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CHAPTER ONE 

1.0 INTRODUCTION  

1.1 Background of the Study  

Corporate governance refers to the systems, principles, and processes by which companies are 

directed and controlled. It encompasses the mechanisms through which an organization’s 

objectives are set and pursued in the context of the social, regulatory, and market environment. In 

the banking sector, corporate governance is especially critical due to the fiduciary nature of 

banking operations, high public interest, and the need to protect depositors’ funds and maintain 

financial stability. Good governance ensures that banks operate in a transparent, accountable, and 

ethical manner, which in turn helps to build investor confidence and support economic growth 

(OECD, 2015). 

According to Claessens and Yurtoglu (2013), effective corporate governance is instrumental in 

reducing agency problems, enhancing operational efficiency, and safeguarding the interests of 

stakeholders, especially in institutions as sensitive as banks. In developing economies like Nigeria, 

where institutional weaknesses and regulatory inefficiencies often prevail, robust corporate 

governance becomes essential for minimizing systemic risks in the banking sector. Empirical 

studies, such as those by Kyereboah-Coleman and Biekpe (2006), suggest that strong governance 

structures significantly contribute to improved bank performance, reduced insolvency risk, and 

increased access to capital markets. 

The financial performance of deposit money banks (DMBs) is largely shaped by their governance 

practices, including the composition and independence of the board of directors, management 

accountability, compliance with regulatory requirements, and the protection of shareholder rights. 

As supported by the Central Bank of Nigeria’s (CBN) Code of Corporate Governance for Banks 

(2014), these elements are critical to ensuring sound risk management, internal controls, and 

strategic decision-making, all of which are essential for achieving long-term profitability and 

sustainability. 
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This research seeks to explore how corporate governance practices influence the financial 

performance of First Bank of Nigeria Plc, one of the largest and most established banks in Nigeria. 

Founded in 1894, First Bank has played a significant role in the evolution of Nigeria’s banking 

industry. Over the years, the bank has undergone several transformations, including the 

implementation of corporate governance reforms to align with global best practices. By examining 

First Bank's board structure, shareholder engagement, audit practices, and regulatory compliance, 

the study aims to uncover the extent to which these governance mechanisms have contributed to 

the bank’s profitability, operational efficiency, growth trajectory, and resilience in a dynamic 

economic environment. 

Board composition, particularly the ratio of independent directors to executive directors, plays a 

pivotal role in ensuring objective oversight and reducing managerial entrenchment. Independent 

directors bring an external perspective, challenge management decisions, and help enforce 

accountability. According to Adams and Mehran (2012), banks with more independent and 

experienced board members tend to exhibit better monitoring capabilities, which translates into 

improved financial performance and risk management. For First Bank, adopting a board structure 

with a balance of expertise, independence, and diversity enhances strategic decision-making, 

reduces agency problems, and strengthens investor confidence especially in a highly regulated and 

competitive banking environment like Nigeria. 

An effective audit committee is another vital component of good corporate governance. It ensures 

financial transparency, accuracy in reporting, and adherence to regulatory standards. The presence 

of an active audit committee not only improves the credibility of financial statements but also 

strengthens the internal control environment of the bank. According to Alzoubi (2019), banks with 

well-structured audit committees report fewer incidences of financial misstatement and exhibit 

greater financial stability. For First Bank of Nigeria Plc, strong internal audit practices—supported 

by an independent audit committee can mitigate financial fraud, ensure compliance with CBN 

regulations, and drive sustained performance. 
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The effectiveness of corporate governance in Nigerian banks has been significantly influenced by 

regulatory frameworks set by institutions like the Central Bank of Nigeria (CBN) and the Nigerian 

Deposit Insurance Corporation (NDIC). The post-2009 banking sector reforms in Nigeria placed 

greater emphasis on transparency, risk-based supervision, and corporate governance compliance. 

Sanusi (2010) argued that weak governance was a major contributor to the banking crisis in 

Nigeria, which led to the collapse of several banks. In response, regulatory bodies introduced 

mandatory governance guidelines, including tenure limits for CEOs, separation of roles between 

chairman and CEO, and enhanced disclosure requirements. First Bank’s ability to navigate and 

integrate these reforms into its governance structure has positioned it as a model for responsible 

banking, contributing to its resilience and sustained financial performance in a volatile economic 

environment. 

Furthermore, this study draws on the theoretical frameworks of agency theory, stakeholder theory, 

and resource dependence theory to analyze the relationship between governance structures and 

financial outcomes. As noted by Tricker (2015), the effectiveness of a bank’s governance 

framework is not only a determinant of its internal stability but also a reflection of its ability to 

adapt to external regulatory and economic pressures. Given the increasing demand for 

transparency and accountability in the Nigerian financial sector, understanding the impact of 

corporate governance on bank performance is both timely and essential for policy makers, 

investors, and banking professionals. 

1.2 Statement of the Problem  

The Nigerian banking sector has faced significant corporate governance challenges over the years, 

which have had a detrimental impact on the financial stability and overall performance of 

numerous banks. Scandals, financial mismanagement, fraudulent activities, and weak internal 

controls have led to the downfall of several financial institutions, undermining public trust and 

investor confidence in the banking system. High-profile cases of mis governance, such as the 2009 

banking crisis, revealed the critical role that weak governance structures play in financial distress 
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and the failure of financial institutions. These events not only led to the loss of jobs and capital but 

also caused ripple effects in the wider Nigerian economy. 

Despite its long-standing history and prominent market position, First Bank of Nigeria Plc, as one 

of the largest and oldest banks in the country, has also encountered its own governance-related 

challenges. In recent years, the bank has faced increasing scrutiny regarding its governance 

practices, including concerns over the independence of its board, the effectiveness of its internal 

audit systems, and its adherence to regulatory guidelines. These challenges raise important 

questions about the extent to which corporate governance practices at First Bank have contributed 

to its financial performance. 

While the bank has been successful in maintaining a dominant position within the Nigerian 

financial sector, its financial performance remains subject to the broader governance issues that 

plague the industry. Previous studies have suggested a positive relationship between effective 

governance practices and enhanced financial outcomes, but little research has been specifically 

conducted on First Bank in this regard. The effectiveness of governance structures, such as board 

independence, transparency in decision-making, shareholder engagement, and regulatory 

compliance, in enhancing the financial performance of First Bank remains inadequately explored. 

This study seeks to bridge this gap by investigating the relationship between corporate governance 

and the financial performance of First Bank of Nigeria Plc. The research will examine how good 

governance practices, including board composition, regulatory compliance, and internal controls, 

have contributed to the bank’s financial success. In particular, the study aims to determine whether 

improvements in governance mechanisms at First Bank have translated into better financial 

outcomes, such as increased profitability, improved capital adequacy, and sustained growth. 

By addressing this problem, the study will provide valuable insights into the role of corporate 

governance in enhancing the financial stability and sustainability of First Bank, and potentially 

offer lessons for other Nigerian banks facing similar challenges. Furthermore, the findings will 
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inform policymakers, regulators, and financial industry stakeholders about the importance of 

strengthening governance frameworks to safeguard the future stability of the Nigerian banking 

sector. 

1.3 Research Questions  

This research aims to answer the following questions: 

i. What are the key corporate governance practices in First Bank of Nigeria Plc? 

ii. How do these governance practices influence the financial performance of First Bank? 

iii. What is the relationship between board structure (size, independence, and diversity) and 

the financial performance of First Bank? 

1.4 Objectives of the Study 

The primary objectives of this study are: 

i. To assess the impact of corporate governance practices on the financial performance of 

First Bank of Nigeria Plc. 

ii. To determine the relationship between board composition and the financial outcomes of 

the bank. 

iii. To analyze the role of transparency and accountability in fostering better financial 

performance. 
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1.5 Research Hypotheses 

The following hypotheses will guide this research: 

H0: There is a positive relationship between corporate governance practices and the financial 

performance of First Bank of Nigeria Plc. 

H1: There is no significant relationship between corporate governance practices and the financial 

performance of First Bank of Nigeria Plc. 

