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CHAPTER ONE
INTRODUCTION
1.1 BACKGROUND TO THE STUDY
The growth and development of every economy depends on the country’s financial system. In Nigeria, the banking industry practically commands the financial sector. The industry has undergone series of restructuring all geared towards protecting deposit funds, maintaining and ensuring soundness of banking and improving the welfare of employees and stakeholders. The banking sector has been bedeviled with internal (workers and investors) and external (public and depositors) dissatisfaction culminating to image problem. As a result, most banks have sort for improved techniques like information and communication technology (ICT), total quality management strategies, corporate governance strategies, repackaging and rebranding, to compete more effectively to solve these problems and as well to enhance their financial and corporate performance (Akintoye, 2010; Adekunle, 2020).
Corporate governance has been an issue of global concern long before now. However, it came to limelight in the 1980s as a result of the fallout of the Cadbury report in the United Kingdom, which concentrated on the financial aspects of corporate governance. Immediately followed suits, the issue of corporate governance transmitted across all developed and developing countries (Akpan & Rima, 2017). Proper governance of companies is now as crucial to the world economy as the proper governance of countries and will converge in associated issues of competitiveness, corporate citizenship, social and environmental responsibility. The governance of banks becomes even more prominent considering their role in financial intermediation in developing economies. Commercial banks are the main providers of funds to enterprise and where there is thin or absence of good capital market, their failure becomes the failure of system. Simpson (2009) notes that the impact of the failure of the banking system can have immense cost, as it has been repeatedly been seen that bank failure cost developing countries up to 15% of their GDP and losses that outweighs aids received. The major challenge of world’s economy today is not in the area of manufacturing modern equipments that will help fight government rebellions or any such crises that may occur in the economy. However, solving the problem of governance can help to totally strengthen an economy and improve the living standards of its citizenry. This is evident in the fact that many companies all over the world suffer from the impact of bad governance and which in effects results to costly impact on the performance of organizations in the economy (Bebeji, etal, 2019). 
Commercial banks play crucial roles in propelling the entire economy of any nation by channeling surplus funds to the deficit units, of which there is dire need for repositioning to achieve efficient financial performance through a reform process geared towards forestalling bank collapse. In Nigeria, the reform process of the banking sector is part and parcel of government strategic agenda aimed at restructuring and integrating the Nigerian banking sector into continental and global financial system. To make the banking sector sound according to Akpan and Rima (2020), the sector has undergone remarkable changes over the years in terms of number of institutions, structure of ownership, as well as breadth and depth of operations. These changes have been influenced mostly by the constraints posed by deregulation of the financial system, globalization of operations, technology advancement and implementation of supervisory and prudential requirements that conform to international regulations and standards, which corporate governance is inclusive. 
Corporate governance is generally the systems of rules, practices and processes by which a company is directed and controlled. According to Akintoye (2010) corporate governance involves the balancing the interest of a company’s many stakeholders such as shareholders, management, customers, suppliers, financier, government and the community. Corporate governance also provides the platform for attaining company’s objectives and it covers practically every sphere of management from actions plans and internal controls to performance measurement and corporate disclosure. Good corporate governance wields more profits for the firms, raises their valuation and sales growth and it has the possibility of reducing their capital expenditure. It has been reported by Love (2006) that good corporate governance increases the confidence of stakeholders and stimulates the goodwill of the organization. Corporate governance is a tool to ensure the existence of equity, fairness, accountability and transparency in corporate reporting. Mayer (2011) notes that corporate governance is not only about improving corporate efficiency, it also encompasses two major issues namely the company’s strategy and life cycle development.  It therefore, ensures that management of organizations pursues those strategies that will safeguard the interest of the shareholders. Good corporate governance is generally identified as those governance mechanisms that are based on a higher level of corporate responsibility that an organization exude in relation to transparency, accountability and ethical issues (Bebeji, etal, 2015). Corporate governance is usually targeted to enhance competition, while allowing customers the option of making a choice. However, corporate governance arrangement and institutions vary from place to place but the focus is to promote corporate unbiasedness, accountability and probity (Akpan& Rima, 2020). Thus, good corporate governance represents a central issue for the operation of modern banking industry in the world today as it has the capacity of affecting their profitability, solvency and liquidity levels. 
1.2 STATEMENT OF PROBLEM
Below are the problems of the study;
[bookmark: _GoBack]1. Aremu (2018) observed that corporate governance is still at infancy in the Nigerian banking industry as only 40% of quoted commercial banks seem to have recognized corporate governance codes. The weakness inherent in the application of corporate governance ethics is perhaps the most vital factor responsible for corporate failures and financial distress among banks. 
2. The profile of corporate fraud which tends to lead to failures in the Nigerian banking industry is high. 
3. Poor application of corporate governance mechanism is identified as one of the major possible factor in virtually all known instance of banks’ failure in the country due to their non-compliance to corporate government ethics. Aremu (2021) lamented that the past distresses experienced by Nigerian banks is as a result of lack of proper oversight, regulatory, supervisory and corporate governance functions by the board of directors, in which some them run their organizations for their own personal interest. 
1.3. OBJECTIVE OF THE STUDY
The main objective of the study is to examine the impact of corporate governance on financial performance of the Nigerian banks using a case study of First Bank of Nigeria.  The specific objectives of the study are:
1. To examine the impact of corporate governance on returns on asset of First Bank Plc.
2. To examine the impact of corporate governance on returns on equity of First Bank Plc.
3. To examine the impact of corporate governance on net profit margin of the First Bank Plc.
1.4. RESEARCH QUESTIONS
The study is aimed to provide relevant answers to the following research questions and they are:
1. Does corporate governance impact on returns on asset of First Bank Plc?
2. Does corporate governance impact on returns on equity of First Bank Plc?
3. Does corporate governance impact on net profit margin of First Bank Plc?


1.5. RESEARCH HYPOTHESES
Based on the objectives and questions raised in the study, three hypotheses were developed to guide the study. The three hypotheses are stated in their null form and they include:
1. H01: Corporate governance has no significant impact on returns on asset of First Bank Plc.
2. H02: Corporate governance has no significant impact on returns on equity of First Bank Plc.
3. H03: Corporate governance has no significant impact on net profit margin of First Bank Plc.
1.6.  SIGNIFICANCE OF THE STUDY
The study provides a picture of where banks stand in relation to the codes and principles on corporate governance introduced by the Central Bank of Nigeria. It will further provides an insight into understanding  the degree to which the banks that are reporting on corporate governance have been compliant with different section of the codes of the best practice and where they are experiencing difficulties.
Financial institutions, non-financial institutions, private sectors, stakeholders in financial system and as well as other corporate titans will find this study as an invaluable asset which spelt out ways of improving an organization’s financial performance via corporate governance

