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Abstract 

The major concern of regulatory authority overtime is on the need to enhance sound practices among banks 
through the improvement of corporate governance; therefore this research examined the effect of corporate 
governance on commercial banks profitability in Nigeria. The study covered the period of 2009 to 2018 and 
secondary data were obtained from the audited financial statement of the selected banks which are Guarantee 
Trust Bank Nigeria PLC, Zenith Bank PLC and First Bank of Nigeria PLC. Fixed effect regression technique 
was used to examine the effect of Audit Committee Size (ACS), Board Size (BS), Audit Committee Number 
of Meeting (ACNM) and Board Number of Meeting (BNM) on earnings per share (EPS) of the selected banks. 
The independent variables results showed a positive and significant relationship on Earnings per share of the 
banks with coefficient and probability(prob.) value of the variables as follows: audit committee 
size(0.6241;0.0109), board size(0.4349;0.007) and board number of meeting(0.0356) had positive and 
significant effect on earnings per share of the banks respectively. However, negative and significant 
relationship was established between audit committee number of meeting and earnings per share with a 
coefficient and probability value of -1.0781 and 0.0001 respectively. With the F-Stat. of 2.84 and a prob. of 
0.025, all the null hypotheses were rejected and the alternative hypotheses accepted, indicating that all the 
independent variables significantly affect the dependent variable. The study concluded that corporate 
governance enhances commercial banks performance in Nigeria. It therefore recommended that attention 
should be paid to the audit committee size, board size and board number of meetings since an increase in them 
leads to increase in the earnings per share while the audit committee number of meetings should be reduced as 
it affects the earnings per share negatively. The regulatory authority should formulate strong policy 
frameworks that would ensure that commercial banks constantly comply with corporate governance standard 
set by the authority. 
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Introduction 

Corporate governance ensures that management and board of directors comply with best and sound practices 
in carrying out their duties through the establishment of principles and procedures. Policy frameworks were 
formulated by regulatory authorities in Nigeria to ensure that commercial banks comply with corporate 
governance practices. However, Soludo (2004) opined that commercial banks have not been complying with 
regulations on corporate governance which has eroded customers’ confidence in the system. 

The Nigerian financial environment is being affected by governance problems, systemic instability and failure 
of financial institutions to comply with lending practices which has affected the growth and development of 
the economy. Ibitamuno, Onuchuku, & Nteegah (2018) argued that the recent global financial crisis and 
erosion of commercial banks investment in Nigeria results in lack of compliance with credit management 
practices which is associated with poor corporate governance.  

The consolidation policy of 2006 which led to reduction in commercial banks from 89 to 25 is an indication 
of erosion in best practices and high sharp dealings in the banking industry which resulted in liquidity crisis. 
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High rate of improper accounting practices by Oceanic Bank, Intercontinental Bank, Union Bank, Afri Bank, 
Fin Bank and Spring Bank in 2009 and sacking of Chairman and Managing director of Skye Bank in July, 
2016 for improper management of funds were indication of challenges of corporate governance in the Nigeria 
banking industry (Ibitamuno, et al., 2018).  

Given the high rate of instability in the banking system which resulted in the takeover of some banks like Skye 
Bank and Intercontinental Bank and recently, Diamond Bank Plc; the major concern of regulatory authority is 
on the need to enhance sound practices among banks through the improvement of corporate governance. 
Though, studies have been conducted on corporate governance and banks performance in Nigeria, there is 
paucity of studies in the subject area in the recent years. Moreover, empirical studies limit their corporate 
governance variables to Board Size and Board Composition (Olabisi & Omoyele, 2011; Emeka & Alem, 2016; 
Ibitamuno, et al., 2018; Agbaeze & Ogbosi, 2018). Also, Mohammed (2012) employed asset quality of bank 
and non- performing loan which were not appropriate to measure corporate governance. While Olayiwola 
(2018) employed audit committee size as important variable of corporate governance, but the study was 
conducted in manufacturing sector and not banking sector.  Thus, this study would fill the above gap by 
disaggregating corporate governance into audit committee size, board size, audit committee number meetings 
and board number meetings and look at the effect on the banking performance. Therefore the study is aimed 
at evaluating and investigating the effect of audit committee size, board size, audit committee number of 
meetings and board number of meetings on the profitability of commercial banks in Nigeria. The hypotheses 
of the study are stated in the null form as follows:  

 Audit committee size has no significant effect on commercial banks’ profitability in Nigeria. 

 Board size has no significant effect on commercial banks’ profitability in Nigeria. 

 There is no significant relationship between audit committee number of meetings and commercial 
banks’ profitability in Nigeria. 

