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ABSTRACT

This study focuses on the impact of corporate governance on the performance of quoted Nigeria oil and gas
firms. It was observed that the lack of corporate governance mechanism have impact on the Return of Equity
and the Return of Assets. The aim of the study was to investigate the influence of selected corporate
governance mechanisms; Board Size, Board Composition and Board Executive Committees on the
Performance of Nigeria Oil and gas firms using the proxies of Return of Equity (ROE) and Return of Assets
(ROA). Using Secondary data from Nigeria stock Exchange, 10 quoted oil and gas firms’ financial Statements
were evaluated with the aid of E-Views and regression analysis employed in analyzing the financial data. The
results show that Board Size has a negative and significant effect on ROE, indicating that larger boards may
hinder profitability due to bureaucratic inefficiencies. Board Composition (i.e., the mix of executive and non-
executive directors) shows no significant impact on either ROE or ROA. Board Executive Committees have
a positive and significant influence on ROE, highlighting the effectiveness of well-structured subcommittees
in improving shareholder returns. None of the governance variables had a significant effect on ROA,
suggesting that operational asset efficiency may be influenced more by external market factors than
governance structures. This study contributes to the growing literature on corporate governance in emerging
economies by providing sector-specific empirical evidence from the Nigerian oil and gas industry. It also
introduces firm size as a moderating variable in the governance-performance relationship, while highlighting
the differential impacts of governance variables on ROE and ROA. These insights can aid policymakers,
investors, and academics in understanding the governance structures that most effectively drive performance
in Nigeria’s energy sector.
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INTRODUCTION

1.1 Background to the Study

Corporate governance has progressively evolved, particularly in response to financial crises, corporate
scandals, and increasing demands for transparency and accountability in business operations. It encompasses
the mechanisms, practices, and processes through which companies are directed and controlled, aiming to
balance the interests of various stakeholders such as shareholders, management, customers, regulators, and

the wider community.

In Nigeria, the framework for corporate governance is anchored in several key legislations, including the
Nigerian Deposit Insurance Act (1988), the Companies and Allied Matters Act (1990), and the Banks and
Other Financial Institutions Act (1991), among others. These laws are intended to enforce ethical management

practices and ensure value creation for shareholders.

Historically, dividend payments were used not just to share profits but to signal company performance in times
of limited financial disclosure. Over time, consistent dividend payouts became crucial to maintaining investor

confidence, especially as companies transitioned from liquidating entities to ongoing concerns.

The collapse of notable firms such as Enron, WorldCom, and Oceanic Bank has spotlighted the role of poor
governance in financial failures, highlighting the need for best practices. As such, corporate governance is not

just a compliance function but a strategic framework for sustainable corporate performance.

In Nigeria’s oil and gas sector, which contributes significantly to the economy, weak governance structures
continue to pose challenges—ranging from corruption and mismanagement to lack of regulatory enforcement.
Despite increased awareness, there remains a gap in empirical studies that explore how specific governance
elements—such as board structure or executive oversight—impact performance metrics like Return on Equity
(ROE) and Return on Assets (ROA).

This study aims to address this gap by examining the relationship between governance mechanisms and
financial performance in quoted Nigerian oil and gas firms.

1.2 Statement of the Problem

Nigeria’s oil and gas sector remains the backbone of the nation’s economy, contributing substantially to
government revenues, foreign exchange earnings, and employment. However, the industry has been
persistently challenged by governance-related issues that adversely affect its performance and sustainability.
These include inadequate regulatory compliance, lack of transparency, financial mismanagement, corruption,

and insufficient board oversight.
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Corporate governance is designed to mitigate these problems by promoting transparency, accountability, and

sound decision-making. Nevertheless, many Nigerian oil and gas firms continue to operate under weak
governance frameworks. This has led to inefficient resource allocation, reduced profitability, environmental

lapses, and declining investor trust.

Moreover, enforcement of corporate governance codes remains weak, allowing unethical practices to flourish.
Despite increasing global focus on good governance, limited empirical research exists that connects specific
governance practices—Ilike board composition, ownership structure, and compliance—with firm performance

metrics such as profitability and market valuation within Nigeria’s oil and gas sector.

This study seeks to fill this void by evaluating how governance structures influence financial performance. It
investigates key governance variables that drive or hinder financial outcomes, aiming to generate insights that
support better policy, investor decisions, and executive practices. Ultimately, the study underscores how lapses
in governance—Ilike those that led to collapses in banks such as Oceanic and Intercontinental—reflect deeper

agency problems and the erosion of stakeholder trust.
1.3 Purpose of the Study

The primary aim of this research is to assess the impact of corporate governance on the financial performance

of listed oil and gas firms in Nigeria. The specific objectives are:

1. To evaluate the relationship between board size and return on equity (ROE).
2. To determine the effect of board composition on ROE.

3. To assess the influence of the executive committee on ROE.

4. To examine how board size impacts return on assets (ROA).

5. To analyze the relationship between board composition and ROA.

6. To investigate the effect of the executive committee on ROA.

7. To explore the moderating role of firm size in the relationship between corporate governance and

financial performance.
1.4 Research Questions
To achieve these objectives, the study seeks to answer the following questions:

1. How does board size affect ROE of quoted Nigerian oil and gas firms?
2. What is the impact of board composition on ROE?

3. How does the executive committee influence ROE?
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4. What is the relationship between board size and ROA?

5. How does board composition affect ROA?
6. What role does the executive committee play in influencing ROA?

7. Does firm size moderate the relationship between governance mechanisms and financial performance?

1.5 Research Hypotheses

The following null hypotheses are proposed:

o Hoi: Board size has no significant relationship with ROE.

e Hoz2: Board composition has no significant relationship with ROE.

e Hos: Executive committee structure does not significantly affect ROE.

e Hos: Board size has no significant impact on ROA.

e Hos: Board composition does not significantly affect ROA.

o Hos: Executive committee structure does not significantly influence ROA.

e Ho7: Firm size does not significantly moderate the relationship between corporate governance and

financial performance.

1.6 Significance of the Study

This research is valuable to several key stakeholders. For investors, it offers insights into how governance
practices influence firm value and performance, aiding informed investment decisions. For regulatory
bodies—such as the Nigerian Upstream Petroleum Regulatory Commission (NUPRC), the Nigerian
Midstream and Downstream Petroleum Regulatory Authority (NMDPRA), and others—it provides a

foundation for crafting policies that promote ethical and effective governance.

