It highlights the importance of tailored governance
frameworks that consider specific market dynamics, thereby enriching stakeholder, theory by

showing how different governance structures can either facilitate or hindef Qan ational

efficiency and shareholder value creation. &<
Conceptual Perspective: Conceptually, this research advances.t scourse on corporate

governance by emphasizing the interplay between gover@ mechanisms and financial
outcomes. It underscores the need for a holistic appr%g evaluating board effectiveness,
moving beyond traditional metrics to include factor&diversity and independence. The study
advocates for a more integrative frameworl&@mks governance attributes directly with firm

performance, providing a robust mogg\ﬁ assessing governance effectiveness in emerging
markets. i é
Empirical Perspective:\@ﬁllly, the study provides evidence from the Nigerian consumer
goods sector, re @he specific impacts of various corporate governance elements on
financial perf@ance. It bridges the gap in literature by offering data-driven insights into how
board or@’gion, audit committee independence, gender diversity, and board size affect return
on assets (ROA) and return on equity (ROE). These findings contribute to the empirical body of

knowledge by offering context-specific evidence that can inform future research and policy

formulation.
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Practical Perspective: Practically, this study offers actionable insights for corporate governance
practitioners in Nigeria and similar emerging markets. The findings suggest that optimizing
board size, enhancing audit committee effectiveness, and promoting gender diversity can lead to
improved financial outcomes. Companies should focus on recruiting board members with diverse
expertise and fostering an inclusive culture that values diverse perspectives. Regular board
evaluations and continuous professional development can enhance governanc Qec iveness.
Additionally, implementing robust oversight mechanisms and ensuring ac@e@gagemem of
audit committees can mitigate risks and improve transparency. These 1 recommendations
can help firms enhance their governance practices, ult@ riving better financial

performance and shareholder value. Q

2
&

°
The most crucial limitation in this s@vas the fact that only 15 consumer goods companies

5.5.1 Limitation of the Study

that are quoted on Nigeria stov\&ﬁange were used for this study out of the entire consumer
goods sector in Nigeria. b@%, unavailability of some financial report made it another crucial
limitation encou @this study. For instance, the study planned to carry out investigation
between 20136 3, however, 2023 financial statements of most consumer goods companies
were not @%hed on any public domain making us stop at 2022. This made the study to restrict
the perrioy[o 10 years starting from 2013 and ending in 2022 in order to have a general overview
of financial performances happening in the Nigerian banking sector. This study could not also

gather direct response from the management of the consumer goods companies so as to gather
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qualitative information that can affect financial performances other than financial metrics

through corporate governance.

5.5.2 Suggestions for Further Studies
Given the limitations encountered in this study, several areas for further research can be
identified to enhance understanding and provide a more comprehensive analysis of thé\impact of

corporate governance on financial performances of consumer goods companies @eria:

e Future research should include a larger sample of consumer go@%{npanies in Nigeria,
incorporating both quoted and non-quoted firms. This would @e a more comprehensive
understanding of the sector and offer more generalizabl

e With the eventual publication of the 2023 ﬁnanc@tements, subsequent studies should
extend the analysis period beyond 2022 to in%éthe most recent data. This would help in
capturing the latest trends and their imp %&ﬁnancial performance.

e Future studies should incorporat’{&%’ﬁive methods, such as interviews or surveys with
management and board m of consumer goods companies. This approach would

provide deeper insig@Q}the non-financial aspects of corporate governance and their
influence on fi j\&'\l;’oerformance.

e Conduct c pi!étive studies between the consumer goods sector and other sectors within
Ni er@%’ﬁis would highlight whether the observed governance-performance relationships
are unique to consumer goods companies or if they are prevalent across different sectors.

e Future research should consider incorporating external factors such as economic conditions,

regulatory changes, and market dynamics. These factors can significantly influence the
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financial performance of companies and provide a more holistic understanding of the

corporate governance-financial performance nexus.
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Appendix

Descriptive
BC BD ACI BS ROA ROE
Mean 9.666667 1.880000  5.820000  11.14667  0.120341  0.423943
Median 9.000000  2.000000  6.000000  11.00000  0.041346  0.094997
Maximum 17.00000  6.000000  9.000000  18.00000  2.219971 10.24215
Minimum 4.000000  0.000000  4.000000  6.000000 -0.846354 _-8.723444
Std. Dev. 2.708839 1.152296  0.997110  2.936433  0.312055 834754
Skewness 0.322819  0.948385  0.528944  0.297396 3.4391@ 4.244606
Kurtosis 2.821089  4.178417  3.855769  2.060841 19.9 24.10833
Jarque-Bera 2.805360  31.16501 11.57167  7.723733 %.736 3235.176
Probability 0.245937  0.000000  0.003071 0.021029% 00000  0.000000
Sum 1450.000  282.0000  873.0000  1672.000 * 18.05119  63.59143
Sum Sq. Dev.  1093.333 197.8400  148.1400 14.50937  350.9651
Observations 150 150 150 er 150 150 150
Covariance Analysis: Ordinary ’\c?
Date: 07/02/24 Time: 15:47 @
Sample: 2013 2022 \
Included observations: 1 Q
. S
Correlation i
Probability [ <00) BC BD ACI BS ROA ROE
BC 6\_}1.000000
\E}%’b 0.141909  1.000000
0.0832 --
ACI 0.265871  0.062852  1.000000
0.0010 0.4448 -
BS 0.464680  0.126229  0.286432  1.000000
0.0000 0.1238 0.0004 -
ROA -0.261343  0.038462  0.029178  -0.198420  1.000000
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0.0012 0.6403 0.7230 0.0149

ROE -0.167220  0.237511  -0.045106  -0.156324
0.0408 0.0034 0.5836 0.0561

0.412892
0.0000

1.000000

Hypothesis One: BC

Fixed

Dependent Variable: ROA

Method: Panel Least Squares

Date: 07/02/24 Time: 15:51

Sample: 2013 2022

Periods included: 10

Cross-sections included: 15

Total panel (balanced) observations: 150

Variable Coefficient Std. Error t-Statistie, Prob.
BC -0.020387 0.011223 , -1.816511 0.0715
C 0.317413  0.110247N\,2.879116  0.0046

Effects Specification

Cross-section fixed (dummy variables)),

R-squared 0.467460\ “Mean dependent var  0.120341
Adjusted R-squared 040%347° S.D. dependent var  0.312055
S.E. of regression 0.240431 Akaike info criterion 0.085273
Sum squared resids % %426823 Schwarz criterion 0.406407