 Board number of meetings has no significant effect on commercial banks’ profitability in Nigeria. 

1. Empirical Review 

Olabisi and Omoyele (2011) investigated the relationship between corporate governance and the performance 
of banks in Nigeria. Statistical Package for Social Scientist (SPSS) was used to analyze the data collected and 
it was revealed that lack of proper corporate governance is the bane of so many banks in Nigeria. The collapse 
and failure of many banks was as a result of both poor audit control and directors’ negligence to observe due 
diligence and acceptable standard practices.  

Mohammed (2012) examined the impact of corporate governance on the performance of banks in Nigeria from 
2001 to 2010. Data were analyzed using multiple regression analysis and the study showed that poor asset 
quality defined as the ratio of non-performing loan to credit and loan deposit ratios negatively affect financial 
performance and vice visa.   

Ajala, Amuda and Arulogun (2012) examined the effects of corporate governance on the performance of 
Nigerian banking sector with the aim of assessing the impact of corporate governance on firm’s performance 
using secondary source of data The Pearson Correlation and the regression was used for data analysis The 
study revealed that a negative but significant relationship exists between board size and the financial 
performance of these banks while a positive and significant relationship was also observed between directors’ 
equity interest, level of corporate governance disclosure index and performance of the sampled banks.  

Adeusi, et al, (2013) in their work on Corporate Governance and Firm Financial Performance used a sample 
of 10 selected banks’ annual reports covering 2005-2010 to examine the relationship between corporate 
governance and performance in Nigeria banking sector. The result of the panel regression indicated that 
improved performance of the banking sector is not dependent on increasing the number of executive directors 
and board composition.  

Utilizing the regression method, Ammar et al (2013) from a sample of 160 firms in the Karachi Stock Exchange 
(KSE) for periods 2007 to 2011 gathered that there exist a positive association between board size and firm 
performance while a negative relationship existed between non-executive directors’ percentage, chief 
executive officer duality and performance. 
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Al-Moataz and Hussainey (2013) analyzed 52 Saudi companies for the years 2006–2007. Dependent variable 
was corporate governance disclosure score (zero for non-compliance and nine for full compliance); firm 
profitability (ROA), firm liquidity (current ratio), firm debt ratio, firm size (total assets), board independence, 
and audit committee size were independent variables. The study found that board independence was negatively 
significant; audit committee size and firm profitability (ROA) and firm liquidity were positively significant, 
whereas firm size was not positively significant for corporate governance.  

Danoshana and Ravivathani (2013) investigated the effect of governance practices on the performance of 25 
Sri Lankan financial institutions taking a data period of 2008–2012. They concluded that corporate governance 
practices have an impact on the performance of the financial institutions. 

Basuony, Mohamed and Al-Baidhani (2014) accessed the effect of internal corporate governance mechanisms 
and control variables, such as bank size and bank age on bank financial performance. Ordinary least square 
technique was used to test the effect of corporate governance mechanisms on bank financial performance. The 
results of this study reveal that there is a significant relationship between corporate governance and bank 
profitability. 

Akingunola, Adedipe and Olusegun (2015) examined corporate governance and bank’s performance in 
Nigeria. They employed the ordinary least squares regression method to analyze their data and their result 
shows that Bank deposits mobilized and credits created over these period increased over the years but were 
more positively related to bank performance during the period of consolidation although not significant. 

Xavier, Shukla, Oduor and Mbabazize (2015) investigated the effect of corporate governance on financial 
performance of commercial banks in Rwanda. The study adopted a descriptive research design and it was 
concluded that there is no significant relationship between corporate governance and financial performance 

Emeka and Alem (2016) empirically investigated the effect of corporate governance on bank’s financial 
performance in Nigeria from 2003 to 2014 using the ordinary least square regression technique. The study 
revealed that the relationship between corporate governance and bank performance in Nigeria is quite 
significant as a unit change in the board size and the relative size of non-executive directors increases the return 
on assets.    

Buallay, Hamdan and Zureigat (2017) used corporate governance practices as the independent variable, the 
firm performance (ROA, ROE, Tobin’s Q) as the dependent variable and five control variable which are  firm 
size, firm age, auditing quality, board size, and an industry dummy, to find the impact of governance practice 
on the performance from year 2012 to 2014. They found corporate governance, largest shareholder’s 
ownership and independence of the board had no significant effect on firm performance while f ownership 
structure and board size had significant effect on the firm performance was found. 