Corporate executives and managers will benefit from strategic recommendations that improve financial
management, policy formation, and operational efficiency. Finally, this study contributes to the academic
literature on corporate governance, especially within the Nigerian oil and gas context, by offering empirical

evidence and a contextualized analysis of governance-performance linkages.

1.7 Scope of the Study

The study focuses exclusively on oil and gas firms listed on the Nigerian Stock Exchange between 2018 and
2023. It investigates how board size, board composition, and executive committees affect the financial
performance—measured by ROE and ROA—of these companies. While other governance variables exist, this

study narrows its focus to these core dimensions due to their central role in board oversight.
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1.8 Limitations of the Study

The scope of the study is limited to quoted oil and gas firms with complete financial statements for the years
2018-2023. Out of all oil and gas companies operating in Nigeria, only ten listed on the Nigerian Stock
Exchange are considered. Firms that did not have consistent reporting during the study period are excluded.

Moreover, the study does not encompass unlisted firms or other sub-sectors of the petroleum industry.
LITERATURE REVIEW

2.1 Conceptual Framework

The conceptual framework of this study illustrates the relationship between corporate governance variables—
specifically board size, board composition, and executive board committees—and financial performance
indicators such as Return on Equity (ROE) and Return on Assets (ROA). It also incorporates company size as
a control variable to assess its moderating influence.

This framework is grounded in existing literature and reflects how governance structures potentially affect a
firm’s financial outcomes. By connecting key governance mechanisms to financial metrics, the framework

provides a visual and theoretical guide for analyzing these interactions in Nigeria’s oil and gas sector. . (Figure
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Source: (Michel et al., 2013; Ogbu et al., 2013; Makau & Deya, 2019; Sichaam et al., 2024; Rantari &
Moronge (2012), Na Gee & Gica, 2015)
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Figure 2.1: Conceptual Framework of Corporate Governance and Performance of Quoted Nigeria Oil

and Gas Firms. Empirical Survey of Firms in the Nigeria Stock Exchange (NSE)

2.1.1 Corporate Governance
Corporate governance is a multifaceted and interdisciplinary concept that encompasses structures, systems,
and processes that guide and regulate corporate behavior. It has been defined by Coleman and Nicholas-Biekpe
(2006) as the relationship between a company and its shareholders, and in a broader context, its relationship
with society at large.
Mayer (1999) presents governance as the aggregation of practices and information flows used to direct and
oversee organizational management. Similarly, the OECD (1999) defines it as the framework through which
companies are directed and controlled, specifying roles and responsibilities among stakeholders, including the
board, shareholders, and management.
Two main perspectives dominate the discussion:

e A narrow perspective, which views governance as the mechanism by which shareholders ensure that

management acts in their interest (Arun & Turner, 2002).
e A Dbroader perspective, which includes all providers of finance and emphasizes protections against
capital expropriation (Shleifer & Vishny, 1997; Vives, 2000).

In financial institutions, especially banks, the broader view is more applicable due to their complex contractual
relationships with depositors and other stakeholders (Macey & O’Hara, 2001). Thus, governance in this sector
requires a robust framework encompassing transparency, ethical conduct, and fiduciary responsibility.
2.1.2 Board Size
Board size refers to the total number of directors—including executive and non-executive members—serving
on a company’s board (Fama & Jensen, 2013). The literature presents mixed findings on how board size
impacts firm performance.
Some researchers argue that larger boards bring diversity of skills, knowledge, and external linkages, thereby
enhancing oversight and strategic decision-making (Donaldson & Preston, 2011; Andre & Vallelado, 2008).
On the other hand, studies by Lam and Lee (2008) and Moscu (2013) suggest that board size alone is less
important than the quality and functionality of the board.
An excessively large board may hinder decision-making efficiency due to coordination challenges, while a
board that is too small might lack diversity and resources. Therefore, optimal board size is context-dependent
and should balance inclusiveness with efficiency.
2.1.3 Board Composition
Board composition concerns the structure and balance of internal and external (independent) directors on the
board. According to the Committee on Corporate Governance (1999), a well-structured board enhances
decision-making, oversight, and independence.
Empirical studies vary in their findings. Gompers et al. (2003) argue that larger boards are negatively
associated with firm performance due to increased communication barriers. Conversely, Anderson et al.
(2004) and Capiro & Levine (2002) suggest that a balanced mix of insiders and outsiders—particularly with

relevant industry expertise—can foster sound governance and improve performance.
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While independent directors are considered key to promoting accountability, their effectiveness can be

compromised by conflicts of interest, limited information access, or lack of industry knowledge.

2.1.4 Executive Board Committees

Executive Board Committees (EBCs) play a critical role in shaping board dynamics and enhancing governance
oversight. Independence within these committees is particularly important, as it determines their ability to
make unbiased decisions and monitor management effectively (Black, 2001).

Agency theory supports the inclusion of independent directors to mitigate the principal-agent problem
(McColgan, 2011). However, empirical evidence is mixed—some studies question the true independence of
board members due to hidden relationships or affiliations with executives (Morck & Stezer, 2011).

Despite these concerns, independent executive committees remain vital for ensuring checks and balances,
especially when they are composed of individuals without vested interests in the company’s internal

management.

2.1.5 Chief Executive Officer (CEO) Duality
CEO duality refers to the situation where the roles of the Chief Executive Officer and the Board Chairman are
held by the same individual. This practice is controversial and is debated under two competing theories:
o Agency Theory opposes duality, arguing it consolidates too much power and hinders board oversight,
which may lead to managerial abuse or misaligned objectives.
o Stewardship Theory, on the other hand, supports duality, suggesting that unity in leadership fosters
efficiency and strategic alignment.
Various corporate governance codes—including the Cadbury Report (1992)—recommend separation
of these roles to promote accountability. While CEO duality may offer operational benefits, it also

presents a risk of weakened oversight and increased agency costs.