Log likelihood 9.604534 Hannan-Quinn criter. 0.215740
F-statistic 7.841610 Durbin-Watson stat ~ 1.075369
Prob(F-statistic) 0.000000

Random

Dependent Variable: ROA

Method: Panel EGLS (Cross-section random effects)
Date: 07/02/24 Time: 15:55

Sample: 2013 2022

Periods included: 10

Cross-sections included: 15
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Total panel (balanced) observations: 150
Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic ~ Prob.
BC -0.022962  0.010323 -2.224363  0.0276
C 0.342304 0.113531 3.015065 0.0030
Effects Specification
S.D. Rho
Cross-section random 0.195478  0.3986
Idiosyncratic random 0.240131 0.6014
Weighted Statistics
R-squared 0.532489 Mean dependent var  0.043576
Adjusted R-squared  0.425952 S.D. dependent var  0.242767
S.E. of regression 0.239596  Sum squared resid 8.4961 5\
F-statistic 4.969893 Durbin-Watson stat 1986696
Prob(F-statistic) 0.027299
Unweighted Statistics
R-squared 0.064453 Mean dependentvar 0.120341
Sum squared resid 13.57419 Durbin-Watson stat  0.617578
Hausman
Correlated Random Effect$\-\Hausman Test
Equation: Untitled
Test cross-section random effects
Chi-Sq.
Test Summary Statistic Chi-Sq. d.f.  Prob.
Cross-sedtionrandom 0.341823 1 0.5588
Cross-section random effects test comparisons:
Variable Fixed Random Var(Diff.) Prob.
BC -0.020387 -0.022962  0.000019  0.5588

Cross-section random effects test equation:
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Dependent Variable: ROA

Method: Panel Least Squares

Date: 07/02/24 Time: 15:53

Sample: 2013 2022

Periods included: 10

Cross-sections included: 15

Total panel (balanced) observations: 150

Variable Coefficient Std. Error t-Statistic ~ Prob.
C 0.317413 0.110247 2.879116  0.0046
BC -0.020387 0.011223 -1.816511  0.0715
Effects Specification
Cross-section fixed (dummy variables)
R-squared 0.467460 Mean dependent var  0.120341
Adjusted R-squared  0.407847 S.D. dependent var  0.31205%
S.E. of regression 0.240131 Akaike info criterion (085273
Sum squared resid ~ 7.726823 Schwarz criterion 0.406407
Log likelihood 9.604534 Hannan-Quinn cxitery N0.215740
F-statistic 7.841610 Durbin-Watson sfat,™ 1.075369
Prob(F-statistic) 0.000000
ROE
Fixed Effect
Dependent Variable: ROE
Method: Panel Least Squares
Date: 07/02/24 Time: 16:25
Sample: 2013 2022
Periods included{ 10
Cross-sectionsyincluded: 15
Total panel (balanced) observations: 150
Variable Coefficient Std. Error t-Statistic ~ Prob.
BC 0.064500 0.059054 1.092218 0.0467
C -0.199561 0.580108 -0.344006 0.7314
Effects Specification

Cross-section fixed (dummy variables)
R-squared 0.390432 Mean dependent var  0.423943
Adjusted R-squared  0.322197 S.D. dependent var 1.534754
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S.E. of regression 1.263545 Akaike info criterion 3.406258
Sum squared resid 213.9372 Schwarz criterion 3.727392
Log likelihood -239.4693 Hannan-Quinn criter. 3.536724
F-statistic 5.721849 Durbin-Watson stat ~ 2.070627
Prob(F-statistic) 0.000000
Random
Dependent Variable: ROE
Method: Panel EGLS (Cross-section random effects)
Date: 07/02/24 Time: 16:26
Sample: 2013 2022
Periods included: 10
Cross-sections included: 15
Total panel (balanced) observations: 150
Swamy and Arora estimator of component variances
Variable Coefficient Std. Error t-Statistic  “Ryob.
BC 0.006485 0.052430 0.128686.* 0.9017
C 0.361256 0.558448 0646892 0.5187
Effects Specification
S.D. Rho
Cross-section random 0.815653  0.2941
Idiosyncratic random 1.263545  0.7059
Weiglited\Statistics
R-squared 0.000401 Mean dependent var  0.186503
Adjusted R-squared %-0:006655 S.D. dependent var 1.274407
S.E. of regressiofy 1.278640 Sum squared resid 241.9683
F-statistic 0.014939 Durbin-Watson stat ~ 0.939575
Prob(F-statistic) 0.902886
Unweighted Statistics

R-squared -0.003959 Mean dependent var  0.423943
Sum squared resid 352.3546 Durbin-Watson stat ~ 0.645223

Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects
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Chi-Sq.

Test Summary Statistic Chi-Sq.d.f.  Prob.
Cross-section random 4.557343 1 0.0328
Cross-section random effects test comparisons:
Variable Fixed Random Var(Diff.) Prob.
BC 0.064500 0.006485 0.000739  0.0328
Cross-section random effects test equation:
Dependent Variable: ROE
Method: Panel Least Squares
Date: 07/02/24 Time: 16:27
Sample: 2013 2022
Periods included: 10
Cross-sections included: 15
Total panel (balanced) observations: 150
Variable Coefficient Std. Error t-Statistic ~ Prob.
C -0.199561  0.580108 \-0:344006 0.7314
BC 0.064500 0.059084, 1.092218  0.0467
Effects Specificatipn
Cross-section fixed (dummy variables)
R-squared 0390432 Mean dependent var  0.423943
Adjusted R-squared  0.322497 S.D. dependent var 1.534754
S.E. of regression 1263545 Akaike info criterion  3.406258
Sum squared resid 213.9372 Schwarz criterion 3.727392
Log likelihood -239.4693 Hannan-Quinn criter. 3.536724
F-statistic 5.721849 Durbin-Watson stat ~ 2.070627

Prob(F-statistic) 0.000000

Hypothesis Two: Audit Committee Independence
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Fixed Effect

Dependent Variable: ROA

Method: Panel Least Squares

Date: 07/02/24 Time: 15:57

Sample: 2013 2022

Periods included: 10

Cross-sections included: 15

Total panel (balanced) observations: 150

Variable Coefficient Std. Error t-Statistic  Prob.
ACI -0.038952 0.028113 -1.385560 0.1682
C 0.347044 0.164800 2.105844 0.0371

