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Abstract   

This study investigated the effect of board characteristics on financial performance of ICT companies in Nigeria, 

covering the period of 5years between 2013 and 2017. Secondary data were relied upon and collated from Nigeria 

Stock Exchange fact book.  Panal data analysis was employed to determine the effect of each parameter in the 

model. The study revealed that board size is negatively related to return on asset but statistically significant at 5% 

level. This result shows that there is positive and significant relationship between board Independence and financial 

performance of the selected companies.  In addition, the result shows that board gender diversity is positive and 

statistically significant at 5%.  Based on the findings, the study concluded that board characteristics have a 

significant effect on financial performance of ICT companies in Nigeria. Therefore, the study recommends among 

others that Nigeria companies should have a suitable and diverse board size designed to guarantee diversity of 

experience without conceding independence, accountability, compatibility, more knowledge, integrity and 

enthusiasm of members to attend meetings. 
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Introduction  

It is widely accepted across globe that strong and healthy firms’ summands to the fast growing economy of most 

advanced and developed countries. Perhaps, the governance and management of these firms have been questioned 

over years, most especially in the developing countries like Nigeria. Admittedly, corporate governance has become a 

topical issue because of its immense impact on the firms, economic growth and development of nations. Meanwhile, 

the absence of good corporate governance is a major cause of failure of many well performing companies. 

Regrettably, the aftermath of Asian crisis in 1997 and global financial crisis of 2008 contributed largely to the full-

fletched scrutiny of the major roles of board characteristics in the governance of firms in many affected countries 

(Abbott,Parker, & Peters,2014)  

In a nutshell, board characteristics play a fundamental role in strengthening corporate governance by accomplishing 

the important roles of monitoring and advising on the provision of resources (Ntim, 2015). Among the multitude of 

factors that had worked in conjunction to precipitate the crisis was the weak governance of banking institutions, 

especially with respect to how the board of directors discharged their fiduciary duties (Jayati & Subrata, 2018). The 

board of directors and board of commissioners are the central institution in the internal governance of the company 

(Lefort & Urzúa, 2018).  

In the context of one-tier board system, the board of directors consist of executive directors who are in charge of the 

operational running of the company and the non-executive directors who run the monitoring function and are not 

involved in the company operations. In two-tier board system the executive director’s role is run by the board of 

directors, while the nonexecutive director’s role/function is held by the board of commissioners (two-tier board 

system).  The board of commissioners generally represents the shareholders of the company. The board of 

commissioners has two main functions; monitoring function that can be related to agency theory; and providing 

resources function that can be related to resource dependence theory. These two theories remain relevant theories 

that underpinned this current study (Kiliç, &Kuzey, 2016).  
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Recently, boards of directors have been largely criticized for the decline in shareholders’ wealth and corporate 

failure. Consequently, the issue of characteristics of the board of directors as a corporate governance mechanism has 

spurred attention among the academician, the market participants and regulators and researchers.  Unsurprisingly, 

there are considerable arguments in the previous studies where some empirical studies generally support the position 

that good board characteristics has a positive impact on firms’ performance while some stream of empirical 

evidence shows that board characteristics has no positive impact on firms performance in Nigeria. The debate is far 

from settle and the inconsistencies remain a wider gap to be filled.   Therefore, it is in the light of the above, that this 

current study investigated the effect of board characteristics on the financial performance of quoted ICT companies 

in Nigeria.  

A comprehensive understanding of board characteristic and financial performance of ICT companies in Nigeria 

covers the size, independence and gender diversity that is used to determine the financial performance of 7 quoted 

ICT companies in Nigeria stock exchange. Five years spanning from 2013 to 2017 is used in this research study as it 

is enough to show the consistency of the effect of board characteristics on financial performance of ICT companies. 

These periods have been carefully selected by the researcher as it is the most recent annual report available in the 

Nigeria stock exchange. This study provided the broad insights to answer the following questions: What is the effect 

of board size on financial performance of ICT companies? What is the effect of board independence on financial 

performance of ICT companies? What is the effect of gender diversity on financial performance on ICT companies? 

