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AUDIT COMMITTEE ATTRIBUTES,
BOARD ATTRIBUTES AND
MARKET PERFORMANCE

OF LISTED DEPOSIT MONEY
BANKS IN NIGERIA

Abstract

This paper aims to discover the association between various audit committee and
board attributes and the market performance of listed deposit money banks in Nigeria.
The study intends to determine the influence of audit committee size, gender diversity,
expertise, board size and board shareholding on market performance (measured by
Tobin Q). Panel data was gathered from twelve (12) banks listed on the Nigerian Stock
Exchange from 2013 to 2017. The study used fixed and random regression analysis.
The results concluded that the association between audit committee size, board size
and Tobin Q was negatively significant. There was a positively significant impact of
audit committee gender diversity and audit committee expertise on Tobin Q. The study
showed a positive but insignificant influence of board shareholding on market perfor-
mance. The results imply that weakness in governance structures might lead to lower
market performance. This study recommends that firms ensure that appointment cri-
teria prioritize knowledge and competence, and regulatory bodies are also encouraged
to track the compliance of listed firms with corporate governance regulations.

Keywords corporate governance, audit committee, board of
directors, market performance, deposit money banks
JEL Classification G21, G34, 125, 016

INTRODUCTION

Banks dominate in providing substantial access to adequate credit ser-
vices for various individuals in many countries. They offer both na-
tional and international funds, resources and investments designed to
impact the country’s economic growth. Financial investments are ex-
tremely important to diverse types of banking enterprises in countries
with developing markets (Ogura, 2018). Developing a market-oriented
and viable financial system is vital for all firms in all industries, and
market performance, market stability and profitability are key indica-
tors of an entity’s growth (Acharya, 2017). Ultimately, market perfor-
mance is a crucial factor for investors and is affected by diverse func-
tions and components used by entities to achieve both internal and ex-
ternal goal-oriented missions and visions (Aguilera & Jackson, 2010).
Financial difficulties that many companies have faced in recent years
have contributed to the need for ethical/professional standards and
controls to gain credibility in the financial accounts. These deficien-
cies allegedly exist due to conflicts of interest, board inefficiency, in-
efficiency of external auditors, lack of audit committee independence
and shortcomings in their governance structures (Adeyemo, 2012).
These challenges intensely distressed numerous institutions such as
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Oceanic bank, Intercontinental bank, Spring bank, Afribank, Wema bank, Savannah bank, Finbank,
leading to series of investment losses (Ojeka et al., 2014).

Hence, distinct external and internal frameworks have been adopted by banks and other entities to prevent
conflicts and failure (Adeyemo et al., 2020). The Nigerian code of corporate governance was revised by
the Securities and Exchange Commission (SEC) to restore investors” confidence. Constitutionally, to safe-
guard and protect the firm’s environment, Nigerian deposit money banks (DMB) are legally required by
regulators to set up adequate corporate governance factors, including the audit committees and the board,
in order to minimize agency conflicts, enhance growth, performance, profitability and overall company
value (Bilal et al., 2018). Corporate governance growth is a critical framework for the global economy as
good governance is related to international and local growth, competitiveness and strategies (Pillai & Al-
Malkawi, 2018). The framework provides procedures and guidelines for every interconnected organiza-
tional operation to ensure administrative success, profitability and reliable quality of service (Claessens
& Yurtoglu, 2013). The approaches, tactics and actions of the audit committee and the board are therefore
sometimes linked with the overall performance and success of market activities.