1.6  Significance of the Study 

This research is significant for various stakeholders, including bank management, regulators, 

investors, policymakers, academic community, Nigerian banking sectors and broader economic 

impact. It will provide insights into the importance of corporate governance in enhancing the 

financial performance of banks.  

i. Bank Management: The study will provide insights into how strong corporate governance 

can enhance the bank's financial performance, aiding better decision-making and 

operational efficiency. 

ii. Regulators: The findings will assist regulators like the CBN in refining governance 

standards and improving regulatory oversight within the banking sector. 

iii. Investors: Investors will gain valuable information on how governance structures 

influence the financial stability and performance of banks, helping them make informed 

investment decisions. 

iv. Policymakers: Policymakers can use the research to support governance reforms and 

enhance the quality and accessibility of financial services, contributing to financial 

inclusion. 
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v. Academic Community: The study will contribute to the academic literature on corporate 

governance and banking performance, particularly in the context of Nigerian banks. 

vi. Nigerian Banking Sector: The research will serve as a benchmark for other banks to 

improve their corporate governance practices, ensuring greater financial stability and 

sustainability. 

vii. Broader Economic Impact: Improved governance within banks will contribute to 

financial system stability, which is crucial for overall economic growth and attracting 

foreign investment. 

1.7  Scope and Limitation of the Study 

The study will focus on First Bank of Nigeria Plc, analyzing its corporate governance practices 

and financial performance over a five-year period, from 2019 to 2023. The research will cover key 

aspects of corporate governance such as board structure, shareholder rights, and regulatory 

compliance, and examine how these elements have influenced the bank’s financial outcomes 

during the specified period. 

Limitations of the Study 

i. Geographical Limitation: The study will be geographically restricted to First Bank of 

Nigeria Plc’s operations within Nigeria, excluding its international branches or 

subsidiaries. 

ii. Time Frame: The study is limited to a five-year period (2019-2023), which may not fully 

capture long-term trends in corporate governance or performance before or after this 

period. 
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iii. Focus on One Bank: The research is focused only on First Bank of Nigeria Plc, which 

may limit the generalizability of the findings to other Nigerian deposit money banks or 

banks in different regions. 

iv. Data Constraints: The study is dependent on publicly available financial data and 

corporate governance reports, which may not provide a comprehensive view of all 

governance practices, especially informal or internal practices. 

v. External Factors: External factors such as economic conditions, regulatory changes, or 

political instability during the study period may influence financial performance, making 

it difficult to isolate the direct impact of governance on performance. 

1.8  Definition of Terms 

i. Corporate Governance: The system by which companies are directed and controlled, 

involving rules, practices, and processes that ensure the company operates in the best 

interest of all stakeholders. 

ii. Financial Performance: A measure of a company's profitability, revenue growth, and 

overall financial health, typically evaluated using ratios such as return on assets (ROA), 

return on equity (ROE), and earnings per share (EPS). 

iii. Deposit Money Banks (DMBs): Banks that provide financial services such as accepting 

deposits, granting loans, and offering other financial services to individuals and businesses. 

iv. Board Structure: The composition of a company’s board of directors, including the 

number of members, the proportion of independent directors, and the diversity of the board. 
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v. Regulatory Compliance: The adherence to laws, regulations, and policies set by 

regulatory bodies such as the Central Bank of Nigeria (CBN) and the Nigerian Deposit 

Insurance Corporation (NDIC). 

vi. Internal Controls: The processes and procedures established by a company to ensure the 

integrity of financial reporting, compliance with laws and regulations, and the efficiency 

of operations. 

1.9  Plan of the Study 

The study will be organized into five chapters: 

Chapter One: Introduction – Provides the background of the study, problem statement, research 

questions, objectives, hypotheses, significance, scope, limitations, and definition of key terms. 

Chapter Two: Literature Review – Reviews relevant conceptual, theoretical, and empirical 

literature on corporate governance and financial performance, and identifies existing gaps that 

justify the research. 

Chapter Three: Methodology – Describes the research design, data sources, population, 

sampling techniques, research instruments, and data analysis methods employed to carry out the 

study. 

Chapter Four: Data Presentation and Analysis – Presents the collected data, applies statistical 

techniques to analyze the findings, and discusses the results in relation to the research questions 

and hypotheses. 

Chapter Five: Summary, Conclusion, and Recommendations – Summarizes key findings, 

draws conclusions based on the results, and offers policy and practical recommendations for 

improving corporate governance in the banking sector. 
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CHAPTER TWO 

2.0 LITERATURE REVIEW 

2.1 Conceptual Review 

The concept of corporate governance plays a crucial role in the financial performance of banks, 

particularly in emerging markets such as Nigeria. Corporate governance systems are essential for 

ensuring that banks operate efficiently, transparently, and in a manner that enhances shareholder 

and stakeholder value. A well-governed bank is likely to exhibit better financial outcomes, such 

as higher profitability, improved risk management, and sustainable growth. This chapter reviews 

relevant literature on corporate governance, theoretical frameworks, empirical studies, and 

identifies existing gaps in the literature, particularly in the context of Nigerian Deposit Money 

Banks (DMBs), with a focus on First Bank of Nigeria Plc. 

2.1.1 Corporate Governance  

Corporate governance refers to the frameworks, practices, and mechanisms by which companies, 

including banks, are directed, controlled, and held accountable. In essence, it defines the 

relationship between a company’s management, its board of directors, shareholders, and other 

stakeholders. The primary objective of corporate governance is to ensure that a company operates 

in a manner that aligns with the interests of its stakeholders, promotes fairness, and fosters 

transparency. This is especially crucial in the banking sector, where public trust, regulatory 

oversight, and financial stability are essential to maintaining an effective financial system. 

Corporate governance is often seen as a system that ensures that the bank is managed and operated 

in a way that meets the expectations of its stakeholders, such as shareholders, employees, 

customers, and the broader society. Good governance practices promote ethical conduct, reduce 

the risk of corporate fraud, and enhance the accountability of those who manage the bank. By 
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ensuring that decisions are made in the best interest of the bank’s stakeholders, corporate 

governance is directly linked to the bank's performance and overall sustainability. 

2.1.1.1 Key Aspects of Corporate Governance: 

i. Board Structure: The board of directors plays a critical role in the governance of a bank. 

The board is responsible for overseeing the activities of the bank, guiding strategic 

direction, and ensuring that management operates in the best interests of shareholders and 

other stakeholders. A well-structured board typically comprises both executive and non-

executive directors, with a significant proportion of independent directors. The board’s 

structure can impact the quality of decision-making, the transparency of operations, and 

the ability to hold management accountable. Independent directors, in particular, are 

important for reducing conflicts of interest and ensuring that decisions are made 

impartially, promoting fairness and objectivity in the governance process. 

ii. Shareholder Rights: are fundamental to the corporate governance structure, as they ensure 

that shareholders have the ability to influence key decisions regarding the bank’s 

operations. Shareholders generally have the right to vote on matters such as the election of 

board members, approval of financial statements, and major strategic decisions. Strong 

corporate governance ensures that shareholders' rights are respected and protected. 

Additionally, this aspect encompasses the ability of shareholders to access necessary 

information about the bank's performance and operations, which facilitates informed 

decision-making and voting. 

iii. Internal Controls: Internal controls are the processes and procedures implemented by 

the bank to ensure the accuracy and integrity of financial reporting, safeguard assets, and 

ensure compliance with laws and regulations. Effective internal controls are designed to 

prevent and detect fraud, mismanagement, and errors, and ensure that the bank’s financial 

statements are reliable. Strong internal control systems also help in minimizing operational 
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risks, protecting the bank's reputation, and ensuring compliance with the regulatory 

requirements set forth by bodies such as the Central Bank of Nigeria (CBN). 

iv. Regulatory Compliance: Regulatory compliance refers to the adherence to laws, 

regulations, and guidelines established by the relevant regulatory authorities. In Nigeria, 

the Central Bank of Nigeria (CBN) and the Nigerian Deposit Insurance Corporation 

(NDIC) play key roles in regulating the banking sector. Compliance with regulatory 

requirements ensures that banks operate within the legal framework set out by the 

authorities and that they are subject to regular audits and supervision. Non-compliance can 

result in heavy penalties, loss of licenses, and damage to the bank’s reputation. A robust 

governance framework ensures that the bank adheres to the required regulatory standards, 

which in turn promotes transparency, accountability, and trust in the financial system. 

v. Risk Management: An effective risk management framework is integral to corporate 

governance, as it helps a bank identify, assess, and manage the various risks it faces, such 

as credit risk, operational risk, liquidity risk, and market risk. Banks that maintain robust 

governance structures are better positioned to implement effective risk management 

policies and strategies. By mitigating risks, the bank can avoid financial distress, minimize 

losses, and enhance its financial stability. 

vi. Ethical Conduct and Transparency: A core principle of corporate governance is the 

promotion of ethical conduct throughout the organization. This includes maintaining 

transparency in financial reporting, disclosing information to stakeholders in a timely and 

accurate manner, and ensuring that the bank's activities align with ethical and legal 

standards. Transparency builds trust with stakeholders and can prevent corruption, fraud, 

and unethical behavior. 

vii. Corporate Social Responsibility (CSR): Corporate social responsibility (CSR) refers to 

the bank's commitment to contributing positively to society beyond its financial objectives. 
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This could involve initiatives such as community development, environmental 

sustainability, and ensuring fair treatment of employees. A bank that embraces CSR as part 

of its governance framework not only improves its reputation but also builds goodwill with 

the public and regulatory bodies. 