Agbaeze and Ogosi (2018) examined the impact of corporate governance on profitability of Nigerian banks 
for the period 2005 to 2015. The ex-post facto research design was adopted and the correction and regression 
test statistic was used to for data analysis. The study concluded that corporate governance had positive impact 
on profitability of Nigerian banks.  

Ibitamuno et al, (2018) studied the effect of corporate governance on the performance of banks in Nigeria over 
the period 2012 and 2016 analyzed using panel technique. It was revealed that corporate governance had less 
implication on the performance of banks in Nigeria.    

Olayiwola (2018) assessed the influence of corporate governance on the performance of companies using panel 
data regression method for the data analysis and it was found that board size had significant and negative effect 
net profit margin, 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.    

Using panel regression technique, Ghalid (2018) explored the effectiveness of good corporate governance on 
banks performance in Indonesia It was revealed in the study that good corporate governance is the most widely 
significant determinant of bank profitability.     

Almoneef and Samontaray (2019) examined the impact of corporate governance on the Saudi banking 
performance for the period of 2014 and 2017 using panel data analysis with both descriptive and multivariate 
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analysis through multiple regression and the results showed that board size, audit committee meeting and bank 
size had a positive impact on ROE, whereas board independence had negative impact on ROE.  

From the reviewed Studies on the effect of corporate governance on banks performance in Nigeria; studies 
limit their corporate governance variables to Board Size and Board Composition (Olabisi & Omoyele, 2011; 
Emeka & Alem, 2016; Ibitamuno, et al., 2018; Agbaeze & Ogbosi, 2018). Also, Mohammed (2012) employed 
asset quality of bank and non- performing loan which were not appropriate to measure corporate governance. 
While Olayiwola (2018) employed audit committee size as important variable of corporate governance, but 
the study was conducted in manufacturing sector and not banking sector.  Thus, this study would fill the above 
gap by disaggregating corporate governance into audit committee size, board size, audit committee number 
meetings and board number meetings for adequate and robust analysis. 

2. Methods 

2.1 Research Design. The researcher adopted the ex post facto design which involves the collection of 
historical data from secondary sources and analyzing the relationship among variables using econometric 
techniques.  

2.2 Sampling Technique. Sample of three commercial banks were randomly selected base on the 
availability of financial statement.  

2.3 Sources of Data. Data were obtained from financial statement of commercial banks from 2009 to 
2018. These firms include Zenith Bank of Nigeria PLC., First Bank of Nigeria PLC, Guarantee Trust Banks 
PLC. These banks are selected because they are part of the big players in the Nigeria banking system.  

2.4 Model Specification. For the purpose of evaluating the effect of corporate governance on commercial 
banks’ profitability in Nigeria, panel multiple regression model be formulated. This study adapted the model 
of Olayiwola (2018) as follow:  

EPS = f (ACS, BS, ACNM, BNM)         

EPSit = β0 + β1ACSit + β2BSit + β3ACBMit + β4BNMit + e1i                                                                                                                                   (1) 

Where:  

EPS = Earnings per Share;    

ACS = Audit Committee Size;    

BS = Board Size;   

ACNM = Audit Committee Number of Meetings; 

BNM = Board Number of Meetings;      

β0 =   Constant Term; 

β1 – β4 = Parameters;  

i = Individual Firm; 

e = error term. 

2.5 Estimation Methods. The choice of estimation will depend on the specification of model, the nature 
of the available data and the purpose of the model. For the purpose of validating the hypotheses stated, this 
study adopted the Panel Multiple Regression analysis evaluation technique. This is because it allows the 
unobservable heterogeneity for each observation in the sample to be eliminated and multicollinearity among 
variables to be alleviated. However, based on the outcome of the Hausman tests, fixed effect regression model 
was employed to examine the effect of corporate governance on predominance of commercial banks in Nigeria.         

2.6 Description of Variables. Earnings per Share = Profit after tax divided by number of equity.       

Audit Committee Size = Numbers of audit committee    

Board Size = Numbers of board size which comprises of both executive and non executive directors.      

Audit Committee Number of Meetings = Numbers of times audit committee members meet in a year.   

Board Number of Meetings = Numbers of times board members meet in a year.        
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3. Results 

3.1 Descriptive Statistic 

Table 1. Descriptive Statistic 

 EPS BS ACS ACNM BNM 
 Mean 3.635667 13.20000 5.666667 4.100000 6.233333 
 Maximum 3.050000 13.00000 6.000000 4.000000 5.500000 
 Minimum 9.800000 16.00000 7.000000 7.000000 12.00000 
 Std. Dev. 0.600000 10.00000 3.000000 2.000000 4.000000 
 Skewness 2.280896 1.882771 1.028334 1.093870 2.402346 
 Kurtosis 1.113148 0.147560 -1.813296 0.604513 1.268514 
 Jarque-Bera 6.593924 1.720370 23.06686 7.234975 8.920286 
 Probability 0.036995 0.423084 0.000010 0.026850 0.011561 
 Observations 30 30 30 30 30 

Source: Researcher’s Computation, 2019. 

