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Abstract \ Review Article

This study investigates how corporate governance attributes influence the financial performance of listed
consumer goods firms in Nigeria, specifically looking at factors like board committees, board composition, and
the presence of non-executive directors. The study measures financial performance using Return on Assets
(ROA) as the dependent variable, while corporate governance factors serve as independent variables. To
conduct the research, secondary data was collected from the financial reports of 15 randomly selected consumer
goods firms listed on the Nigerian Exchange Group over a period from 2015 to 2024. The analysis applied
multiple regression to examine the effects of board committees, board composition, and non-executive directors
on ROA, while controlling for audit tenure. The results of the study indicate that both board committees and
non-executive directors significantly contribute to better financial performance. Similarly, firms with a higher
proportion of non-executive directors show stronger financial performance, underlining the value of
independent oversight in aligning management with shareholder interests. However, the study did not find
board composition to have a significant impact on financial performance in the context of the firms studied. It
was recommended to firm to Strengthening the role of board committees, particularly those responsible for
audit and risk management, could further enhance oversight and improve decision-making processes.
Additionally. Firms should consider prioritizing the appointment of more non-executive directors to enhance
oversight and transparency, ultimately driving better financial outcomes.
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1. INTRODUCTION

Financial Performance is a critical indicator of a
company's success and long-term sustainability. It is
generally assessed using a variety of financial
metrics, such as profitability ratios, return on assets
(ROA), net profit margins, revenue, expenses, and
other vital financial indicators (Moyer, 2015). These
metrics reflect how efficiently a company utilizes its

resources to generate value and profits. In a global
context, economic performance is seen as a reflection
of how well a company navigates market conditions,
manages its resources, and creates value for its
shareholders and stakeholders (Ameh, 2023).

For Nigerian firms, particularly those in the
consumer goods sector, financial performance is
often influenced by factors such as market size,
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consumer preferences, and economic conditions.
Given that Nigeria is Africa's largest economy,
accounting for approximately 24.3% of its GDP
through the consumer goods sector (World Bank,
2023), firms in this sector must focus on strategies
that optimize financial performance. The sector's
substantial  contribution to employment and
economic output underscores the importance of
effective financial management. As the population
grows and urbanization accelerates, companies are
expected to meet rising consumer demand for goods,
making strong financial performance a critical
measure of success (McKinsey & Company, 2020).

However, achieving superior financial performance
is not solely dependent on market forces; it also
hinges on internal governance practices that ensure
resource optimization and risk management (Musa et
al, 2025). Companies with strong financial
performance are those that have mastered the balance
between revenue generation and cost management
while also making strategic decisions that
sustainably improve profitability (Ejura et al, 2025)

Corporate Governance Attributes, particularly the
structure and practices of boards of directors, play a
vital role in shaping a firm's financial performance.
Corporate governance refers to the framework of
rules, practices, and processes by which a company
is directed and controlled. Governance attributes
such as board size, board independence, audit
committees, board diversity (gender and race), and
leadership structure are essential factors that
influence decision-making and organizational
outcomes (Haruna, 2022). These attributes determine
how effectively a company makes strategic
decisions, manages risks, and ensures accountability
to shareholders and other stakeholders.

A well-structured governance system can
significantly enhance a firm's performance by
improving  transparency, accountability, and
strategic decision-making. For instance, board
independence (BI) ensures that decisions are made
impartially and in the best interests of shareholders.
In contrast, board diversity (BD) brings varied
perspectives that can foster innovative strategies and
better responses to market changes. Similarly, the
size of the Board (BS) influences its ability to

manage complex tasks while maintaining effective
oversight, and the audit committee (BAC) ensures
financial integrity and the accuracy of financial
reporting (Aguilera et al, 2024).

In Nigeria, as in many other developing economies,
corporate governance has received considerable
attention in recent years. Given the rapid pace of
economic change and growth in the country,
particularly in the consumer goods sector, there is
growing recognition that good governance practices
are essential to sustaining financial performance
(World Bank, 2013). The Nigerian corporate
governance landscape has made significant progress,
but many companies still face challenges in aligning
governance practices with international standards
(OECD, 2015).

Consumer goods firms in Nigeria, which contribute
significantly to the economy, require robust
governance structures to respond effectively to
market challenges. The demand for consumer
products is increasing due to population growth and
urbanization, necessitating decisions that are both
innovative and financially sound. Thus, corporate
governance mechanisms such as board composition,
independence, and diversity are crucial for enabling
companies to navigate these challenges and deliver
sustainable financial results (Karimu et al., 2023).