Despite numerous governance codes, conducts and reforms adopted by financial entities, there have
been multiple scandals where executives have acted illegally or in bad faith against their shareholders.
Nonetheless, several researchers try to assess the link between governance systems and performance, and
inquires have been made on the ability of good governance to ensure that businesses operate properly and
thus improves performance. There is a central question as to the degree of the impacts of audit committee
and board attributes on the market performance of developing or emerging countries, since they are most-
ly characterized by weak or underperforming banking institutions. Uwuigbe (2013) conducted an analysis
that was centered on corporate governance and Nigerian firms’ financial performance with an exclusion
of the financial sector. Ojeka et al. (2014) also conducted a study regarding the country’s manufacturing
sector. Therefore, given the importance of board of directors and audit committees, this study aims to add
to existing knowledge by revisiting certain governance features where there has been little or no addition
to literatures and particularly focusing on the effects of the attributes of the audit committee and board on
the market performance of banks in Nigeria, as a developing country, since previous research has focused
more on the market performance of businesses in other industries.

This study aims to explore the degree to which audit committee and board features affect the market
performance of banks in Nigeria. To conclude on the possibility that compliance of banks to gover-
nance codes might influence their market performance, the work implements one performance, three
audit committee and two board indicators. The specific objectives are therefore to ascertain the extent
to which audit committee size, audit committee gender diversity, audit committee expertise, board size
and board shareholding influence market performance of listed banks in Nigeria.

1. LITERATURE REVIEW

AND HYPOTHESES

by various parties. Some view corporate perfor-
mance as a way of proactively using the available
resources to attain the set aims and goals of a com-
pany (Marn & Romauld, 2012), others view perfor-
mance in the context of maximizing shareholder
wealth (Berger & Patti, 2002). The performance of
a firm can be analyzed when at the close of a fi-
nancial year, the shareholder achieves satisfaction

This segment discusses the concepts, theories, em-
pirical reviews and the hypotheses of this work.

1.1. Market performance

Kakanda et al. (2016a) reasoned that the durabili-
ty and growth of banks is measured according to
their corporate and financial performance. The
performance of companies is viewed differently
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compared with the start of a financial year. When
assessing a firm’s performance, different financial
ratios such as return on capital employed (ROCE),
return on assets (ROA) and return on equity (ROE)
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are applicable (Awinbugri & Prince, 2019). The
measure of firm performance used was Tobin’s Q,
because it evaluates both the market values of the
business and the book values (Ankur et al., 2018;
Ojeka et al., 2019b), it is a widely known standard
indicator of long-run company performance. The
utilization of the market value of equity will identi-
fy the future growth prospects of the business that
could occur from exogenous factors to managerial
decisions (Shan & Mclver, 2011).

1.2. Audit committee attributes
and market performance

In achieving good governance, an Audit commit-
tee (AC) has a crucial responsibility of overseeing
reporting processes and ensuring credibility and
transparency in the reports. The major goal is to
immunize the quality of presented financial re-
ports (Oliver & Grace, 2017), and other roles and
functions include ensuring that financial state-
ments are prepared according to implemented
standards, overseeing the interactions among the
management, employees and external auditors, fa-
cilitating principles and managing risk manage-
ment processes (Zraiq & Fadzil, 2018a). Studies
show that the audit committee effectiveness con-
struct is dimensional and subjective to diverse fea-
tures such as independence, size, diversity, mem-
bership mix, meetings and financial expertise
(Mohiuddin & Karbhari, 2010). Despite various
previous studies on the features of an audit com-
mittee, there has been little or no recent literature
on some important features, including gender di-
versity of the audit committee members (Ibrahim
& Al harasees, 2019). For this work, the following
indicators of audit committees are used (see the
next subsection).

1.2.1. Audit committee size

The success of an audit committee is often attrib-
uted to the resources available, that is, the number
of members in the committee. Audit committee
size is an important element for the committee to
properly oversee governance activities. The num-
ber of available members will probably assist in
overcoming issues in the course of corporate re-
porting (Li et al., 2012). According to the regula-
tory bodies in Nigeria, the maximum number of
committee memberships should be six (6), and
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regardless of the membership size, the committee
must consist of representatives of directors, as well
as shareholders. To foster effectiveness in guaran-
teeing that actions of the firm are in the interest
of shareholders, the audit committee must have
sufficient membership size to perform its respon-
sibilities appropriately. Zraiq and Fadzil (2018a)
studied the effect of an audit committee on firm
performance and found that smaller committees
with more exposure and knowledge are positive-
ly significant to firm performance, and the size
of the audit committee has an important correla-
tion with performance. Although, Afza and Nazir
(2014) showed that there is a significant negative
relationship between the size of an audit com-
mittee and firm performance because there is
little room for flexibility in a larger committee.
Theories suggest that organizations should set up
a committee not so large as to be unfavorable, but
reasonably large to guarantee successful monitor-
ing (Allegrini & Greco, 2011).