The research study will also be beneficial to future researchers and undergraduate and postgraduate students wishing to carry out similar study in their future research undertakings.
1.7. SCOPE OF THE STUDY
The study is delineated to examine the impact of corporate governance on financial performance by placing strong emphasis on First Bank Plc between the periods 2011-2016. 
Limitations of the study
1. One of the major limiting factors encountered by the researcher in the course of research work is the inability of the researcher to generate adequate data and relevant information’s, apparently due to the reason being that the research was carried out in a developing country like Nigeria, are usually inhibited by inadequacy of data.
2.  The researchers encounter the difficulty of adequate and timely secretarial assistance. This causes unnecessary delays in the completion of research studies.
3. Library management were not functioning  enough for acquisition of research materials, this is not satisfactory enough and most of the time and energy of researchers are spent in tracing out the books, journals, reports, etc., rather than in tracing out relevant material from them.
4. Finally insufficient of funds for research study.
1.8. METHODOLOGY
Secondary data sourced from the Nigerian Stock Exchange (NSE) and financial statements of First Bank Plc for the period considered were used in the study. Returns on asset (ROA), returns on equity (ROE) and net profit margin (NPM) were used as indices to measure financial performance while board size (BS), board composition (BC), chief executive officer’s duality status (CDS) and number of shareholders (NS) were used as indices to measure corporate governance.
Three models are developed to estimate the impact of corporate governance on financial performance of the sampled bank. The first model estimates the impact of corporate governance (BS, BC, CDS, NS) on returns on asset (ROA). The second model estimates the impact of corporate governance (BS, BC, CDS, NS) on returns on equity (ROE). The third model estimates the impact of corporate governance corporate governance (BS, BC, CDS, NS) on net profit margin (NPM).
The regression analysis is therefore employed to estimate the coefficients of parameters estimate in each of the models.
1.9. DEFINITION OF KEY TERMS
CORPORATE GOVERNANCE: These refer to the set of rules, controls, policies and resolutions put in place to dictate corporate behavior to the stakeholders of a firm.
FINANCIAL PERFORMANCE: This is a measure of how well a firm can use assets from its primary mode of business and generates revenue. This term is also used as a general measure of firm’s over all financial health over a given period of time.
RETURNS ON ASSET: This measure of a company’s profitability equals to a fiscal year’s earnings divided by its total asset, expressed as a percentage. 
RETURNS ON EQUITY:  This measure of how well a company used re-invested earning to generate additional earnings, equal to fiscal year after-tax income (after preferred stock dividends but before common stock dividends) divided by book value expressed as a percentage.
TOTAL ASSETS: This refers to the final amount of all gross investments, cash and equivalents, receivables and other assets presented on a firm’s balance sheet. Total assets are the aggregation of fixed assets and current assets.
NET PROFIT MARGIN: This refers to how much of a company’s revenue are kept as net income. The net profit margin is generally expressed as a percentage.


  


CHAPTER TWO
LITERATURE REVIEW
2.1. INTRODUCTION
In Nigeria, the issue of corporate governance gained importance in the post Structural Adjustment Programme era. This period witnessed the growth of private ownership and financial institutions. Because of the poor corporate culture in these institutions, the country witnessed a very high rate of corporate failure (Paul & Yakubu, 2022). To restore the confidence of the public, the Securities and Exchange Commission (SEC) set up a committee in 2000 whose report was the first to advocate for corporate governance codes for companies in Nigeria. This was followed by a similar code set out by the Central Bank of Nigeria in 2006 to address the practice of corporate governance in the Nigerian banking industry.
However, lessons from the corporate failures and losses in past decades have showed that the role of corporate governance practices can play in maintaining viable entities and safeguarding stakeholders’ interest. Most of the corporate failures that were recorded in the Nigerian banking industry are typical examples of the risks posed by corporate governance breakdown.
This chapter discusses the relevant literature as regard corporate governance and financial performance of Nigerian banking industry under the following subheadings – conceptual framework, theoretical framework, review of empirical studies and identification of GAPS in literature.
2.2. CONCEPTUAL FRAMEWORK                
2.2.1. Concept of Corporate Governance
There is no universally acceptable definition of corporate governance which enjoys consensus of opinions in all settings and countries of the world. The concept is thus defined and understood in different parts of the world, depending on the relative powers of owners, managers and providers of capital. A number of scholars have viewed corporate governance from two different perspectives namely stakeholders model and shareholders model. Anderson (1999) notes that corporate governance in its narrowest sense (shareholders model) refers to the formal system of stewardship of the board to the shareholders. Conversely, in its widest sense (stakeholders model), corporate governance refers to the network of relationships between an organization and its various stakeholders. Paul and Yakubu (2022) submit that there is no need for such distinction since both models have identified corporate governance as network of relationships between a company and its public through which the board is held accountable.
Rogers (2008) defines corporate governance as building credibility, ensuring transparency and accountability as well as maintaining an effective channel of information disclosure that would foster corporate performance. Roger (2008) further opined that, corporate governance is about how to build trust and sustain confidence among the various groups that constitute an organization.  Alexandria, etal, (2005) sees corporate governance as the system by which companies are directed and controlled. The nature of corporate governance going by their definition consists of two parts: direction and control. The direction side of corporate governance refers to the responsibility of the board to attend to strategic positioning and planning in order to enhance the performance and sustainability of the company. The control side of the definition emphasizes the responsibility of the board to oversee the executive management of the company in the execution of plans and strategies.
Adewole, etal, (2017) observe that central to all definitions of corporate governance are issues of corporate social responsibilities, adequate disclosures, conformity with laws and guidelines and active participation of stakeholders in corporate decision making. Classens and Yurtogolu (2012) identified two distinct categories to explain the concept of governance as “the behavioral pattern which explains the actual behaviors of corporation as measured by performance, efficiency, growth, financial structures and treatment of shareholders and other stakeholders, and the normative framework which relates to the rules under which firms operate with the rules coming from such sources as legal systems, financial markets and factors market”. Going by this definition, it can be deduced that corporate governance stems from behavioral pattern as well as the normative framework, with the normative framework influencing the behavioral pattern.The Chartered Institute of Bankers in Nigeria (2012) view corporate governance as the set of responsibilities and practices exercised by the board and executive management with the goal of providing strategic direction, ensuring that objectives are achieved, ascertaining that risks are managed appropriately and verifying that the organization’s resources are used responsibly. 
Effective corporate governance has become central to achieving the success in the global business world. Corporate governance sets out the rules and practices that govern the relationship between stakeholders in corporations. It ensures transparency, fairness and accountability and is a requirement for the integrity and credibility of organizations. A typical corporate governance structure usually addresses issues such as roles of the Chief Executive Officer and Chairman, board of directors, remuneration and representation of shareholders, audit committee, rights and treatment of shareholders and stakeholders, external auditors and disclosures. It is expected that a board should be composed in a manner that would enable it lead by example and set the right tone on ethical issues. The ideals of corporate governance include appropriately empowering executives, and ensuring that their strategy considers both risk and reward over time. Also, a good corporate governance system ensures that the organization’s risk management and control mechanisms are robust and adequate, and executive remuneration promotes organizational performance.
2.2.2.    The State of Corporate Governance for Banks in Nigeria
In Nigeria, there is a number of corporate governance provisions that every company is required to obey. Specific provisions were made for the guidance of the operations of banks in Nigeria. In the banking sector, listed banks must abide with the provision of the Companies and Allied Matters Act (CAMA) 2004, the Banks and other Financial Institutions Act (BOFIA) 1991, the Investment and Securities Act (ISA), 1999, the Nigerian Deposit Insurance Corporations (NDIC) Act 1988, the CBN Act of 1991, the various prudential guidelines by the CBN, the listing requirements of the Nigerian Stock Exchange (NSE) and the Securities and Exchange Commission (SEC) Rules and SEC Code of Corporate Governance, 2004.
In 2006, the Central Bank of Nigeria produced the code of corporate governance for banks in Nigeria’s post-consolidation era which banks must also abide. Similarly, accounting standards (SASs) is to comply with the requirements of the relevant company laws (Wilson, 2007). Each of these statutes imposes stringent requirements on banks to establish or identify, document, test and monitor the internal control processes.  The main regulators for the listed banks are the Central Bank of Nigeria, the Nigerian Deposit Insurance Corporation (NDIC), the Securities and Exchange Commission (SEC), the Corporate Affairs Commission (CAC) and the National Insurance Commission of Nigeria (NICON).
The SEC code of corporate governance 2004 for publicly listed firms in Nigeria, produced by AtedoPeterside led committee, precedes the CBN code of corporate governance for banks and other financial institutions. The code made provisions for best practices to be followed by publicly quoted companies registered in Nigeria. It is meant to exercise power over the direction of the firm; the supervision of execution action; the transparency and accountability in governance of the companies within the regulatory framework and market and for other purposes connected therewith. Similarly, the code made provisions covering the duties of board of directors and its composition, the positions of the board chairman and chief executive officer, proceedings and frequency of meetings, board duties, the positions of executive directors and non-executive directors, compensation of board members and reporting and control. Others are institutional shareholders; the audit committee, its composition, qualification and experience of its members, its terms of reference and conduct of meetings. 