However, no single governance structure can
guarantee financial success. Governance must adapt
to dynamic, rapidly changing market environments,
such as those in Nigeria's consumer goods sector,
where trends and consumer behavior shift frequently.
Therefore, ongoing evaluation and refinement of
corporate governance structures are necessary to
minimize risks and enhance financial performance in
such volatile environments (McKinsey & Company,
2020).

In the context of corporate governance and financial
performance, audit quality can serve as a control
variable to account for potential confounding factors
that may influence the relationship between
corporate governance attributes (such as board size
and board independence) and financial performance.

Audit quality helps ensure that financial reports are
accurate and reliable. Poor-quality audits may result
in the issuance of misleading financial statements,
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thereby distorting a company's financial performance
metrics. By controlling for audit quality, the study
can isolate the actual Effect of corporate governance
attributes on economic performance, excluding the
impact of potential financial misstatements (Chen,
Lin, & Yi, 2018).

Firms that undergo high-quality audits are more
likely to provide transparent and truthful financial
disclosures. This transparency can influence investor
confidence, which, in turn, may affect the firm's
financial performance (Emmanuel, 2020). By
controlling for audit quality, the study ensures that
the relationship observed between corporate
governance and economic performance is not
artificially inflated or deflated by unreliable financial
reporting.

High audit quality can also strengthen corporate
governance mechanisms. It ensures that financial
reporting is not manipulated, thereby preventing it
from affecting the decisions of the Board of Directors
and other governance bodies. For instance, if
auditors identify weaknesses in internal controls or
accounting practices, this could prompt corrective
actions by the Board, thus influencing corporate
governance decisions (Knechel & Salterio, 2016).

In the consumer goods sector, especially in emerging
markets like Nigeria, trust in financial statements is
essential for maintaining relationships  with
investors, creditors, and other stakeholders. High
audit quality contributes to stakeholder confidence,
thereby enhancing the company's ability to attract
capital and secure favorable credit terms, ultimately
benefiting its financial performance (Francis, 2014).
As a control variable, audit quality helps account for
this external factor, ensuring that corporate
governance practices are not mistakenly credited
with financial outcomes that are more likely due to
the credibility lent by a high-quality audit. The
relationship between corporate governance and
economic performance is not static; it is influenced
by various internal and external factors that evolve
with time. This study seeks to investigate the Effect
of corporate governance attributes on the financial
performance of listed customer firms in Nigeria.

Thus, the following hypotheses were formulated to
guide the study:

Hoi:  Board committee has no significant effect on
the financial performance of listed consumer
goods firms in Nigeria.

Ho2:  Board composition has no significant effect
on the financial performance of listed
consumer goods firms in Nigeria, and

Hos:  Non-executive Directors has no significant
effect on the financial performance of listed
consumer goods firms in Nigeria.

2. LITERATURE REVIEW
Conceptual Framework
Financial Performance

Financial performance is particularly critical for
consumer goods firms due to the highly competitive
industry, reliance on consumer behavior, and the
direct impact of operational efficiency on
profitability. With narrow profit margins, these firms
must manage resources effectively to maximize
returns. Efficient management decisions, as Kaplan
and Norton (1992) suggest, are vital to high
performance because they enable firms to maintain
competitive advantage amid market shifts. Moses et
al (2021) further emphasize that a firm's ability to
adapt to changing demand and allocate resources
efficiently is central to sustaining growth.

Corporate governance is a key factor influencing
financial performance in consumer goods firms. It
encompasses systems, processes, and structures that
ensure management aligns with the interests of all
stakeholders, including shareholders, employees,
and customers. The quality of governance affects
decision-making, risk management, strategic
direction, and operational efficiency, all of which are
crucial for profitability (OECD, 2015). The
governance framework influences whether a firm’s
strategic initiatives are successful in driving financial
outcomes (Claessens & Yurtoglu, 2013).

Effective leadership from the Board of Directors to
top management is essential for achieving strong
financial performance. High-quality decisions at the
top level ensure resources are used effectively,
operations are streamlined, and market opportunities
are seized. Fama and Jensen (1983) note that
leadership’s ability to respond to changes in
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consumer preferences and economic conditions
significantly impacts financial performance. Musa et
al. (2021) argue that effective governance reduces
the risk of poor decision-making, thereby
contributing to long-term success. Firms with strong
governance frameworks can make informed
decisions regarding innovation, pricing, and market
expansion (Audu, 2017).