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.462053 Mean dependent var ,0.120341
Adjusted R-squared  0.401835 S.D. dependent var g N0312055
S.E. of regression 0.241347  Akaike info critertons 0.095374
Sum squared resid 7.805270  Schwarz criterioh 0.416509
Log likelihood 8.846930 Hannan-Quian\ctiter. 0.225841
F-statistic 7.673013 Durbin-WatSen stat ~ 1.033675
Prob(F-statistic) 0.000000

Random Effect

Dependent Variable: RQA

Method: Panel EGLS¢{(Gtoss-section random effects)
Date: 07/02/24 {Time; 15°58

Sample: 20132022

Periods includedr 10

Cross-seatiphs'included: 15

Total panel(balanced) observations: 150

Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic  Prob.
ACI -0.028670 0.026560 -1.079445 0.2821
C 0.287199 0.164778 1.742942  0.0834

Effects Specification
S.D. Rho
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Cross-section random 0.207465 0.4249
Idiosyncratic random 0.241347  0.5751

Weighted Statistics

R-squared 0.507799 Mean dependent var  0.041548
Adjusted R-squared  0.401095 S.D. dependent var  0.241679
S.E. of regression 0.241546 Sum squared resid 8.635014
F-statistic 1.163277 Durbin-Watson stat ~ 1.930726
Prob(F-statistic) 0.282542

Unweighted Statistics

R-squared 0.013738 Mean dependent var  0.120341
Sum squared resid 14.70870 Durbin-Watson stat ~ 0.546400

Hausman Test

Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects

Chi-Sq.
Test Summary Statistig, Chi-Sq. d.f. Prob.
Cross-section random 1244957 1 0.2645

Cross-section random effects{festcomparisons:

Variable FiXed Random Var(Diff.) Prob.

ACI -0.038952 -0.028670  0.000085  0.2645

Cross-sectiofirandom effects test equation:
Dependent¥ariable: ROA

Method: Panel Least Squares

Date: 07/02/24 Time: 15:59

Sample: 2013 2022

Periods included: 10

Cross-sections included: 15

Total panel (balanced) observations: 150

Variable Coefficient Std. Error t-Statistic  Prob.
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C 0.347044 0.164800 2.105844  0.0371
ACI -0.038952  0.028113 -1.385560  0.1682

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.462053 Mean dependent var  0.120341
Adjusted R-squared  0.401835 S.D. dependent var ~ 0.312055
S.E. of regression 0.241347 Akaike info criterion 0.095374
Sum squared resid 7.805270  Schwarz criterion 0.416509

Log likelihood 8.846930 Hannan-Quinn criter. 0.225841
F-statistic 7.673013 Durbin-Watson stat ~ 1.033675
Prob(F-statistic) 0.000000

ROE

Fixed Effect

Dependent Variable: ROE

Method: Panel Least Squares

Date: 07/02/24 Time: 16:23

Sample: 2013 2022

Periods included: 10

Cross-sections included: 15

Total panel (balanced) observations: 150

Variable Coefficient Std, Error t-Statistic  Prob.
ACI -0.16189K,™0.147173 -1.100044  0.2733
C 1.366J85" 0.862739 1.583543 0.1157

Effects Specification

Cross-section,fixed (dummy variables)

R-squared 0.390509 Mean dependent var  0.423943
Adjusted Resquared  0.322283 S.D. dependent var 1.534754
S.E. of tegression 1.263465 Akaike info criterion 3.406131
Sum squared resid 213.9101 Schwarz criterion 3.727265

Log likelihood -239.4598 Hannan-Quinn criter. 3.536597
F-statistic 5.723708 Durbin-Watson stat ~ 1.086234
Prob(F-statistic) 0.000000

Random Effect
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Dependent Variable: ROE

Method: Panel EGLS (Cross-section random effects)
Date: 07/02/24 Time: 16:24

Sample: 2013 2022

Periods included: 10

Cross-sections included: 15

Total panel (balanced) observations: 150

Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic ~ Prob.
ACI -0.137179  0.136933 -1.001799  0.3181
C 1.222325 0.839287 1.456385 0.1474
Effects Specification
S.D. Rho
Cross-section random 0.937814  0.3552
Idiosyncratic random 1.263465 _0.6448
Weighted Statistics
R-squared 0.406771 Mean dependent yar’~"0.166163

Adjusted R-squared  0.300060 S.D. dependent ¥dr 1.260126
S.E. of regression 1.260088 Sum squared, résid 234.9978
F-statistic 1.008987 Durbin-WatSon stat ~ 1.983750
Prob(F-statistic) 0.316785

Unweighted Statistics

R-squared 0.00009%, “~Mean dependent var  0.423943
Sum squared resid 35093 Durbin-Watson stat ~ 0.658759

Hausman

Correlated Random Effects - Hausman Test
Equation:\Untitled
Test croSsfsection random effects

Chi-Sq.
Test Summary Statistic Chi-Sq. d.f.  Prob.
Cross-section random 0.210001 1 0.6468

Cross-section random effects test comparisons:

198



Variable Fixed Random Var(Diff.) Prob.

ACI -0.161897 -0.137179  0.002909  0.6468

Cross-section random effects test equation:
Dependent Variable: ROE

Method: Panel Least Squares

Date: 07/02/24 Time: 16:24

Sample: 2013 2022

Periods included: 10

Cross-sections included: 15

Total panel (balanced) observations: 150

Variable Coefficient Std. Error t-Statistic  Prob.
C 1.366185 0.862739 1.583543  0.115%
ACI -0.161897 0.147173 -1.100044  0.2%433

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.390509 Mean dependempyvar 0.423943
Adjusted R-squared  0.322283 S.D. dependént, var 1.534754
S.E. of regression 1.263465 Akaike info'efiterion 3.406131
Sum squared resid 213.9101 Schwarzcriterion 3.727265

Log likelihood -239.4598 Hagnan-Quinn criter. 3.536597
F-statistic 5.723708 Durbin-Watson stat ~ 1.086234
Prob(F-statistic) 0.000000

Hypothesis, lthree: Board Diversity
Fixed

Dependent Variable: ROA

Method: Panel Least Squares

Date: 07/02/24 Time: 15:59

Sample: 2013 2022

Periods included: 10

Cross-sections included: 15

Total panel (balanced) observations: 150
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Variable Coefficient Std. Error t-Statistic  Prob.

