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EFFECT OF CORPORATE GOVERNANCE CHARACTERISTICS ON FINANCIAL
PERFORMANCE OF LISTED OIL AND GAS FIRMS IN NIGERIA

KWAYAMA HADASSAH JEHU

ABSTRACT

An assessment of the effect of corporate governance characteristics on financial
performance of listed firms has been a long standing issue and previous findings remain
controversial because of the mixed results that were found. Consequently, this study assessed
the effect of corporate governance characteristics on financial performance of listed oil and
gas firms in Nigeria. The study had a population of ten (10) listed oil and gas firms and a
sample size of eight (8) firms was arrived at based on a criterion that only the listed oil and
gas firms with data over the period of the study are considered. Secondary method of data
collection was used in gathering data from the sampled firms and it was analysed using
Ordinary Least Square regression technique. The findings revealed that board size, board
composition and female directors' composition have negative and significant effect on
financial performance of listed oil and gas firms in Nigeria while foreign directors’
composition had a negative and insignificant effect on financial performance of listed oil and
gas firms in Nigeria. The study recommended inter alia that management of listed oil and gas
firms should be retaining a small number of board size, foreign directors' composition, board
composition and female directors' composition to enhance their financial performance in

Nigerian listed oil and gas industry.

1.1 Introduction

Financial performance therefore, is one of the major
reasons for the existence of business enterprises and
business enterprises continue their operation by
making profits. Organizational performance has to do
with the approach and method by which things of
economic value existing in a corporation are prudently
utilized for the achievement of the general business
goal of a particular enterprise (Akinyomi, 2022).
Listed firms are business enterprises and as such their
aim is to make profits just like any other profit making
organizations. In this regard, the financial
performance which is an indicator of economic result
of any organization indicates the success of its
management, which also makes it one of the most
important indicators for the investors (Ayse, 2021). In
order to ensure that firms are well managed, corporate
governance is usually put in place by firms to ensure
that the interest of all stake holders are protected.

Akinyomi and Olagunju (2021) opined that Corporate
governance deals with the system or processes of
controlling and directing the activities or operations of
an organization. It is usually seen as a means of
ensuring that business organizations are controlled
and directed in the interest and wellbeing of the
owners of the business organizations (Ayse, 2021). It
aims at ensuring that corporate managers in whom
resources are entrusted do not betray this trust reposed
in them by the resource owners. Revelations of

corporate fraud all over the world in the past years
have clearly shaken investors' confidence and
historical antecedents in financial practices have
indicated that financial crisis is the direct consequence
of poor corporate governance (Akingunola et al.,
2021).

Corporate Governance implies the management of
company affairs with diligence, transparency,
responsibility and accountability that would
maximize shareholders' wealth. Hence, it requires
designing systems, processes, procedures, structures
and taking decisions on ways to improve financial
performance and stakeholders' value in the end
(Pandey, 2018). Corporate governance also focuses
on the accountability mechanism that governs the
relationship among shareholders, the board of
directors, senior management, the workers and other
stakeholders (Hassan, 2019).

Ayininuola (2020) opined that the leadership within
an organization has to maintain corporate culture that
integrates ethical decision making approaches by
sticking to corporate governance principles. A number
of professional and regulatory organizations
recommend reforms that will improve transparency in
financial reporting thereby increasing good corporate
practices. In response to this, the Securities and
Exchange Commission (SEC) in 2018 posited that,
the financial sector witnessed more number of

(1451
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collapsed entities, it went further to rolled out a code
of best practices on corporate governance for all
public quoted companies including the oil and gas
sector to ensure the safety of investments of
shareholders.

From empirical perspective, efforts aimed at
investigating the effect of corporate governance
among scholars have yielded varying outcome
without a consensus being reached. This led to
continuous study in the area of corporate governance
and financial performance; corporate governance and
financial reporting quality; and corporate governance
and earnings management of banks and
manufacturing firms. Little or no attention has been
paid to other sectors outside banking and
manufacturing sectors and it is based on this gap
created by previous studies that this study intends to
fill by examining the effect of corporate governance
characteristics on the financial performance of listed
oil and gas firms in Nigeria. This is important because
the oil and gas sector remains the bedrock of Nigerian
economy. Furthermore, the scope of the studies
conducted by a few of the previous studies such as
Abdulazeezetal., (2021); Cheema & Din, 2002; Ajola
et al., (2021); Adeusi et al., (2021); Kajola (2019)
were not up to ten years (10) years and this equally
presents a gap to be filled by this study which uses
sixteen (15) years as the scope of the study.