2.1.6 Financial Performance
Financial performance refers to a firm’s ability to generate returns from its assets and equity over a defined
period. It serves as a critical indicator of operational efficiency, profitability, and the effective use of resources.
Common measures include:

e Return on Equity (ROE) — Gauges the return on shareholders’ investment.

e Return on Assets (ROA) — Reflects the efficiency in utilizing assets to generate income.

e Return on Investment (ROI) and Return on Capital Employed (ROCE) — Additional measures

used to evaluate profitability relative to capital employed.

These indicators are widely used in corporate governance research as benchmarks for assessing the
effectiveness of governance structures (Chagbadari, 2011; Ilemobayo et al., 2020). While financial measures
are crucial, they may not capture the full spectrum of a firm’s performance, making it essential to interpret

them alongside qualitative indicators.
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2.2 Theoretical Review

2.2.1 Institutional Theory

Institutional theory explores how organizational structures and behaviors are shaped by prevailing societal
norms, legal systems, and cultural expectations. It suggests that formal and informal institutions—such as
legal frameworks, regulatory bodies, and cultural values—play a crucial role in guiding corporate behavior
(North, 1990).

In emerging economies like Nigeria, the absence of robust institutional frameworks—referred to as
“institutional voids”—often creates challenges for businesses, including limited access to finance,
underdeveloped labor markets, and weak regulatory enforcement (Khanna & Palepu, 2000). These gaps
present opportunities for firms with strong internal capabilities to act as substitutes for missing market
intermediaries.

The theory also posits that firms conform to institutional pressures not necessarily to increase efficiency but
to gain legitimacy. Consequently, companies may adopt governance practices more for compliance and
reputational reasons than for genuine performance enhancement. This is especially true in developing
countries, where regulatory enforcement is inconsistent and political influences shape corporate decisions.

In the Nigerian context, institutional theory implies that oil and gas firms often respond to both formal
regulations and informal expectations from stakeholders, which may affect their governance structures and

financial strategies.

2.2.2 Agency Theory

Agency theory is the most widely referenced framework in corporate governance literature. It centers on the
relationship between principals (owners or shareholders) and agents (managers), emphasizing potential
conflicts of interest that arise when control is separated from ownership (Jensen & Meckling, 1976).

The theory assumes that managers are inherently self-interested and may act in ways that do not align with
shareholder objectives unless proper monitoring mechanisms or incentives are in place. These divergences
can lead to agency costs—expenses incurred to monitor or align managerial behavior with the interests of
owners.

Agency theory has two main strands:

« The principal-agent model, which is more abstract and mathematical.
« The positivist approach, which focuses on identifying specific conditions under which agency conflicts
are most likely and how they can be mitigated.
Mechanisms such as increased ownership concentration, independent boards, performance-based
compensation, and debt financing are proposed solutions to agency problems.
In Nigeria, agency theory is particularly relevant due to weak shareholder monitoring, political interference,

and opaque governance structures, all of which exacerbate agency conflicts in oil and gas firms.
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2.2.3 Stakeholder Theory

Stakeholder theory extends beyond the principal-agent relationship by recognizing that multiple parties—

including employees, regulators, customers, and communities—have a legitimate stake in corporate outcomes
(Freeman, 1984).

It argues that organizations must manage relationships and responsibilities across a broader spectrum of
stakeholders to achieve long-term sustainability. In this framework, the interests of shareholders are not the
sole priority; instead, firms are expected to balance competing demands in a socially responsible way.
Governments, as powerful stakeholders, can significantly influence corporate behavior through regulations,
subsidies, or appointments to company boards (Murtha & Lenway, 1994). In developing economies like
Nigeria, this influence is even more pronounced, often shaping firm-level strategies and governance practices.
Stakeholder theory is applicable in this study as it underlines the complexity of governance in the oil and gas

sector, where regulatory, social, and environmental expectations intersect with financial objectives.

2.3 Empirical Review

Numerous empirical studies have examined the relationship between corporate governance and firm
performance, producing mixed results due to variations in industry, geography, and methodological
approaches.

o Okoye and Ugwu (2021) investigated governance factors in Nigerian manufacturing firms and found
that board size negatively and significantly influenced net profit margin. They emphasized that optimal
board size should be context-specific rather than standardized.

e Haman, Josephine, and Saheed (2024) analyzed agricultural firms and observed that board size, audit
committee independence, and board independence all had significant positive impacts on profitability,
reinforcing the importance of board oversight in governance.

o Eke, Akpanuko, and Umoffong (2019) studied oil and gas firms in Nigeria and concluded that board
independence and audit committee characteristics moderately influenced profitability, with a total
governance impact of 52.3% on performance.

o Solanke et al. (2022) reviewed multinational firms and found that board size and ownership structure
had notable effects on profitability, though other variables had mixed outcomes.

o Adekunle and Aghedo (2014) found positive relationships between board size, board composition, and
firm performance, but CEO status and ownership concentration had inconsistent effects.

e Udeh, Abiahu, and Tambou (2017) focused on the Nigerian banking sector and found that board
composition had a negative but insignificant impact on Return on Capital Employed (ROCE),
highlighting the need for effective governance tailored to regulatory guidelines.

e Adu (2023) established a significant positive relationship between foreign board representation and
financial performance (ROE and ROA), suggesting that global governance standards may improve
local firm outcomes.

« Folorunsho (2011), in a study on cement firms, found board composition and managerial shareholding

significantly improved profitability, while board size had no significant effect.
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« Kalu (2016) analyzed food and beverage companies and reported that board size positively influenced

ROE, while board composition had a negative association. Gender diversity was positively linked to
performance.

« Sotonye and Ene (2024) found that board size and audit committee independence positively affected
performance in listed manufacturing firms.

e Omotola and Oluwatayo (2024) observed significant positive relationships between board size and
performance, but ownership structure showed a negative, insignificant impact.

e Wajdi and Anis (2023) conducted a sectoral study in the UK and concluded that good corporate
governance improves ROE, suggesting that sectoral and country-specific dynamics influence the
governance-performance relationship.

o Akamiokhor and Okologume (2022) found that board meetings were significantly related to financial
performance in Nigerian manufacturing firms, while other board attributes were not.

e Ahmad, Dea, and Mohammad (2019), in a study on real estate firms, confirmed that board structure
and audit committees positively affected profitability, while the board of commissioners had no
significant influence.