BD -0.032814  0.022158 -1.480914  0.1410
C 0.182032  0.046074 3.950825  0.0001

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.463133 Mean dependent var  0.120341
Adjusted R-squared  0.403036 S.D. dependent var  0.312055
S.E. of regression 0.241105 Akaike info criterion 0.093365
Sum squared resid 7.789606 Schwarz criterion 0.414500

Log likelihood 8.997600 Hannan-Quinn criter. 0.223832
F-statistic 7.706408 Durbin-Watson stat ~ 1.073200
Prob(F-statistic) 0.000000

Random

Dependent Variable: ROA

Method: Panel EGLS (Cross-section random effegts)
Date: 07/02/24 Time: 16:00

Sample: 2013 2022

Periods included: 10

Cross-sections included: 15

Total panel (balanced) observationg: 50

Swamy and Arora estimator of comfpenent variances

Variable Coecfficient = Std. Error  t-Statistic ~ Prob.
BD \024610  0.021297  1.155582  0.2497
C 0.366609 0.068960 2.416017 0.0169
Effects Specification
S.D. Rho
Cross-Section random 0.203650 0.4164
Idiosyncratic random 0.241105  0.5836
Weighted Statistics
R-squared 0.378895 Mean dependent var  0.042194

Adjusted R-squared  0.302198 S.D. dependent var ~ 0.242020
S.E. of regression 0.241754 Sum squared resid 8.649885
F-statistic 1.328200 Durbin-Watson stat ~ 1.955417
Prob(F-statistic) 0.250984
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Unweighted Statistics

R-squared -0.015249 Mean dependent var  0.120341
Sum squared resid 14.73062 Durbin-Watson stat ~ 0.561025

Hausman Test

Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects

Chi-Sq.
Test Summary Statistic Chi-Sq. d.f. Prob.
Cross-section random 1.798884 1 0.1798

Cross-section random effects test comparisons:

Variable Fixed Random Var(IDiff}y Prob.

BD -0.032814 -0.024610,\0°000037  0.1798

Cross-section random effects test equation:
Dependent Variable: ROA

Method: Panel Least Squares

Date: 07/02/24 Time: 16:01

Sample: 2013 2022

Periods included: 10

Cross-sections included:\l 5

Total panel (balaficed)‘ebservations: 150

Variabl€ Coefficient Std. Error t-Statistic  Prob.
¢ 0.182032 0.046074 3.950825 0.0001
BD -0.032814 0.022158 -1.480914 0.1410

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.463133 Mean dependent var  0.120341
Adjusted R-squared  0.403036 S.D. dependent var ~ 0.312055
S.E. of regression 0.241105 Akaike info criterion 0.093365
Sum squared resid 7.789606 Schwarz criterion 0.414500
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Log likelihood 8.997600 Hannan-Quinn criter. 0.223832
F-statistic 7.706408 Durbin-Watson stat ~ 1.073200
Prob(F-statistic) 0.000000

ROE

Fixed Effect

Dependent Variable: ROE

Method: Panel Least Squares

Date: 07/02/24 Time: 16:12

Sample: 2013 2022

Periods included: 10

Cross-sections included: 15

Total panel (balanced) observations: 150

Variable Coefficient Std. Error t-Statistic ~Rreb.
BD 0.152572  0.115891 1.316519™, 0.1902
C 0.137107 0.240978 0.568959.> 0.5703

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.392858 Medndcpendent var  0.423943
Adjusted R-squared  0.324894 S.B. dependent var 1.534754
S.E. of regression 1.261028_\ Akaike info criterion 3.402269
Sum squared resid 213.08560\, Schwarz criterion 3.723404
Log likelihood -239.\/02" Hannan-Quinn criter. 3.532736
F-statistic 5.730416 Durbin-Watson stat ~ 1.033712
Prob(F-statistic) 0:000000

Random Effect

Dependetit Variable: ROE

Method: Panel EGLS (Cross-section random effects)
Date: 07/02/24 Time: 16:12

Sample: 2013 2022

Periods included: 10

Cross-sections included: 15

Total panel (balanced) observations: 150

Swamy and Arora estimator of component variances
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Variable Coefficient Std. Error t-Statistic  Prob.

BD 0.198178 0.109219 1.814495 0.0416
C 0.051368 0.314102 0.163539  0.8703
Effects Specification
S.D. Rho
Cross-section random 0.829736  0.3021
Idiosyncratic random 1.261028  0.6979
Weighted Statistics
R-squared 0.021707 Mean dependent var  0.183640

Adjusted R-squared  0.015096 S.D. dependent var 1.272307
S.E. of regression 1.262667 Sum squared resid 235.9604
F-statistic 3.283850 Durbin-Watson stat  1.92980%
Prob(F-statistic) 0.041992

Unweighted Statistics

R-squared 0.048540 Mean dependent var, \ 00423943
Sum squared resid 333.9292 Durbin-Watson stat (J*0.657018

Hausman Test

Correlated Random Effects - Hausman Lest
Equation: Untitled
Test cross-section random effeéts

Chi-Sq.
Test Summary Statistic Chi-Sq. d.f. Prob.
Cross-section random 1.384945 1 0.2393

Cross-sedfionrandom effects test comparisons:

Variable Fixed Random Var(Diff.) Prob.

BD 0.152572  0.198178  0.001502  0.2393

Cross-section random effects test equation:
Dependent Variable: ROE

Method: Panel Least Squares

Date: 07/02/24 Time: 16:13

203



Sample: 2013 2022

Periods included: 10

Cross-sections included: 15

Total panel (balanced) observations: 150

Variable Coefficient Std. Error t-Statistic = Prob.
C 0.137107 0.240978 0.568959 0.5703
BD 0.152572 0.115891 1.316519 0.1902

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.392858 Mean dependent var  0.423943
Adjusted R-squared  0.324894 S.D. dependent var 1.534754
S.E. of regression 1.261028 Akaike info criterion 3.402269
Sum squared resid 213.0856 Schwarz criterion 3.723404
Log likelihood -239.1702 Hannan-Quinn criter. 3.532736
F-statistic 5.780416 Durbin-Watson stat 18033712
Prob(F-statistic) 0.000000

Hypothesis Four: BS
ROA: Fixed Effect

Dependent Variable: ROA

Method: Panel Least Squares

Date: 07/02/24 Time: 16:02

Sample: 2013 2022

Periods included: 10

Cross-sections includeds 13

Total panel (balaneed) observations: 150

Variable Coefficient Std. Error t-Statistic  Prob.
BS -0.015319 0.011415 -1.341964 0.1819
@ 0.291095 0.128760 2.260760 0.0254