The Board of Directors plays a crucial role in
overseeing strategic direction and financial
performance. Obasi et al (2025) emphasize the
importance of the Board's ability to oversee market
trends and consumer behavior. lbrahim et al (2019)
assert that board diversity and independence are
crucial for high performance, as diverse boards are
more likely to make informed decisions that
positively affect financial outcomes. A well-
structured governance system ensures transparency
and accountability, which are vital for maintaining
investor confidence and long-term success (Rose et
al, 2019).

Market conditions, such as consumer demand,
commodity prices, and regulatory factors, also
significantly influence financial performance. Firms
with effective governance can adapt to these
conditions and align their strategies accordingly.
Heath and Norman (2004) suggest that aligning
strategic goals with market trends leads to stronger
performance, while Porter (1985) argues that
decisions in areas such as product diversification and
supply chain management can significantly affect a
company's ability to maximize returns in volatile
markets.

Consumer goods firms are highly vulnerable to
market risks, such as changes in consumer
preferences, economic downturns, and supply chain
disruptions. A strong governance structure can
mitigate these risks by ensuring the company has
adequate risk management policies in place. Miller
and Le Breton-Miller (2005) argue that well-
governed firms are better able to manage risks while
maintaining appropriate checks and balances to
avoid excessive risk-taking. These firms tend to
adopt risk management strategies that ensure
stability and sustainable growth in financial
performance (Miller & Le Breton-Miller, 2005).

Corporate governance also aligns the interests of
various  stakeholders, including shareholders,
employees, and customers, with the firm’s financial
goals. In consumer goods firms, where customer
loyalty and brand equity are key drivers of revenue,
balancing profitability with social responsibility is
essential. Simon et al (2019) argue that effective
governance ensures management accountability,
leading to better decision-making and stronger
financial performance. Governance structures that
prioritize transparency, ethics, and stakeholder
engagement help build brand trust, ultimately
enhancing financial outcomes (Fombrun, 2016).

Their corporate governance practices deeply
influence the financial performance of consumer
goods firms. Effective governance ensures alignment
between strategic decisions and long-term goals,
proper risk management, and efficient resource
allocation. Governance structures that emphasize
transparency, stakeholder interests, and
accountability are vital for building trust, fostering
innovation, and ultimately improving financial
performance. The ability of consumer goods firms to
navigate market complexities and adapt to change is
primarily determined by the quality of their
governance framework, which shapes their capacity
for long-term financial success.

Corporate Governance Attributes

Corporate governance, broadly understood as the
systems, structures, and processes that guide and
control companies, is interpreted differently
depending on cultural and legal contexts. In Anglo-
Saxon countries, particularly in the United Kingdom,
corporate governance is often viewed through the
lens of maximizing shareholder value, with a focus
on the interests of equity owners (Adebisi, 2017). In
contrast, countries like France, Germany, and Japan
adopt a more inclusive approach to governance,
emphasizing the representation of all stakeholders'
interests, including employees, customers, suppliers,
and the broader public (Lorsch, 2012). This
divergence in perspectives has prompted scholars to
examine corporate governance from various
viewpoints, with a focus on the influence of
governance structures and practices on firm behavior
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and financial performance (Jensen & Meckling,
1976).

Corporate governance is increasingly recognized as
a crucial determinant of financial stability and firm
success. As Jensen and Meckling (1976) explain,
corporate governance plays a central role in
mitigating agency problems between shareholders
(principals) and managers (agents). These agency
problems arise from conflicts of interest between
shareholders and managers, with managers often
pursuing their own goals rather than those of
shareholders. Effective governance mechanisms,
therefore, help to align the interests of managers with
those of shareholders and other stakeholders,
ensuring that decisions are made in the long-term
best interest of the firm (Chamber, 2025).

Moreover, corporate governance is not only about
reducing agency costs but also optimizing behavior
among key interest groups within a company. Fama
and Jensen (1983) argue that governance structures
are vital for establishing accountability and oversight
mechanisms that ensure decisions are made
effectively, taking into account all relevant interests.
A company's Board of directors, for instance, plays a
crucial role in these governance processes, and its
composition, ranging from board size to the
independence and diversity of its members, can
significantly  influence  decision-making and
corporate behavior (Friday et al, 2022).