1.2.2.Audit committee gender diversity

In the performance of their duties, the attitude
and ethical conducts of the male and female gen-
der are said to be different. Previous studies show
that the audit committee gender diversity and the
involvement of a female member in committees
has an impression on the corporation’s decisions
(Ibrahim & Al harasees, 2019). Studies show that
company teams with an equal gender representa-
tion perform significantly better when it comes to
both sales and profits than male-dominated teams
(Aldamen et al., 2018). The selection of a female
audit committee member may be seen as critical
information for market participants. According
to previous literature, female members are capa-
ble of improving firm governance through their
conservative and ethical qualities (Ibrahim &
Al harasees, 2019). Studies show indications that
firms with female representation reduce the inher-
ent risk of misstatements and are associated with
lower audit fees (Mwangi et al., 2017). But, there
are also arguments to support the idea that great-
er gender diversity may have a negative effect on
the company’s management and thus may not en-
hance its information environment. Several stud-
ies suggest that greater gender diversity produces
more viewpoints and critical issues or can lead to
obstacles within the company, possible discrimi-
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nation, increase in the likelihood of conflict, and
reduction in cooperation, satisfaction, and en-
gagement (Abad et al., 2017).

1.2.3.Audit committee expertise

The expertise criteria of an audit committee were
included in Nigeria by the 2011 SEC Code and the
2006 Post consolidation CBN code, amongst oth-
er codes. Such codes require that an audit com-
mittee member must have at least financial man-
agement and accounting expertise (Asiriuwa et
al., 2018). Juhmani (2017) stated that the presence
of financial expertise would improve proficiency
and capacity to detect and prevent earnings man-
agement. Kibiya et al. (2016) also stressed that the
participation of a financially literate or competent
member in financial management would improve
the firm’s performance. Li et al. (2012) stated that
an audit committee with members who possess
the required financial expertise is more equipped
with the knowledge of necessary capital market
consequences of financial statement disclosures
that are expected to improve the quality of re-
porting and reduce the asymmetry of information.
Therefore, in accordance with regulations of the
corporate governance codes in Nigeria, the finan-
cial statement must be read and interpreted by not
less than a single member of an audit committee.

1.3. Board attributes
and market performance

The company’s decision to adopt a specific corpo-
rate governance mechanism is controlled by nu-
merous factors, including the entity’s fundamen-
tal characteristics, board attributes and other cor-
porative variables (Hay et al., 2017; Osundina et al.,
2016). Governance mechanisms adopted by banks
are used for improving organizational perfor-
mance, contributing to new and existing market
shares and improving the knowledge of business
roles and obligation. Zabri et al. (2016) stated that
the board is a very important corporate govern-
ance framework. The board performs important
and critical roles in each company. Board based
criteria are believed to be a substitute for a compa-
ny’s corporate governance, the company’s board is
obligated to control performance by reconciling
the interests of the shareholders and stakeholders.
They set strategic directions and monitor compli-
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ance with decrees and guidelines. The board will
equally be obligated to guarantee external audi-
tor’s integrity, professional skepticism and ethi-
cal consideration (Zabri et al., 2016). Previous re-
search suggested that bank governance was direct-
ly correlated with market performance (Elmagrhi
et al., 2017; Detthamrong et al., 2017; Andreou et
al., 2016). In this paper, indicators of the board in-
clude the following (see the next subsection).