To answer these questions,  an ordinary least square (OLS) method was used to estimate the model parameters, 

subjected to panel data analysis  and draw the effect of board characteristics (board size, independence of the board 

and gender diversity) on the financial performance (return on asset and return on equity) of ICT companies in 

Nigeria. Financial performance is the dependent variable while the board characteristics (board size, independence 

of the board and gender diversity) are the Independent variables. The choice of Ordinary Least Squares model for 

this study is because it provides satisfactory results for estimates of structural parameters. 

The gaps in the previous literatures propel a diverse understanding and concepts of board characteristics from the 

perspectives of corporate governance. The term corporate governance has been identified to mean different things to 

different people. Stress that corporate governance is about ensuring that the business is run well and investors 

receive a fair return. Prior studies provide a more encompassing definition of corporate governance. It defines 

corporate governance as the system by which business corporations are directed and controlled. The corporate 

governance structure specifies the distribution of rights and responsibilities among different stakeholders in the 

corporation such as: the board, managers, shareholders, customers, employees, among others, and spells out the 

rules and procedures for making decisions on corporate affairs. By doing this, it also provides the structure through 

which the companies’ objectives are set and the means of attaining these objectives and monitoring performance 

(Akinsulire, 2006).  However, board characteristics refer to features of corporate boards that are tasked with overall 

management of the firm. The success or collapse of firms is associated with the role acted by the management and 

firm governance as a process. This study gives attention to the several features of the executives including size of 

the board, independence of the board and gender diversity. 

Researcher’s Conceptual Model 
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This study considered the overall influence of the board characteristics on financial performance of the firm. Board 

characteristics mean the features of corporate boards. The board is charged with the responsibility of managing the 

firm.  The success or collapse of firms is associated with the role acted by the management and firm governance as a 

process. However, many factors or features can influence the success or failure of the board but this study gives 

attention to the three features of the executives, which includes size of the board, independence of the board and 

gender diversity. The influence of all this characteristics was then measured on Return on Asset Ratio (financial 

performance). Therefore, it is pertinent for the board of directors to be conscious of all the features that can affect it 

performance. This is important because it will have an overall effect on the achievement of organizational goals.   

Theoretical Review  

This study is underpinned on agency and resource dependence theories. These theories argue that board 

characteristics may have a significant impact on the firm’s financial performance. Regarding the agency theory, the 

fundamental argument is that the manager’s act out of self-interest and are self-centered, thereby, giving less 

attention to shareholder interests. For example, the managers may be more interested in consuming perquisites like 

luxurious offices, company cars and other benefits, since the cost is borne by the owners. The managers who possess 

superior knowledge and expertise about the firm are in a position to pursue self-interests rather than shareholders 

(owners) interests (Fama & Jensen, 1983). However, Resource dependence theory provides a theoretical foundation 

for the role of board of directors as a resource to the firm. From this point of view, firm governance structure and the 

board composition is viewed as a resource that can add value to the firm.  A key argument of the resource 

dependence theory is that organisations attempt to exert control over their environment by co-opting the resources 

needed to survive. (Pfeffer & Salancik, 1978). 

Therefore, the agency and resources dependence theory views the board as a resource that can not only supplant its 

need for other resources, but also influence the environment in its favour, and thereby improve firm performance. 

Empirical Review  

Modest Paul Assenga,  and Khaled (2018), investigated the impact of board characteristics on the financial 

performance of listed firms in Tanzania. Board characteristics, including outside directors, board size, CEO/Chair 

duality, gender diversity, board skill and foreign directors are addressed in the Tanzanian context. The paper uses 

balanced panel data regression analysis on 80 firm-years observations (2006-2013) from annual reports, and semi-

structured interviews were conducted with 12 key stakeholders. It was found that in terms of agency theory, while 

the findings support the separation of CEO/ Chairperson roles, they do not support outside directors-financial 

performance linkage. With regard to resource dependence theory, the findings suggest that gender diversity has a 

positive impact on financial performance. Furthermore, the findings do not support an association between financial 

performance and board size, PhD qualification and foreign directors.   