The main objective of this study therefore, is to
examine the effect of corporate governance
characteristics on financial performance of listed oil
and gas firms in Nigeria. The following hypotheses of
the study are formulated in null firms.

i.  HO,: there is no significant effect of board

size on financial performance of listed oil

and gas firms in Nigeria.

HO,there is no significant effect of foreign
directors' composition on financial
performance of listed oil and gas firms in
Nigeria.

iii. HO,: there no significant effect of board
composition on financial performance of
listed oil and gas firms in Nigeria

iv. HO,: there is no significant effect of female
directors' composition on financial
performance of listed oil and gas firms in
Nigeria.

The scope of the study was limited to eight listed oil

and gas firms in Nigeria operating in the Nigeria

Exchange Group (NGX) over the period 2007 to 2022.

The sampled firms of the study were Oando Plc, Mobil

Plc, Conoil Plc, Total Plc, Mrs Plc, Forte Oil Plc,

Eterna Oil and Capital Oil

il.

2.0 Literature Reviews
This section covers the conceptual reviews of both
dependent and independent variables of the study,

e

L) ANAN

empirical reviews and theoretical review.

2.1 Conceptual Reviews

There is no generally accepted definition of corporate
governance which enjoys consensus of opinions
worldwide. The concept is thus defined and
understood differently depending on the relative
power of the owners, management and founders of
capital. In other words, a number of scholars have
defined corporate governance from their own
perspective. Central Bank of Nigeria (2018) code of
corporate governance for banks and other financial
institutions in Nigeria defined corporate governance
as the process by which the business activities of an
institution are directed and managed.

Adeusi, Akeke, Aribaba and Adebisi (2021), explain
that corporate governance is a set of rules and
incentives through which the management of an
organization is being directed and controlled.
However, Lemo (2019) emphasized that corporate
governance consists of body of rules of the game by
which companies are managed. This view was
extended by Demaki (2011) that corporate
governance is an institutional arrangement that checks
the excesses of controlling managers. The whole
essence of corporate governance according to Kajola
(2019) is to ensure that the business is run well and
investors receive a fair return. A firm is said to have
observed corporate governance rule if the firm is
managed with diligence, transparency, responsibility
and accountability aimed at maximizing shareholders'
wealth, (Pandy, 2018). Akinsulire (2018) explained
that, corporate governance is a term which covers the
general mechanisms by which management is led to
act in the best interest of the company owners.
Corporate performance according to Adegbemi et al.,
(2021) is an important concept which relates to the
ways and manners in which the resources (human,
machine, finance) of an institution are effectively used
to achieve the overall corporate objective of an
organization. What keeps an organization in business
is simply its ability to judiciously use its available
resources and make sure that the providers of
economic resources and its managers mutually benefit
from the use of the resources. Though there exist
different views with respect to how scholars integrate
the concept of corporate governance, but the bottom-
line is that they tend to point towards the same
direction which is to ensure the well-being of the
owners of organizations and the firm.

Corporate Governance is largely concerned with
governing the relationship between shareholders and
directors. The concept of Corporate Governance is
primarily concerned with the process of customs,
policies, system, laws and regulations as been applied
in organizations (Alo, 2007). In this regard, it is
defined as the structure of relationships within the
entity for making decisions and implementation.

146 |
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Corporate governance also refers to how organization
is run, that is, how the resources of an organization are
employed in pursuance of the set goals of the
organization (Chienjien, 2019). According to the
Organization for Economic Co-operation and
Development (OECD), Corporate Governance
structure specifies the distribution of rights and
responsibilities among different participants such as
the shareholders, boards, managers and other
stakeholders in the corporation and spells out the rules
and procedure for making decisions on corporate
affairs. Corporate governance includes corporate
discipline, transparency, independence,
accountability, fairness, social responsibility, timely
and accurate disclosure of all material matters relating
to a company including the situation of financial
performance, ownership and governance
arrangements (Hassan, 2019). Good corporate
governance regulates the relationship between
organizations stakeholders, their boards' members
and management team (Hassan 2019). According to
Oladejo (2019), corporate governance would include
the relationship between stakeholders, creditors and
corporations; between financial markets, institutions
and corporations; and between employees and
corporations. Corporate governance would also
encompass the issue of social responsibility, including
such as aspects as the dealings of firms with respect to
culture and the environment.

2.2 Review of empirical studies

The following empirical reviews were conducted and
focussed on effects of board size, foreign directors'
composition, board composition and female directors'
composition on financial performance of listed firms.
Empirical studies on board size seem to provide the
same conclusion; a fairly clear negative relationship
appears to exist between board size and firm value.
Too big a board is likely to be less effective in
substantive discussion of major issues among
directors in their supervision of management.