1.3.1. Board size

The size of the board of directors is a vital corpo-
rate governance structure, which is crucial to the
management of any organization and essential
in monitoring corporate governance effective-
ness (Ntim & Soobaroyen, 2013). Board size is the
overall number of directors, non-executive and
executive, in the firm. Since the directors of com-
panies are alleged to affect organizational perfor-
mance, it is very essential to ascertain the appro-
priate board size of a company. Although there
is no standard board size, the Central Bank code
prescribes a minimum of five and a maximum of
twenty directors. Some businesses choose a small
board size with the expectation that control will
be effective and decision-making will be quicker,
while some prefer the larger board size with the
belief that it will lead to an expansion of expertise
because more knowledge as well as skills are avail-
able (Hussainey & Wang, 2010). Agency theory
suggests that better organizational performance
might be correlated with smaller board sizes be-
cause they are not likely to have as much problems
in organizing and communication, and are likely
to be more successful in controlling the activities
of management (Isik & Ince, 2016). While the re-
source dependency approach favors larger boards,
it states that they could be helpful in limiting re-
liance on external resources and may give better
opportunities for greater connections than small-
er boards. According to Pathan and Faff (2013),
whether small or large, the size of the board can
negatively affect bank performance.

1.3.2.Board shareholding
In literature, the impact of board ownership/
director ownership has received considerable

attention (Desoky & Mousa, 2012). Separating
control from ownership gives rise to conflicts of
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interest between investors and the board. Board
ownership influences the degree to which own-
ers’ interests are congruent with the board or
management. If directors have large stakes in
a company’s stock, their actions have an effect
on their own wealth and they are probably less
likely to take action that might decrease share-
holders’ wealth irrespective of how independent
they are (Bhagat & Bolton, 2013). Consequently,
when ownership and management interests are
combined through ownership concentration,
performance might improve. Stock ownership
by executives and members of the board gives
them an incentive to improve performance.
The output influence of board control is con-
sidered to be complex and uncertain (Scholtz
& Engelbrecht, 2015). Prior works have shown
inconclusive results, the first claims imply that
board ownership produces a balance of owner-
ship and managerial interests, which positive-
ly influences performance. If the percentage
of stocks owned by the board is high, they are
more likely to make decisions compatible with
maximizing the wealth of stockholders, since
that will increase their own wealth (Jensen &
Meckling, 1976). The second claim suggests
that high proportions of board ownership affect
performance adversely, this argument suggests
the possibility of absence in the connection be-
tween board ownership and performance.

1.4. Empirical framework

Hassan (2010) studied the corporate governance
and performance structures of nine licensed de-
posit money banks in Nigeria for the period of
2013 to 2017. The paper utilized multiple regres-
sion techniques and found no correlation be-
tween board size, board composition, directors’
shareholding, dividend policy, audit quality and
financial performance (return on assets, net in-
terest margin, Tobin’s Q and earnings ratio). The
research concluded that regulators should leave
specific concerns of board size and board compo-
sition to the preference of banks.

Maxwell and Kehinde (2012) considered a rela-
tionship between corporate governance and bank
performance by utilizing two governance met-
rics, board composition and ownership structure,
and using market value to measure bank perfor-
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mance. The study utilized cross-sectional survey
research design in analyzing data from a sample of
14 Nigerian banks quoted on the NSE. The authors
found no association between indices of govern-
ance used in the analysis and performance. The
results propose that board size should be limited
to boost performance by reducing costs, since the
board composition is not significantly associated
with performance.

Al-Saidi and Al-Shammari (2013) obtained per-
spectives on the interaction between board com-
position and bank performance by sampling nine
listed banks in Kuwait. To check this relationship,
the analysis used ordinary least squares (OLS) and
2SLS. According to the findings of the OLS, on-
ly board size and the proportion of non-executive
directors adversely influence the performance of
the banks. The 2SLS findings showed that role du-
ality has a positive effect on the performance of
a bank, while board size has a negative influence
on the performance of a bank. The study indicat-
ed their main drawbacks were smaller sample size
and length of time.