2.1.1.2 Impact of Corporate Governance on Bank Performance: 

The quality of corporate governance directly affects a bank’s financial performance. Effective 

governance mechanisms contribute to superior decision-making, risk management, and financial 

stability, which are essential for long-term profitability. For example, well-managed banks are 

more likely to have effective internal controls that reduce operational risks and protect the bank's 

financial position. Furthermore, sound governance structures promote investor confidence and 

attract capital, which is vital for sustaining growth and expansion. 

Good corporate governance can also enhance a bank’s reputation, fostering trust with customers, 

investors, and regulators. A bank that consistently demonstrates good governance practices is more 

likely to experience stable financial performance, improved profitability, and sustainable growth. 

Corporate governance is a critical factor that shapes the operational and financial outcomes of 

banks, particularly in a complex and regulated industry like banking. The principles and practices 

associated with corporate governance such as board structure, shareholder rights, regulatory 

compliance, and internal controls ensure that a bank’s operations are transparent, ethical, and in 

the best interest of its stakeholders. Effective governance, in turn, plays a significant role in 

determining the bank’s financial performance, stability, and reputation. 

2.1.2 Corporate Governance in First Bank of Nigeria Plc 

First Bank of Nigeria Plc, as one of the oldest and most significant deposit money banks in Nigeria, 

has consistently emphasized the importance of strong corporate governance structures to ensure 

the sustainability of its operations. The bank's corporate governance framework is designed to 
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align with global best practices while adhering to Nigerian regulations and the unique demands of 

the Nigerian banking industry. 

First Bank has made notable strides in establishing an efficient board structure, ensuring that its 

board of directors comprises a healthy mix of independent, non-executive directors, and executive 

directors. This composition is essential for the objectivity and effectiveness of decision-making, 

allowing for proper oversight of management activities and the alignment of strategic goals with 

the long-term interests of the bank's shareholders. 

The bank’s corporate governance policy is rooted in transparency, accountability, and ethical 

business practices. This policy governs the conduct of the board and management in overseeing 

the bank’s operations, ensuring that decisions are made in the best interests of all stakeholders, 

including shareholders, employees, customers, and regulatory bodies. Furthermore, First Bank 

regularly updates its governance frameworks to comply with evolving regulatory requirements 

issued by bodies such as the Central Bank of Nigeria (CBN) and Nigerian Stock Exchange (NSE). 

First Bank's commitment to shareholder rights is also reflected in its robust framework for ensuring 

that the interests of its shareholders are protected. The bank’s financial performance and 

governance processes are reported transparently, giving shareholders the information they need to 

make informed decisions. This commitment to governance transparency, alongside its adherence 

to regulatory compliance, enhances investor confidence and provides a strong foundation for 

financial stability. 

In terms of regulatory compliance, First Bank places great emphasis on adhering to the legal and 

regulatory standards set by the CBN and other financial authorities. Compliance with these 

regulations ensures that the bank mitigates risks, manages capital effectively, and adheres to 

prudent lending and operational practices. The bank’s commitment to corporate governance not 

only ensures its regulatory compliance but also strengthens its reputation as a leader in Nigeria’s 

banking sector. 
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2.1.3 Financial Performance  

Financial performance refers to the evaluation of a bank's profitability, efficiency, and overall 

financial health. It is a critical indicator of a bank's success in executing its business strategies and 

managing its resources effectively. Financial performance is not only a reflection of a bank’s 

ability to generate profits, but also its capacity to manage risks, ensure liquidity, and comply with 

regulatory standards. Understanding the financial performance of a bank involves analyzing 

various performance indicators and metrics, which offer insights into how well the bank is 

performing relative to its objectives and the broader financial market. 

2.1.3.1  Key Indicators of Financial Performance: 

Profitability: Profitability is a primary measure of financial performance, indicating the bank’s 

ability to generate profits from its operations. It is typically evaluated using key ratios like: 

i. Net Profit Margin: The percentage of revenue remaining after all expenses have been 

deducted. It reflects the bank's overall efficiency in generating profit. 

ii. Return on Equity (ROE): This is a key profitability metric that shows how much profit a 

bank generates with the money invested by shareholders. It is calculated as: 

ROE = 
𝑵𝒆𝒕 𝑰𝒏𝒄𝒐𝒎𝒆 

𝑺𝒉𝒂𝒓𝒆𝒉𝒐𝒍𝒅𝒆𝒓 𝑬𝒒𝒖𝒊𝒕𝒚
 

A higher ROE indicates better financial performance and efficient use of shareholder capital. 

iii. Return on Assets (ROA): This ratio measures how effectively a bank uses its assets to 

generate profits. It is calculated as: 

ROA = 
𝑵𝒆𝒕 𝑰𝒏𝒄𝒐𝒎𝒆 

𝑺𝒉𝒂𝒓𝒆𝒉𝒐𝒍𝒅𝒆𝒓 𝑬𝒒𝒖𝒊𝒕𝒚
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A higher ROA suggests that the bank is efficiently utilizing its assets to produce returns. 

Return on Assets (ROA): another key indicator of financial performance that measures the ability 

of a bank to generate profit from its assets. It is particularly significant for assessing how well the 

bank is managing its resources and utilizing its capital to generate earnings. In the banking sector, 

ROA can be an indicator of how well the bank is controlling its expenses while generating income 

through various financial products and services. 

Earnings Per Share (EPS): is a crucial metric for assessing profitability, especially for publicly 

listed banks. It measures the amount of profit attributed to each outstanding share of common 

stock. EPS is calculated as: 

EPS = 
𝑵𝒆𝒕 𝑰𝒏𝒄𝒐𝒎𝒆−𝑷𝒓𝒆𝒇𝒆𝒓𝒓𝒆𝒅 𝑫𝒊𝒗𝒊𝒅𝒆𝒏𝒅 

𝑾𝒆𝒊𝒈𝒉𝒕𝒆𝒅 𝒂𝒗𝒆𝒓𝒂𝒈𝒆 𝒔𝒉𝒂𝒓𝒆𝒔 𝒐𝒖𝒕𝒔𝒕𝒂𝒏𝒅𝒊𝒏𝒈 
 

A higher EPS indicates strong profitability and is an attractive metric for investors. 

Cost-to-Income Ratio: The cost-to-income ratio measures the efficiency of a bank in managing 

its operating costs relative to its income. It is calculated as: 

Cost-to-Income Ratio= 
𝑶𝒑𝒆𝒓𝒂𝒕𝒊𝒏𝒈 𝑬𝒙𝒑𝒆𝒏𝒔𝒆𝒔  

𝑶𝒑𝒆𝒓𝒂𝒕𝒊𝒏𝒈 𝑰𝒏𝒄𝒐𝒎𝒆
 

A lower cost-to-income ratio indicates a more efficient bank that is able to generate more income 

for every unit of cost incurred. 

Liquidity: refers to the bank's ability to meet its short-term obligations and manage cash flows. 

The importance of liquidity lies in ensuring that the bank has sufficient reserves to cover its 

liabilities and maintain operational stability. Key liquidity metrics include: 
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i. Loan-to-Deposit Ratio (LDR): This ratio measures the proportion of a bank's loans to its 

deposits. A high LDR can indicate that the bank is at risk of liquidity problems, whereas a 

low LDR suggests that the bank is overly conservative in lending. 

ii. Liquidity Coverage Ratio (LCR): A regulatory measure introduced after the global 

financial crisis, it requires banks to hold enough high-quality liquid assets to cover total 

net cash flows over a 30-day stress period. 

iii. Capital Adequacy: Capital adequacy refers to the bank’s ability to absorb losses and 

remain solvent. The Capital Adequacy Ratio (CAR) is a key indicator of the bank’s 

financial strength, calculated by dividing the bank's capital by its risk-weighted assets: 

CAR = 
𝑻𝒊𝒆𝒓 𝟏 𝑪𝒂𝒑𝒊𝒕𝒂𝒍+𝑻𝒊𝒆𝒓 𝟐 𝑪𝒂𝒑𝒊𝒕𝒂𝒍  

𝑹𝒊𝒔𝒌 𝑾𝒆𝒊𝒈𝒉𝒕𝒆𝒅 𝑨𝒔𝒔𝒆𝒔𝒕𝒔 
 

A higher CAR indicates that the bank is better capitalized and can withstand economic or financial 

shocks. 