The result of the descriptive statistics is presented in Table 1. The result shows that the variables have low 
mean values with small standard deviation from the mean value. The result indicates that while audit committee 
size is negatively skewed, earnings per share, board size, audit committee number of meetings and board 
number of meetings are positively skewed. Furthermore, the result reveals that earnings per share and board 
number of meetings are mesokurtic since their kurtosis value are not close to three. Board size is platykurtic 
while audit committee number of meetings and board number of meetings are leptokurtic. 

3.2 Correlation Matrix 

Table 2. Correlation Matrix 

 EPS ACS BS ACNM BNM 
EPS 1.000000     
ACS 0.046702 1.000000    
BS 0.501502 -0.195913 1.000000   
ACNM -0.478156 0.122620 -0.529085 1.000000  
BNM 0.528429 -0.051180 0.286653 -0.402846 1.000000 

Source: Researcher’s Computation, 2019. 

Table 2, which presents the correlation matrix of the variables, employed indicates the absence of multi co-
linearity since the variables are not perfectly co-linear and have correlation values that are less than 0.7. 
However, the result indicates that audit committee size, board size, and board number of meetings are 
positively correlated with earnings per share while audit committee number of meetings is negatively 
correlated with earnings per share.  

3.3. Panel Data Analysis 

Table 3. Pooled Regression Analysis 

Variable Coefficient Std. Error t-Statistic Prob. 
ACS 0.337506 0.334772 1.008166 0.3230 
BS 0.405672 0.214814 1.888479 0.0706 
ACNM -0.354197 0.382396 -0.926257 0.3632 
BNM 0.353002 0.154185 2.289466 0.0308 
C -4.379908 4.596411 -0.952897 0.3498 
R-squared                   0.752732 
Adjusted R-squared     0.665169 
F-statistic                      5.170362 
Prob(F-statistic)            0.003556 
Durbin-Watson stat       1.715406 

Source: Researcher’s Computation, 2019. 

Table 3 presents panel least square result on the effect of audit committee size, board size, audit committee 
number of meetings and board number of meetings on earnings per share of commercial banks in Nigeria. The 
result indicates that board size has positive and insignificant effect on earnings per share. Also, the result 
reveals that account committee size has positive and insignificant effect on earnings. However, audit 
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committee number of meetings has negative and insignificant effect on earnings per share. Finally, board size 
had positive and significant effect on earnings per share as reported in Table 3. 

3.4. Hausman Test 

Table 4. Hausman Test 

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.  
Cross-section random 10.980223 4 0.0268 

Source: Researcher’s Computation, 2019. 

Table 4 presents the Husman Test result to select the appropriate model between fixed and random effect. The 
result shows that the chi-square probability value at 4 degree of freedom is given as 0.0268 which is significant 
at 5%. Thus, the null hypothesis that random effect model produce a better estimate is rejected which implies 
fixed effect model produce satisfactory and reliable result than random effect model. Fixed effect model 
produce is thus reported and used for hypothesis testing. 

3.5 Fixed Effect Model Result  

Table 5. Fixed Effect Model 

Variable Coefficient Std. Error t-Statistic Prob.   
ACS 0.624127 0.216788 2.878979 0.0109 
BS 0.434874 0.184092 2.819065 0.0077 
ACNM -1.078152 0.214135 -5.034917 0.0001 
BNM 0.356760 0.101145 3.527214 0.0028 
C -2.124774 3.909846 -0.543442 0.5943 
R-squared                    0.797697 
Adjusted R-squared     0.752076 
F-statistic                      2.840541 
Prob(F-statistic)            0.025374 
Durbin-Watson stat       1.655010 

Source: Researcher’s Computation, 2019. 

The fixed effect result is presented in table 4.5. The result indicates that audit committee size has positive and 
significant effect on earnings per share with a coefficient of 0.624127 which implies that 1 unit increase in 
audit committee size will lead to 0.624127 increases in earnings per share in Nigeria.  

Similarly, the result indicates that board size has a coefficient of 0.434874 which is significant at 5% indicating 
that a unit increase in board size will lead to 0.434874 increases in earnings per share of the selected 
commercial banks in Nigeria.   