Okpanachi, Gambo and Suleiman (2021) examined
corporate governance principles application and the
financial performance of deposit money banks in
Nigeria: An impact assessment. A hypothesis was
formulated and tested in line with the main objective
of the study. The study used both descriptive and
historical research methods, while the sample size of
six banks was determined using judgmental sampling
technique and data collection was through secondary
source. The t-test analysis technique was adopted to
estimate the relationship between the application of
Corporate Governance principles of board size and
financial performance. Findings proved that there is
no significant relationship between board size and
banks' financial performance. The paper suggests that
other Corporate Governance indices must also be
considered in measuring the financial performance of
Deposit Money Banks in Nigeria for value

improvement and accountability.

Also in Nigeria Abdulazeez et al., (2021) investigated
corporate governance and financial performance of
listed deposit money banks in Nigeria for a period of
seven (7) years (after consolidation). Data for the
study were quantitatively retrieved from the annual
reports and accounts of the 15 sampled banks. Multico
linearity test was conducted via Pearson correlation
and further confirmed through VIF test. Regression
was used to analyze the data and it was found that
larger board size contributes positively and
significantly to the financial performance of deposit
money banks in Nigeria.

In Sri Lanka, Danoshana and Ravivathani (2021)
carried out an investigation on the association
between organizational governance and financial
performance. Data from 65 sampled firms for the
study was subjected to regression analysis and the
result revealed that organizational governance
mechanisms of board size has considerable effect on
organizational financial performance because board
size was found to be positively associated with
organizational financial performance.

Another investigation on organizational governance
was carried out in Pakistan with specific data drawn
from the cement industry. The investigation
considered the association between organizational
governance and companies' financial performance
(Cheema & Din, 2021). Panel data covering 15
organizations operating between 2010 and 2019 in the
cement sector in Pakistan was used. Relevant
information was extracted from financial statements
of the selected companies. The results showed that
board size has no considerable association with
financial performance.

Similarly, Ajola et al., (2021) studied the effect of
corporate governance on the performance of Nigerian
banking sector using the Pearson Correlation and
Regression to analyze the relationship between
corporate governance variables and banks'
performance and found that a negative but significant
relationship exist between board size and the financial
performance of the selected banks covering a period
of five years. Bawa and Lubabah (2021) examined
corporate governance and financial performance of
banks on twelve banks in Nigeria covering a period of
five years (2015-2019) and found negative
relationship between board size and financial
performance of banks. However, the study carried out
by Akpan and Rima (2021) on eleven (11) selected
banks in Nigeria using linear regression analysis
arrived at a conclusion which also tallies with the
finding of Asiyagwu (2021) which states that there is a
positive relationship between board size and firm
financial performance. Mansi and Reeb (2020)
argued that larger board is better than smaller board
size in that larger board sizes have the ability to push
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the managers to track lower cost of debt because
creditors believe that such firms are more effective in
monitoring of accounting process. This position is in
consonance with the findings of Adeusi et al., (2021)
who also examined the effect of board size on the
performance of ten selected banks for a period of six
years (2014-2019) using econometric model of linear
regression and found that increasing number of board
size increases the performance of banks. The findings
of Prakash and Martin (ND) on a study of corporate
governance and efficiency in Nepalese commercial
banks revealed that bigger board size lead to efficiency
in commercial banks.

From the foregoing literature reviews, it is clear that
most of the studies focused on the banking sector and
ignored other sectors of firms listed in the Nigerian
Exchange Group. The results of these studies may
change if other areas such as the oil and gas sector is
considered for investigation.

A foreign director refers to any person engaged with a
position on the board of a corporation in an external
territory or a country outside his/her citizenship by
birth. In other words, a foreign director is any person
who holds appointment, whose address as shown in
the register of the certificate of incorporation in which
the details of his appointment is recorded in a place,
state or country outside Nigeria or external territories.
Nigeria is characterized by different ethnicity groups,
religious beliefs, language barriers, and political
sentiments. Therefore, having foreign directors on the
boards could enhance financial performance of the
organization because the foreign directors with
requisite skills, expertise, experience and related
knowledge bring in ideas, which in turn enhances the
quality of decision making resulting to improved
firm's financial performance (Azmi & Barrett, 2021).
More so, a foreign director would like to protect
his/her integrity, reputation and professional
competence with creativity and innovation to manage
the relationship between the boards and stakeholders
leading to an improvement in the firm's financial
performance (Maran & Indraah, 2020). More
importantly, foreign directors may have different
educational and cultural backgrounds, giving them
different attitudes to problem-solving as well as
valuable knowledge of other markets. Maulis, Wang
and Xie (2021) in their studies, unveiled that foreign
directors create market value, product innovation,
skills acquisition in the areas of finance and
technology which improve financial performance of
firms. This necessitates investors to make better
decisions regarding increase in their investment with
the company. According to Wan (2019), foreign
directors improve decision making, policies and
procedures and business networking. This means that
foreign directors have what it takes to move the firm
forward in terms of performance. Despite various
evidence and literature on accounting and finance