« Malik, Najamuddin, and Mursalim (2023) examined Indonesian mining companies and revealed that

while good governance positively impacted firm value, its effect on market reactions was less direct.

2.4 Literature Gap
Despite the abundance of research on corporate governance, significant gaps remain—particularly regarding
its practical impact on financial performance in Nigeria’s oil and gas sector.
Many foundational studies in the governance field (e.g., Soludo, 2004; SEC Survey, 2004) have pointed out
that weak governance structures are a major contributor to corporate failure. These weaknesses are often
reflected in poor internal controls, lack of accountability, excessive risk-taking, and managerial misconduct.
Unfortunately, these issues continue to plague several Nigerian firms.
While some prior studies have explored the general relationship between governance and corporate
performance, most tend to focus on banking, manufacturing, or multinational firms, leaving a relative void in
sector-specific studies of the oil and gas industry. Furthermore, few studies disaggregate performance using
multiple variables such as Return on Equity (ROE) and Return on Assets (ROA) in relation to individual
governance elements like board size, board composition, and executive committees.
Moreover, the influence of moderating variables such as firm size—which could significantly alter the
governance-performance dynamic—is rarely examined in existing literature.
Therefore, this study aims to fill these research gaps by:

e Focusing specifically on quoted Nigerian oil and gas firms.

« Analyzing how individual governance mechanisms influence both ROE and ROA.

« Introducing firm size as a moderating variable to explore its interaction with governance structures.
This approach intends to provide more precise and context-relevant insights for scholars, regulators, and

practitioners alike.
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METHODOLOGY

3.1 Research Design

This study employs an ex-post facto research design, which is appropriate for examining cause-effect
relationships where the variables of interest cannot be manipulated by the researcher. This design is commonly
used in financial and governance studies, particularly when relying on historical data to analyze existing

trends.

As defined by Avwokeni (2004), a research design is a structured plan outlining how research questions will
be answered. This study’s design is aimed at identifying the influence of corporate governance variables
(independent) on financial performance indicators (dependent) using secondary financial data from quoted

firms.

3.2 Population of the Study

The population includes all ten (10) oil and gas firms quoted on the Nigerian Stock Exchange (NSE) as of the
study period (2018-2023). These firms were selected due to their availability of consistent and verifiable
financial data submitted to the NSE.

3.3 Sample Size and Sampling Technique

The sample size consists of all 10 quoted Nigerian oil and gas firms, thus representing a census of the
population. A census sampling method is appropriate here given the small size of the target group and the

need for comprehensive insights.

Sample Firms:

Oando Plc

MRS Plc

Conoil Plc

Forte Oil Plc

Total Plc

Mobil Oil Nig. Plc

Eterna Oil & Gas Plc

Capital Oil Plc

Rak Unity Petroleum Plc

10. Ja Paul Oil & Maritime Services Plc

© © N o g Bk~ w0 DN P

Source: Nigeria Exchange Group Reports (2024)
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3.4 Data Collection Method

This study relies exclusively on secondary data derived from the audited annual financial reports of the
selected firms between 2018 and 2023. These reports were obtained from the Nigeria Exchange Group and

serve as credible sources of performance and governance indicators.

3.5 Data Analysis Technique
The data is analyzed using panel data regression techniques, including:
o Pooled Ordinary Least Squares (OLS),
o Fixed Effects Model (FEM),
e Random Effects Model (REM), and
e The Hausman Test (for model selection).
The analysis is conducted using statistical software (e.g., EViews), with the following test statistics applied:
o T-statistic: Tests individual variable significance.
o F-statistic: Assesses overall model significance.
« Durbin-Watson Statistic: Detects autocorrelation in residuals.

e Adjusted R-squared: Measures model explanatory power.
3.6 Model Specification

To examine the effect of corporate governance on firm performance, the following functional models are

specified:

Model 1 (ROE):

ROE=f(BS,BC,BEC)ROE = f(BS, BC, BEC)ROE=f(BS,BC,BEC)

Model 2 (ROA):

ROA=f(BS,BC,BEC)ROA = f(BS, BC, BEC)ROA=f(BS,BC,BEC)

Model 3 (Moderating Effect):

CGFP=f(FSx(BS,BC,BEC))CGFP = f(FS \times (BS, BC, BEC))CGFP=f(FSx(BS,BC,BEC))
Where:

e ROE = Return on Equity

e ROA = Return on Assets

« BS=Board Size

« BC =Board Composition

o BEC = Board Executive Committee

e FS=Firm Size
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e CGFP = Corporate Governance and Financial Performance

e p=Errorterm

These models are estimated using pooled, fixed, and random effect regressions. The Hausman test is employed

to determine the most suitable model for interpretation.
3.7 A-priori Expectations

It is theoretically expected that improvements in corporate governance (i.e., increased board independence,
optimal board size, and active executive committees) will have a positive influence on financial performance
(ROE and ROA). This is consistent with agency theory, which emphasizes monitoring and alignment of

interests to enhance firm value.
DATA PRESENTATION, ANALYSIS, AND DISCUSSION OF FINDINGS
4.1 Data Analysis Overview

This chapter presents the analysis of data collected from the financial reports of the ten selected quoted oil
and gas firms in Nigeria. The goal is to assess the relationship between corporate governance variables and
financial performance using panel data regression models—namely, Pooled OLS, Fixed Effects, and Random

Effects models. The Hausman test is also employed to determine the most appropriate model for interpretation.

The dependent variables analyzed are Return on Equity (ROE) and Return on Assets (ROA), while the
independent variables include Board Size (BS), Board Composition (BC), and Board Executive Committee

(BEC). Firm size serves as a moderating variable.

4.2 Presentation of Results

Table 4.1 Regression Results on Corporate Governance and Return on Equity
Variable Coefficient  Std. Error t-Statistic Prob.