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.461582 Mean dependent var  0.120341
Adjusted R-squared  0.401311 S.D. dependent var ~ 0.312055
S.E. of regression 0.241452  Akaike info criterion 0.096250
Sum squared resid ~ 7.812105 Schwarz criterion 0.417384
Log likelihood 8.781287 Hannan-Quinn criter. 0.226716
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F-statistic 7.658485 Durbin-Watson stat ~ 1.049956
Prob(F-statistic) 0.000000
Random
Dependent Variable: ROA
Method: Panel EGLS (Cross-section random effects)
Date: 07/02/24 Time: 16:02
Sample: 2013 2022
Periods included: 10
Cross-sections included: 15
Total panel (balanced) observations: 150
Swamy and Arora estimator of component variances
Variable Coefficient Std. Error t-Statistic ~ Prob.
BS -0.016988  0.010283 -1.652061 62006
C 0.309696  0.127542 2.428189 ™.0164
Effects Specification
S.D. Rho
Cross-section random 0.202775 0.4136
Idiosyncratic random 0.241452  0.5864
Weighted Stati§tics
R-squared 0.018214_\Meéan dependent var  0.042407
Adjusted R-squared  0.01158]N\, °S.D. dependent var ~ 0.242134
S.E. of regression 0240728 Sum squared resid 8.576602
F-statistic 2. 745756 Durbin-Watson stat ~ 0.960375
Prob(F-statistic) 0:099631
Unweighted Statistics

R-squared 0.037883 Mean dependent var  0.120341
Sum squartd resid 13.95971 Durbin-Watson stat ~ 0.590037

Hausman Test

Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects
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Chi-Sq.
Test Summary Statistic Chi-Sq. d.f. Prob.

Cross-section random 0.113319 1 0.7364

Cross-section random effects test comparisons:

Variable Fixed Random Var(Diff.) Prob.

BS -0.015319 -0.016988 0.000025 0.7364

Cross-section random effects test equation:
Dependent Variable: ROA

Method: Panel Least Squares

Date: 07/02/24 Time: 16:03

Sample: 2013 2022

Periods included: 10

Cross-sections included: 15

Total panel (balanced) observations: 150

Variable Coefficient Std. Error t-Stdtistte = Prob.
C 0.291095 0.12876M\N2¥260760 0.0254
BS -0.015319 0.011418 ~I"341964 0.1819

Effects Specificatioest

Cross-section fixed (dummy variablCs)

R-squared 0.461582." Mean dependent var  0.120341
Adjusted R-squared  0.4Q1311 S.D. dependent var  0.312055
S.E. of regression (\241452  Akaike info criterion  0.096250
Sum squared resid 2.812105 Schwarz criterion 0.417384

Log likelihood 8.781287 Hannan-Quinn criter. 0.226716
F-statistic 7.658485 Durbin-Watson stat ~ 1.049956
Prob(F-statistic) 0.000000

ROE Model

Fixed

Dependent Variable: ROE
Method: Panel Least Squares
Date: 07/02/24 Time: 16:10
Sample: 2013 2022

Periods included: 10
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Cross-sections included: 15
Total panel (balanced) observations: 150

Variable Coefficient Std. Error t-Statistic  Prob.
BS 0.039656 0.059904 0.661982 0.5091
C -0.018085 0.675701 -0.026765 0.9787

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.387010 Mean dependent var  0.423943
Adjusted R-squared  0.318391 S.D. dependent var 1.534754
S.E. of regression 1.267087 Akaike info criterion 3.411856
Sum squared resid 215.1382 Schwarz criterion 3.732990
Log likelihood -239.8892 Hannan-Quinn criter. 3.542323
F-statistic 5.640036 Durbin-Watson stat ~ 1.058431
Prob(F-statistic) 0.000000

Random

Dependent Variable: ROE

Method: Panel EGLS (Cross-section random effects)
Date: 07/02/24 Time: 16:10

Sample: 2013 2022

Periods included: 10

Cross-sections included: 15

Total panel (balanced) obsgryations: 150

Swamy and Arora estimator'offcomponent variances

Variable Coefficient Std. Error  t-Statistic ~ Prob.
BS -0.006910 0.051876 -0.133208  0.8942
C 0.500969 0.628041 0.797670  0.4263
Effects Specification
S.D. Rho
Cross-section random 0.860540  0.3157
Idiosyncratic random 1.267087  0.6843
Weighted Statistics
R-squared 0.000119 Mean dependent var  0.178950

Adjusted R-squared -0.006637 S.D. dependent var 1.268931
S.E. of regression 1.273135 Sum squared resid 239.8891
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F-statistic 0.017576 Durbin-Watson stat  0.949200
Prob(F-statistic) 0.894709

Unweighted Statistics

R-squared 0.003959 Mean dependent var  0.423943
Sum squared resid 349.5757 Durbin-Watson stat ~ 0.651368

Hausman

Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects

Chi-Sq.
Test Summary Statistic Chi-Sq. d.f. Preb.
Cross-section random 2.416201 1 N0.1201

Cross-section random effects test comparisons:

Variable Fixed Random « Vag(Diff.) Prob.

BS 0.039656 -0.006916y 0.000897  0.1201

Cross-section random effects testequation:
Dependent Variable: ROE

Method: Panel Least Squares

Date: 07/02/24 Time: 16Nl

Sample: 2013 2022

Periods includedf 10
Cross-sections,in¢luded: 15

Total panel (balanced) observations: 150

Yariable Coefficient Std. Error t-Statistic  Prob.
C -0.018085 0.675701 -0.026765 0.9787
BS 0.039656 0.059904 0.661982 0.5091

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.387010 Mean dependent var  0.423943
Adjusted R-squared  0.318391 S.D. dependent var 1.534754
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S.E. of regression 1.267087 Akaike info criterion 3.411856
Sum squared resid 215.1382 Schwarz criterion 3.732990
Log likelihood -239.8892 Hannan-Quinn criter. 3.542323
F-statistic 5.640036 Durbin-Watson stat ~ 1.058431
Prob(F-statistic) 0.000000
Hypothesis Five: Corporate Governance
Dependent Variable: ROA
Method: Panel Least Squares
Date: 07/02/24 Time: 16:04
Sample: 2013 2022
Periods included: 10
Cross-sections included: 15
Total panel (balanced) observations: 150
Variable Coefficient Std. Error t-Statistic ¢ PgObs
ACI -0.031239  0.028474 -1.097094 '\, 0.2746
BC -0.057846  0.038453 -1.504350." 0.1349
BS 0.046119 0.038372 1204885 0.2316
BD -0.023213  0.023467 \s0.989155  0.3244
C 0.390899  0.203816 \'®917904  0.0573
Effects Specification
Cross-section fixed (dummy varialgles)
R-squared 0.482¥67\ Mean dependent var  0.120341
Adjusted R-squared 0411MM S.D. dependent var  0.312055
S.E. of regression 0,239488 Akaike info criterion 0.097267
Sum squared resid 7513428 Schwarz criterion 0.478614
Log likelihood 11770498 Hannan-Quinn criter. 0.252196
F-statistic 6.776520 Durbin-Watson stat ~ 1.148213
Prob(F-statistie) 0.000000