supporting the role of foreign directors to have the
capability and requisite knowledge necessary to
improve a firm's financial performance, the findings
from numerous empirical studies are inconclusive.
The outcome of some studies having foreign directors
on the boards yield positive results, while others are
negative. Oxelheim and Randoy (2018) adduced that
the market value of Norwegian and Swedish
companies increases when they have foreign directors
from Britain and America on their boards. The
findings of the study show that these directors bring in
an idea from their country's corporate governance
which is quite different from those of Sweden.

Enhanced director independence is basically
appealing because a director closely related in any
form to the Chief Executive Officer (CEO) would find
it more difficult to out rightly reject an abnormal pay
package, challenge the rationale behind a proposal
and unfruitful takeover, merger plan or being
unnecessarily afraid for effective monitoring.
Empirical studies on the effect of board membership
and structure on firm performance generally shows
either mixed or opposite results. Some studies find
better performances for firms with boards of directors
dominated by outsiders (Weisbach 1998; Olayinka
2019), while Forsberg (2019) finds no relationship
between the proportion of outsider, directors and
various performance measures Weisbach, (1988),
Hermalin and Weisbach (1991), (Choe & Lee as cited
in Sanda, et al, 2005), posited that the proposition of
board composition is to help reduce agency problems.
From this position, a positive relationship is expected
between firm performance and the proportion of
outside directors sitting on the board. Conflicting
empirical evidence has evolved with respect to board
composition in the recent past. There exist mixed
results from empirical studies on the effects of board
composition and performance. Kajola (2019)
examined corporate governance and firm
performance on some Nigerian listed banks between
2010 and 2018 using 54 manufacturing firms that are
listed. The data obtained were analysed using multiple
regression and found no significant relationship
between board composition and firm performance.
This outcome has also, the support of (Sanda et al,
2005; Bawa & Lubabah 2021) who further added that
the performance of banks tends to be worse when
there are more external board members.

Akinyomi and Olutoye (2015) examined corporate
governance and financial performance of Nigerian
banks using three indicators of corporate governance
mechanism (board composition, board size and
directors' interests) which were incorporated in the
study. Relevant information was extracted from
audited financial statements of the 15 selected banks
and the results of the regression analysis revealed that
the existence of positive but non-statistically
significant association between board composition
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and financial performance on one hand; and board size
and financial performance on the other hand. It
recommended that in order to prevent distress in the
banking sector, there should be a regular review of the
corporate governance codes so as to reflect current
social, environmental, technological and economic
situations

However, the findings of Prakash and Martin (2021)
on twenty-nine (29) Nepalese banks for a period of six
(6) years (2014-2019) via the use of regression
analysis, shows that outside directors have positive
and significant effect on the bank performance. This is
also the position taken by (Bawa & Lubabah 2021 and
Ezzamel & Watson 1993). Klein (2002) and Benerd,
Chrauroue & Courteau (2020) argued that the board of
directors' ability to monitor and advise a firm depends
on their influence, competence and experience. This
will reduce fraud and increase performance.

Bhagat and Bolton (2020) related corporate
governance to performance in the light of the
Sarbanes-Oxley Act. They separated the companies
on the basis of time-frame of prior year 2002, and the
second group beginning from year 2002 upwards.
This was done to reveal how the different regulations
could have affected the companies' financial
performance within the time periods. Relevant
information was extracted from governance data
bases. Put together, it was reported that there was
variation in the association between board
independence and companies' financial performance
in the pre- and post- 2002 era. The study documented a
negative association between board independence and
financial performance in the pre-2002 era, while in the
post-2002 era, they found a positive association
between board independence and operating
performance.

Furthermore, in China Sami, Wang and Zhou (2020)
made their study stand out by using a compound
indicators of organizational governance in
investigating the effect of organizational governance
on firm financial performance and appraisal in China.
With a theoretical foundation in the agency theory,
return on assets, return on equity and Tobin's Q were
used as the dependent variables in their model. The
outcome of the investigation after regression analysis
on data obtained from a sample of 32 listed firms
supported the hypothesis that concentration of board
independence has positive and significant effects on
organizational financial performance and appraisal.
From the literature reviews it can be seen that board
independence has mixed effect on the financial
performance of listed firms despite the fact that board
composition has qualified and experienced members
and people of proven integrity as emphasised by the
code of corporate governance.