Pooled Effect Regression Model Results

BS 0.304688 0.661063 0.646246 0.5286
BC 0.910665 0.568839 0.595336 0.5611
BEC 0.640718 0.284184 0.738476 0.4724

C -0.248448 0.899957 -0.211603 0.8355
R-squared 0.019053 Mean dependent var 1.685574
Adjusted R-squared 0.001069 S.D. dependent var 0.094685
S.E. of regression 0.094735 Akaike info criterion -1.850774
Sum squared resid 1.750089 Schwarz criterion -1.768316
Log likelihood 190.0774 Hannan-Quinn criter. -1.817404
F-statistic 0.946863 Durbin-Watson stat 1.872011
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Prob(F-statistic)

Fixed Effect Regression Model Results

BS
BC
BEC

0.437985

2.060736 0.828602 2.487004
0.058379 0.511910 -3.114041
0.366310 0.348057 -1.052442
0.077718 0.301728 0.257578

Effects Specification

Cross-section fixed (dummy variables)

R-squared

Adjusted R-squared

S.E. of regression
Sum squared resid
Log likelihood
F-statistic
Prob(F-statistic)

Random Effect Regression Model Results

BS
BC
BEC

Cross-section random

Idiosyncratic random

0.685023 Mean dependent var
0.534548 S.D. dependent var
0.096307 Akaike info criterion
1.632393 Schwarz criterion
197.0393 Hannan-Quinn criter.
5.711064 Durbin-Watson stat
0.000535
-2.086553 0.171563 -2.403467
0.203191 0.530770 0.044847
1.587979 0.417965 3.464598
-2.086553 0.171563 -0.403467
Effects Specification

S.D.

0.000000

0.096307

Weighted Statistics

R-squared

Adjusted R-squared

S.E. of regression
F-statistic
Prob(F-statistic)

R-squared

Sum squared resid

0.819053
0.701069
0.094735
7.946863
0.000000

Mean dependent var
S.D. dependent var
Sum squared resid
Durbin-Watson stat

Unweighted Statistics

0.519053
1.750089

Mean dependent var
Durbin-Watson stat

Correlated Random Effects - Hausman Test

Test Summary

Cross-section random

Chi-Sq. Statistic Chi-Sq. d.f.
0.919565 4

0.0138
0.0093
0.2940
0.7970

1.685574
0.094685
-1.730393
-1.334595
-1.570220
1.972286

0.0000
0.3345
0.0000
0.0000

Rho
0.0000
1.0000

1.685574
0.094685
1.750089
1.872011

1.685574

1.872011

Prob.
0.9217

Source: E-Views output
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Following the various methods of panel data analysis, the question of which is the most appropriate or suitable

methods arises. Therefore, some means of selecting the most suitable method among the different approaches
especially between the fixed effect model (FEM) and random effect model (REM) is needed. But when such
a correlation exists, the Fixed Effects Model would be more suitable because the random effect model would
be inconsistently estimated. From the table above the probability of the Hausman test is greater than 0.05,
therefore, the study adopt the random effect model.
Analysis of Results
Based on the validity of the random effect regression model results, the results analyses are as follows:
F-Test: The F-calculated value is 7.272808 from the fixed regression results while the P-value of F-statistic
are 0.000000 at 5% level of significance, considering the P-value, the chosen level of significance o =0.05
[5%] is less than the P-value of F-statistic. It is concluded that the regression model is statistically significant.
This means that the joint influence of the explanatory variables on the dependent variable is statistically
significant.
Coefficient of Multiple Determinations (R?): The computed coefficient of multiple determinations of
0.701069 from the random effect shows that 70.1 percent of the total variations in the return on equity are
accounted for, by the explanatory variables while the remainder is attributed to variable that is influenced by
other factors not included in the regression model.
Durbin Watson statistics (DW): The computed DW is 1.872011 from the fixed results; show that at 5% level
of significance with two explanatory variables and 20 observations. The value of computed DW is greater
than the lower limit. Therefore, there is no evidence of positive first order serial correlation.
Regression Coefficient and T-Statistics: The t-statistics shows that board size have negative and significant
effect; board composition have positive no significant effect on return on equity while board executive
committee have positive and significant effect on the return on equity of the quoted Nigeria oil and gas firms
within the time scope of the study.
Model Comparison Summary
e Pooled OLS Model
Shows that none of the governance variables are statistically significant in predicting ROE. R-squared
is 0.019, indicating very weak explanatory power.
o Fixed Effects Model
Reveals a statistically significant positive relationship between board size and ROE (p = 0.0138), and
a negative but significant relationship between board composition and ROE (p = 0.0093). The
executive committee variable is not significant (p = 0.2940).
R-squared: 0.685
Adjusted R-squared: 0.535
e Random Effects Model
Shows significant positive impact of board executive committee (p = 0.0000) and negative impact of
board size (p = 0.0000). The board composition variable remains insignificant.
R-squared: 0.819

Adjusted R-squared: 0.701
TIJERTHE3058 | TIJER — INTERNATIONAL RESEARCH JOURNAL www tijer.org | 841




TIJER || ISSN 2349-9249 || © April 2025, Volume 12, Issue 4 || www.tijer.org

Model Selection: Hausman Test

The Hausman test yields a p-value of 0.9217 (>0.05), suggesting no significant difference between the fixed

and random effects estimators. Hence, the Random Effects Model is preferred for interpretation.

4.3 Interpretation: ROE Model

« Board Size (BS) has a negative and significant effect on ROE. Larger boards may lead to inefficiencies

in decision-making, reducing firm profitability.

« Board Composition (BC) shows no significant effect, suggesting that the ratio of executive to non-

executive directors may not independently drive equity performance.

o Board Executive Committee (BEC) has a positive and significant effect on ROE, highlighting the

importance of active and independent sub-committees in enhancing performance.

The overall model is statistically significant (F = 7.95, p < 0.01) and explains 70.1% of the variation in ROE

(Adjusted R2 = 0.701), indicating a strong relationship between the selected governance variables and firm

equity performance.