2.1.3.Principles of Corporate Governance
Padney (2005) opines that good corporate governance requires companies to adopt practices and policies which comprise performance, accountability, effective management control by the board of directors, constitution of board committee as part of professionally qualified, non-executive and independent directors on the board, the adequate timely disclosure of information and the prompt discharge of statutory duties. The Organization for Economic Cooperation and Development (OECD) put forward a set of international principles of corporate governance. These principles were developed to respond to the growing recognition of the importance of governance to enterprise performance and to spate of recent corporate failures in Asia, Africa and other parts of the world. The principles include:
The Rights of Shareholders 
This principle deals with the right of shareholders. It concerns the protection of shareholders’ rights and the ability of shareholders to influence the behavior of cooperation. The basic shareholders’ rights are right to secure methods of ownership registration, convey or transfer share, obtain relevant information on the corporation on timely basis, elect members of board and share profits of organizations.
Equitable Treatment of Shareholders
This principle emphasizes that all shareholders including foreign shareholders, should be treated fairly by controlling shareholders, boards and management. This principle calls for transparency with respect to the distribution of voting rights and the way in which voting rights are exercised. 
The Role of Stakeholders
A good corporate governance framework should recognize the rights stakeholders has, as established by such a framework should ensure active cooperation between corporations and stakeholders in creating wealth, jobs and the sustainability of a sound enterprise. To achieve this, corporate governance should ensure that the rights of shareholders are respected, the rights of stakeholders are protected by law, stakeholders have the opportunity to redress any violation of their rights and stakeholders are provided access to relevant information to enable them participates actively in governance process.
Disclosure and Transparency
This principle supports the development of highly internationally accounting standards. This stipulates that all the material matters regarding the governance and performance of the corporation be disclosed. This also underscores the importance of applying high quality standards of accounting, disclosure and auditing. Disclosure should include, but not limited to material information, financial and operating results, company’s objectives and major share ownership and voting rights.
The Responsibilities of the Board
The traditional view of directors is that they serve primarily to monitor management. However, according to Adekunle (2019), directors are also saddled with the task of adding value to the company. The principle, which reflects the value-added approach, suggests that directors are responsible for the strategic guidance of the enterprise in addition to monitoring management. In doing this, board members should ensure the independence of the board; act on a fully informed basis and in good faith, with due diligence and care, and in the best interest of all stakeholders.
Other principles of corporate governance include trust, honesty, transparency, performance, orientation, integrity, responsibility, accountability, mutual respect and commitment to the organization.
2.1.4. Application of Corporate Governance Principles in Nigeria
Good corporate governance principles applications has now become an acceptable international practice, which every country is embracing, realizing the need to align with international best practices. The Nigerian Securities and Exchange Commission (SEC) in partnership with the Corporate Affairs Commission (CAC) inaugurated a 17-member committee in June, 2000. The committee was mandated to identify weaknesses in the current corporate governance practices in Nigeria and fashion out necessary ways that would bring about improvements. Membership of the committee was carefully selected to cut across all sectors of the economy including members of professional organizations, the private sector and regulatory agencies. The terms of references of the committee are to:
a. Identify weakness in the current corporate governance practices with Nigeria with respect to public companies.
b. Examine practices in other jurisdictions with a view to the adoption of international best practices in corporate governance in Nigeria.
c. Make recommendations on necessary changes in current practices, and
d. Examine any other issues relating to the application of corporate governance principles in Nigeria.
The committee submitted a draft code of corporate governance for further view at three locations namely Lagos, Abuja and Port-Harcourt of which comments and contributions were made from various stakeholders of whom a good number of them were accepted and subsequently incorporated into the committees’ final report. The final report which centered on the code of best practices on application of corporate governance principles in Nigeria was approved by the boards of the Securities and Exchange Commission (SEC), being the regulatory authority of the capital market and Corporate Affairs Commission (CAC), being the regulatory agency of companies in Nigeria. The main target of code is the board of directors as leaders of corporate organization as well as responsibilities of other stakeholders including shareholders and profession bodies (ICAN, 2008).
2.1.5. Elements of Board Structure
The directors are the key characteristic of good corporate governance mechanism and are regarded as the officers of the company by the company laws (Coleman, 2008). Board structure, which covers board size, board composition, board diversity and board committees are the standard yardsticks that can be used to measure corporate governance practices in Nigeria (Enobakhane, 2015; Progress, etal, 2021). Board structure refers to how the organization is structured in terms of board of directors and plays a key role in the performance of the firm (Progress, etal, 2014). The elements of board structure are succinctly explained below.
Board Size
According to Enobakhane (2010), board size is the total number of directors that an organization has in its board structure. This is calculated as the total minimum number of directors (at least five) needed by the central bank over the total number of directors within the board at the end of the annual financial year. It goes without doubt that the number and quality of directors in a company has effect on how the board functions, hence its company performance.  Studies have showed that the best board size influencing the performance of firm is inconclusive. The possibility of a large board size has the likelihood of having more knowledge and skills at their disposal which will boost performance (Williams, 2002), whereas studies like Ramano, etal, (2012) found that when board grow, they become less likely to function effectively, which may create a diminished sense of individual responsibilities. Okpanachi, etal, (2013) found that large boards are effective to coordinate. Firm’s performance is positively correlated with small boards as opposed to firms with large boards. Studies like Traibesi (2010) found that increasing board size has negative effects on banks’ performance.
Board Composition
According to Enobakhare (2010), board composition is the total number of directors brought from outside the company to sit on the board divided by the board size in a given period. Board composition is debated corporate governance issue since it could influence board deliberations and the capability to control top management decisions and results. Non-executive directors and independent directors has become a relevant issue in the corporate governance mechanisms for ensuring corporate accountability and firm growth (Ramano, etal, 2012). The effect of board composition on firm’s performance is inconclusive.Okpanachi (2013) adduce that firms perform better with higher numbers of board of directors dominated by outsiders on the other hand La Porte (2008) found that proportion of outside directors have no robust impact on the performance of firms.
Board Committee
Board committees are internal regulatory and supervisory board chaired by an external director which oversees the effective operations and acts of the board of directors (Progress, etal, 2014). It is computed as the total minimum number of internal committees, which the central bank and the international corporate governance codes needs for a bank over the total number of committees, the commercial bank has at the end of the trading period. Ramano, etal, (2017) stress that board committees are important corporate governance tools which monitor corporate activities and protection of shareholder value. Many countries requires all listed companies as well as banks to have an internal control and risk (audit) committee, remuneration committee, nomination committee, asset and liability management committee. Board committees is a powerful yardsticks for better functioning of banks, as the number of board committees has tremendous impact on banks’ performance (Adekunle, 2018).
Board Diversity
Board diversity is the mixture of men and women, people from different age brackets, people with different ethnic groups and racial backgrounds (Enobakhare, 2010). Board diversity is a highly debatable corporate governance issue.  A typical example of board diversity is gender diversity, which refers to the inclusion of women on corporate board of directors. Board gender diversity is calculated as the total number of women in the board over the board size in a given period (Progress, etal, 2014). It is believed that board diversity affects corporate governance directly or indirectly. Studies such as Ramano, etal, (2012) found no significant relationship between the proportion of female-board members and firms’ performance. On the contrary, Dutta (2009) reported a positive and significant relationship between the percentage of women on the board of directors and the market value-added of firms.
2.1.6.Benefits of Corporate Governance to the Nigerian Banking Industry
Corporate governance has taken a stronger foothold in developed countries when compared to emerging economies. Good corporate governance has many benefits to organizations. The importance of corporate governance tends to vary with level of organizational governance (Progress, etal, 2014). Adekunle (2013) argues that company level; well governed companies tend to have better and cheaper access to capital and tend to outperform their poorly governed peers in the long-run. Levine (2006) alludes that good corporate governance can reduce the risk of financial crisis, which can have gigantic social and economic costs. Enobakhane (2010) stress that good corporate governance can lead to better relationship with all stakeholders and thus improve labour relations as well as climate for improving social aspects such as environmental protection.
Corporate governance plays an important role in enhancing the investment environment and creates a multitude of benefits to organizations and their shareholders as follows:
Benefits to Organizations:
Compliance with corporate governance principles has immense benefits to owners, managers and stakeholders of organizations and increase transparency and disclosure by:
i. Improving access to capital and financial markets.
ii. Helping to survive in an increasingly competitive environment through mergers, acquisitions, partnerships and risk reduction through asset diversification.
iii. Leads to better internal control systems to detect and prevent fraud occurrence, greater accountability and better profit margins.
iv. Paves way for possible future growth, diversification and the ability to attract equity investors as well as reduces the cost of credit.
Benefits to Shareholders
i. Provides proper incentives for the board and management to pursue objectives that are in the interest of the company and shareholders, as well as facilitates effective monitoring.
ii. Provides shareholders with greater security on their investment.
iii. Ensures that shareholders are well informed on decisions pertaining to the fundamental issues like amendments of statutes, articles of incorporation and sales of asset, etc.
2.1.7. Challenges and Weaknesses of Corporate Governance in the Nigerian Banking Industry
Adekunle (2013) and Progress,etal, (2014) in their respective journals identified the frontline challenges bedeviling corporate governance in the Nigerian banking industry and they include
i. Disagreement between board and management giving rise to board squabbles.
ii. Ineffective board oversight functions.
iii. Overbearing influences of managing director and chief executive officer.
iv. Weak internal controls.
v. Non-compliance with laid down internal control guidelines.
vi. Passiveness of some shareholders.
vii. Inability of directors to make good contribution to the growth and development of the organization.
viii. Inability to plan and respond to changing business circumstances.
ix. Succumbing to the pressure from other stakeholders e.g. desire for high dividends.
x. Ineffective management information system.
xi. Lack of proper laid-down code of conduct to be followed.
xii. Ignorance of some directors about the concept of corporate governance and its roles within an organizational set-up.
2.3. THEORETICAL REVIEW
Hawley and Williams (1996) stated that there are four models of corporate governance namely the simple financial model, the stewardship model, the stakeholder model and the political model.  The models are explained as follows:


2.3.1. The Simple Financial Model
From the finance perspective, the central problem in corporate governance is to construct rules and incentives (that is implicit or explicit contracts) to effectively match the behavior of managers (agents) with the desire of their principals (owners). The rules and incentives in the financial model refer to those established by the firms rather than to be legal or political regulatory system and culture of the host economy or nature of the owners.
2.3.2. The Stewardship Model
In this model, managers are good stewards of the organizations and they assiduously work to attain high level of corporate profit and shareholders’ return (Donaldson & Davis, 1994; Adekunle, 2013). Managers are principally motivated by achievements and responsibility needs’ and given the need of managers for responsibility. Donaldson & Davis (1994) notes that boards that are dominated by non-executive directors are good and will eventually lead to the achievement of improved corporate profit and returns of the shareholders.
2.3.3. The Stakeholder Model
The stakeholder model stipulates that the firm is a system of stakeholders operating within a larger system of the society that provides the necessary legal and market infrastructure for the activities of the firm (Hawley & Williams, 1996). The purpose of the firm is to create wealth or value for its stakeholders by converting their stakes or investment into goods and services. Blair (1995) proposes that the task of the directors and management should be to maximize total wealth creation by the firms. The key to achieving this is to enhance the voice of, and provide ownership-like incentives to those participants in the firms who contribute or control critical, specialized inputs and to align the interests of these critical stakeholders with the interest of external and passive shareholders. The model emphasizes the need to provide ‘voice’ and ‘ownership’ like incentives to critical stakeholders.

2.3.4. The Political Model
The political model recognizes that the allocation of corporate power, privileges and profits between owners, managers and stakeholders is determined by how government favours their various constituencies.  The ability of corporate stakeholders to influence allocation between themselves at the micro level is subject to the macro framework, which is subjected to the influence of corporate sectors.
Paul and Yakubu (2017); Bebeji, etal, (2019), Akintoye (2018) and Adekunle (2015) in their respective studies identified three vital theories of corporate governance in contemporary time namely stewardship theory, the agency theory and the market theory.
The stewardship theory of corporate governance holds that, because people can be trusted to act in the public good in general and in the interests of their shareholders in particular, it makes sense to create management and authority structures that, because they provide unified command and facilitate autonomous decision making, enables companies to act and react quickly and decisively to market opportunities (Akintoye, 2010). This approach for instance, leads to the combination of the roles of chairman and chief executive officer, and for audit committees to be non-existent or light-weight. Resistance to the modern corporate governance movement is based on this theory.
The agency theory of corporate governance sees shareholders as the principals and management as their agents. Agents will however, act with rational self-interest. They will tend to maximize their monetary compensation, job stability and other perks, and cannot be expected to act in the interests of the shareholders. They need instead to be monitored and controlled to ensure that principals’ best interests are served. This theory is the basis for most today corporate governance’s activity.
The market theory of corporate governance stipulates that it does not really matter whether managers see themselves as stewards or agents, because shareholders will simply sell in the market the stocks and shares of those companies whose directors are not generating adequate returns for their investment. 