The role of corporate governance attributes,
particularly those related to board committee, board
composition and Non-executive Directors, has been
a focal point of academic research. Scholars such as
Thornburg and Guillemette (2020) and Adams and
Ferreira (2009) have examined how factors such as
board size, independence, and diversity affect
corporate performance. Board size is often
considered an important factor in determining board
effectiveness; larger boards can bring diverse
expertise, while smaller boards may offer greater
flexibility and decisiveness (Adams & Ferreira,
2009). Independent directors are especially
important for reducing conflicts of interest and
ensuring that decisions are made in the best interests
of shareholders and stakeholders (Fama & Jensen,
1983).

The impact of corporate governance attributes on
financial performance is further evident in boards'
decision-making processes. Research indicates that
boards with diverse and independent members tend
to make decisions that better reflect the interests of
both  shareholders and broader  corporate
stakeholders. For instance, boards comprising a mix
of experienced executives and independent directors
are more likely to engage in strategic decision-
making that prioritizes long-term sustainability over
short-term profits (Adams & Ferreira, 2009).
Gompers et al. (2003) also suggest that firms with
robust governance mechanisms tend to perform
better over the long term because these mechanisms
support informed, well-considered decisions.

Board Committee

The concept of board committees revolves around
creating specialized subgroups within a company’s
board of directors. These committees focus on
specific governance areas such as audit, risk
management, compensation, and nominations
(Tricker, 2015). Their role is not merely functional
but deeply integral to the effectiveness of the entire
board, ensuring that the organization meets its
obligations to shareholders, employees, and other
stakeholders (Clarke, 2007). Several perspectives
help us understand the importance of board
committees. Tricker (2015) defines them as groups
of director’s assigned specific mandates to oversee
certain issues or functions, often with the authority to
make decisions within their scope. Clarke (2007)
views them as subgroups that enhance the board’s
efficiency and accountability by allowing directors
to focus on distinct aspects of corporate governance.
Monks and Minow (2011) emphasize that
committees provide expert oversight in key areas,
such as audit and governance, ensuring the company
adheres to ethical practices and regulatory
requirements. Bhagat and Bolton (2008) highlight
how committees improve decision-making by
making it more informed and transparent. Finally,
the OECD (2015) notes that committees divide the
workload, enabling directors to focus more
effectively on areas like risk management and
compensation.
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Board committees are crucial for smooth corporate
governance (Monks & Minow, 2011). They allow
the full board to concentrate on strategic decisions,
while committees manage the operational details
(OECD, 2015). For example, the audit committee
ensures financial reporting is accurate, while the
compensation committee guarantees that executive
pay aligns with company performance (Bhagat &
Bolton, 2008). These committees bring a level of
specialized oversight that allows them to dive deeper
into issues than the board could manage as a whole
(Tricker, 2015). By delegating responsibilities in this
way, board committees prevent the full board from
becoming overwhelmed with operational tasks
(Clarke, 2007). This  structure increases
accountability, making sure that critical governance
areas are closely monitored without overburdening
individual board members (OECD, 2015). It also
helps ensure that the company meets its legal and
ethical obligations, contributing to more informed,
balanced decision-making (Monks & Minow, 2011)

Board Composition

Board composition refers to the structure of a
company’s board of directors, encompassing the
diversity, skills, experience, and independence of its
members. The way a board is composed plays a
crucial role in ensuring effective corporate
governance and supporting the success of the
organization. A well-structured board ensures the
necessary oversight, provides strategic direction, and
brings the expertise required to meet the company's
goals, while also holding the organization
accountable to its stakeholders. According to Mallin
(2020), board composition is "the arrangement of
directors who bring together a variety of
backgrounds, expertise, and perspectives, which
collectively enhance the board's ability to govern
effectively.” In a similar vein, Adams and Ferreira
(2021) argue that "a diverse board, encompassing
gender, racial, and professional variety, leads to
improved decision-making by offering a wider range
of perspectives, which can help to prevent
groupthink.” Fama and Jensen (2020) also
emphasize that "a balanced composition between
independent, non-executive, and executive directors
ensures the board's approach to governance is well-

rounded and comprehensive.” According to Shin
(2021), "independent directors play a critical role in
ensuring objective decision-making, serving as a
safeguard against potential conflicts of interest.” The
Financial Reporting Council (FRC, 2018) highlights
that "board composition must align with the
company’s strategic needs, ensuring that directors
possess the right expertise and knowledge to oversee
operations effectively."