Random Effect

Dependent Variable: ROA

Method: Panel EGLS (Cross-section random effects)

Date: 07/02/24 Time: 16:05
Sample: 2013 2022

Periods included: 10
Cross-sections included: 15
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Total panel (balanced) observations: 150
Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic ~ Prob.
ACI -0.016752  0.026722 -0.626916  0.5317
BC 0.072518 0.035868 2.021778  0.0450
BS 0.053728 0.034950 1.537277 0.1264
BD 0.010408 0.022079 3.471407 0.0381
C 0.339519 0.188711 1.799143  0.0741
Effects Specification
S.D. Rho
Cross-section random 0.191183  0.3892
Idiosyncratic random 0.239488 0.6108
Weighted Statistics
R-squared 0.452615 Mean dependent var  3,04%320
Adjusted R-squared  0.326480 S.D. dependent var  ,.0.243178
S.E. of regression 0.239937 Sum squared resid 8347624
F-statistic 6.013211 Durbin-Watson sgat, " 1.740066
Prob(F-statistic) 0.015661
Unweighted Statistics
R-squared 0.075501 Meandependent var  0.120341
Sum squared resid 13.41389 Durbin-Watson stat ~ 0.647245
Hausman Test
Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-secfion random effects
Chi-Sq.
Test Sutamary Statistic Chi-Sq. d.f. Prob.
Cross-section random 4.544586 4 03373
Cross-section random effects test comparisons:
Variable Fixed Random Var(Diff.) Prob.
ACI -0.031239 -0.016752  0.000097  0.1408
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BC -0.057846  0.072518 0.000192  0.2898
BS 0.046119 0.053728 0.000251  0.6309
BD -0.023213  0.010408 0.000063  0.1074

Cross-section random effects test equation:

Dependent Variable: ROA

Method: Panel Least Squares

Date: 07/02/24 Time: 16:06

Sample: 2013 2022

Periods included: 10

Cross-sections included: 15

Total panel (balanced) observations: 150

Variable Coefficient Std. Error t-Statistic ~ Prob.
C 0.390899 0.203816 1.917904  0.0573
ACI -0.031239  0.028474 -1.097094 02746
BC -0.057846  0.038453 -1.504350 _-6.0349
BS 0.046119 0.038372 1.201885 ™).2316
BD -0.023213  0.023467 -0.989155 "\, 0.3244
Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.482167 Mean¥cpendent var  0.120341

Adjusted R-squared 0.411014 S.DCdependent var ~ 0.312055

S.E. of regression 0.239488 AkaiKe info criterion 0.097267

Sum squared resid 7.513428. \Sehwarz criterion 0.478614

Log likelihood 11.70498\ Hannan-Quinn criter. 0.252196

F-statistic 6476820 Durbin-Watson stat ~ 1.148213

Prob(F-statistic) 0,000000

ROE Model

Fixed Effeet Model

Dependent Variable: ROE
Method: Panel Least Squares
Date: 07/02/24 Time: 16:07
Sample: 2013 2022

Periods included: 10
Cross-sections included: 15

Total panel (balanced) observations: 150
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Variable Coefficient Std. Error t-Statistic ~ Prob.
ACI -0.197894  0.149469 -1.323979  0.1878
BC 0.317510 0.201848 2.573016  0.0181
BS -0.272981 0.201425 -1.355245 0.1777
BD 0.106078 0.123187 2.861113  0.0407
C 1.349822 1.069886 1.261650 0.2093
Effects Specification
Cross-section fixed (dummy variables)
R-squared 0.410107 Mean dependent var  0.423943
Adjusted R-squared  0.329053 S.D. dependent var 1.534754
S.E. of regression 1.257138 Akaike info criterion 3.413448
Sum squared resid ~ 207.0320 Schwarz criterion 3.794796
Log likelihood -237.0086 Hannan-Quinn criter. 3.56837&
F-statistic 5.059670 Durbin-Watson stat ~ 1.629303
Prob(F-statistic) 0.000000
Random
Dependent Variable: ROE
Method: Panel EGLS (Cross-section randorh effects)
Date: 07/02/24 Time: 16:07
Sample: 2013 2022
Periods included: 10
Cross-sections included: 15
Total panel (balanced) observations: 150
Swamy and Arora estimdtor @f*component variances
Variable Coefficient Std. Error  t-Statistic ~ Prob.
ACI -0.120761  0.135487 -0.891314  0.3742
BC 0.146811 0.181554 0.808635 0.4200
BS -0.165949  0.175090 -0.947789  0.3448
BP 0.210257 0.112117 1.875332  0.0628
C 1.162092  0.924105 1.257532 0.2106
Effects Specification
S.D. Rho
Cross-section random 0.747256  0.2611
Idiosyncratic random 1.257138  0.7389