2.4. REVIEW OF EMPIRICAL STUDIES 
Various studies have been conducted to examine the impact of corporate governance on the financial performance of organizations in Nigeria and in other foreign countries.
Progress, etal, (2017) investigated the impact of corporate governance on the performance of selected five commercial banks in Zimbabwe between 2009-2012.  The multivariate regression model to employ to assess the causal relationship between corporate governance measures (board size, board composition, internal board committee and board diversity) on banks’ performance (return on equity). The results indicate unidirectional causal relationship from corporate governance to banks’ performance. In addition, there is a positive relationship between board composition, board diversity and bank performance whereas a negative relationship appears between board size, board committee and bank performance.
Hamid (2009) assessed the relationship between corporate governance and internal control system in the Nigerian banking industry, by relating activities at the level of the board with those at the level of management, with a view to understanding how the effectiveness of control mechanisms can be enhanced, corporate scandals, failures and frauds minimized, different risk exposure of banks mitigated and the value of banks enhanced. The study found that a significant relationship exists between power separation and internal control system of banks in Nigeria.
Kajola (2008) examined the relationship between four corporate governance mechanisms (board size, board composition, chief executive status and audit committee) and two firm’s performance measures (return on equity and profit margin) for sampled 20 Nigerian listed firms between 2000 and 2006. The findings showed that significant relationship exists between corporate governance and firm’s performance.
Paul and Yakubu (2015) assessed the impact of corporate governance on the financial performance of Microfinance banks in North-Central Nigeria. Secondary data were utilized for the 23 microfinance banks sampled between 2011 and 2013. Corporate governance was proxied by board composition, composition of board committees and financial performance was proxied by earnings per share and return on asset. Results of the Pearson correlation analysis showed that significant relationship exists between earnings per share and corporate governance while the regression analysis showed that no significant relationship exists between corporate governance and banks’ financial performance.
Coleman (2008) examined the efforts of corporate governance on the performance of firms in Africa by using both markets and accounting based performance measure. The study used unique data from 103 listed firms from Ghana, Nigeria, South-Africa and Kenya covering the five year period of 2002-2006. The analysis was done via dynamic panel data framework. The results revealed that the direction and the extent of corporate governance are dependent on performance measure being examined. Specifically, the findings showed that large and independent board enhances firms’ value and combining the position of CEO and board chair has negative impact on firm’s performance. The study also found that CEO’s tenure in office enhances firms’ profitability while board activity intensity affects profitability negatively. Furthermore, it was found that the size of audit committees and the frequency of their meetings have direct impact on market based performance measure.
Okpanachi (2018) examined the impact of corporate governance on financial performance of 3 selected commercial banks in Nigeria namely Access Bank, Union Bank and Wema Bank between the years 2002-2008. Corporate governance was indexed by board size and board composition while financial performance was proxied by profit after tax, gross earnings and net assets. Secondary data were used to collect data from the published annual reports of the sampled banks and the t-test statistic was used to analyze the data. Findings from the study showed that there is no significant relationship between board structure and banks’ financial performance.
Tanko and Kolawole (2010) examined the relationship between corporate governance and firms’ performance in Nigeria using secondary data extracted from the financial statements of sampled firms, which were randomly selected from companies registered in the stock exchange list. Return on equity, net profit margin, sales growth, dividend yield and stock price were employed as key variables to define the performance of firms. On the other hand, corporate governance was measured by board independence, board size, audit independence, ownership of the firm and progressive practices of the companies. The study found that on the average, 30% of board members are outsiders, which suggests that the boards are not relatively independent. The study also found a positive relationship between board independence and return on equity of the firms. In addition to these, findings from the study revealed that separation of the offices of board chairman and CEO stimulates the performance of firms.
Akpan and Rima (2012) examined the extent to which corporate governance affects banks’ financial performance in Nigeria using a sample of 11 commercial banks listed in the Nigerian Stock Exchange between 2005-2008. Return on asset and return on equity were used as proxies for banks’ financial performance, size of board of directors and number of shareholders was used as proxies for corporate governance and total assets and total equities were employed as control variables. Results indicated that size of board of directors and size of shareholders were statistically significant at 10% in determining financial performance of return on asset and equity. The control variables (total assets and total equities) did not impact significantly impact on ROA and ROE, implying that the amount of assets or equity did not determine the financial performance of banks. Furthermore, a 1% increase in the size of shareholders will increase ROA and ROE by 18% and 1% increase in the size of the board of directors will increase ROA and ROE by 5%. 
Kwanbo& Ahmad (2013) examined the impact of board composition on the performance of banks that were considered healthy by the Central Bank of Nigeria. The 12 banks that emerged as healthy banks, namely First Bank, Union Bank, GT Bank, Sterling Bank, Wema Bank, FCMB, Skye Bank, Diamond Bank, Eco-Bank and Zenith Bank. Data covering the period 2006-2010 were extracted from their financial statements and were analyzed using the t-test statistic and multiple regression analysis. Findings revealed that the absence of a significant relationship between board composition and banks’ performance. 
Ngerebo (2012) investigated banks’ corporate governance practices and how they affect patronage of banking services, corporate image and performance of banks. Ten banks namely First Bank, Enterprise Bank, FCMB, UBA, Keystone Bank, Skye Bank, Diamond Bank, GTB, Eco-Bank and Access Bank were used as sample. Questionnaires were designed to elicit information from employees of banks, who serve as respondents and the data obtained were analyzed using descriptive statistics and the chi-squared technique. Findings of the study indicated that corporate governance has significant influence on the patronage of banking services, hence banks’ performance.
Bebeji, etal, (2018) analyzed the effects of board size and board composition on the performance of Nigerian banks. The financial statements of five banks were used as samples for the period of nine years and the data collected were analyzed using the multivariate regression analysis. The study found that board size has significant negative impact on the performance of banks in Nigeria. This implies that an increase in board size would lead to a decrease in ROA and ROE. On the other hand, board composition has significant positive impact on the performance of banks in Nigeria. This signifies that an increase in board composition would lead to an increase in ROA and ROE.
Simon and Aghedo (2014) examined the relationship between corporate governance and financial performance of randomly selected quoted firms in Nigeria. They investigated corporate governance variables and assessed whether they impact on firm’s performance as measured by return on asset and profit margin. The study used four corporate governance variables namely composition of board member, board size, duality status and ownership concentration. The results of the regression analysis revealed that there is significant positive relationship between composition of board members, board size and firm’s performance.  Duality status also has positive relationship with firm performance, but insignificant. However, ownership concentration has negative relationship with return on asset but positive relationship with profit margin.
2.5. IDENTIFICATION OF GAPS IN LITERATURE
Various studies have examined the impact of corporate governance using indices like board size, board composition and board committees on financial performance, proxied by return on asset, return on equity, profit margin and earnings per share. Very little of these studies have assessed the impact of CEO’s status and number of shareholders has yardsticks of corporate governance. Furthermore, the study covered gap in literature by examining the impact of corporate governance on financial performance of bank in most recent years (2011-2016).





CHAPTER THREE
RESEARCH METHODOLOGY
3.1 INTRODUCTION
Research methodology is the systematic and analytical process and procedures used to collect data for a particular study in order to provide satisfactory answers to research problems. This chapter discusses the research methodology under the following subheadings – population of the study, sample and sampling technique, model specification, discussion of variables, sources of data and method of analysis.
3.2. POPULATION OF THE STUDY
The population of the study comprises of twenty-five (25) deposit banks listed at the Nigerian Stock Exchange (NSE) as at January, 2017.
3.3. SAMPLE AND SAMPLING TECHNIQUE                      
A non-probability method in the form of judgmental sampling technique was used to select First Bank Plc. First Bank Plc was picked based on the following criteria:
· First BankPlc has no missing values for the variables to be used.
· First BankPlc was not involved in any merger during the study period (2011-2016).
·  First Bank Plc is existence during the study period.
· First Bank Plc is among the top three biggest commercial banks in Nigeria.
3.4.  MODEL SPECIFICATION
The basic objective of the study is to examine the impact of corporate governance on financial performance of Nigeria. Returns on asset (ROA), returns on equity (ROE) and net profit margin (NPM) are the dependent variables used to measure financial performance. Corporate governance, which is the independent variable, is proxied by board size (BS), board composition (BC), chief executive officer’s duality status (CDS) and number of shareholders (NS).

Three models are developed to examine the causal-effect relationship among the variables. The first model estimates the impact of corporate governance (BS, BC, CDS and NS) on returns on asset (ROA). The second model estimates the impact of corporate governance (BS, BC, CDS and NS) on returns on equity (ROE) and the third model estimates the impact of corporate governance (BS, BC, CDS and NS) on net profit margin (NPM).
Expressing the models in functional form it becomes:

Model 1: 
ROA= f (BS, BC, CDS, NS)…………..3.1
Where:
ROA= Returns on Asset.
BS= Board Size
BC= Board Composition
CDS= Chief Executive Officer’s Duality Status
NS= Number of Shareholders

Model 2: 
ROE= f (BS, BC, CDS, NS)…………..3.2
Where:
ROE= Returns on Equity
BS= Board Size
BC= Board Composition
CDS= Chief Executive Officer’s Duality Status
NS= Number of Shareholders

Model 3: 
NPM= f (BS, BC, CDS, NS)…………..3.3
Where:
NPM= Net profit Margin.
BS= Board Size
BC= Board Composition
CDS= Chief Executive Officer’s Duality Status
NS= Number of Shareholders