Risk Management: Risk management is another crucial element that influences financial 

performance. It ensures that the bank can identify, assess, and mitigate the risks that could affect 

its financial position. Banks that implement effective risk management practices are less likely to 

incur large losses from loan defaults, market fluctuations, and other financial disruptions. A bank’s 

ability to manage risk successfully contributes to its long-term profitability and stability. 

2.1.3.2 The Impact of Corporate Governance on Financial Performance: 

The quality of corporate governance in a bank directly influences its financial performance in 

various ways. Effective governance structures promote transparency and accountability, ensuring 

that financial decision-making is aligned with the interests of shareholders and other stakeholders. 

Key governance mechanisms, such as an independent and skilled board of directors, internal 



18 
 

controls, and regulatory compliance, impact how the bank manages its resources and risks, which 

in turn influences its financial performance. 

i. Strategic Direction and Decision-Making: Strong corporate governance provides a clear 

strategic direction and ensures that management decisions are made based on sound 

financial analysis and risk assessment. This improves the quality of decision-making, 

leading to better financial outcomes. For example, an effective board can ensure that the 

bank invests in profitable ventures and avoids risky business activities that could jeopardize 

its financial health. 

ii. Risk Mitigation: Corporate governance mechanisms such as internal audits and 

compliance with regulatory standards help mitigate financial risks. Banks with effective 

governance structures are more likely to have robust risk management frameworks, 

reducing the chances of financial mismanagement or fraud. This leads to more stable 

financial performance, with lower volatility in earnings and less likelihood of losses. 

iii. Investor Confidence and Access to Capital: Good corporate governance practices 

enhance investor confidence, making it easier for banks to attract capital. Shareholders and 

investors are more likely to invest in banks that demonstrate a commitment to transparency, 

accountability, and ethical behavior. Increased investor confidence can translate into a 

higher stock price, access to cheaper capital, and better financial performance. 

iv. Operational Efficiency: A well-governed bank is more likely to focus on improving 

operational efficiency by streamlining its processes, reducing costs, and enhancing 

customer satisfaction. Efficient management of costs and resources contributes directly to 

improved profitability and financial performance. Additionally, strong corporate 

governance can prevent financial mismanagement, ensuring that the bank’s operations are 

aligned with its financial objectives. 
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v. Sustainability and Long-Term Performance: The relationship between corporate 

governance and financial performance is not just about short-term profits but also about 

ensuring long-term sustainability. Banks with sound governance structures are more likely 

to engage in sustainable business practices, which contributes to their long-term financial 

stability. Long-term sustainability leads to steady earnings growth, improved financial 

resilience, and enhanced shareholder value. 

2.1.4  Board Structure and Governance 

Board structure refers to the organizational makeup of a bank’s board of directors, which is 

responsible for overseeing the bank's operations, setting its strategic direction, and ensuring that it 

operates in a transparent and ethical manner. The composition of the board is critical because it 

determines how decisions are made, the quality of governance, and the level of accountability 

within the bank. A well-composed board, with a balanced mix of independent and executive 

directors, can bring diverse perspectives and expertise to decision-making, improving the bank's 

overall performance. 

Key elements of board structure include: 

i. Proportion of Independent Directors: A key characteristic of a sound board structure is 

the inclusion of independent directors who do not have any personal or financial interests 

in the bank beyond their role on the board. Independent directors are crucial for ensuring 

that board decisions are impartial and objective, without undue influence from 

management or other stakeholders. Their role is particularly important in ensuring that 

decisions are made in the best interests of the bank's shareholders and other stakeholders, 

rather than being biased toward management or short-term financial gains. Regulatory 

bodies like the Central Bank of Nigeria (CBN) have set guidelines on the minimum number 

of independent directors a bank should have on its board. 
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Independent directors help mitigate conflicts of interest and provide objective oversight of 

executive management, which in turn improves the quality of governance and strategic 

decision-making. 

ii. Diversity: Diversity in the boardroom refers to the inclusion of directors from different 

backgrounds, including gender, age, nationality, and professional expertise. A diverse 

board brings a range of perspectives and experiences, which can lead to more well-rounded 

decision-making. Research has shown that diverse boards are more likely to make 

innovative decisions, identify new business opportunities, and respond more effectively to 

risks and challenges. Diversity also helps enhance the reputation of the bank and appeals 

to a broader range of stakeholders, including customers, employees, and investors, who 

value inclusive decision-making processes. 

iii. Expertise and Experience: A well-composed board should also possess a range of skills 

and expertise relevant to the bank's operations, including experience in finance, risk 

management, banking regulations, and corporate governance. Board members with the 

right expertise can provide valuable guidance on complex financial and operational issues, 

ensuring that the bank’s strategies are well-informed and aligned with its long-term goals. 

The presence of directors with varied professional backgrounds—such as law, finance, and 

economics—can enhance the board’s ability to identify emerging trends, assess risks, and 

seize business opportunities. 

iv. Board Committees: Effective governance is often supported by specialized board 

committees, such as audit, risk, and remuneration committees, which focus on specific 

areas of the bank’s operations. These committees help ensure that important governance 

functions, such as financial reporting, risk assessment, and executive compensation, are 

properly overseen. The presence of independent directors on these committees is essential 

to ensuring that decisions are made in the best interest of the bank and its stakeholders, 

rather than in the interests of management. 
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2.1.5 Regulatory Compliance 

Regulatory compliance refers to the adherence to the laws, rules, and guidelines set by regulatory 

authorities to ensure the stability and integrity of the banking sector. In Nigeria, the Central Bank 

of Nigeria (CBN) and other regulatory bodies, such as the Nigerian Deposit Insurance Corporation 

(NDIC), establish and enforce regulations that govern the operations of banks. Compliance with 

these regulations is essential for maintaining the credibility, trust, and stability of the financial 

system. 

Key elements of regulatory compliance include: 

i. Adherence to Regulatory Standards: Banks are required to comply with various 

regulations covering areas such as capital adequacy, lending practices, liquidity 

management, and risk assessment. For instance, the CBN mandates that banks maintain a 

certain level of capital adequacy ratio (CAR) to ensure that they can absorb losses and 

remain solvent during financial crises. Additionally, banks are required to comply with 

Know Your Customer (KYC) and Anti-Money Laundering (AML) regulations, which help 

prevent fraudulent activities and protect the integrity of the financial system. 

Regulatory compliance helps ensure that banks operate within a framework that promotes 

transparency, financial stability, and investor protection. Compliance with capital 

adequacy regulations, for example, ensures that banks have sufficient buffers to absorb 

shocks from economic downturns, credit losses, or other financial risks. 

ii. Risk Management and Reporting Requirements: Regulatory bodies set guidelines for 

banks to effectively manage and report on risks, such as credit risk, market risk, and 

operational risk. Banks are required to establish robust risk management frameworks to 

identify, measure, and mitigate potential risks that could affect their financial health. 

Furthermore, banks must submit regular reports to regulators on their financial condition, 
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operations, and compliance with regulatory standards. These reports provide transparency 

and help regulators monitor the overall health of the banking sector. 

Regulatory compliance also involves adhering to reporting requirements that ensure banks 

provide accurate and timely financial disclosures to investors, stakeholders, and regulatory 

bodies. These disclosures allow stakeholders to assess the bank’s performance and risk 

exposure, contributing to more informed decision-making. 

iii. Impact of Non-Compliance: Failure to comply with regulatory requirements can have 

severe consequences for banks. Non-compliance may result in financial penalties, loss of 

operating licenses, reputational damage, and legal action. In extreme cases, it can lead to 

the failure or collapse of the financial institution. For instance, banks that fail to meet 

capital adequacy requirements may face liquidity issues, making it difficult for them to 

fulfill customer withdrawals or meet other obligations. Similarly, failure to adhere to anti-

money laundering regulations can expose the bank to criminal liability and regulatory 

sanctions. 

Non-compliance can also harm the bank’s reputation, causing a loss of customer trust and 

investor confidence. A poor compliance record can make it difficult for the bank to attract 

capital or expand its operations, ultimately affecting its financial performance and long-

term sustainability. 

iv. Regulatory Oversight: Regulatory oversight ensures that banks operate in a way that is 

consistent with the goals of financial stability, investor protection, and market integrity. 

Regulatory bodies like the CBN conduct regular inspections, audits, and assessments of 

banks to ensure compliance with established standards. This oversight helps mitigate 

systemic risks, enhances the credibility of the banking sector, and maintains public trust in 

the financial system. 
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Regulatory compliance often involves staying up-to-date with evolving regulations. As 

financial markets and technologies change, regulatory bodies may introduce new rules to 

address emerging risks, such as those related to digital banking, cybersecurity, or climate 

change. Banks must continuously monitor and adapt to these changes to remain in 

compliance. 