Conversely, it is found that audit committee number of meetings has negative and significant effect on earnings 
per share with coefficient of -1.078152 such that a unit increase in audit committee number of meetings will 
lead to -1.078152 fall in earnings per share. Finally, board number of meetings has a coefficient of 0.356760 
which is significant at 5%. This implies that a unit increase in board number of meetings will lead to 0.356760 
increases in share price.                            

The coefficient of determination is use to check the explanatory power of the independent variables. The 
Adjusted R-squared of 0.752076 implies that 75% of changes in earnings per share is explained by movement 
of audit committee size, board size, audit committee number of meetings and board number of meetings. The 
result shows that Durbin-Watson statistic has a value of 1.655010 which is close to 2 and with the acceptance 
region of 1.5 – 2.5. This implies that there is absence of autocorrelation in the residuals of the model. This 
study employs F-statistic to test the overall significance of audit committee size, board size, audit committee 
number of meetings and board number of meetings on earnings per share. The F-statistic value is given as 
2.840541 with a probability value of 0.025374 which is significant at 5%, thus it is concluded that audit 
committee size, board size, audit committee number of meetings and board number of meetings significantly 
influence earnings per share.     

The result of the fixed effect regression reported in table 4.5 shows that audit committee size has a statistic 
value of 2.878979 and probability value of 0.0109 which is significant at 5% which lead to the rejection of the 
null hypothesis that Audit committee size has no significant effect on commercial banks’ profitability in 
Nigeria. 
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The result also indicates that board size has a statistical significant effect on earnings per share with a t-statistic 
and probability value of 0.434874 and 0.0077 respectively. Thus, the null hypothesis that board size has no 
significant effect on commercial banks’ profitability in Nigeria is rejected. 

Furthermore, audit committee number of meetings has a t-statistic value of -5.034917 with a corresponding 
probability value of 0.0001 which is significant 5% leading to the rejection of the null hypothesis that there is 
no significant relationship between audit committee number of meetings and commercial banks’ profitability 
in Nigeria. 

Finally, board number of meetings has a statistical significant effect on earnings per share with a t-statistic and 
probability value of 3.527214 and 0.0028 respectively which is significant at 5%. Thus, the null hypothesis 
that board number of meetings has no significant effect on commercial banks’ profitability in Nigeria is 
rejected.            

3.6. Discussion of Findings. This research looks into the effect of corporate governance on commercial banks’ 
profitability in Nigeria. It is found that audit committee size has positive and significant effect on earnings per 
share of commercial banks in Nigeria. This result is not supported by the findings of Almoneef and Samontaray 
(2019)   

Also, it is revealed that board size has positive and significant effect on earnings per share of selected 
commercial banks in Nigeria. This result contradicts the findings of Ene and Bello (2016); Ibitamuno, et al., 
(2018) who established negative relationship between board size and financial performance of commercial 
banks but conforms to the findings of Agbaeze and Ogosi (2018).          

On the contrary, it is embellished that audit committee number of meetings has negative and significant effect 
on commercial banks performance in Nigeria which conforms to the findings of Basuony, et al., (2014) but 
not in line with the empirical finings of Almoneef and Samontaray (2019).  Finally, the study indicates 
that board number of meetings has positive and significant effect on earnings per share of selected commercial 
banks in Nigeria which conforms to the result of Olayiwola (2018). The implication of these findings is that 
corporate governance plays significant role in enhancing financial performance of commercial banks in 
Nigeria.                      

Conclusion and Recommendations 

Corporate governance plays important role in the management of large organization. This is because firms are 
not only answerable to shareholders but also to other stakeholders. Thus, corporate governance exists to 
balance the dealings of an organization with shareholders and other stakeholders. Thus, this study investigated 
the effect of audit committee size, board size, audit committee number of meetings and board number of 
meetings on the profitability of commercial banks in Nigeria. The study concluded that, corporate governance 
enhances commercial banks performance in Nigeria.   

1. Managers and board of directors should pay attention the audit committee size, board size and board 
number of meetings  since an increase in them leads to increase in the earnings per share while the audit 
committee number of meetings should be reduced as it affects the earnings per share negatively. They should 
adopt high standard corporate governance in order to continuously maintain efficiency and sustainability in 
commercial banks operations.                   

2. Regulatory authority should formulate strong policy frameworks that would ensure that commercial 
banks constantly comply with corporate governance standard set by the authority.               

3. There is need to ensure that board of directors are not only after enhancing shareholders value but also 
seek after promoting the interest of other stakeholders like depositors, community members, government. This 
can be achieved by set up independent committee by regulatory authority to check mate the activities of board 
of director.         
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