Bebeji et al. (2015) assessed the extent to which
board size and composition influence the perfor-
mance of listed banks in Nigeria. The researchers
adopted a multivariate regression analysis tech-
nique on five banks for a span of nine years. The
research recorded the effect of board size on ROA
and ROE to be negative, and the influence on bank
performance by board composition to be signifi-
cantly positive. The work suggested that firms pos-
sess sufficient board members and complexity and
should be structured to ensure diverse levels of ex-
perience without losing independence.

Jadah and Adzis (2016) evaluated the link between
board characteristics and bank performance for
20 Iraqi banks over a 10-year period from 2005-
2014. The results showed that board characteris-
tics significantly and positively impacted bank
performance (proxied by return on equity).

Shukla et al. (2018) researched the effects of
board characteristics on the market performance
of 29 Indian banks listed on the National Stock
Exchange from 2009 to 2016. Ten board features
reflected the independent variables, and the de-
pendent variable was proxied by Tobin Q. The re-
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sults showed that only three of the features (CEO
duality, average number of boards served and
number of meetings) were positively linked with
market performance.

Osemene and Fakile (2019) analyzed the efficacy of
an audit committee and the financial performance
of Nigerian deposit money banks. Return on equity
(ROE) was used as a measure of performance and
independence, financial expertise and frequency
of meetings were used as factors affecting financial
performance. The study resolved that the financial
experience and meetings of the audit committee
had substantial control over financial performance.

1.5. Theoretical underpinning
1.5.1. Agency theory

The theory sets standards for the observation of the
organizational relationship between different par-
ties. The objective of the theory is to determine the
best arrangement between the principal and the
agent. Principals are responsible for appointing the
agents to provide services on their behalf, and this
encompasses relinquishing a considerable share of
power to agents (Jensen & Meckling, 1976). The au-
dit committee and the board are therefore agents
of the principals, they are charged with monitoring
the performance of the firm in order to promote
compliance to regulations, guidelines and stand-
ards. The notion of the theory is that if the con-
cerned parties have different goals, access to infor-
mation and propensity towards risk, the wealth of
the principal may be minimized.

1.6. Hypotheses

Based on the literature review and study objectives,
the research hypotheses are specified as follows:

H:  Audit committee size has no significant impact
on the market performance of banks in Nigeria.

H:  Audit committee gender diversity has no sig-
nificant association with the market perfor-
mance of banks in Nigeria.

H:  Audit committee expertise has no significant

effect on the market performance of banks in
Nigeria.
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H;:  Board size has no significant connection with
the market performance of banks in Nigeria.

H_: Board shareholding has no significant ef-
fect on the market performance of banks in
Nigeria.

2. METHODOLOGY

The study tests the hypotheses on deposit mon-
ey banks listed on the Nigerian Stock Exchange.
Following specific filtering patterns, the study
draws twelve (12) banks from the 14 banks listed
on the Nigerian Stock Exchange from 2013 to 2017.
To arrive at the sample for the analysis, firms with-
out relevant data desired for the study were ex-
cluded. The share prices of the firms for the mar-
ket performance measure were found on the web-
site of the Nigerian Stock Exchange, and the infor-
mation with regard to audit committee and board
variables was obtained through the Corporate
Governance data provided in each annual report.

Due to the fact that most of the attributes consid-
ered in this study are mostly unobservable, var-
ious proxies were used to measure the variables.
The dependent variable, market performance, was
examined using Tobin’s Q (Ankur et al., 2018;
Adegboye et al., 2019a). The independent varia-
bles adopted in the study were audit committee
attributes, including audit committee size, audit
committee gender diversity and audit committee
expertise (Adeyemo et al., 2016), and board attrib-
utes, including board size and board shareholding
(Uwuigbe et al., 2018). Control variables were se-
lected based on past research (Ankur et al., 2018;
Gehya, 2019). This study included market leverage,
return on asset, asset tangibility, firm age and firm
size to control for the movement of share prices.
All the control variables are expected to either neg-
atively or positively influence market performance.