Previous literatures indicate that women are
specialized in different tasks as a result of the

requirements of nature. As a result, there have been
arguments and counter arguments about women
exhibiting important characteristics necessary for
good corporate governance. Specifically, it has been
argued that women are meticulous, risk averse, skilled
in accounting and finance and good decision-makers
(Azmi & Barrett, 2021). This makes several
researchers to have recently focused on the effects that
female executives and directors may potentially have
on the firm's financial performance and market value.
Numerous scholars, such as Adams & Ferreira (2020)
document that female directors may have positive
impact on firm performance and market value.
Similarly, Nielsen and Huse (2019) also document
that female directors reduce the level of conflict in
corporate boards and they use board development
activities such as work instructions, evaluations, and
development programs to improve board
effectiveness.

Numerous empirical studies on the relationship
between women directors and financial performance
of firm are not consistent. Some studies have found a
positive relationship between women directors and
financial performance while others have found no
association or even a negative relationship. In fact,
many scholars suggest that having women in the board
does not necessarily improve firm performance.
Watson (2002) shows that after controlling for the
industry and age of the firm, there are no significant
differences between male- and female-controlled
firms. Nevertheless, he also finds some evidence to
suggest that female-controlled firms may outperform
male-controlled firms. Using Danish data, Rose
(2007) reports that there is no significant relationship
between firm performance and female on board
representation. Adams and Ferreira (2020) in their
study found that the average effect of women directors
on firm performance is negative. This does not mean
that there is no positive impact of having women on
board of directors; they may improve financial
performance in companies, but with weak corporate
governance.

On the other hand, Krishnan and Park (2005)
investigated the association between female directors
and return on total assets for 679 companies from the
Fortune 1,000 data base. The findings of the study
show a positive relationship between having women
in management teams and financial performance.
Similarly, Carter, Simkins and Simpson (2018)
examined the association between Tobin's Q and the
involvement of women in the boards of the Fortune
1,000 companies and unveiled a significant positive
association.

The findings of these studies indicate that the presence
of women in the boards or involvement of women in
the management teams might improve a team
performance, as this may bring in different ideas or
opinion that will result to greater range of perspectives
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which result in good decisions and better
performance.

2.3 Theoretical Review.

Agency theory sees the directors as the agents of the
shareholders and therefore, the need for them to act in
their best interest. Under this relationship the agent
may not always act in the best interest of the principal.
An agency problem therefore, arises from the
separation of ownership (principal) and managers
(agent) in the organization. Agency theory believes
that managers (agents) may pursue opportunistic
behaviour which may be in conflict with the goals of
the owners (principal) and hence destroy
shareholders' wealth. Advocates the agency theory
approach see board of directors as an economic
institution that helps to solve the agency problems
inherent in managing economic organizations
(Hermalin & Wesbach 2000).

Agency theory is directed at the ubiquitous agency
relations in which one party (the principal) delegates
work to another (the agent) who performs that work.
The theory is concerned with resolving the problems
that can occur in agency relationships. The first is the
agency problem that arises when (a) the desires or
goals of the principal and agent conflict and (b)it is
difficult or expensive for the principal to verify what
the agent is actually doing. The second is the problem
of risk sharing which arises where the principal and
agent have different attitudes towards risk. The
problem here is that the principal and the agent may
prefer different actions because of the different risk
preferences.

Jensen (2019) as a way to reduce agency cost relating
to free cash flow, suggested that debt creation enables
managers to effectively bond their promises to pay out
future cash flows, to motivate cuts in expansion
programs and the sale of those divisions that are more
valuable outside the firm and not to waste cash by
investing them in uneconomic projects and the
controlled hypothesis is more important in
organizations that generate large cash flows but have
low growth prospects. Although agency theory is the
dominant perspective in corporate governance
studies, it has been criticised in recent years (Blair
1995) due to its limited ability to explain sociological
and psychological mechanisms inherent in the
principal-agent interactions (Davis & Thompson
2019). For example, outside directors as emphasized
by agency theory with only legal power may not
possess sufficient expertise and seldom to have close
societies with top management.

3.0METHODOLOGY

Ex-post facto research design was adopted in this
study because the phenomenon of this study has
already occurred. According to Adefila (2019) this
research design applies in situation where the research
does a systematic empirical inquiry into the

l‘ @ ANAN

phenomenon without a direct control of the
independent variables since their manifestation had
already occurred.