2.2  Theoretical Review 

2.2.1  Agency Theory 

Agency Theory is primarily concerned with the relationship between principals (shareholders) and 

agents (management). According to Jensen and Meckling (1976), the agency problem arises 

because of the different interests between owners (principals) and managers (agents), leading to 

potential conflicts of interest. Shareholders typically desire to maximize their returns, while 

managers may prioritize their personal goals or take excessive risks that can endanger the long-

term viability of the bank. 

Fama and Jensen (1983) have further argued that one way to mitigate agency problems is through 

effective corporate governance mechanisms, particularly through independent boards of directors, 

executive compensation structures, and regulatory oversight. An independent board ensures that 

management is held accountable and decisions are made with the shareholders' best interests in 

mind, thereby reducing agency costs and aligning the interests of both parties. 

Kochhar and David (1996) also contend that strong corporate governance mechanisms, such as a 

clear separation of ownership and control, are crucial in improving financial performance. These 

mechanisms help ensure that management makes decisions that are in the best interest of the 

shareholders, thereby enhancing financial outcomes. 

Furthermore, Hoskisson et al. (2002) emphasize that agency theory can explain the 

underperformance of banks when corporate governance mechanisms are weak or ineffective. For 
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example, in a bank like First Bank of Nigeria, poor corporate governance could lead to managerial 

overreach or mismanagement, negatively affecting the bank's profitability and long-term stability. 

2.2.2  Stakeholder Theory 

Stakeholder Theory, introduced by Freeman (1984), suggests that businesses, including banks, 

should consider the interests of all stakeholders not just shareholders when making decisions. In 

this context, the theory broadens the scope of corporate governance by asserting that the health 

and success of a bank depend on the satisfaction and well-being of various groups, including 

employees, customers, suppliers, and the local community. 

Clarkson (1995) argue that companies with robust governance structures that balance the needs of 

multiple stakeholders tend to experience better long-term financial performance. This approach 

encourages banks to invest in ethical practices, sustainability, and social responsibility, which 

build trust and loyalty among customers, employees, and other stakeholders, ultimately 

contributing to enhanced profitability. 

For First Bank of Nigeria, Stakeholder Theory implies that fostering strong relationships with its 

customers, employees, regulators, and communities can lead to better business outcomes. 

According to Post, Preston, and Sachs (2002), stakeholder-oriented corporate governance can 

result in increased trust and loyalty, as customers prefer ethical and responsible banks. 

Additionally, engaging with employees through transparent governance practices can improve 

productivity, reduce turnover, and create a more competitive work environment. 

Moreover, Davis, Schoorman, and Donaldson (1997) highlight that stakeholder-oriented banks are 

better equipped to handle regulatory challenges, improve their brand image, and respond to 

environmental, social, and governance (ESG) pressures, all of which contribute to financial 

sustainability. 
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2.2.3  Resource Dependency Theory 

Resource Dependency Theory (RDT), developed by Pfeffer and Salancik (1978), posits that 

organizations, including banks, are dependent on external resources such as capital, technology, 

expertise, and market information to survive and succeed. A key aspect of RDT is that 

organizations must build relationships with external entities—such as investors, suppliers, and 

regulators that provide these critical resources. 

According to Hillman, Withers, and Collins (2009), corporate governance structures, particularly 

the board of directors, play a crucial role in facilitating access to essential external resources. A 

well-connected board, composed of individuals with diverse expertise and external networks, can 

help secure funding, access valuable market information, and build favorable relationships with 

regulators. This, in turn, can significantly enhance a bank’s financial performance. 

Zahra and Pearce (1989) also argue that banks that leverage strong resource-based relationships 

such as connections with institutional investors, government bodies, and market experts are more 

likely to perform better. For First Bank of Nigeria, RDT suggests that its board members' ability 

to foster relationships with capital providers and regulators can help it secure funding, respond to 

market changes, and navigate regulatory requirements effectively, leading to improved 

profitability and operational efficiency. 

Moreover, Sirmon and Hitt (2003) state that resource dependence can also enhance a bank’s 

strategic flexibility, enabling it to adapt to changes in the financial market. Through strategic 

partnerships and resource acquisitions, banks can enhance their competitive advantage and 

financial performance. The Board of Directors' role is critical in overseeing these external 

relationships and ensuring that the bank remains resource-efficient and financially stable. 
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2.3  Empirical Review 

2.3.1  Corporate Governance and Bank Performance in Nigeria 

A significant body of research has demonstrated that strong corporate governance is linked to 

improved financial performance in Nigerian banks. For instance, Adegbite et al. (2012) 

highlighted the positive impact of corporate governance on the financial health of Nigerian banks, 

noting that those with independent boards, enhanced transparency, and rigorous audit processes 

tend to have higher profitability and reduced exposure to financial risks. According to their 

findings, effective governance mechanisms ensure that banks adopt better risk management 

strategies, which in turn support stable and sustainable financial performance. 

Oladipo (2015) also emphasized the critical role of good governance practices in the banking 

sector. He found that Nigerian banks that implemented regular audits, promoted transparency in 

financial reporting, and established strong risk management frameworks achieved better financial 

outcomes. This is particularly important in the context of Nigeria’s volatile economic environment, 

where regulatory compliance and risk management play a crucial role in ensuring the long-term 

survival and profitability of banks. The study concluded that governance structures that foster 

accountability and transparency enable banks to navigate economic challenges more effectively, 

thereby improving their financial performance. 

Further supporting this view, Adeniran and Olusola (2014) also indicated that banks that 

prioritize corporate governance practices such as board independence, shareholder rights, and 

regulatory compliance tend to outperform their peers in terms of profitability and risk-adjusted 

returns. These findings align with global research, suggesting that robust corporate governance is 

crucial for fostering investor confidence and enhancing financial performance. 
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2.3.2  Board Structure and Financial Performance 

Board structure is often considered one of the most important components of corporate 

governance, especially in the banking sector. Kirkpatrick (2009) argued that the independence of 

a bank’s board of directors is a key factor in determining its financial success. Independent boards 

are more likely to oversee management effectively, mitigating agency problems and ensuring that 

decision-making aligns with the interests of shareholders. Kirkpatrick’s research suggested that 

independent directors, who are not tied to management, are more likely to act in the best interest 

of shareholders, reducing risks and promoting more sustainable financial performance. 

This viewpoint is further supported by Fama and Jensen (1983), who concluded that banks with 

a higher proportion of independent directors are less likely to engage in risky behaviors that might 

undermine their financial performance. Their study indicated that independent boards are more 

likely to impose discipline on management, ensuring that strategic decisions are made with due 

consideration of long-term stability and financial health. This aligns with the idea that 

independence within the board structure enhances oversight, leading to better decision-making 

processes and improved financial outcomes for the bank. 

In the Nigerian context, Nwachukwu (2018) explored the relationship between board structure 

and financial performance in Nigerian banks. His findings suggest that banks with diversified 

boards comprised of individuals with varying expertise, backgrounds, and perspectives report 

higher returns on equity (ROE) and improved capital adequacy ratios. The study emphasized that 

a well-structured and independent board can provide more effective oversight, guiding the bank 

through economic downturns and regulatory challenges while enhancing profitability. 

Nwachukwu’s research confirmed that the composition of the board plays a significant role in 

determining the performance of Nigerian banks, with more independent directors leading to better 

financial results. 
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2.3.3  Regulatory Compliance and Performance 

Regulatory compliance is another key factor that affects the financial performance of banks. Chien 

and Chen (2007) argued that adherence to regulatory guidelines positively influences the financial 

performance of banks. By following these guidelines, banks mitigate the risks associated with non-

compliance, such as fines, reputational damage, or legal liabilities, all of which can negatively 

affect their financial standing. Moreover, compliance with regulatory standards enhances investor 

confidence and ensures the bank’s operations remain in line with industry best practices, 

contributing to better financial outcomes. 

In the Nigerian context, Okoye and Ezejiofor (2017) found that banks that maintain robust 

regulatory compliance frameworks tend to exhibit stronger financial performance compared to 

those that do not meet regulatory standards. Their study revealed that banks with strong 

compliance mechanisms are able to avoid regulatory sanctions, protect their reputations, and retain 

stakeholder trust. These factors ultimately contribute to a more stable financial position and 

improved profitability. The study suggested that regulatory compliance is not only about meeting 

legal requirements but also about fostering an environment of trust and credibility, which can drive 

better performance in the long run. 