4.4 Presentations of Results

Table 4.2 Regression Results on Corporate Governance and Return on Assets

Variable Coefficient Std. Error t-Statistic Prob.
Pooled Effect Regression Model Results

BS -0.066018 0.658698 -0.100224 0.9203
BC 0.139383 0.301677 0.462026 0.6446
BEC -0.053734 0.049165 -1.092926 0.2758
C 1.455004 1.007024 1.444855 0.1501
R-squared 0.109148 Mean dependent var 1.688547
Adjusted R-squared 0.011177 S.D. dependent var 0.300651
S.E. of regression 0.302327 Akaike info criterion 0.470064
Sum squared resid 17.82327 Schwarz criterion 0.552522
Log likelihood -42.00644  Hannan-Quinn criter. 0.503434
F-statistic 0.450103 Durbin-Watson stat 0.925463
Prob(F-statistic) 0.772243

Fixed Effect Regression Model Results

BS 0.033452 0.088532 0.377851 0.7084
BC 0.055149 0.043788 1.259462 0.2183
BEC -0.066137 0.189941 -0.348201 0.7303
C -0.923326 0.182855 -5.049503 0.0000

Effects Specification

Cross-section fixed (dummy variables)
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R-squared 0.487291 Mean dependent var 1.688547
Adjusted R-squared 0.420289 S.D. dependent var 0.300651
S.E. of regression 0.228912 Akaike info criterion 0.001208
Sum squared resid 9.222522 Schwarz criterion 0.397006
Log likelihood 23.87918 Hannan-Quinn criter. 0.161382
F-statistic 7.272808 Durbin-Watson stat 1.772702
Prob(F-statistic) 0.000000

Random Effect Regression Model Results

BS -2.879845 0.500662 -5.752073 0.0000
BC 1.494298 0.416476 3.587955 0.0012
BEC 1.108830 0.322446 3.438804 0.2199

C 1.613383 0.185657 1.639203 0.1104

Effects Specification
S.D. Rho
0.215905 0.4708
0.228912 0.5292

Cross-section random
Idiosyncratic random
Weighted Statistics

R-squared 0.715897 Mean dependent var 0.536769
Adjusted R-squared 0.604290 S.D. dependent var 0.227243
S.E. of regression 0.227730  Sum squared resid 10.11290
F-statistic 7.787496 Durbin-Watson stat 1.599158
Prob(F-statistic) 0.000000
Unweighted Statistics

R-squared 0.500158 Mean dependent var 1.688547
Sum squared resid 17.99067 Durbin-Watson stat 0.917476

Correlated Random Effects - Hausman Test
Chi-Sq. StatisticChi-Sq. d.f.  Prob.
1.991674 4 0.7373

Test Summary

Cross-section random

Source: E-Views output

From the table above the probability of the Hausman test is greater than 0.05, therefore, the study adopt the
random effect model.

Analysis of Results

Based on the validity of the random effect regression model results, the results analyses are as follows:
F-Test: The F-calculated value is 7.787496 from the random regression results while the P-value of F-statistic
are 0.000000 at 5% level of significance, considering the P-value, the chosen level of significance o =0.05
[5%] is less than the P-value of F-statistic. It is concluded that the regression model is statistically significant
in explaining the relationship between corporate governance and return on assets of the quoted Nigeria oil and
gas firms. This means that the joint influence of the explanatory variables on the dependent variable is

statistically significant.
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Coefficient of Multiple Determinations (R?): The computed coefficient of multiple determinations of

0.604290 from the random effect shows that 60.4 percent of the total variations in the return on assets of the
quoted Nigeria oil and gas firms are accounted for by the explanatory variables (corporate governance) while
the remainder is attributed to variable that is influenced by other factors not included in the regression model.
Durbin Watson statistics (DW): The computed DW is 1.599158 from the random effect results; show that
at 5% level of significance with two explanatory variables and 70 observations. The value of computed DW
is greater than the lower limit. Therefore, there is no evidence of positive first order serial correlation.
Regression Coefficient and T-Statistics: The t-statistics shows that board size have negative and significant
effect, board composition have positive and significant effect on return on assets while board executive
committee have positive but no significant effect on return on assets of the quoted Nigeria oil and gas firms
within the time scope of the study.
Model Summary
e Pooled OLS Model
R-squared is low (0.109), with all variables statistically insignificant.
« Fixed Effects Model
Again, all variables (BS, BC, and BEC) are statistically insignificant.
R-squared: 0.487
Adjusted R-squared: 0.420
« Random Effects Model
Similar to the fixed model; all governance variables show no significant relationship with ROA.
4.5 Interpretation: ROA Model
None of the governance variables (BS, BC, BEC) show statistically significant influence on Return on Assets.
This may suggest that while governance mechanisms influence shareholder returns (ROE), they may not
directly impact asset efficiency (ROA) within this sector over the period studied.
The Adjusted R? values from both models (= 42%) indicate moderate explanatory power, but the
insignificance of the independent variables points to the potential influence of external factors or firm-specific
dynamics not captured in the current model.

Table 4.3 Regression Results on Moderating Impact of Firm Size

Variable Coefficient Std. Error t-Statistic Prob.
Pooled Effect Regression Model Results

FS 0.033261 0.157348 0.211386 0.8338

C -5.396199 3.064868 -1.760663 0.0873
R-squared 0.587746 Mean dependent var -0.247273
Adjusted R-squared 0.478620 S.D. dependent var 113.5442
S.E. of regression  81.98643 Akaike info criterion 11.84770
Sum squared resid  228540.3 Schwarz criterion 12.25320
Log likelihood -250.6494 Hannan-Quinn criter. 11.99808

Durbin-Watson stat 1.899996
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Fixed Effect Regression Model Results

FS -0.014903 0.023318 -0.639105 0.5324
C 0.309437 0.353731 3.874782 0.0005
Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.996236 Mean dependent var 17.72295
Adjusted R-squared 0.989209 S.D. dependent var 79.38627
S.E. of regression  8.246750 Akaike info criterion 7.299558
Sum squared resid  1020.133 Schwarz criterion 8.475501
Log likelihood -131.5903 Hannan-Quinn criter. 7.735654
F-statistic 141.7743 Durbin-Watson stat 3.826087

Prob(F-statistic) 0.000000
Random Effect Regression Model Results

FS 0.078303 0.016125 4.855875 0.0000
C -2.385789 0.236518 -10.08715 0.0000
Effects Specification
S.D. Rho
Cross-section random 0.000000 0.0000
Idiosyncratic random 8.246750 1.0000
Weighted Statistics
R-squared 0.140538 Mean dependent var 17.72295
Adjusted R-squared -0.026580 S.D. dependent var 79.38627
S.E. of regression  80.43439 Sum squared resid 232908.9
F-statistic 0.840951 Durbin-Watson stat 1.888428

Prob(F-statistic) 0.561083
Unweighted Statistics

R-squared 0.140538 Mean dependent var 17.72295
Sum squared resid  232908.9 Durbin-Watson stat 1.888428
Correlated Random Effects - Hausman Test

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.
Cross-section random 34.056873 7 0.0000

Source: E-Views output

From the table above the probability of the Hausman test is greater than 0.05, therefore, the study adopt the
fixed effect model.