Board composition is a cornerstone of effective
governance (Mallin, 2020). A board made up of
individuals with diverse backgrounds, skills, and
experiences is crucial to making better, more
informed decisions and reducing the risks of
groupthink (Adams & Ferreira, 2021). This diversity
helps create a deeper understanding of the various
challenges and opportunities the company faces. A
well-composed board can leverage its collective
expertise in areas such as finance, strategy, risk
management, and industry knowledge to make more
informed, well-rounded decisions (Fama & Jensen,
2020). Furthermore, the presence of independent
directors is essential for providing objective
oversight and mitigating conflicts of interest, which
strengthens the integrity of the board and ensures that
decisions are made in the best interest of the
company and its stakeholders (Shin, 2021). A well-
balanced board composition, aligned with the
company’s strategic needs, can offer both the depth
and breadth of expertise necessary for effective
governance (FRC, 2018). In conclusion, the
composition of a company’s board is fundamental to
its overall governance framework. It has a direct
impact on decision-making, accountability, and the
company’s ability to adapt to dynamic market
conditions. A well-structured, diverse board with the
right combination of skills, experience, and
independence is essential for ensuring that the
company is managed effectively and that its
governance aligns with stakeholder interests.

Non-executive Directors

Non-executive directors (NEDs) are integral to the
fabric of corporate governance, offering a layer of
independent oversight and strategic guidance to a
company’s management team. Unlike executive
directors, NEDs are not involved in the daily
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operations of the business, allowing them to
approach key issues with an impartial perspective.
As businesses face increasing pressure for greater
transparency, accountability, and ethical leadership,
the role of NEDs has grown more essential.
According to Higgs (2020), NEDs are "vital in
maintaining the independence of the board,
providing objective oversight and challenging
management decisions when necessary.” This
independence allows them to act as a counterbalance
to management, ensuring that decisions are aligned
with the long-term interests of the company and its
stakeholders.

Roberts et al. (2021) highlight the important role
NEDs play in protecting against management
excesses, ensuring that the interests of shareholders
and other stakeholders are consistently represented.
Yermack (2021) further emphasizes that "the
presence of non-executive directors enhances the
credibility of the board," as they can provide a more
detached and unbiased view on the company’s
strategies and operations. In a similar vein, the
Institute of Directors (loD, 2019) asserts that "NEDs
are critical in ensuring effective risk management
and providing strategic direction,” safeguarding the
company’s long-term success.

Conceptual Framework

Boards Committee
Board Composition

Non-executive Directors

—

Non-executive directors bring significant value to
corporate  governance (Higgs, 2020). Their
independence allows them to offer objective advice
and scrutinize management decisions without the
conflicts of interest that executive directors may face.
This objectivity is especially vital in maintaining
shareholder confidence and ensuring that decisions
serve the broader interests of the company (Roberts
etal., 2021). NEDs also contribute valuable expertise
in areas such as strategy, finance, and risk
management, equipping the board to navigate the
complexities of today’s business environment
(Yermack, 2021). Furthermore, NEDs help to ensure
that no individual or group dominates the decision-
making process, promoting a more balanced and
collaborative approach to governance (loD, 2019).

In conclusion, non-executive directors are pivotal in
maintaining a robust system of corporate
governance. Their independent oversight provides a
necessary check on executive power, fostering
balanced decision-making that protects the interests
of shareholders and other stakeholders. By bringing
objectivity, diverse expertise, and strategic insight,
NEDs ensure that companies are governed in a way
that is both ethical and aligned with long-term
success.

CvV DV
] Return on
Audit Tenure —» Asset

Where IV = Independent Variable, (Boards Committee, Board Composition Non-executive Directors. CV =
Control Variable, (Audit Tenure) DV = Dependent Variable (Return on Asset)
Source: Author, 2025.

Research has consistently found that board
committees improve corporate governance and,
ultimately, financial performance. For instance, the

work of Klein (2002) and Kraft (2016) suggests that
committees, particularly audit and compensation
committees, help provide effective oversight, which

ISA Journal of Business, Economics and Management (ISAJBEM) | Published by ISA Publisher




ISA Journal of Business, Economics and Management (ISAJBEM) | ISSN: 3049-1835 | Volume 2 | Issue 6 | 2025

can enhance company profitability and operational
efficiency. Similarly, studies like Adams and
Ferreira (2009) highlight the positive role of board
composition, particularly the inclusion of diverse and
independent non-executive directors, in improving
decision-making and reducing agency CoOsts,
ultimately leading to better financial outcomes.