The population of the study was all the ten (10) oil and
gas firms that are listed in the Nigerian Exchange
Group and appearing on the Nigerian Exchange
Group (NGX) Fact Book as at 31" December, 2022.
The population of this study is specifically selected
because the main objective of the study is to assess the
effects of corporate governance characteristics on
financial performance of listed oil and gas firms in
Nigeria hence, the selection of the population of the
study concentrated only on the oil and gas sector.

The sample size of this study is eight (8) listed oil and
gas firms operating in Nigeria and it was drawn from
the population of ten (10) listed oil and gas firms in
Nigeria. The sample size was arrived at using
purposive/judgmental sampling method after setting
some criteria based on the population of the study
where all the sampled firms that met them had a
chance of being selected. The criterion was that the oil
and gas firm must have a published annual report and
accounts over the period of the study covering 2008-
2022. The reason behind adopting this criterion is that
firstly, financial statements and Fact-Book of the
Nigerian Exchange Group provide the relevant data to
analyse the variables of corporate governance and
financial performance of oil and gas listed firms.
Secondly, meeting the strict requirements of listing of
the Nigerian Exchange Group (NGX) indicates their
deep sense of commitment towards doing business in
Nigeria.

This study utilized secondary method of data
collection extracted from the financial statements and
corporate websites of the sampled oil and gas firms
listed on the Nigeria Stock Exchange covering the
period of 15 years (2008-2022) under consideration.
The period was considered because of the increasing
awareness of the issue of corporate governance
following the collapse of many reputable firms
globally.

This study limited its data collection to the use of
companies' annual reports and corporate websites for
the following reasons. Firstly, information from
companies' corporate annual reports and websites are
the main source of corporate documents that
represents a company and are widely used as the main
medium of communication for conveying corporate
activities to stakeholders. Secondly, in developing
economies such as Nigerian corporate websites and
annual reports are the most accessible and mandatory
source of information concerning a company's general
performance including financial performance.
Therefore, the justification for using data from
Nigerian Exchange Group is that being listed shows
their deep sense of commitment to business in
Nigeria.
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For the purpose of finding the effect of corporate
governance characteristics of board size, foreign
directors, composition, board composition and female
directors as independent variables on financial
performance as the dependent variable a multiple
regression analysis was adopted and the functional
relationship is given as follows.

Roa=f(bsz,fod,bco,

With the aid of this equation the study arrives at a
model which is presented as follows

Roai, = B0 + Blbszi,, + p2fodi,, + B3bcoi,, + P4fdri,, +
Uila
Where, Roa=Return on Assets

bsz=Board size

fod=Foreign directors' composition

bco=Board composition

fdr=Female director composition

Descriptive statistics was first employed to analyse

Chanan

the data collected and this specifically provided
information on the mean, standard deviation,
minimum and maximum values of all the variables. In
addition, correlation analysis using the Pearson
correlation technique was also employed to examine
the nature of association between the variables of the
study.

The following robustness tests were conducted to
enrich the analysis of the data
i) Multicollinearity test; using Variance
Inflation Factor (VIF), Tolerance (T)
values.
ii) Serial Correlation using Durbin Watson
Statistics
The following shows how the dependent variable
and independent variables were defined and
measured as shown in Table 1.

Table 1. Variables, definition Measurement and Sources

S/N Variables Measurements Sources
Dependent
1 Return on Assets (Roa) Net Profit/total Assets (Akpan & Riman, 2021)
Independent
1 Board size (BS) This is th e total number of  (Ahmad, 2021)
directors sitting on the board
at end of the year
2 Foreign Directors’ This is the proportion of Akpan (2021).
Composition (FOD) foreign directors on the
board to total board size at
end of the year
3 Board Composition This is the proportion of Akpan (2021).
(BCO) nonexecutive directors on
the board to total board size
at end of the year
s4 Female Directors’ This is the proportion of Akpan (2021).