Analysis of Results

Based on the validity of the random effect regression model results, the results analyses are as follows:
F-Test: The F-calculated value is 141.7743 from the random regression results while the P-value of F-statistic

are 0.000000 at 5% level of significance, considering the P-value, the chosen level of significance o =0.05
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[5%0] is less than the P-value of F-statistic. It is concluded that the regression model is statistically significant

in explaining the relationship between firm size, corporate government and financial performance. This means
that the joint influence of the explanatory variables on the dependent variable is statistically significant.
Coefficient of Multiple Determinations (R?): The computed coefficient of multiple determinations of
0.989209 from the fixed effect shows that 98.9 percent of the total variations in the corporate governance and
financial performance of the quoted firms are accounted for by firm size while the remainder is attributed to
variable that is influenced by other factors not included in the regression model.

Durbin Watson statistics (DW): The computed DW is 3.826087 from the fixed effect results; show that at
5% level of significance with two explanatory variables and 70 observations. The value of computed DW is
greater than the lower limit. Therefore, there is no evidence of positive first order serial correlation.
Regression Coefficient and T-Statistics: The t-statistics shows firm size has negative moderating effect on
corporate governance and financial performance of the quoted oil and gas firms.

Test of Hypotheses

Hoz1: There is no significant relationship between board size and return on equity of quoted Nigeria oil and gas

firms.

The computed probability value of 0.0000 is less than the critical value of 0.05; the research therefore reject
the null hypothesis and concludes that there is significant relationship between board size and return on equity
of quoted Nigeria oil and gas firms.

Hoz2: There is no significant relationship between board composition return on equity of quoted Nigeria oil

and gas firms.

The computed probability value of 0.3345 is higher than the critical value of 0.05; the research therefore
accept the null hypothesis and concludes that there is no significant relationship between board composition

and return on equity of quoted Nigeria oil and gas firms.

Hos: There is no significant relationship between board executive committee and return on equity of quoted

Nigeria oil and gas firms.

The computed probability value of 0.0000 is less than the critical value of 0.05; the research therefore reject
the null hypothesis and concludes that there is no significant relationship between board executive committee

and return on equity of quoted Nigeria oil and gas firms.

Hos: There is no significant relationship between board size and return on assets of quoted Nigeria oil and gas

firms.

The computed probability value of 0.7084 is greater than the critical value of 0.05; the research therefore
accept the null hypothesis and concludes that there is no significant relationship between board size and return

on assets of quoted Nigeria oil and gas firms.

Hos: There is no significant relationship between board composition and return on assets of quoted Nigeria oil

and gas firms.
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The computed probability value of 0.2183 is greater than the critical value of 0.05; the research therefore

accept the null hypothesis and concludes that there is no significant relationship between board composition

and return on assets of quoted Nigeria oil and gas firms.

Hos: There is no significant relationship between board executive committee and return on assets of quoted
Nigeria oil and gas firms.

The computed probability value of 0.7303 is greater than the critical value of 0.05; the research therefore
accept the null hypothesis and concludes that there is no significant relationship between board executive

committee and return on assets of quoted Nigeria oil and gas firms.

Hoz: There is no significant moderating relationship between firm size, corporate governance and financial

performance return on assets of quoted Nigeria oil and gas firms.

The computed probability value of 0.5324 is greater than the critical value of 0.05; the research therefore
accept the null hypothesis and concludes that there is no significant moderating relationship between firm size,

corporate governance and financial performance return on assets of quoted Nigeria oil and gas firms.

Discussion of Findings

The estimated model one of the study found that 70.1 percent of the total variations in the return on equity are
accounted for, by the explanatory variables while the remainder is attributed to variable that is influenced by
other factors not included in the regression model. Regression Coefficient and probability value found that
board size have negative and significant effect on return on equity, board composition have positive but no
significant effect while board executive committee have positive and significant effect on return on equity
of the quoted Nigeria oil and gas firms within the time scope of the study. The effect of corporate governance
on the return on equity of the quoted Nigeria oil and gas firms confirm the expectations of the study and in
line with agency theory. The positive effect of the variables confirm the findings of Jegede, Akinlabi and
Soyebo (2013) that board size is statistically significant to Nigeria oil and gas performance while oil and gas

firms age and board committee have negative effect on their performance

The overall test of statistical significance showed that board composition have significant impact on capital
structure in Nigeria and Onakoya, Ofoegbu and Fasanya (2012) found that lack of good corporate governance
has resulted in the lack of confidence by investors which has negatively impacted the performance of the
Nigeria oil and gas firms. the findings further confirm the findings of Asikhia, et al (2023) that Corporate
Governance had no significant effect on return on assets (Adj.R?>= 0.009; F = 0.505; p > 0.05), Egiyi (2022)
that corporate governance metrics (such as board size, executive board committee, firms size, and board
compositions) have a significant impact on a company's profitability and the findings of Adeoye (2023) that
Nigerian firms’ have large concentration of ownership therefore preferential treatment to large shareholders
has influence on the rules and laws of corporate governance practices and thus recommend for the need for
general reform of corporate governance of firms in Nigeria by the issue of only one corporate governance

code of best practices for each industry which should follow international standard, that Nigeria should have
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financial reporting council in order to have more regulatory and supervisory bodies on corporate governance

practices for oil and gas firms.