On the other hand, audit tenure has been the subject
of debate in governance literature. While some
studies suggest that longer auditor tenure can lead to
more efficient audits and stronger financial reporting
due to the auditor's familiarity with the company's
operations (Myers, Myers, & Omer, 2003), others
argue that extended tenure can result in auditor
complacency and reduced scrutiny, potentially
leading to lower quality audits (Lennox, 2005). This
research will control for audit tenure to ensure that
the effect of board-related factors on ROA is not
distorted by this potential bias

Theoretical Framework

The theoretical framework for this study is primarily
grounded in Agency Theory, which seeks to explain
the dynamics between principals and agents,
particularly in corporate governance contexts.
Agency Theory addresses the challenges that arise
when the owners (principals) of a company delegate
decision-making authority to managers (agents). The
theory posits that shareholders (the principals)
entrust  their resources to the company's
management, expecting these agents to act in the
owners' best interests, maximizing returns, and
ensuring optimal company performance (Jensen &
Meckling, 1976).

Agency Theory plays a critical role in reducing
operational costs and enhancing firm performance by
clarifying the relationship between management and
shareholders. It offers a structured way to analyze the
potential conflicts that arise when management does
not always align its interests with those of the
shareholders (Eisenhardt, 1989). This theory has
long been influential in corporate governance
research, as it provides a framework for
understanding how boards of directors monitor
management's actions and make decisions that
reflect shareholders' interests.

When considering board size, Agency Theory
suggests that larger boards are better equipped to
monitor management effectively. A larger board can
reduce the concentration of power in the hands of the
CEO, preventing any single individual from
dominating decision-making and ensuring greater
oversight (Fama & Jensen, 1983). However, a
counterargument is that larger boards can exacerbate
agency problems. According to Jensen (1993), a
larger board can introduce challenges such as
coordination difficulties, slower decision-making,
and the potential for CEOs to exert undue influence
over the Board. This can lead to situations in which
management focuses on short-term gains at the
expense of long-term shareholder value, thereby
undermining the potential benefits of a larger board.

In the context of board independence, Agency
Theory advocates for the inclusion of independent
directors, who are not part of the company's
management and do not have conflicts of interest.
Independent directors are believed to provide
objective oversight, ensuring that management
decisions are made in shareholders' best interests
rather than in management's (Bhagat & Black, 2002).
Independent directors can help mitigate the risk of
managerial self-interest and better align the firm's
actions with shareholders' expectations.

Furthermore, Agency Theory underscores the
importance of board diversity, including gender and
nationality, in improving governance and firm
performance. A diverse board brings a range of
perspectives, which can enhance decision-making
and reduce the risk of any one group dominating the
process. This, in turn, supports more balanced and
effective oversight (Terjesen et al., 2016). As
Hillman et al. (2007) argue, diverse boards are more
likely to challenge management and avoid
groupthink, leading to more thorough decision-
making and better long-term performance.

Agency Theory provides a comprehensive
framework for understanding corporate governance,
emphasizing the importance of an independent,
diverse, and appropriately sized board to mitigate
agency problems and align management actions with
shareholder interests. By ensuring effective
monitoring and decision-making, Agency Theory
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supports the idea that well-structured boards can
improve corporate performance and accountability,
thereby fostering long-term shareholder value.

Empirical Studies

Adams & Ferreira, (2024) conducted a meta-analysis
to synthesize results from over 50 empirical studies
on board diversity and firm performance, with a
particular focus on ROA. Their research aimed to
understand the correlation between board diversity
across gender, race, and expertise and financial
performance metrics like ROA. They found a
positive relationship between board diversity and
firm performance, particularly in companies with a
higher proportion of independent non-executive
directors. The study emphasized that the positive
effects were more pronounced in companies that had
strong governance structures, including external
oversight by audit committees. The authors
recommended that companies increase board
diversity, particularly by adding more non-executive
directors, to improve decision-making and financial
outcomes. However, they identified a gap in
understanding how audit tenure influences this
relationship. Specifically, the potential effect of
long-term auditors, who may become too closely
aligned with management, was not thoroughly
examined. To address this gap, future research
should explore how the intersection of board
diversity and audit tenure influences financial
performance, using a longitudinal approach to track
these variables over time.