Transforming these models into a multivariate regression models, it becomes:
Model 1:
ROA= b0 + b1BS + b2BC + b3CDS+b4NS+ u………….3.4
Where:
b0= Intercept of the model
b1= coefficient of board size
b2= coefficient of board composition
b3= coefficient of CEO’s duality status
b4= coefficient of number of shareholders
u= Error Term

Model 2:
ROE= b0 + b1BS + b2BC +b3CDS +b4NS + u………….3.5
Where:
b0= Intercept of the model
b1= coefficient of board size
b2= coefficient of board composition
b3= coefficient of CEO’s duality status
b4= coefficient of number of shareholders
u= Error Term

Model 3:
NPM= b0 + b1BS + b2BC + b3CDS +b4NS + u………….3.6
Where:
b0= Intercept of the model
b1= coefficient of board size
b2= coefficient of board composition
b3= coefficient of CEO’s duality status
b4= coefficient of number of shareholders
u= Error Term

3.5.1. DISCUSSION OF VARIABLES
3.5.1. Financial Performance
The study adopted ROA, ROE and NPM as the variables to serve as proxies for firm’s financial performance. Since that the sampled bank, First Bank, is a quoted organization in the Nigerian Stock Exchange (NSE), ROA, ROE and NPM are reliable yardstick to measure financial performance.
Return on Asset (ROA)
Return on asset is an indicator of how profitable a company is relative to its total assets. It gives an idea as to how efficient; a firm is, at using its assets to generate earnings. ROA informs the investors how effective the company is; at converting they have to invest into net income. The higher the ROA figure, the better the performance, because the company is earning more money on less investment. ROA is calculated as Profit after Tax/Total Assets.
Return on Equity (ROE)
ROE is the amount of net income returned as percentage of shareholders’ equity. ROE measures a firm’s profitability by revealing how much profit a company generates with the money, shareholders have invested. ROE is calculated as Profit after Tax/Total number of Ordinary Shares.
Net Profit Margin (NPM)
NPM is the ratio of net profit to revenue for a company. It expresses as a percentage, shows how much of each naira collected by a company as revenue translates into profit. NPM is calculated as Net Profit/Revenue x 100%.
3.5.2.Corporate Governance
The study adopts four variables as proxies for corporate governance namely board size (BS), board composition (BC), chief executive officer’s duality status (CDS) and number of shareholders (NS).
Board Size (BS)
This refers to the number within the board of directors. It is expected that banks with smaller size of board will exhibit more corporate governance and higher financial performance than banks with larger size of board members.
Board Composition (BC)
This refers to the mix of inside and outside directors in the board room. BC is computed as the ratio of non-executive directors to total number of directors within the board. It is expected that firm’s financial performance should positively correlates with the proportion of outside directors sitting on the board, unlike inside directors. Outside directors are better able to challenge the CEOs.
Chief Executive Officer’s Duality Status (CDS)
This measures whether the office of the board chairman and the CEO is occupied by a single or different person. This variable is taken as a dummy variable ranging between 0 and 1. If the office of the board chairman and CEO is occupied by the same person, it is scored as ‘0’. Conversely, if both functions are occupied by different person, it is scored as ‘1’.  It is believed that banks with structure separating these two functions are more able to maintain an optimal amount of capital structure than firms than firms that do not separate both functions.

Number of shareholders (NS)
This represents the total number of shareholders within a bank. It is also known that banks are expected to have their annual general meetings at least once every year. Thus, the number of shareholders will determine the strength of decision reached at the end of each year’s meeting.
3.6. SOURCES OF DATA
The study utilized only the secondary source of data. This is because the estimation of the models in the study requires the use of time-series data in the form of financial information which are available through the financial statements of the sampled bank. The data were sourced from the annual reports and accounts of the sampled bank for the years reviewed in the study (2011-2016).
3.7. METHOD OF ANALYSIS
The data is analyzed using the multivariate regression analysis. The regression analysis is found suitable for the study, because it estimates the causal-effect relationship between variables (one dependent and one or more independent). It is equally used for estimating parameters of unknown coefficients in models of functional relationship.






CHAPTER FOUR
DATA PRESENTATION, ANALYSIS AND INTERPRETATION
4.1. INTRODUCTION
The chapter delves into the presentation of data, its analysis and interpretation of results. Consequently, it entails the application of both mathematical and statistical techniques to provide the basis for testing the research hypotheses.Hence, it is a vital part of any research work since it forms the basis for recommendations and conclusions at the end of the research.
4.2. RESULTS AND DISCUSSIONS
The results from the statistical techniques of descriptive statistics, Pearson Correlation analysis and the multivariate regression analysis are presented and discussed as follows:
Table 4.1 Descriptive Statistics
	

	
	N
	Minimum
	Maximum
	Mean
	Std. Deviation

	BS
	6
	14.00
	15.00
	14.6667
	.51640

	BC
	6
	.50
	.57
	.5333
	.03141

	CDS
	6
	1.00
	1.00
	1.0000
	.00000

	NS
	6
	1.40
	1.80
	1.6333
	.13663

	ROA
	6
	16.08
	23.50
	20.2400
	2.82225

	ROE
	6
	17.33
	19.78
	18.5233
	.99989

	NPM
	6
	21.20
	28.61
	26.3600
	2.94207

	Valid N (listwise)
	6
	
	
	
	



The table above showed the mean, standard deviation, minimum and maximum values of the variables of interest.

The mean return on asset (ROA) of the sampled bank between the periods of years estimated is 20.24%; the mean ROE stood at 18.52%; the mean net profit margin (NPM) stood at 26.36%. Furthermore, the average board size (BS) is 15 members; the average board composition (BC) is 0.53, which implies that 53% of the bank’s board members are non-executive directors. The mean of CEO’s duality status is 1, which implies that the sampled bank has different persons occupying the positions of board chairman and chief executive officer. The average number of shareholders of the sampled bank is 1.63 million.
Table 4.2:                      Pearson Correlation Analysis
The table below present Pearson correlation coefficient result for the variables
	Correlations

	
	BS
	BC
	CDS
	NS
	ROA
	ROE
	NPM

	BS
	Pearson Correlation
	1
	-.411
	.a
	-.378
	-.517
	-.497
	-.529

	
	Sig. (2-tailed)
	
	.418
	.
	.460
	.293
	.316
	.280

	
	N
	6
	6
	6
	6
	6
	6
	6

	BC
	Pearson Correlation
	-.411
	1
	.a
	.528
	.710
	.808
	.456

	
	Sig. (2-tailed)
	.418
	
	.
	.281
	.114
	.042
	.364

	
	N
	6
	6
	6
	6
	6
	6
	6

	CDS
	Pearson Correlation
	.a
	.a
	.a
	.a
	.a
	.a
	.a

	
	Sig. (2-tailed)
	.
	.
	
	.
	.
	.
	.

	
	N
	6
	6
	6
	6
	6
	6
	6

	NS
	Pearson Correlation
	-.378
	.528
	.a
	1
	.965**
	.905*
	.933**

	
	Sig. (2-tailed)
	.460
	.281
	.
	
	.002
	.013
	.007

	
	N
	6
	6
	6
	6
	6
	6
	6

	ROA
	Pearson Correlation
	-.517
	.710
	.a
	.965**
	1
	.974**
	.920**

	
	Sig. (2-tailed)
	.293
	.114
	.
	.002
	
	.001
	.009

	
	N
	6
	6
	6
	6
	6
	6
	6

	ROE
	Pearson Correlation
	-.497
	.808
	.a
	.905*
	.974**
	1
	.882*

	
	Sig. (2-tailed)
	.316
	.052
	.
	.013
	.001
	
	.020

	
	N
	6
	6
	6
	6
	6
	6
	6

	NPM
	Pearson Correlation
	-.529
	.456
	.a
	.933**
	.920**
	.882*
	1

	
	Sig. (2-tailed)
	.280
	.364
	.
	.007
	.009
	.020
	

	
	N
	6
	6
	6
	6
	6
	6
	6

	**. Correlation is significant at the 0.01 level (2-tailed).

	*. Correlation is significant at the 0.05 level (2-tailed).

	a. Cannot be computed because at least one of the variables is constant.