Weighted Statistics
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R-squared 0.035955 Mean dependent var  0.199115
Adjusted R-squared  0.009360 S.D. dependent var 1.283998
S.E. of regression 1.277975 Sum squared resid 236.8168
F-statistic 1.351966 Durbin-Watson stat ~ 0.942950
Prob(F-statistic) 0.253616
Unweighted Statistics
R-squared 0.053517 Mean dependent var  0.423943
Sum squared resid 332.1824 Durbin-Watson stat  0.672240
Hausman
Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects
Chi-Sq.
Test Summary Statistic Chi-Sq. d.f\. ™ Prob.
Cross-section random 8.846431 4 0.0451
Cross-section random effects test comparisQhs:
Variable Fixed Rafidjom Var(Diff.) Prob.
ACI -0.197894~%0.120761  0.003984  0.2217
BC 0.387816,* 0.146811 0.007781  0.0530
BS -0.272981 -0.165949 0.009916  0.2824
BD O\06078  0.210257  0.002605  0.0412
Cross-section gandom effects test equation:
Dependent ¥ariable: ROE
Methqd: Panel Least Squares
Date: 0%02/24 Time: 16:08
Sample: 2013 2022
Periods included: 10
Cross-sections included: 15
Total panel (balanced) observations: 150
Variable Coefficient Std. Error t-Statistic ~ Prob.
C 1.349822 1.069886 1.261650 0.2093
ACI -0.197894  0.149469 -1.323979  0.1878
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BC 0.317510 0.201848 1.573016  0.1181
BS -0.272981 0.201425 -1.355245 0.1777
BD 0.106078 0.123187 0.861113  0.3907
Effects Specification
Cross-section fixed (dummy variables)
R-squared 0.410107 Mean dependent var  0.423943
Adjusted R-squared  0.329053 S.D. dependent var 1.534754
S.E. of regression 1.257138 Akaike info criterion 3.413448
Sum squared resid 207.0320 Schwarz criterion 3.794796
Log likelihood -237.0086 Hannan-Quinn criter. 3.568378
F-statistic 5.059670 Durbin-Watson stat ~ 1.129303
Prob(F-statistic) 0.000000
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Companies | Years Code | ACI | NED | BD | BS | BC ROA ROE
Guinness 2013 [ 6 o] 3] 13[ 11]-0.028838 | -0.046932
2014 [ 6 o] 2] 14] 11]-0.012129] -0.028255
2015 [ 6 o] 2] 15[ 13]-0.024259 | -0.068022
2016 1| 6 ol 2] 14| 11]-0.047727] -0.121522
2017 1| 7 ol 2] 14| 11]-0.016147] -0.035787
2018 [ 6 ol 2] 15[ 11| -0.03552] -0.059389
2019 1| 7] ] 3] 1s| 12] -0.061758 | -0.108688
2020 L[ s{ 1] 2] 13[ 10]-0.030798 [ 0:050482
2021 L[ e 11| 3] 13  12]-0.046303\6.090513
2022 1 6 11| 4| 13 9 | -0.846854].22.185589
Cadbury 2013 2| 6 s| 2| 7 6 | 0.1408684/] 0.2474454
2014 2] 6 6] 2| o9 8 | 070868986 | 0.196374
2015 2] 6 4] 2] 8 ;%«b. 5847 | 0.093876
2016 2| 7 2| 6 9] ~.81-0.010433 | -0.026807
2017 2| 6 5] 2 9%) 0.0105547 [ 0.0255474
2018 2| 6 4] 2 8hJ 7]0.0298999 | 0.0649318
2019 2| 6 s 2 & 700371796 [ 0.0789346
2020 2] 6 6 )\&6 9| 0.028058 | 0.0687719
2021 AIE 6l 9 8] 0.0102937 | 0.0329789
2022 AE \3&1 8 710.0097651 | 0.0438343
Beta Glass 2013 3] 6] . \8] of 9 8 10.0542424 | 0.1071444
2014 3] 6B 0] 9 8| 0.0887622 | 0.1498292
2015 3 gp‘ 8] o] 9 80.0732811 ] 0.113273
2016 [ 3 o] of 9 8]0.1144717 | 0.176922
2017 [ A$_7 o] 2] 11 10]0.1077217]0.1636557
20184 \8] 6 o] 2f 11| 10]0.1096538 | 0.170544
2019 3] 6 o] 2] 38 7]0.1071463 | 0.161474
L2000 3 6 6] 2| 8 7] 0.0642409 | 0.0932158
o \2021 3] s 71 3] 9 8| 0.0864754 [ 0.1295515
Q 2022 3] s 7] 3] 9 8] 0.0616956 | 0.1012777
Flour Mil 2013 4] s o] o] 13] 11]0.0349551]0.0845139
\ 2014 4l 7 o] of 14 11]0.01984730.0441597
i 2015 4 6 4] 2f 15|  11]0.0366015 | 0.0876792
2016 41 6 4] 2] 14] 12]0.0618109 [ 0.1438516
2017 4 s o] 1[ 15[ 12]0.0256924 | 0.0817026
2018 4] 6 o] 1] 3] 11] 0.027795] 0.061043
2019 4] 7 o] 1] 1] 12]0.0615098 | 0.1390467
2020 4 8 s| 1] 14 12]0.0400378 | 0.0859953
2021 41 7 4] 1] 16] 14]0.0530405 [ 0.1261736
2022 4l 7 o] 3] 16] 15]0.0447478 | 0.1249246
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g?:vrfp 2013 s 4 ol of 10 9 [ -0.145027 | -0.255705
2014 51 4 o] 1] 12 11 [ -0.098585 | -0.135245

2015 51 4 o] 1| 8 7]0.0117611 | 0.013287

2016 51 4 ol of 10 10 | 0.0706398 | 0.0715986

2017 51 4 o] 1] 10 10 [ 0.0572727 ] 0.0595664

2018 51 4 o] 2f 11 10 | -0.019573 | -0.020799

2019 51 s 2] 2] 8 710.0111367 | 0.0119854

2020 51 4 2] 2] 10 910.0011712 3503

2021 51 s ol 1| o 8 0.121824}.\632‘4207

2022 5 5 1 1| 9 8 0.1249\‘3?_)0?140743

gﬁ}ﬂzg 013 6| s of 1] 12| 11| -002883%] -0.046932
2014 6] 5 ol 1|11 9<§92129 -0.028255

2015 6] 5 o] 1|11 00.024259 | -0.068022

2016 6| 5 o] 1] 12 7-0.047727 | -0.121522

2017] 6| 5 o] 1] 124 \T1] -0.016147 | -0.035787

2018 6] 5 o] 1 11| -0.03552] -0.059389

2019 6] 5 0] 11 | -0.061758 | -0.108688

2020 6] 5 o] P12 11 | -0.030798 | -0.050482

2021 6] 5 g&‘\\’ 11 9] -0.046303 | -0.090513

2022 6l s &Y 1| 1 9] -0.098275 | -0.249723

Honeywell 2013 71 eppCN\o| 1] 9 810.0512924 | 0.153264
2014 7 ‘,&;\"4 0o 12 10 | 0.0525073 | 0.1626558

2015 7 _@ 3] 2] 12 10 [ 0.0164882 | 0.0551426

2016 ° 7 4] 2f 15 14 | -0.039763 | -0.184803

2017 [ NS 6 41 2 15 14 | 0.0380459 | 0.0822582

201&1\)7 9 41 2f 15 14 | 0.0354626 | 0.0785041

2 AIE 41 1| 9 8 10.0002597 | 0.0006303

(2020 7 6 3 1] 10 9 ]0.0045022 | 0.0112052

2021 7] 6 8] 2] 10 9]0.0076384 | 0.0194219

2022 7] 6 s 2] 17 15 | -0.006564 | -0.017434

UAC ] 2013 8] 6 o] 1] 8 710.0001259 | 0.0001542
A4 2014 8] 6 o] 1] 8 710.0001198 | 0.0001479