Hossain, & Islam, (2024) examined the impact of
board structure on financial performance in
emerging markets, focusing on companies listed in
Bangladesh from 2010 to 2017. Using panel data
analysis, the researchers investigated how factors
like board committees, board composition, and
NEDs influenced financial performance, while
controlling for variables like firm size, industry type,
and audit tenure. Their findings revealed that a
higher proportion of independent non-executive
directors and strong board committees were
positively associated with higher ROA. However,
audit tenure showed a mixed effect: longer tenures
were associated with a better understanding of the
company’s operations but raised concerns about

auditor independence. The authors recommended
that firms increase the number of independent
directors and ensure strong audit committees to
improve governance and performance. While this
study provided valuable insights on the role of board
structure, it did not explore the potential moderating
effect of audit tenure in depth. Future research could
address this by investigating whether audit tenure
influences the impact of independent directors and
board committees on ROA, particularly in emerging
markets.

Wang, & Li, (2023) examined the effect of non-
executive directors and board committees on firm
performance in Chinese listed firms between 2014
and 2019. Using a fixed-effects regression model, the
researchers analyzed firm-level financial data and
governance structures, finding that non-executive
directors especially those with industry-specific
expertise positively impacted ROA. Additionally,
board committees, particularly audit and risk
committees, were associated with better performance
metrics. The study recommended that Chinese firms
strengthen the roles of their NEDs and ensure that
board committees function effectively and
independently. However, the study did not explore
the interaction between NEDs, board committees,
and the role of audit tenure. To fill this gap, future
research should incorporate audit tenure as a control
variable to determine if its effect moderates the
relationship between NEDs, board committees, and
financial performance. The study focused on the
interaction between audit tenure, board governance
factors  (including board committees and
composition), and financial performance in UK-
listed companies from 2015 to 2020. Using
regression analysis, the study found that shorter audit
tenures were associated with better financial
performance, specifically higher ROA, suggesting
that longer audit tenures could potentially reduce
audit quality. They also found that strong board
governance, particularly independent  board
committees, improved financial performance even
with longer audit tenures. The authors recommended
more frequent audit rotations to avoid auditor
complacency and emphasized the importance of
strong board committees in maintaining high
corporate governance standards. While the study
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highlighted the role of audit tenure, it did not address
the broader effects of different board compositions,
particularly the role of non-executive directors.
Future research should explore how the combined
effects of audit tenure and NEDs influence firm
performance, especially ROA, to gain a deeper
understanding of these dynamics.

Lastly, Chang, & Kim,(2022) investigated corporate
governance practices in family-owned firms listed in
the U.S. between 2010 and 2020. This longitudinal
study used data to analyze how audit committees,
board composition, and NEDs affected financial
performance, with a focus on the moderating role of
audit tenure. Their findings revealed that
independent NEDs and strong audit committees were
positively associated with higher ROA, and this
effect was stronger in firms with shorter audit
tenures. In family firms, however, longer audit
tenures were linked to a decline in financial
performance after a certain point. The authors
recommended that family firms maintain robust
governance structures, including independent audit
committees, and consider more frequent audit
rotations to preserve audit objectivity. While the
study provided valuable insights into the role of audit
tenure, it did not fully explore the interaction effects
between NEDs, audit committees, and audit tenure.
Future studies could examine how these factors
together influence firm performance, particularly
ROA, in family firms.

3. METHODOLOGY

This study adopted an ex post facto research design
to investigate the Effect of corporate governance
attributes on the financial performance of listed
consumer goods firms in Nigeria. The ex post facto
research design is appropriate for this study, as it
involves analyzing existing data over time to
establish  relationships ~ between  corporate
governance attributes (independent variables) and
financial performance (dependent variable) without
manipulating the variables. The population for this

study consisted of all 35 Fast-Moving Consumer
Goods (FMCG) companies listed on the NSE. In line
with (15), the researcher randomly selected 15 firms
from this pool to represent the sample for analysis.
Data for this study were collected from secondary
sources, specifically the annual financial reports of
consumer goods firms listed on the Nigerian Stock
Exchange (NSE) as of December 2024. The study
spanned 10 years, from 2015 to 2024, providing a
sufficient timeframe to capture trends and patterns in
corporate governance and financial performance. To
analyze the data, the study employed multiple
regression analysis to examine how corporate
governance factors such as board committee, board
composition, and Non-executive Directors influence
the financial performance of these companies over
the period using Audit tenure as a control Variable.