2.1. Model specification

This paper used multiple regression analysis, the
static panel regression estimators such as ordinary
least square (OLS); fixed effect and random effect
were used to explore the subsequent equation. The
OLS model disregarded the panel dataset by merg-
ing the construct on the variables (Adegboye et al.,
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Table 1. Variable definitions

Variables Acronym Measurements
Dependent variables
, Book value of total assets-Book values of equity+Market value of equity
Tobin’s Q TOBINQ
Book value of total asset
Independent variables
(Audit Committee Size . ACSIZE s DYETAN NUMber of audit committee members
é:igecromm'ttee ACGENDER
pacmmitee o
BoardSize . BSIZE .
Board Shareholding BSHARE Number of shares held by board members to the total number of firm shares.
Control variables
Firmsize & SIZE Natural logarithm of firm’s total assets
LeVerage Y o011 1BbIlIties/TotAl @sSEES
Firm asset tangibility TAN
Retumonequity RO .
Firm age AGE Natural logarithm of year under observation less year of listing on Nigerian stock market.

2019b; Detthamrong et al., 2017). The error term
of the fixed effect specification assumed a con-
stant variance over time and serially uncorrelated,
while the random effect specification controlled
for heterogeneity (Boudriga et al., 2010). The study
applied the Hausman test to pick the appropriate
estimators between random and fixed effects. The
regression models are stated as follows:

Perf, = B, + B Audit, + ,Board,, +
+B,LEV, + B, Tan, + B,Age, +
+ﬂ6Sizeit + ﬂ7ROEit + ﬂit 2

1)

where t = Annual year for firm i; Perf = Market
performance; Audit = Audit committee attributes;
Board = Board attributes; Lev = Leverage; ROE =
Return on equity; Tan = Firm asset tangibility; Age
= Firm age; Size = Firm size; and y = error term.

3. RESULTS AND DISCUSSION

3.1. Descriptive statistics

Table 2 summarizes the descriptive statistics of
all study variables. It has been observed that mar-
ket performance (TobinQ) is 0.988, the observed
minimum is 0.834, while the maximum is 2.604.
Audit committee size has an average of five mem-
bers approximately, whereas the largest comprised
of nine members, and the smallest included three
persons only. The average proportion of female
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membership in the audit committee was approxi-
mately 1, with a maximum of four members, while
several businesses had no female members at all.
The data revealed that the average number of au-
dit committee members with expertise was 0.842.
Board size arrays from 20 members to seven mem-
bers with an average of 14 members approximate-
ly. The mean of board members ownership was
0.06, with a maximum of 0.378 and minimum of
0 board ownership. Overall, there is quite no sub-
stantial variation in the sample. The dependent
variable shows no wide variation in the sample.

Table 2. Descriptive statistics

Variables Mean Std. dev. Min Max
Market performance
TobinQ 988 1 228 | 834 : 2604
Audit committee attributes ‘
ACSIZE 5.362 1.36 3 9
ACGENDER 1175 1167 0 | 4
ACEXP . 84 92 . 0 | 3
Board attributes ‘
BSIZE 14.233 3.191 7 20
BSHARE 06 093 0o . 378
Control variables
LEV .365 167 —498 i 677
Slze : 9157 368 8.195 9748 -
ROE a1 141 —8 275
AN 026 o5 0 055
Age S 1052 481 0 1672 -
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Table 3. Correlation matrix
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Variable  TobinQ : ACSIZE | ACGENDER : ACIND :| BSIZE : BSHARE : Size : LEV . ROE TAN :Age
TobnQ o1 - T S N S N Rt S A S -
ACSIZE -0.0913 1 - - - - - - - - -
ACGENDER - =0.144 - 0417 | 1 =TT e e T T T
ACIND ..0.70.232 00678 1 0302° . L T S ST S S S T T
BSIZE ~0.280" | 0.0815 0.325 0.241 - - - - - -
BSHARE | 0001 00637 03757 03787 S N = - = S
Size | ......00265 104087  -0.140 -0.0797 L0114 -
LEV -0.0341 | —0.0550 |  —0.0863 0.385" -0.00702 -
ROE ... 06567 0286  -0185  -0.282 700772 -
TAN 0132 © 0282 0.222 -0.0503 -0.184 -
‘Age  -0139 0198 @ 05697 0247 | 0764 | 0276 1