Composition (FDR)

female directors on the board

to total board size at end of
the year

Source: Compiled by the Researcher

4.1 Results and Discussion

Table 2 shows the summary descriptive statistics of
the dependent and independent variables in terms of
the mean, standard deviation, minimum and
maximum values. Roa had a mean of 0.146 with a
standard deviation 0f 0.316, a minimum of -0.17 and a
maximum of 2.3 suggesting that there is wide

dispersion in financial performance of listed oil and
gas firms in Nigeria because some of the firms are
more profitable than others. The values show that the
most profitable firm made a profit of 233% while the
least profit was a loss of 17% over the period of the
study.
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Table 2 Descriptive statistics of variables

Chanan

Variables  Obs Mean Std Deviation Minimum Maximum
Roa 112 0.146 0.316 -0.17 2.33
Bsz 112 9.289 1.973 5 13
Fod 112 0.104 0.089 0 0.33
Bco 112 0.671 0.104 0.43 0.9
Fdr 112 0.8 0.096 0 0.38

Source: SPSS Version 23 Outputs

Board size (Bsz) had a mean of 9.289 with a
standard deviation of 1.973, a minimum and
maximum values of 5 and 13 respectively. This
also suggests a wide dispersion in board sizes of
listed oil and gas firms in Nigeria because some of
the firms have small board sizes compared to
others. Also, foreign directors' composition had a
mean and standard deviation values of 0.104 and
0.089 respectively, implying that that there is no
wide dispersion in foreign directors' composition
of listed oil and gas firms in Nigeria. This equally
implies that the rate of having foreign directors on
the board of listed oil and gas firms in Nigeria is
similar. Board composition had a mean value of
0.671 and a standard deviation of 0.103 showing
that there is a wide dispersion between board
composition of oil and gas firms in Nigeria. This
may be due to large differences in the board sizes

of the sampled firms, which is a determinant of
board composition. Female directors'
composition had a mean value of 0.080 and
standard deviation of 0.096 which was a proof
that there is no much dispersion in the number of
female directors serving in the boards of listed oil
and gas firms in Nigeria. The study can infer from
this that Nigerian listed oil and gas firms have a
similar policy of appointing female directors in
their corporate boards.

The correlation between the dependent and
independent variables are presented in table 3
and it showed that there was a negative
correlation between the dependent variable
(Roa) and all the independent variables of the
study with the exception of foreign directors'
composition.

Table 3 Correlation Matrix of Dependent and Independent variables

Variables Roa Bsz Fod Bco FDR VIF
Roa 1.000

Bsz -0.268 1.000 1.50
Fod 0.061 -0.574 1.000 1.74
Bco -0.170 0.138 -0.344 1.000 1.18
Fdr -0.142 0.171 -0.220 0.087 1.000 1.09

Source: SPSS Version 23 Outpu ts

This implies that as the board size, board composition
and female director composition reduce, the level of
financial performance of listed oil and gas firms in
Nigeria also increases. On the contrary, as the variable
of foreign directors' composition increases the level of
financial performance of listed oil and gas firms in
Nigeria also increases. Kaplain (1982) as cited in
Hussain, Islam and Andrew (2018) suggested that
multicollinearity may be a problem when the
correlation between independent variables is 0.9 and
above where as Emory (1982) considered more than
0.80 to be problematic.

Therefore, it was evident from the above table that the
magnitude of the correlation amongst the explanatory
variables generally indicates no severe
multicollinearity problems in the study because the

highest correlation coefficient is 0.574 between Fod
and Bsz. To determine the presence of collinearity
problem, a Variance Inflation Factor (VIF) test was
carried out and the results provided evidence of the
absence of collinearity because the results of the VIF
test ranged from a minimum of 1.09 to a maximum of
1.74 and a mean of 1.38. VIF of 5.00 can still be a
proof of absence of collinearity (Neter, Kutner,
Nachtsheim & Wasserman (1996). Furthermore, the
Durbin Watson statistics of 1.552 indicates the
absence of first order autocorrelation of the variables
inside the error term of the model.
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The regression results of Ordinary least square (OLS) are presented in table 4

Table 4 Regression Result (OLS)

Ind. Variables Coefficients OLS T- Values OLS P-Values OLS
Constants 1.144 4.18 0.000
Bsz -0.060 -3.64 0.000
Fod -0.626 -1.60 0.112
Bco -0.505 -1.83 0.070
Fdr -0.501 -1.75 0.083
R-Squared 0.139

Adjusted R- 0.111

Squared

F-Value 4.96

P- Value F 0.0010

D. Watson 2.083

Source: SPSS Version 23 Outputs

From the regression result, the coefficient of
determination (R-Square) with a value of 0.139
signifies that about 13.9% of the total variations in the
financial performance has been explained by the
explanatory variables taken together. The adjusted R-
Square shows that even after adjusting for the degree
of freedom, the model could explain about 11.1% of
the total variation in return on assets of listed oil and
gas firms in Nigeria while the rest 89.9% was
explained by other factors not captured in the model.