The study by Al-Matar,  Al-Swidi &  Fadzil(2017), examined the association between the board of director’s 

characteristics, audit committee characteristics and the executive committee characteristics and the performance of 

the Oman companies. The data comprised of 162 non-financial companies because financial and non-financial 

companies employ different methods and they have different structures, it focuses on adding new important 

variables of corporate governance mechanisms like board change, the role of secretary on the board, the legal 

counsel and the executive committee characteristics that improve firm performance. The findings indicated a 

significantly positive relationship between board size, board meeting, audit committee independence and executive 

committee independence. Moreover, a positive but insignificant relationship is found between CEO tenure, CEO 

compensation, audit committee size, and the firm performance (Tobin`s Q). Furthermore, board change, the role of 

the secretary on the board, audit committee meeting, executive committee size and executive committee meeting are 

revealed to have a negative but insignificant association with firm performance (Tobin`s Q).  

In the study by Johl,  Kaur, and Cooper (2015), examine the impact of board characteristics and firm performance. 

The paper uses both financial and non-financial data from annual reports of the 700 public listed firms in Malaysia 

for the year 2009. The result shows that board independence does not affect firm performance, whilst board size and 

board accounting/financial expertise are positively associated with firm performance. Board diligence in terms of 

board meetings is found to have an adverse effect on firm performance.  
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In 2012, Ujunwa, investigated the impact of corporate board characteristics on the financial performance of Nigerian 

quoted firms. Board characteristics studied comprise board size, board skill, board nationality, board gender, board 

ethnicity and CEO duality. The study employed the random-effects and fixed-effects generalised least squares 

(GLS) regression to test the six hypotheses formulated for the study, while controlling for firm size and firm age. 

Using panel data from 122 quoted firms in Nigeria between 1991 and 2008, it was found that board size, CEO 

duality and gender diversity were negatively linked with firm performance, whereas board nationality, board 

ethnicity and the number of board members with a PhD qualification were found to impact positively on firm 

performance. The result of the robustness test using the same board characteristics for 160 small firms showed that 

board duality was positively linked to firm performance, while a PhD qualification was negatively linked to firm 

performance.  In the same vein, Shukeri, Shin and  Shaari (2012), examined the impact of board characteristics on 

firm performance. There are 300 Malaysian public listed companies being randomly selected from each sector. The 

results show that board size and ethnic diversity have positive relationship with ROE while board independence has 

negative relationship. There is no significant relationship between managerial ownership, CEO duality and gender 

diversity on firm performance.  

Methodology  

The study used ex-post facto research designs. A quantitative approach used to provide empirical evidence in 

quantitative research numerical data is used to deduce facts from theory. This study assumed the condition of causal 

relationship whereby the dependent variable (Financial Performance) will be presumed to be correlated with the 

hypothesized independent variables (size, independence and gender diversity). The population comprises of ICT 

Companies that are continuously listed in the Nigerian Stock Exchange as at 2018 from which sample size will be 

chosen. The sample size of the study comprises of the 5 out of the entire 7 ICT Companies listed in the Nigeria stock 

exchange. Therefore, a purposive selection of the 5 quoted ICT companies will be conducted. To determine the 

effect of board characteristics on financial performance of ICT companies in Nigeria.  An ordinary least square 

(OLS) method was used to estimate the model parameters, subject to panel data analysis and draw the effect of 

board characteristics (board size, independence of the board and gender diversity) on the financial performance 

(return on asset) of ICT companies in Nigeria. 

Results and Discussion 

This chapter present the details of data used for analysis in this study.   

Table 1, discuss the multivariate granger causality result of the relationship among Board size, Size, Board Gender 

Diversity, Board Independence, Return on Assets of the companies under investigation  

Table 1  VAR Granger Causality/Block Emergency Wald Test 

Sample 2013-2017 

 

DEPENDENT VARIABLE ROE 

Excluded Chi sq Df Prob. 

BSIZE 8.221315 25 0.0089 

BIND 13.212921 25 0.0267 

BGD 7.244212 25 0.0002 

Total 28.678448 75 0.0358 
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Table 2: Hausman Test for Return on Assets (ROA) 

Correlated Random Effects Hausman Test 

Test cross section random effects  

Test summary Chi sq. Statistic Chi sq df Prob.  