Note: * p <0. 05, ** p<0.01, and *** p < 0. 001.

3.2. Correlation matrix

Table 3 shows the correlation matrix carried out to
check for multicollinearity amid the study varia-
bles. The table illustrates that the correlation of au-
dit committee and board attributes with firm mar-
ket characteristics included together in the model
specification is minimal. Thus, there is no concern
for multicollinearity in the study.

3.3. Regression analysis

Table 4 displays the regression results that analyze
the modulating influence of audit committee and
board attributes on Tobin’s Q. However, due to the
limitation of OLS regression in financial perfor-
mance studies, the emphasis was on fixed effect and
random effect regression. Moreover, the fixed effect
and random effect regressions are presented in Table
4, and the Hausman test suggests that random effect
regression is more adequate for inference of the re-
sult at a p-value of 0.459 with R*= 0.425.

The research finds a negative significant relation-
ship between ACSIZE and TobinQ. The negative
effect indicates that increased audit size could
weaken market performance. This result identifies
that committee size should be minimized to effec-
tively function and positively contributes to mar-
ket performance. The outcomes conform to stud-
ies of Al-Matari et al. (2012). However, this dis-
putes the works of Tahir et al. (2014) and Ahmad
and Sallau (2018), who instead found a positive as-
sociation of ACSIZE with performance.

In addition, the results deduce a positively signifi-
cant influence of ACGENDER on TobinQ. This re-
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sult promotes the perspective that more diversity
in the audit committee is equal to enhanced mar-
ket performance. Consequently, the amount of fe-
male representation in the committee should be
increased so as to enhance performance. This fol-
lows the studies of Shaba et al. (2016) and Reguera-
Alvarado et al. (2017), who also revealed a positive
association between gender diversity and perfor-
mance. Though, this disputes the work of Ankur et
al. (2018), who found a negative influence on per-
formance. Looking at the ACEXP, increased audit
committee expertise positively and significantly
influences market performance. This implies that
the availability of more members with expertise
significantly leads to an increase in market per-
formance. Hence, members of the committee are
expected to be proficient financially with the in-
tention of enhancing performance. This imitates
the studies of Ojeka et al. (2015) and Osemene and
Fakile (2019) with identical positive findings.

Table 4 also inferred that BSIZE negatively and sig-
nificantly influences market performance at p-val-
ue of 0.01. This specifies that increased board size
might not actually translate to better market per-
formance, and large boards are equivalent to more
opinions, which might cause conflicts, limit faster
decision makings and reduce performance. This
replicates the negative results of Maxwell and
Kehinde (2012), Shaba et al. (2016) and Adegboye
et al. (2019b). However, this disputes the positive
verdict of Ahmad and Sallau (2018). Similarly, the
study discloses a positive but insignificant influ-
ence of BSHARE on market performance. This
specifies that a rise in the proportion of shares held
by directors might result in greater market perfor-
mance. So, performance might improve as a conse-
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Table 4. Effects of audit committee and board attributes on market performance