The results showed that return on asset (ROA) is negatively correlated with board size (BS) (r=-0.517; p>0.05) and positively correlated with board composition (BC) (r=0.711; p>0.05) and number of shareholders (NS) (r=0.965; p<0.05). Thus, there are significant relationships between return on asset and number of shareholders and return on asset and board composition.
Return on equity (ROE) is negatively correlated with board size (BS) (r=-0.497; p>0.05) and positively correlated with board composition (BC) (r=0.808; p<0.05) and number of shareholders (NS) (r=0.905; p<0.05). There is significant relationship between return on equity and number of shareholders.
Net profit margin (NPM) is negatively correlated with board size (BS) (r=-0.529; p>0.05) and positively correlated with board composition (BC) (r=0.456; p>0.05) and number of shareholders (NS) (r=0.933; p<0.05). There is significant relationship between net profit margin and number of shareholders.
The correlation coefficient of cannot be computed chief executive officer’s duality status because the variable is constant within the period under consideration. 


Tables 4.3. Regression Analysis
The regression results of the models are presented as follows:
Table 4.3.1 Impact of Corporate Governance Variables on Return on Asset (Model 1)

	Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.999a
	.999
	.997
	.16687

	a. Predictors: (Constant), NS, BS, BC



	ANOVAa

	Model
	Sum of Squares
	Df
	Mean Square
	F
	Sig.

	1
	Regression
	39.770
	3
	13.257
	476.103
	.002b

	
	Residual
	.056
	2
	.028
	
	

	
	Total
	39.825
	5
	
	
	

	a. Dependent Variable: ROA

	b. Predictors: (Constant), NS, BS, BC



	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	T
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	-8.712
	3.283
	
	-2.654
	.117

	
	BS
	-.644
	.162
	-.118
	-3.975
	.058

	
	BC
	21.894
	2.905
	.244
	7.537
	.017

	
	NS
	16.361
	.658
	.792
	24.880
	.002

	a. Dependent Variable: ROA




The results from the SPSS excluded chief executive officer’s duality status (CDS) in order to avoid the results from being multi collinear, since it is constant over the period of years estimated. This implies that there is separation of the position of board chairman and CEO in First Bank Plc.
Board size (BS) negatively impacted on return on asset (ROA). Board composition (BC) and number of shareholders (NS) positively and significantly impacted on return on asset (ROA). The result also revealed that corporate governance variables explained 99% variation in return on asset (ROA), which implies that corporate governance variables have strong predictive influence on return on asset. The F-statistic stood at 476.10, which is significant (p<0.05). Thus, the 1st alternative hypothesis is accepted that corporate governance has significant impact on the return on asset of First Bank Plc within the years reviewed.
Table 4.3.2- Impact of Corporate Governance Variables on Return on Equity (Model 2)

	Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.987a
	.975
	.937
	.25044

	a. Predictors: (Constant), NS, BS, BC



	ANOVAa

	Model
	Sum of Squares
	Df
	Mean Square
	F
	Sig.

	1
	Regression
	4.873
	3
	1.624
	25.901
	.037b

	
	Residual
	.125
	2
	.063
	
	

	
	Total
	4.999
	5
	
	
	

	a. Dependent Variable: ROE

	b. Predictors: (Constant), NS, BS, BC



	
Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	5.455
	4.927
	
	1.107
	.384

	
	BS
	-.142
	.243
	-.073
	-.582
	.619

	
	BC
	13.894
	4.360
	.436
	3.187
	.086

	
	NS
	4.736
	.987
	.647
	4.798
	.041

	a. Dependent Variable: ROE


The results from the SPSS excluded chief executive officer’s duality status (CDS) in order to avoid the results from being multi collinear, since it is constant over the period of years estimated. This implies that there is separation of the position of board chairman and CEO in First Bank Plc.
Board size (BS) was found to have negatively impacted on return on equity (ROE). Board composition (BC) was found to positively, but insignificantly contributed to return on equity (ROE). Number of shareholders (NS) was found to positively and significantly contribute to return on equity (ROE). The result also revealed that corporate governance variables explained 97.5% variation in return on equity, which denotes that corporate governance variables have strong predictive power on return on equity. The F-statistic stood at 25.901, which is significant (p<0.05). Thus, the 2nd alternative hypothesis is accepted that corporate governance has significant impact on return on equity of First Bank Plc within the years reviewed.


Table 4.3.3-   Impact of Corporate Governance Variables on Net Profit Margin (Model 3)


	Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.958a
	.917
	.793
	1.33720

	a. Predictors: (Constant), NS, BS, BC




	ANOVAa

	Model
	Sum of Squares
	Df
	Mean Square
	F
	Sig.

	1
	Regression
	39.703
	3
	13.234
	17.401
	.041b

	
	Residual
	3.576
	2
	1.788
	
	

	
	Total
	43.279
	5
	
	
	

	a. Dependent Variable: NPM

	b. Predictors: (Constant), NS, BS, BC




	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	20.149
	26.309
	
	.766
	.524

	
	BS
	-1.343
	1.299
	-.236
	-1.034
	.410

	
	BC
	11.333
	23.278
	-.121
	.487
	.074

	
	NS
	19.558
	5.270
	.908
	3.711
	.006

	a. Dependent Variable: NPM



The results from the SPSS excluded chief executive officer’s duality status (CDS) in order to avoid the results from being multicollinear, since it is constant over the period of years estimated. This implies that there is separation of the position of board chairman and CEO in First Bank Plc.
Board size (BS) was found to have negatively impacted on net profit margin (NPM). Board composition (BC) was found to positively, but insignificantly contributed to net profit margin (NPM). Number of shareholders (NS) was found to positively and significantly contribute to net profit margin (NPM). The result also revealed that corporate governance variables explained 91.7% variation in net profit margin, which denotes that corporate governance variables have strong predictive power on net profit margin. The F-statistic stood at 17.401, which is significant (p<0.05). Thus, the 3rd alternative hypothesis is accepted that corporate governance has significant impact on net profit margin of First Bank Plc within the years reviewed.
4.3. DISCUSSION OF FINDINGS
The results indicated that corporate governance has significant impact on the financial performance yardsticks such as return on asset, return on equity and net profit margin. 
It was found that board size has negative impact, though insignificant on return on asset, return on equity and net profit margin. This corroborates with the findings of Simon and Aghedo (2019) that found an inverse relationship between board size and financial performance and concludes that the smaller the board size, the better the financial performance. Also Bebeji, etal, (2020) discovered that board size is negatively related the financial performance (using ROA and ROE) of banks in Nigeria. Literature agreed that a board size of ten members orless is optimal for enhanced financial performance.
Board composition was found to positively impact on return on asset, return on equity and net profit margin. This implies that the higher the board composition, the better the financial performance. Simon & Aghedo (2014); Bebeji, etal, (2019) and Adekunle (2023) found similar results that board composition enhances firm’s financial performance because external directors sitting on the board can challenge the board chairman and/or CEO. Even in most countries especially in the United States of America and United Kingdom, the law requires that two-third of every registered company’s board must be external or non-executive directors.
In addition to these, number of shareholders was found to positively and significantly impact on return on asset, return on equity and net profit margin. This implies that the higher the number of shareholders, the better the financial performance of banks. This aligns with the findings of Enobakhare (2017) and Akpan and Rima (2022) who found that the number of shareholders significantly determines the financial performance of banks in Nigeria. This reason can be attributed to the fact that banks are hold their annual general meeting at least once per annum. Thus, the number of shareholders will determine the strength, quality and viability of decision reached at the end of each year’s meeting.
The regression coefficients of chief executive officer’s duality status cannot be ascertained because different persons occupied the positions of board chairman and CEO of first bank plc between 2011 and 2016. Hence, it assumed a constant number ‘1’ within the periods. Based on this, literature agreed that there is significant relationship between firm’s performance and separation of board chairman and CEO, in the sense that firms that separates these two positions tend to perform better than those who do not.