2015 8] 6 s 1] 8 7| -1.37E-05 | -1.75E-05

2016 8| 6 5] 1| 8 7] 6.207E-05 | 8.209E-05

2017 8] 6 6] 3| 11 10 -3E-05 | -4.11E-05

2018 8] 6 6] 3] 13 12 | 7.359E-05 | 8.993E-05

2019 8] 6 6] 1| 11 10 | 3.029E-05 | 3.731E-05

2020 8] 6 6] 1] 9 8 | 5.024E-05 | 6.309E-05

2021 8] 6 6] 1] 9 8| 5.71E-05| 7.373E-05
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2022 8] 6 6] 1] 8 7| -2.93E-05 | -3.81E-05

Nig Flour 2013 9] 6 o] 2f 13 11| 0.8471343 | 1.9116202

2014 9] 6 o] 2f 13 11 | 0.4018787 | 0.7400497

2015 9] 6 o] 2] 15 11 [ 1.3808589 | 2.2612571

2016 9] 6 o] 2f 14 11| 2.2199711 | 3.0874592

2017 9] 8 o] 1] 15 13 | 0.4533499 | 1.5863302

2018 9] 7 o] 1] 15 13 | -0.010306 | -0.051937

2019 9| 8 o] 1] 14 12 | -0.006348 | -0.027545

2020 9ol 38 o] 1] 14 12 [ 0.0076113 3424

2021 9o 7 o] 2f 16 13 0.009493y§250806

2022 9| 8 o] 3| 15 13 | 0.0060882.0.0282602

Internal 2013 10| 8 ol 1 10 9 | 0.¥040273 | 0.2481129
Brew 7\

2014 10| 8 o] 1] 10 3953 | 0.1868247

2015 10] 8 ol 1] 10 064514 | 0.1599645

2006 10| 9 9ol 2] 15 0.0792288 | 0.1895173

2017] 10| 6 o] 2]1 0.0230048 | 0.0745281

2018 10| 6 0 4‘% 17| -0.012461 | -0.10996

2019 10] 6 7 % 10 [ -0.076108 | -3.723444

2020 10 6 8 14 13 | -0.043157 | -0.10599

2021 10 6 @{Q’b?s 13 12 | -0.037571 | -0.130495

202 10] 6] 9N 2] 16 15 | -0.044659 | -0.18432

Nig Brew 2013 [ 11 PN 113 11| 0.17044 | 8.5984499

2014 11 %5\ 9| 2f 17 15 ]0.1215987 | 0.6936021

2015 11 [\@ ol 2| 17 15| 0.10376 | 0.2209183

2016 NS 6 8| 2] 15 14 ] 0.0772407 | 0.1712653

2017 | \ﬁ\ 6 ol 2] 13 11 | 0.0862477 | 0.1852883

2018 [ N1 5 1| 3] 17 16 | 0.049999 | 0.1166434

20004, 11 7 8] 3] 11 9] 0.0421065 | 0.0961177

] (%326' 11 6 71 3] 10 9]0.0149025 | 0.0457234

A 2021 11 5 8] 4] 12 9] 0.0262555 | 0.0736146

w2022 11 5 11| 5] 14 13 | 0.0212238 | 0.0729037

Nestle\z 2013 12| 7 o] 1] 12 10 0.2057 | 0.5483037

hd 2014 12] 6 41 2f 9 810.2096474 | 0.618694

2015 12] 6 41 2] 8 710.1991089 | 0.6245358

2016 12] 7 s 1] 10 910.0467313 [ 0.2566536

2017 12 6 4] 1] 8 710.2297192 ] 0.7514506

2018 12] 6 s 1] 8 710.1640284 | 0.5302112

2009 12] 7 5] 2 8 7] 0.1468836 | 0.6234636

20201 12] 6 s 1] 8 710.0116601 | 0.0979807

2021 12] 6 s 2] 9 8 10.0113404 | 0.1645705
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202 12] 5 51 2] 10 910.0117977 | 0.1616491
Nascon 2013 13| 4 ol 1| o 8 10.2361563 | 0.3916565
2014 13 4 ol 2 9 810.1486982 | 0.296012
2015 13 6 o] 3] 11 10 [ 0.1292217 ] 0.2970619
2016 13| 4 ol 1| o 8 10.0981652 | 0.3001637
2017 13 5 o] 4] 11 10 [ 0.1773893 | 0.4632374
2018 13 6 o] 3] 14 13 | 0.1460242 | 0.3716503
2019 13 6 ol 3| 10 9]0.0477192 | 0.1663987
2020 13 6 o] 4] 16 15[ 0.060717 5054
2021 13 6 o] 4l 17 16 0.073318&-5030652
2022 13 5 o] 4| 11 10 | 0.0984902] 02872147
CAP 2013 14| 6 41 2| 6 4] 1.0491 1.1172158
2014 14| 6 41 2f 6 4 | ;3247649 | 1.408151
2015 14 6 41 21 6 §N4158 1.1443466
2006 14| 6 41 2| 6| 406623882 0.702152
2017 14| 6 41 2f 7 4 [0.6398625 [ 0.6684134
2018 14| 6 4] 3 8% 7] 0.691195 | 0.7224589
2009 14| 6 4] 6| &) 7]0.6471895] 10.242154
2020 14| 4 5 5103127918 | 7.3887808
2021 14| 6 6| H34 8 710.2449196 | 6.463396
202 14| 6 4] 9 8 ] 0.3425833 | 7.0605742
Bua N
Coment 2013 15 5,}*2 1| 7 6| 1.0353189 | 0.1881837
2014 15 2] 1] 8 710.1215691 | 0.2030946
2015 15 \6§ 2] 1| 1 910.0700482 [ 1.1839686
2016 50N 5 1 1] 9 8 10.0625957 | 0.1090904
2017 ] \é\ 5 1 1] 8 710.1307922 | 0.2236891
2018 [ N1 5 2| 2| 12 9| 0.131302 ] 0.2076129
20004 15| 4 s 1| 7 510.1288028 | 0.1666504
] (%326' 15 5 5 1] 14 11| 0.094407 | 0.1924283
A 2021 150 s 5] 1| 8 710.1238639 | 0.2266566
v 2022 15| 5 s 1] 8 6 ]0.1156084 | 0.2457797
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