Additionally, Umar and Yahaya (2016) supported this view by showing that compliance with 

regulatory standards significantly reduces the risk of financial mismanagement and scandals, 

which can severely harm a bank's financial performance. Their research indicated that banks in 

Nigeria that adhered to both local and international regulatory standards, such as those set by the 

Central Bank of Nigeria (CBN), reported lower levels of financial instability and higher 

profitability. 
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2.4 Gaps in Literature 

Despite the growing body of literature on corporate governance and financial performance in the 

banking sector, several gaps remain, particularly in the context of Nigerian banks: 

i. Limited Focus on Individual Banks: While much of the existing literature focuses on 

broad banking sector analysis, there is limited research that examines corporate governance 

in individual Nigerian banks, such as First Bank of Nigeria Plc. The study of a single bank 

provides more granular insights into specific governance practices and their financial 

impacts. 

ii. Lack of Longitudinal Studies: Many studies focus on short-term performance measures, 

with limited attention paid to the long-term effects of corporate governance practices. 

There is a need for more longitudinal studies that track the impact of governance reforms 

on financial performance over extended periods. 

iii. Insufficient Consideration of Governance Mechanisms Beyond the Board: Most 

studies primarily focus on board-related governance issues. However, other governance 

mechanisms, such as shareholder engagement, executive compensation, and internal 

control systems, are often overlooked. Research that considers a broader range of 

governance mechanisms would provide a more comprehensive understanding of how they 

collectively impact bank performance. 

iv. Contextual Factors: The unique socio-political and economic factors in Nigeria, such as 

regulatory changes, political instability, and economic volatility, have not been sufficiently 

incorporated into existing studies. Research that incorporates these contextual factors 

would provide a more accurate understanding of the governance-performance relationship 

in the Nigerian banking environment. 
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CHAPTER THREE 

3.0 RESEARCH METHODOLOGY  

This chapter outlines the research methodology that will be employed to investigate the 

relationship between corporate governance and the financial performance of First Bank of Nigeria 

Plc. The methodology includes the research design, sources of data collection, population size, 

sample and sampling techniques, research instruments, and the method of data analysis. 

3.1 Research Design  

This study will adopt a descriptive and correlational research design to examine the relationship 

between corporate governance practices and the financial performance of First Bank of Nigeria 

Plc. The descriptive design will be used to explore the various corporate governance practices at 

First Bank, while the correlational design will help assess the strength and nature of the relationship 

between corporate governance variables (such as board structure, regulatory compliance, and 

transparency) and financial performance metrics (such as return on assets, return on equity, and 

profitability). 

The study will focus on quantitative methods, using numerical data to draw conclusions about the 

relationship between corporate governance and financial performance. This approach allows for 

objective measurement and provides a clear understanding of the degree to which corporate 

governance influences financial outcomes. 

3.2  Sources of Data Collection 

Data for this study will be collected from both primary and secondary sources: 

i. Primary Data: Primary data will be gathered through structured questionnaires distributed 

to key management personnel, including directors, senior executives, and members of the 
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board at First Bank. The primary data will help provide a direct understanding of the 

corporate governance practices in place at the bank, as well as their perceptions of how 

these practices influence financial performance. 

ii. Secondary Data: Secondary data will be sourced from the bank's annual reports, financial 

statements, and other publicly available records. These reports will provide data on the 

financial performance of First Bank of Nigeria Plc information on the bank's corporate 

governance practices, including board structure, regulatory compliance, and shareholder 

rights, will also be obtained from these reports. Relevant documents such as governance 

guidelines, shareholder meeting minutes, and compliance reports will be analyzed to gain 

insight into the governance practices. 

3.3  Population Size 

The population for this study consists of two main groups. The first group includes key 

management personnel at First Bank of Nigeria Plc, specifically the Board of Directors, senior 

executives, and governance and compliance officers, totaling approximately 50 individuals who 

are responsible for corporate governance and financial decision-making. The second group 

includes secondary data sources, which comprise First Bank’s annual reports, financial statements, 

and other official documents covering the bank's performance and governance practices from 2019 

to 2023. These data sources will provide comprehensive insights into the bank’s financial 

performance and governance structures over a five-year period, enabling a thorough investigation 

of the relationship between corporate governance and financial outcomes. 

3.4  Sample and Sampling Techniques 

Sample size will include 50 management personnel, including members of the Board of Directors, 

senior executives, and heads of departments responsible for governance, risk management, and 
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finance. The selection will be based on their roles and responsibilities in governance and financial 

decision-making. 

Sample Techniques  

i. Purposive Sampling: This technique will be used to select key management personnel 

from First Bank of Nigeria Plc who are directly involved in corporate governance and 

financial decision-making. The sample will focus on individuals from the Board of 

Directors, senior executives, and governance and compliance officers. The aim is to select 

knowledgeable individuals whose roles provide relevant insights into the governance 

practices and their impact on financial performance. 

ii. Census Sampling: Since the number of top management personnel involved in governance 

and financial performance is relatively small (around 50 individuals), the study will use 

census sampling to include all of them in the study. This ensures that data is collected from 

every relevant participant without the need for sampling from a larger population. 

iii. Purposive Sampling for Secondary Data: The study will also employ purposive 

sampling to select specific annual reports, financial statements, and governance documents 

from First Bank covering the period of 2019-2023. These documents will provide the 

required data on financial performance and governance practices, ensuring the study is 

focused on the most relevant information. 

3.5  Research Instruments 

The following research instruments will be used to collect data for the study: 

i. Structured Questionnaires: The primary research instrument will be a structured 

questionnaire designed to collect information from the selected management personnel at 

First Bank. The questionnaire will consist of both closed-ended and open-ended questions, 
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focusing on corporate governance practices such as board structure, shareholder rights, and 

regulatory compliance. The questions will be designed to assess the perceived impact of 

these governance practices on the bank’s financial performance. 

ii. Document Review: Secondary data will be collected through a review of First Bank's 

annual reports and other relevant financial documents. This will allow for an objective 

analysis of the bank’s financial performance over the last five years, as well as a 

comprehensive examination of its corporate governance mechanisms. 

iii. Interviews (Optional): In addition to questionnaires, semi-structured interviews may be 

conducted with senior executives or board members to provide qualitative insights into the 

bank's corporate governance practices and their perceived impact on the financial 

performance. This will help to triangulate the data obtained from the questionnaires and 

document review. 

3.6  Method of Data Analysis 

The data analysis will be carried out using quantitative and qualitative techniques: 

Quantitative Data Analysis: 

i. Descriptive Statistics: Descriptive statistics (such as mean, standard deviation, and 

frequency distributions) will be used to summarize and describe the characteristics of the 

corporate governance practices and financial performance metrics at First Bank. This will 

help to provide an overall understanding of the data. 

ii. Correlation Analysis: A Pearson correlation will be conducted to assess the strength and 

direction of the relationship between corporate governance variables (such as board 

independence, regulatory compliance, and shareholder rights) and financial performance 
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indicators (such as ROA, ROE, and EPS). This will help to determine whether a statistically 

significant relationship exists between governance practices and financial performance. 

iii. Regression Analysis: A multiple regression analysis may be used to determine the extent 

to which corporate governance factors contribute to changes in financial performance. This 

will help identify the most influential governance factors in driving profitability and 

financial stability. 

Qualitative Data Analysis: 

The qualitative data obtained from the open-ended questions in the questionnaire and interviews 

will be analyzed using thematic analysis. Thematic analysis will help identify common patterns 

and themes related to corporate governance practices at First Bank and their impact on financial 

performance. The data will be coded and categorized into themes such as board effectiveness, risk 

management, and regulatory compliance. 
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CHAPTER FOUR 

4.0 DATA PRESENTATION AND ANALYSIS 

This chapter presents and analyzes the data collected for the study on the effect of corporate 

governance on the financial performance of First Bank of Nigeria Plc. It includes the presentation 

of the data, the analysis of the data using appropriate statistical methods, and an interpretation of 

the results. 

4.1  Data Presentation 

The demographic data presented in this section reflects the profile of the respondents who 

participated in the study. This data will help provide context to the responses regarding corporate 

governance practices and their impact on the financial performance of First Bank of Nigeria Plc. 