CHAPTER FIVE
SUMMARY OF FINDINGS, CONCLUSION AND POLICY RECOMMENDATIONS
5.1. SUMMARY OF FINDINGS
The study examined the impact of corporate governance on the financial performance of First Bank Plc between 2011 and 2016. More specifically, the study sought to assess the effect of corporate governance (using proxies such as board size, board composition, number of shareholders and CEO’s duality status) on financial performance (using proxies such as return on asset, return on equity and net profit margin). Three models were developed to achieve these objectives, the first model examined the impact of corporate governance variables on return on asset; the second model examined the impact of corporate governance variables on return on equity and the third model explored the effect of corporate governance variables on net profit margin. 
Data on the variables of interest were sourced from the annual financial statements of the sampled bank- First Bank Plc. The data were analyzed using the descriptive statistics, Pearson correlation analysis and the regression analysis. The results revealed that:
1. Corporate governance has significant impact on First Bank’s financial performance- return on asset, return on equity and net profit margin.
2. Board size was found to negatively impact on First Bank’s financial performance- return on asset, return on equity and net profit margin.
3. Board composition was found to positively impact on First Bank’s financial performance- return on asset, return on equity and net profit margin.
4. Number of shareholders was found to positively and significantly impact on First Bank’s financial performance – return on asset, return on equity and net profit margin.
5. The regression coefficient was CEO’s duality status was not determined since it assumes as constant number (1) over the period, which implies that there is separation of position between board chairman and CEO in First Bank Plc.
5.2. CONCLUSION
It can therefore be submitted that corporate governance significantly influenced the financial performance of First Bank Plc using return on asset, return on equity and net profit margin as indicators. When return on asset was used as dependent variable, all corporate governance variables except board size positively contributed to ROA. When return on equity was used as dependent variable, all corporate governance except board size positively contributed to ROE and when net profit margin was used as dependent variable, all corporate governance except board size positively contributed to NPM.
5.3.  POLICY RECOMMENDATIONS
The study has empirically examined the relationships between corporate governance and financial performance using a case study of First Bank Plc. The study recommends that
1. Companies should ensure that majority of their board members are independent, meaning that the directors are not employees of the companies and do not depend on it for their livelihood so that they can fearlessly and honestly monitor the activities of the CEO and other executive directors. This will also help to limit the possibility of the CEO and executive directors to exploit the company to their own advantage.
2. Banks should have adequate board size to the scale and complexity of the company’s operations and be composed in such a way to ensure diversity of experience without compromising independence, integrity, compatibility and availability of members to attend meetings.
3. The board size should not be too large and must be made of professionals who are conversant with oversight functions. The board should be mixed of executive and non-executive directors whom should be independent directors.
4. A bank should have a risk management function or equivalent, a compliance function and an internal audit function with sufficient authority, stature, independence, resources and access to board.
5. The office of the CEO should be separated from the chairman of board to promote selflessness, integrity, probity, transparency and honesty which are the principles of good corporate governance.









REFERENCES
Adekunle, O.A. (2013); Corporate Governance and Banks’ Performance in Nigeria. European Journal of Business and Social Sciences, 2(8):89-111.

Adewole, C., Ayeni, A., Kairo, I. &Mang, J. (2015); A Methodology for Assessing the Quality of Corporate Governance in Nigerian Banks. International Journal of Development Strategies in Humanities, Management and Social Sciences, 5(2):92-124.

Alexendria, C. (2005); Linkages between the Quality of Corporate Governance and Firm’s Performance.Workshop Paper Organized by the Asian Development Bank Institute.

Akintoye, A. (2010); Theories and Application of Corporate Governance in Nigerian Organizations. American Economic Review, 62(5): 777-795.

Akpan, E.S. & Rima, H.B. (2012); Does Corporate Governance affect Banks’ Profitability: Evidence from Nigeria. American International Journal of Contemporary Research, 2(7):135-146.

Aremu, R. (2014); Corporate Governance and the Performance of the Nigerian Banking Sector. International Journal of Development and Management Review, 5(1): 1-13.

Blair, M. (1995); Ownership and Control: Rethinking Corporate Governance for the 21st Century. Brookings: Washington.

Bebeji, A., Mohammed, A. &Tanko, M. (2015); The Effects of Board Size and Board Composition on the Financial Performance of Banks in Nigeria. African Journal of Business Management, 9(16): 590-598.

Cadbury Report (1992); Committee on the Financial Aspect of Governance: Report with Code of Best Practice. London: Gee Publishing.

Central Bank of Nigeria (2006); Code of Corporate Governance for Banks, www.cenbank.org.

Coleman, K. (2008); Corporate Performance and Firm Performance in Africa: A Dynamic Panel Data Analysis. Journal of Studies in Economics and Econometrics, 32(9): 2570-2580.

Classens, S. &Yurtogolu, B. (2012); Corporate Governance in Emerging Markets: A Survey Approach. Journal of Financial Economics, 47(2):11-21.

Dutta, P. (2009); Gender Diversity in the Boardroom and Financial Performance of Firms: Evidence from Bangladesh. Arabian Journal of Management Sciences, 3(4):223-234.

Donaldson, T. & Davis, L. (1994); The Stakeholder Theory of Corporation: Concepts, Evidence and Implications. The Academic of Management Review, 20(1): 1-26.

Enobakhare, A. (2010); Corporate Governance and Bank Performance in Nigeria. A Published PhD Thesis submitted to the Department of Accounting and Finance, University of Stellenbosch.

Hamid, K.T. (2009); An Assessment of the Relationship between Corporate Governance and Internal Control System in the Nigerian Banking Industry. An Unpublished PhD Thesis submitted to the Department of Accounting, Bayero University, Kano.

Hawley, B. & Williams, M. (1996); The Effects of Board Composition and Direct Incentives on Firms Performance. Journal of Financial Management, 20(3): 101-112.

Kajola, S.O. (2009); Corporate Governance and Firm Performance: The Case of Nigerian Listed Firms. European Journal of Economics, Finance and Administrative Sciences, 3(14):99-107.

Kwanbo, M.L. & Ahmad, B.A. (2013); Board Composition, Executive Duality and Performance of Banks in the Post-Consolidation Era in Nigeria. International Journal of Academic Research in Economics and Management Sciences, 2(1):109-123.

APPENDIX

DATA SOURCED
	Year
	Board Size

(No of members in the board room)
	Board Composition 
(Ratio of non-executive directors to total board members)
	CEO’s Duality Status


	Number of Shareholders
(in Millions)
	Return on Asset

Earnings/Total Assets * 100%
	Return on Equity 

Earnings/Shareholder Equity * 100%
	Net Profit Margin

Profit after tax/Revenue * 100%

	2011
	15
	0.53
	1
	1.4
	16.08
	17.33
	21.20

	2012
	15
	0.50
	1
	1.6
	18.75
	17.60
	24.60

	2013
	15
	0.50
	1
	1.6
	18.86
	18.10
	27.05

	2014
	14
	0.53
	1
	1.7
	21.55
	18.90
	28.13

	2015
	14
	0.57
	1
	1.7
	22.70
	19.43
	28.61

	2016
	15
	0.57
	1
	1.8
	23.50
	19.78
	28.57
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