From the empirical results of the regression analysis
above on the basis of the overall statistical
significance of the model as indicated by the F-
statistics, it was observed that the overall model was
statistically significant since F-Change is 4.96. Also
since the p-value of 0.001 for F was less than 5% level
of significance, this showed that there was a
significant linear relationship between financial
performance of listed oil and gas firms in Nigeria and
the explanatory variables (board size, foreign
directors, board composition and foreign directors).

4.3 Test of hypotheses and discussion of findings.

The regression results in table 4 showed that board
size has a negative coefficient and p-values of -0.060
and 0.000 respectively, indicating that board size has a
negative and significant effect on the financial
performance of listed oil and gas firms in Nigeria. The
implication of this is that as board size reduces the
financial performance of listed oil and gas firms in
Nigeria increases. Thus, on the basis of this finding the
study rejects the null hypothesis which stated that
there is no significant effect of board size on financial
performance of listed oil and gas firms in Nigeria
because the table shows that probability value of
0.000% 1is less than 0.05% level of significance
(0.000% < 0.05%). This finding is in line with those of
Bawa and Lubaboh (2021); Ajola (2021) and
Okpanachi (2021). This finding is inconsistent with
the studies conducted by Danoshena and Ravivathani
(2021); Abdulazeez, Ndibe and Mercy (2021) who
documented that there was a significant and positive

effect of board size on financial performance.

Considering foreign directors in table 4, the OLS
estimated that foreign directors has a negative and
insignificant effect on the financial performance of
listed oil and gas firms in Nigeria with coefficients and
p-values of -0.626 and 0.112 respectively. The
implication of this is that as the number of foreign
directors on the board of these oil and gas firms
decrease, the financial performance of listed oil and
gas firms in Nigeria is not affected. Based on this
finding the study fails to rejects the null hypothesis
which stated that there is no significant effect of
foreign directors' composition on financial
performance of listed oil and gas firms in Nigeria
because the table shows that probability value of
0.112% is more than 0.10% level of significance
(0.112% > 0.10%). This finding is not in tandem with
those of Oxelhelm and Randoy (2018 who found that
there was a positive and significant effect of foreign
directors on financial performance.

Furthermore, the OLS in table 4 agreed that board
composition has a negative and significant effect on
the financial performance of listed oil and gas firms in
Nigeria at 10% level of significance with coefficient
and p-values of -0.505 and 0.070 respectively. This
implies that as board composition decreases, the
financial performance of listed oil and gas firms in
Nigeria increases. Therefore, on the basis of this
finding the study rejects the null hypothesis which
stated that there is no significant effect of board
composition on financial performance of listed oil and
gas firms in Nigeria because p-value of 0.070<10%.
This finding corroborates that of Bhat and Bolton
(2020) who found that there was negative and
significant effect of board composition on financial
performance. However, this finding is not consistent
with that of Prakash and Martin (2002); Akinyomi and
Olutoye (2015) who found a significant and positive
effect of board composition on financial performance.

Considering female directors' composition, the OLS
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in table 4 estimates that female directors' composition
has a negative and significant effect on the financial
performance of listed oil and gas firms in Nigeria at
10% level of significance with coefficient and p-
values of -0.501 and 0.083 respectively. This implies
that as the proportion of female directors reduce the
financial performance of listed oil and gas firms in
Nigeria increases. On the strength of this finding the
study rejects the null hypothesis which stated that
there is no significant effect of female directors'
composition on financial performance of listed oil and
gas firms in Nigeria because the table shows that
probability value 0f 0.083% is less than 0.10% level of
significance (0.000% < 0.10%). This finding is
consistent with those of Rose (2007) who found a
significand and negative effect of female director on
firm financial performance. It opposes those of Carter,
Simpskin and Simpson (2021) who documented that
there is a positive significant effect of female director
composition on financial performance of firms

5.0 CONCLUSIONS AND
RECOMMENDATIONS

Based on the results of the study the following

conclusions were made

The study concluded that foreign directors'
composition had a negative and insignificant effect on
the financial performance of listed oil and gas firms in
Nigeria.

Furthermore, it was concluded that board composition
had a negative and significant effect on the financial
performance of listed oil and gas firms in Nigeria.

Similarly, it was also concluded that female directors'
composition has a negative and significant effect on
the financial performance of listed oil and gas firms in
Nigeria.

Based on the conclusions of the study. It is
recommended that top management of listed oil and
gas firms in Nigeria should be retaining small board
sizes because large board size reduces the financial
performance of the firms. It was also recommended
that management of listed oil and gas firms in Nigeria
should be retaining small composition of foreign
directors, board composition and female directorship
to enhance financial performance of'the sector.
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