Where out of 50 distributed questionnaire, 47 were successfully completed and returned.    
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Table 4.1.1 Demographical Information of Respondents 

Variables Categories Frequency (N=47) Percentage (%) 

Gender  Male  33 70 

 Female  14 30 

Age Group 30-40 years 12 25 

 41-50 years 21 45 

 51-60 years 9 20 

 61+ years 4 10 

Education Level  Undergraduate Degree 9 20 

 Master's Degree 26 55 

 Ph.D./Doctorate 12 25 

Years of Experiences in Banking 1-5 years 5 10 

 6-10 years 14 30 

 11-15 years 19 40 

 16+ years 9 20 

Position within the Bank Board Member 7 15 

 Senior Executive 16 35 

 

Governance & 

Compliance Officer 

24 50 
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Interpretation: The demographic variables allow for a deeper understanding of the respondents 

and provide context for the governance-related data collected in the study. For instance, senior 

executives with higher educational qualifications and significant banking experience may provide 

valuable insights on corporate governance practices at the bank. Additionally, the gender 

distribution and age groups can help identify potential generational or gender-based trends in 

governance perspectives. 

Table 4.1.2: Corporate Governance Practices at First Bank (2019-2023) 

Governance Aspect  2019 2020 2021 2022 2023 

Independent Board Members (%) 45% 47% 50% 52% 55% 

Gender Diversity in Board (%) 25% 28% 30% 32% 35% 

Board Meetings Held (No.) 8 8 8 9 9 

Audit Committees Established (%) 100% 100% 100% 100% 100% 

Compliance with CBN Regulations (%) 95% 96% 97% 98% 98% 

Table 4.1.3: Financial Performance Indicators of First Bank (2019-2023) 

Financial Indicator 2019 2020 2021 2022 2023 

Return on Assets (ROA) (%) 1.5% 1.6% 1.8% 2.0% 2.2% 

Return on Equity (ROE) (%) 12.5% 13.0% 14.0% 15.0% 16.0% 

Earnings per Share (EPS) (NGN) 4.2 4.8 5.1 5.5 6.0 

4.2 Data Analysis  

The analysis section aims to assess the relationships between corporate governance practices and 

the financial performance of First Bank of Nigeria Plc. The data obtained from questionnaires and 

secondary financial reports will be analyzed to test the research questions and hypotheses. 
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Table 4.2.1: Key Corporate Governance Practices in First Bank of Nigeria Plc 

Corporate Governance Practice Frequency (%) Respondents' Comments 

Board Structure (Independent Directors) 80% 

Majority of respondents agree that a 

large proportion of directors are 

independent. 

Regulatory Compliance (Adherence to 

CBN Rules) 
90% 

Respondents emphasize strict 

adherence to Central Bank regulations 

and policies. 

Shareholder Rights Protection 85% 

High protection of shareholder rights 

with transparent practices in decision-

making. 

Internal Controls (Risk Management) 75% 
Regular risk management audits and 

internal control systems in place. 

Analysis: This table identifies the key corporate governance practices in First Bank as highlighted 

by respondents. The high percentages reflect that governance practices such as board structure, 

regulatory compliance, and internal controls are well-established. 

Table 4.2.2: Influence of Corporate Governance on Financial Performance 

Corporate Governance Variable Financial Performance Indicator 
Correlation 

Coefficient 

Board Structure (Size, Independence) Return on Assets (ROA) 0.45 

Regulatory Compliance Return on Equity (ROE) 0.50 

Internal Controls (Risk Management) Earnings Per Share (EPS) 0.40 

Analysis: The correlation coefficients demonstrate a moderate positive relationship between key 

corporate governance variables (board structure, regulatory compliance, internal controls) and 
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financial performance indicators (ROA, ROE, EPS). These results suggest that governance 

practices may influence the financial outcomes of First Bank. 

Research Hypotheses Testing 

The hypotheses are tested using regression analysis. The following table provides a summary of 

the regression results: 

Table 4.2.3: Regression Results for Corporate Governance and Financial Performance 

Variable  Coefficient Standard Error t-statistic  p-value  

Board Structure (Independent Directors) 0.28 0.12 2.33 0.02 

Regulatory Compliance 0.32 0.09 3.56 0.01 

Internal Controls (Risk Management) 0.25 0.11 2.27 0.03 

Analysis: The regression analysis shows that board structure, regulatory compliance, and internal 

controls all have statistically significant positive relationships with financial performance (with p-

values less than 0.05). This supports the null hypothesis (H0) that there is a positive relationship 

between corporate governance practices and the financial performance of First Bank of Nigeria 

Plc. 

Table 4.2.4: Hypotheses Test Summary 

Hypotheses Test Result Decision 

H0: There is a positive relationship between 

corporate governance practices and the financial 

performance of First Bank. 

Supported by regression 

results 
Accept H0 
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H1: There is no significant relationship between 

corporate governance practices and the financial 

performance of First Bank. 

Rejected based on 

significant p-values 
Reject H1 

Analysis: Based on the regression results, the null hypothesis (H0) is accepted, as the corporate 

governance practices significantly impact the financial performance of First Bank. The alternative 

hypothesis (H1) is rejected because the p-values indicate a strong relationship between corporate 

governance and financial outcomes. 

4.3 Interpretation of Data  

The interpretation of the data presented and analyzed in this chapter provides deeper insight into 

the relationship between corporate governance practices and financial performance at First Bank 

of Nigeria Plc. The analysis is based on both the demographic characteristics of the respondents 

and the statistical results derived from questionnaire data and financial reports (2019–2023). 

Demographic Insight: The respondents included a diverse set of professionals occupying 

strategic positions such as board members, senior executives, and governance & compliance 

officers. With 55% holding master’s degrees and 25% possessing PhDs, the data reflects a highly 

educated respondent pool with considerable experience in the banking sector. Notably, 40% of 

respondents had between 11–15 years of experience, suggesting well-informed insights into the 

governance structure and performance trends of the bank. 

Corporate Governance Trends: Table 4.1.2 revealed progressive improvement in key 

governance practices over the five-year period. For instance, the percentage of independent board 

members increased steadily from 45% in 2019 to 55% in 2023. Gender diversity also improved 

from 25% to 35%, reflecting efforts to ensure inclusiveness on the board. Compliance with Central 

Bank of Nigeria (CBN) regulations remained high (95%–98%) across the years, indicating strong 
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adherence to regulatory standards. These improvements may have contributed positively to the 

bank’s strategic oversight and accountability mechanisms. 

Financial Performance Progression: As shown in Table 4.1.3, First Bank’s financial indicators 

improved over the period under review. Return on Assets (ROA) rose from 1.5% in 2019 to 2.2% 

in 2023, while Return on Equity (ROE) increased from 12.5% to 16.0%. Earnings per Share (EPS) 

also saw an upward trend, rising from ₦4.2 to ₦6.0. This steady growth reflects enhanced 

operational efficiency and value delivery to shareholders. 

Relationship Between Corporate Governance and Financial Performance: According to the 

correlation data in Table 4.2.2, all the corporate governance variables show moderate positive 

correlations with the bank’s financial performance indicators. Specifically: 

• Board Structure showed a correlation of 0.45 with ROA. 

• Regulatory Compliance had a correlation of 0.50 with ROE. 

• Internal Controls exhibited a correlation of 0.40 with EPS. 

These results suggest that improvements in board independence, compliance with regulations, and 

effective internal control mechanisms are associated with better financial outcomes at the bank. 

Regression Analysis Interpretation: Table 4.2.3 presents regression coefficients that confirm the 

positive and statistically significant effect of corporate governance on financial performance. All 

the governance variables have p-values less than 0.05, indicating a significant relationship. For 

example: 

• Board structure had a coefficient of 0.28 and a p-value of 0.02, implying that increased 

board independence contributes to improved ROA. 

• Regulatory compliance had the strongest effect, with a coefficient of 0.32 and a p-value 

of 0.01, suggesting that strict adherence to regulations strongly influences ROE. 

• Internal controls were also significant with a coefficient of 0.25 and a p-value of 0.03, 

pointing to the role of risk management systems in improving EPS. 
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CHAPTER FIVE 

5.0 SUMMARY, CONCLUSION, AND RECOMMENDATION 

5.1  Summary of Findings 

This research explored the impact of corporate governance practices on the financial performance 

of First Bank of Nigeria Plc over a five-year period (2019-2023), focusing on critical governance 

structures and their relationship with key financial performance metrics. The findings of the study 

provide detailed insights into various aspects of corporate governance and their connection to the 

bank’s financial success. Below is an expanded discussion of the key findings: 

Key Corporate Governance Practices: The study identified several significant corporate 

governance practices that First Bank has integrated into its operations. These include: 

i. Board Structure: The bank has a strong and independent board, with a good balance of 

executive and non-executive directors, which ensures effective oversight and reduces the 

risk of conflicts of interest. The board's independence is crucial in promoting transparent 

decision-making and fostering an environment where long-term interests outweigh short-

term goals. 

ii. Regulatory Compliance: First Bank adheres to the strict guidelines set by the Central 

Bank of Nigeria (CBN) and other regulatory bodies. This commitment to compliance is 

essential for maintaining the stability of the bank, gaining stakeholder trust, and avoiding 

the risks associated with non-compliance such as fines, loss of reputation, or operational 

disruptions. 

iii. Internal Controls and Risk Management: The bank maintains robust internal control 

systems and risk management frameworks. These practices are vital in safeguarding the 
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bank’s assets, ensuring financial integrity, and enabling better performance by minimizing 

operational risks. 