The estimated model two found that 60.4 percent of the total variations in the return on assets of the quoted
Nigeria oil and gas firms are accounted for by the explanatory variables (corporate governance) while the
remainder is attributed to variable that is influenced by other factors not included in the regression model.
Regression Coefficient and probability coefficient of the variables found that board size have positive but no
significant effect on return on assets, board composition have positive but no significant effect while board
executive committee have negative and no significant effect on return on assets of the quoted Nigeria oil and
gas firms. The positive effect of the variables confirms the expectations of the results and confirms theories
such as the agency theory. The positive impact on the independent variable on the dependent variable confirms
the a-priori expectation of the results. The positive effect of the independent variable confirm the findings of
Jegede, Akinlabi and Soyebo (2013) that board size is statistically significant to Nigeria oil and gas
performance. The negative effect of the independent variable confirms agency theory formulated by Jensen
and Mackling 1973. The findings of this study confirm our a-priori expectation as enforcement of corporate
governance code as formulated by regulators in a Nigerian oil and gas sector, the Nigeria Upstream Regulatory
Commission (NUPRC), the Nigeria Midstream and Downstream Petroleum Regulatory Authority
(NMDPRA) and the Nigeria Stock Exchange (NSE) had the objective of enforcing compliance to corporate
governance which is a prerequisite for profitability of the industry. The negative effect of the variable
contradicts the findings of Amarneh (2014) that CEO duality is not important for oil and gas performance,
thus suggesting that good corporate governance standards are imperative to every firm and important to oil
and gas investors and other stakeholders, the findings Owolabi, Titilayo and Olanrewaju (2014) that
composition, director shareholding, board size and board executive committee demonstrated significance
effect on oil and gas profitability, Obeten and Ocheni (2014) that the profitability of quoted Nigeria oil and
gas firms increased within the years under review as assets base of the oil and gas firms increased. The
estimated model three found that 98.9 percent of the total variations in corporate governance and financial
performance of the oil and gas firms were explained by firm size. The t-statistics shows firm size has negative
moderating effect on corporate governance and financial performance of the quoted oil and gas firms. The
negative effect of firm size on the corporate governance and financial performance of the firms contradict our
expectations and could be trace to oil and gas firms business expansion, increase in overhead cost without

corresponding increase in revenue due to oil and gas market fluctuations.

4.6 Summary of Findings
Table 4.3, Summary of Findings on ROE AND ROA

Variable ROE (Significance) ||[ROA (Significance)|Effect

Board Size Significant (Negative)||Not Significant Reduces ROE, no effect on ROA
Board Composition ||[Not Significant Not Significant Neutral impact

Executive Committee||Significant (Positive) ||[Not Significant Improves ROE, no effect on ROA
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4.7 Discussion of Findings

The results confirm earlier studies like Gompers et al. (2003) and Moscu (2013), who found negative
relationships between large board sizes and financial performance due to coordination problems. The
significant positive impact of board executive committees on ROE aligns with the findings of Black (2001)
and Andre & Vallelado (2008), emphasizing the role of effective subcommittees in strengthening oversight.
The absence of significant relationships between governance variables and ROA may be due to the capital-
intensive nature of oil and gas operations, where asset efficiency is influenced more by market and operational
factors than board structure.

SUMMARY, CONCLUSION, AND RECOMMENDATIONS
5.1 Summary of Findings
This study investigated the impact of corporate governance mechanisms on the financial performance of
quoted Nigerian oil and gas firms over a six-year period (2018-2023). Specifically, it examined how board
size, board composition, and board executive committees affect key performance indicators—Return on
Equity (ROE) and Return on Assets (ROA).
Data collected from the audited financial statements of ten firms were analyzed using panel data regression
models. The random effects model was selected as the most appropriate, based on the Hausman test.
Key findings include:
« Board Size has a negative and significant effect on ROE, indicating that larger boards may hinder
profitability due to bureaucratic inefficiencies.
e Board Composition (i.e., the mix of executive and non-executive directors) shows no significant
impact on either ROE or ROA.
« Board Executive Committees have a positive and significant influence on ROE, highlighting the
effectiveness of well-structured subcommittees in improving shareholder returns.
« None of the governance variables had a significant effect on ROA, suggesting that operational asset

efficiency may be influenced more by external market factors than governance structures.

5.2 Conclusion

The study concludes that corporate governance—specifically the structure and effectiveness of the board—
plays a critical role in enhancing financial performance, particularly from a shareholder value perspective (as
measured by ROE). However, governance mechanisms appear to have limited direct influence on asset
utilization efficiency (ROA) in Nigeria’s oil and gas sector.

The results lend support to agency theory, which emphasizes the importance of monitoring mechanisms like
board oversight and independent committees in reducing managerial opportunism and aligning interests with
shareholders.

Overall, the findings underscore the need for a balanced and functional board structure that is neither too large

nor too passive and reinforces the value of specialized board committees in driving financial performance.
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5.3 Recommendations

Based on the study’s findings, the following recommendations are proposed:

1. Optimize Board Size
Oil and gas firms should avoid unnecessarily large boards, which may reduce efficiency. Instead, an
optimal board size that encourages participation, quick decision-making, and strategic oversight should
be maintained.

2. Strengthen Board Executive Committees
Given their positive impact on ROE, firms should empower their executive committees with greater
independence, authority, and technical competence to ensure rigorous oversight of financial and
strategic issues.

3. Reassess Board Composition
While board composition did not significantly influence performance in this study, it remains a key
element of corporate governance. Companies should ensure a proper balance of executive, non-
executive, and independent directors, with a focus on expertise and diversity.

4. Enhance Regulatory Monitoring
Regulators such as the Nigerian Exchange Group (NXG), NUPRC, NMDPRA, and SEC should ensure
strict adherence to governance codes and promote board training, reporting transparency, and ethical
leadership practices.

5. Consider Firm Size and Sector Dynamics
As firm size and capital intensity may moderate the governance-performance link, future governance
policies and strategies should be tailored to reflect sector-specific realities, especially in capital-

intensive industries like oil and gas.

5.4 Contributions to Knowledge
This study contributes to the growing literature on corporate governance in emerging economies by:
e Providing sector-specific empirical evidence from the Nigerian oil and gas industry.
e Introducing firm size as a moderating variable in the governance-performance relationship.
« Highlighting the differential impacts of governance variables on ROE and ROA.
These insights can aid policymakers, investors, and academics in understanding the governance structures that

most effectively drive performance in Nigeria’s energy sector.

5.5 Suggestions for Further Research
Future studies may consider the following extensions:
e Include other governance indicators such as CEO duality, audit committee characteristics, and
ownership structure.
e Analyze other performance measures, such as market capitalization, Earnings Per Share (EPS), or
Tobin’s Q.

o Expand the scope to include unquoted oil and gas firms or comparative studies across sectors.
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o Conduct qualitative interviews with board members or executives to capture insights beyond numerical

data.
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