Cross-section random 1.369149 3 0.645  

Cross-section random effects test comparison: 

Variable Fixed Random Var diff Prob. 

BSIZE 7.814157 1.314800 0.019388 0.8223 

BIND 1.124991 1.118091 0.011544 0.6774 

BGD 3.191606 3.031907 0.347890 0.6368 

Source: Author’s Computation 2019 

 

Table 2 above gives the result of the Hausman test.  The result shows that the ransom effect is not statistical 

significant at 5%. Therefore, the study employed fixed effect of the panel regression.  The purpose of the Hausman 

test is to determine whether to use fixed effect or random effect.  The fixed is used when the random effect is not 

statistically significant. 

 

Table 3: Empirical Result of Panel regression for Return on Asset (ROA)  

Dependent Variable: ROA 

Sample 2013-2017 

Period included: 25 

Variable Coefficient Std. Error  T-Statistic Prob. 

BSIZE -0.011156 0.000251 -0.061111 0.0351 

BIND 0.118169 0.002991 3.112149 0.0116 

BGD 0.086235 0.008610 1.781177 0.0186 

C 1.318215 0.195205 1.681395 0.0963 

Effects Specification 

Cross-section fixed (dummy variables) 

Weighted Statistics 

R-squared 0.655396    

Adjusted R-squared 0.635396    

F-statistics 41.04428     Durbin-Watson Stat  2.032733 

Prob(F-statistic) 0.000000    

Source: Author’s Computation 2019 

The result in Table 3 is the panel regression of the effect of board size, board independence, and board gender on the 

return on assets of the selected companies.  The panel data used was for five (5) companies over five years, which 

makes the total observation 25.  The result shows that the R
2
 is 66%, which implies that 66% of the total variations 

in the dependent variable return on asset (ROA), can be explained by the joint effect of the explanatory variables 

(board size, board independence, board gender diversity).  The result also shows that the probability of the F-statistic 

is 0.0000 which implies that the model is statistically significant at 1% therefore, the model can be estimated.  

Furthermore, the Durbin-Watson Statistic of 2.03 shows that the result is free from serial correlation problem. 
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Specifically the result reveals that the coefficient of board size (BS) is -0.011156 and the p-value is 0.0351.  This 

shows that board size is negatively related to return on asset but statistically significant at 5% level.  

It further implies that there is negative but significant relationship between board size and financial performance of 

the companies, as there is increase in board size, it leads to approximately 1% decrease in return on asset (ROA). 

Furthermore, the result reveals that the coefficient of board independence (BND) is 0.118169 and the p-valve is 

0.0116.  This result shows that there is positive and significant relationship between board Independence and 

financial performance of the selected companies; hence, increase in board Independence will lead to about 12% 

increase in return on asset (ROA).  In addition, the result shows the coefficient of board gender diversity to be 

0.088235 with p-valve of 0.0186.  This shows that board gender diversity is positive and statistically significant at 

5%.  It implied that there is a positive and significant relationship between board gender diversity and financial 

performance of the selected companies.  That is, a unit increase in board gender diversity; this leads to about 8.8% 

increase in return on assets. 

 

Conclusion 

 

The study concludes that the board size has negative relationship with return on assets.  Board gender diversity has 

positive relationship with return on assets.  Therefore, large board size and presence of female in the board will 

significantly affect financial performance of companies in Nigeria. Based on the findings, the study board 

characteristics have a significant impact on firm’s performance.  

 

Recommendations 

 

Based on the empirical findings of this study, the following recommendations are put forward: 

 

i. Nigeria companies should have a suitable and diverse board size designed to guarantee diversity of 

experience without conceding independence, accountability, compatibility, more knowledge, integrity and 

enthusiasm of members to attend meetings. 

ii. The board size ought not to be excessively vast and ought to be comprised of qualified experts who are 

familiar with the oversight function. 

iii. Nigeria companies should incorporate more women members as the status of the number of women 

members has translated to more returns in terms of financial performance. 
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