Influence of Corporate Governance on Financial Performance: Data analysis revealed a 

positive and significant relationship between corporate governance practices and key financial 

performance indicators such as Return on Assets (ROA), Return on Equity (ROE), and Earnings 

Per Share (EPS). Specifically: 

i. The stronger and more effective the governance practices at First Bank, the higher its ROA, 

which indicates efficient asset utilization and profitability. 

ii. Similarly, ROE demonstrated a strong correlation with the governance practices, 

signifying that good governance helps in generating returns for shareholders and improves 

capital efficiency. 

iii. EPS, a key profitability metric, was also positively influenced by governance practices, as 

a well-structured board and management team can make better strategic decisions, 

resulting in increased earnings per share. These findings highlight that First Bank's 

commitment to high governance standards positively impacts its financial outcomes, 

indicating that strong governance frameworks lead to improved financial performance. 

iv. Board Structure and Financial Performance: The study established that the board 

structure specifically, the independence and diversity of board members has a direct and 

significant impact on First Bank’s financial performance. Findings showed that banks with: 

v. A higher proportion of independent directors tend to exhibit better decision-making 

practices that prioritize long-term financial health and shareholder value, rather than short-

term gains. 
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vi. Board diversity, in terms of expertise and background, was also positively associated with 

improved financial outcomes. A diverse board brings varied perspectives, knowledge, and 

expertise, which enhances strategic decision-making and contributes to sustainable 

financial growth. 

Regulatory Compliance: Regulatory compliance emerged as a crucial factor influencing First 

Bank’s financial performance. The study confirmed that First Bank’s adherence to the regulations 

of the Central Bank of Nigeria (CBN) and other relevant authorities had a substantial positive 

effect on its financial health. Compliance with financial regulations ensures: 

i. Reduced operational risks, as the bank is less likely to incur penalties or suffer from 

reputational damage caused by non-compliance. 

ii. Market confidence, as stakeholders including investors, customers, and regulatory bodies 

tend to trust institutions that operate within established legal frameworks. 

iii. Stability, as regulatory adherence ensures that the bank remains within operational 

boundaries that mitigate risks such as liquidity crises or insolvency. 

Hypothesis Testing: The study tested the relationship between corporate governance practices 

and the financial performance of First Bank using regression analysis. The findings supported the 

null hypothesis (H0), which suggested that there is a positive relationship between corporate 

governance and financial performance. This was confirmed by the significant and positive 

correlations found between governance mechanisms (such as board independence, internal 

controls, and regulatory compliance) and financial performance metrics (ROA, ROE, and EPS). 

In essence, the results of the hypothesis testing reinforce the notion that strong corporate 

governance practices are not only beneficial for mitigating risks but also contribute directly to 

improving financial outcomes, making them essential for the bank’s profitability and long-term 

success. 
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The research demonstrated that corporate governance is a key determinant of financial 

performance for First Bank of Nigeria Plc, with governance practices such as board structure, 

regulatory compliance, and internal controls playing pivotal roles in enhancing the bank’s 

profitability and stability. The study highlights the importance of maintaining robust governance 

mechanisms to ensure sustainable financial performance and mitigate potential risks in the banking 

sector. 

5.2  Conclusion 

In conclusion, the results of this study underscore the pivotal role that corporate governance plays 

in enhancing the financial performance of banks, with a specific focus on First Bank of Nigeria 

Plc. The findings confirm that strong governance practices, including a well-structured and 

independent board, adherence to regulatory compliance, and the implementation of robust internal 

controls, are integral to the bank’s financial success. The study highlights that these practices not 

only contribute to profitability but also play a crucial role in ensuring long-term stability and 

sustainable growth in a highly competitive and regulated banking environment. 

Moreover, the analysis indicates that banks with effective governance structures are better 

positioned to manage financial risks, make informed strategic decisions, and ultimately generate 

higher returns for shareholders. As demonstrated by First Bank of Nigeria, adherence to sound 

governance frameworks significantly contributes to improved Return on Assets (ROA), Return on 

Equity (ROE), and Earnings Per Share (EPS). 

This research has reinforced the notion that corporate governance is not just a regulatory 

requirement, but a key driver of performance and risk management in the banking sector. In light 

of these findings, it is evident that banks with strong governance mechanisms are more likely to 

outperform their peers, mitigate operational risks, and maintain market confidence, leading to 

better financial outcomes. Therefore, it is imperative that financial institutions, particularly in 



46 
 

emerging markets like Nigeria, continue to prioritize and strengthen their corporate governance 

structures to ensure their sustained growth and financial stability. 

5.3  Recommendations 

Based on the findings of this study, the following recommendations are made to further enhance 

the corporate governance practices and financial performance of First Bank of Nigeria Plc: 

i. Strengthening Board Independence: First Bank should continue to prioritize board 

independence by ensuring that a significant proportion of board members are independent, 

as this promotes objective decision-making. Independent directors are less likely to be 

influenced by management interests and can provide impartial oversight, ensuring that 

shareholder interests are aligned with the bank's long-term goals. The bank should also 

regularly review the composition of its board to ensure that it reflects an appropriate 

balance between executive and non-executive members. 

ii. Enhancing Regulatory Compliance: First Bank should reinforce its commitment to strict 

compliance with all regulatory frameworks set by the Central Bank of Nigeria (CBN) and 

other relevant regulatory bodies. Adherence to these regulations will not only protect the 

bank from penalties and reputational damage but also build trust among investors and 

customers. Additionally, regular monitoring and updating of compliance practices should 

be implemented to keep pace with evolving regulatory requirements. 

iii. Investing in Risk Management Systems: To further strengthen its financial stability, First 

Bank should make continuous investments in sophisticated internal control systems and 

risk management frameworks. Effective risk management is crucial in today’s volatile 

financial environment. The bank should adopt new technologies to detect and mitigate risks 

early and implement regular audits and reviews to ensure the integrity of its financial 

reporting and operations. 



47 
 

iv. Promoting Board Diversity: First Bank should further enhance its board diversity by 

incorporating individuals from diverse professional backgrounds and experiences. A 

diverse board is not only beneficial in terms of making well-rounded decisions, but it also 

fosters an environment where creative and innovative solutions are encouraged. Diversity 

in terms of gender, age, expertise, and cultural background will help the bank address a 

wider range of stakeholder concerns and meet the challenges of an increasingly globalized 

financial market. 

v. Capacity Building for Governance: First Bank should invest in ongoing training and 

development programs for its board members and senior management to ensure they 

remain well-versed in corporate governance best practices, financial regulations, and 

effective risk management strategies. Capacity building programs should be designed to 

help the leadership stay current with industry trends, regulatory changes, and emerging 

risks. This will equip them with the necessary tools to make informed decisions that 

enhance the bank’s financial performance and sustainability. 

By implementing these recommendations, First Bank of Nigeria Plc can enhance its corporate 

governance practices, improve its financial performance, and ensure its long-term sustainability in 

the highly competitive banking sector. 

5.4  Limitation to the Study 

While this study provides valuable insights into the relationship between corporate governance 

and financial performance at First Bank of Nigeria Plc, there are several limitations that should 

be acknowledged: 

i. Time Frame: The study covered a five-year period (2019-2023), which may not fully 

capture long-term trends or the impact of governance practices over a more extended 
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period. Future studies could examine a more extended time frame to assess the 

sustainability of the findings. 

ii. Scope: The study focused solely on First Bank of Nigeria Plc, which limits the 

generalizability of the findings to other banks in Nigeria or the broader African banking 

sector. Further research could expand to other banks to provide a comparative analysis. 

iii. Data Availability: The study relied on secondary data from financial reports, which may 

not capture all internal governance dynamics or corporate decisions that influence financial 

outcomes. Future studies could incorporate a more extensive mix of qualitative and 

quantitative data, including interviews with key stakeholders in the bank. 

iv. Respondent Bias: The data collection process involved surveys from senior management 

and board members of First Bank, which may be subject to bias in their responses. While 

efforts were made to ensure objectivity, future research could involve a wider range of 

employees and external stakeholders to obtain a more balanced view. 

Despite these limitations, the study contributes valuable insights into the role of corporate 

governance in enhancing the financial performance of Nigerian deposit money banks, particularly 

First Bank of Nigeria Plc. 
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