Variable oLs Fixed effect Random effect
: —0.000619%** : 0.00219 : —0.000619%**
ACSIZE e e R
""""" (0.00725) ~ (0.00826) (0.00725)
0.00149*** 0.00361*** 0.00149***
ACGENDER B
"""""" (0.0100) (0.0167) (0.0100)
0.0144%** —0.000511*** 0.0144***
ACEXP e S
"""""" (00110) (00112) (OOllO)
- -0.0127*** . -0.00706 —0.0127***
""""" ( .Q:.QO425) W'(‘OA00559) '(‘QOO425)M
0.00355 —-0.627 0.00355
BSHARE s S e e
"""""" '(‘Q.117) (0.472) ""(0.117)
i —0.0291*** —-0.280* —0.0291***
[Z€ s R
"""""" (9:0371) (0.162) ,‘(‘0'0371),‘,‘,‘
ey -0.118*** -0.00318*** -0.118***
"""""" (0.0863) __(0101) (0.0863)
. 0832k 0217 0.832%**
"""""" (0.136) _(0252) (0.136)
2.217** -0.131
TAN 44444444444444444444444444444444444444444
"""""" '(‘;.073) (2.465)
A —0.00890*** —0.0466***
OSSN SRS iSO
N (00372 (0.0719) (0.0372)
1.286%** 3.693** 1.286%**
CONSTANT s B
"""""" (‘Q.348) (1.536) "'(0.348)
Observation§ """"""" 52 52 52
R-squared & 0633 i 0.384 0425
Rmse i 9:0583 """ 0.0493 0.0583
Ftest 7.070 """ 1931 -
Prob.>F o Q'.‘OOOO """ 0.0785 T
Chi-squared &+ T - 7070
Prob.>chi2 ¢+ T - o
HausmanTest ¢+ T s 3807
Prob. > chi2 ; - - 0.459

Note: *** p<0.01, ** p<0.05, * p<0.1.

quence of the directors’ will to fulfil their person-
al interest along with the investors’ interests. This
mimics the studies of Desoky and Mousa (2012)
and Bhagat and Bolton (2013), who also disclosed a
positive connection with performance. Meanwhile,
this disputes the work of Guo and Kga (2012), who
presented a negative link with performance.

Similarly, control variables are significant with the
expected signs. It is accordingly expected that in-

creased firm size, leverage and firm age will exerta
negative and significant influence on market per-
formance, while return on equity and investment
in physical assets have a significantly positive as-
sociation with performance.

Consequently, based on the results of the regres-
sion analysis, hypotheses 1, 2, 3, and 4 (Hz, HZ) H3,
H)) are not supported, but hypothesis 5 (H,) is
accepted.

CONCLUSION

Due to the frequent changes in the corporate environment, corporate governance mechanisms must be
extremely up-to-date to provide quality assurance services to various stakeholders. This study explored
the degree to which audit committee and board attributes impact market performance of listed depos-

it money banks in Nigeria. The results concluded th

at there is a negative and significant link between

audit committee size and TobinQ, a positively significant connection between audit committee gender
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diversity, audit committee expertise and TobinQ. The study also revealed that board size has a negative
influence on market performance and there is a positive and insignificant influence of board sharehold-
ing on market performance. The findings imply that a weak corporate governance structure might lead
to lower market performance. Hence, the work recommends that listed deposit money banks should pay
more attention to board size by ensuring that the appointment criteria prioritize knowledge and com-
petence. In addition, board composition should be strengthened for efficient supervision and decision
making processes. Audit committee size should also be retained to accurately track the financial report-
ing and auditing operations of a firm. This would increase the market value of banks.

The study was limited by the inability to explore all listed firms in the country and the use of only listed
deposit money banks as a sample, which could restrict the general use of the findings. Further research
should aim at scrutinizing the association between audit committee attributes, board characteristics and
market performance for businesses in other sectors. Further research is needed to introduce new hypoth-
eses and conduct investigations on new variables to represent the impact of the corporate governance
mechanisms on bank performance. Additional research can seek to find an association between other
governance mechanisms such as the stakeholders’ relation committee, risk management committee and
the nomination and remuneration committee, and several dividend payout or capital structure decisions.
A detailed work that examines qualitative and psychological features of board traits and performance of
Nigerian banks could help identify some of the theoretical foundations of corporate governance.
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