The model used in this study was adopted from the
study done by Musa et al (2022) and was modified
for adaption in this study which was specified as
follows:

RQAIt=B0+p1Bcomtit+p2Bcompit+3
NED+ATit+eit

Where:

RQA.t = Financial Performance of firm i at time t
DCOMTIt = Board Committee of firm i at time t
Bcompit = Board composition of firm i at time t
NEDit = Non-executive Directors of firm i at time t
B0 = Constant term

B1, p2, p3 = Coefficients of the respective variables

git = Error term, accounting for unobserved factors
influencing the dependent variable

i = Cross-sectional index (representing different
companies)

t = Time-series index (representing different years,
from 2015 to 2024)
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Variables Measurement

Variable

Measurement

Literature Support

Board Committees Number of Committees

Board Composition Members

Non-Executive Directors

Board Composition} = Independent Directors/Total Board

Board Committees} = Number of Board Committees/Total Adams & Ferreira

(2021)
Hossain et al. (2020)

NEDs = Number of Non-Executive Directors/Total Number of

Wang & Li (2021)

(NEDs) Directors

Audit Tenure (CV) Audit Tenure = Number of Years the Auditor Has Been in Mollah &  Lipy
Service (2020)

Return on Assets (ROA) ROA = Net Income/Total Assets E:ng)aZHZ% & Kim

Source: Researcher’s Computation (2025).

4. RESULTS AND DISCUSSIONS

The table below presents the descriptive statistics for
five variables from a sample of 150 observations.
The variables include Return on Assets (ROA),
Board Committees (BCOM), Board Composition

(BCOMP), Non-Executive Directors (NED), and
Audit Tenure (AT). The statistics include the
minimum (Min), maximum (Max), mean, standard
deviation (Std. Dev.), kurtosis, and skewness. These
metrics provide valuable insights into the
distribution and characteristics of each variable.

Descriptive Statistics.

Variable  Obs. Min Max Mean  Std. Dev. Kurtosis Skewness
ROA 150 0.13 0.20 0.16 0.234 0.90 0.16
BCOM 150 0.50 0.75 0.64 0.451 2.30 0.23
BCOMP 150 05833 0.75 0.66 -0.612 2.45 -0.42
NED 150 0.4167 05909 0.5 0.271 2.45 0.56
AT 150 3 14 8.7 0.241 3.13 0.88

Source: STATA Version 15 Output, (2025).

Return on Assets (ROA) shows that, on average,
firms generate about 16% of their total assets as net
income. This is a moderate return, and the data
ranges from 13% to 20%, indicating that most firms
have returns concentrated around this average, with
only a small deviation. The standard deviation of
0.234 highlights a moderate level of variability in the
ROA, suggesting that while many firms have similar
returns, some deviate significantly. The kurtosis
value of 0.90 suggests that the distribution of ROA

is slightly leptokurtic, meaning there is a moderate
concentration of values near the mean with a few
extreme values. The skewness of 0.16 indicates that
the data is nearly symmetric, with just a slight
rightward tilt. This suggests a few firms are
performing exceptionally well, skewing the overall
distribution slightly toward higher ROA values.

For Board Committees (BCOM), the average
proportion of board committees across firms is 64%,
suggesting that board committees are quite common
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and play a significant role in governance. The
proportion of board committees ranges from 50% to
75%, reflecting a moderate variation across firms in
terms of governance structure. The standard
deviation of 0.451 suggests that the number of
committees varies widely among firms. The kurtosis
value of 2.30 shows a moderate leptokurtic
distribution, meaning while most firms fall within a
reasonable range for committee numbers, there are
some firms with notably high or low committee
counts. The skewness of 0.23 indicates that the
distribution is fairly symmetrical, with only a slight
rightward tilt, suggesting that most firms have a
similar number of committees, though a few may
have slightly more.

Regarding Board Composition (BCOMP), the
average proportion of independent directors is 66%,
indicating a relatively high level of independence in
the boards across firms, which is a sign of strong
governance. The range from 58.33% to 75% shows
that while most firms have a similar proportion of
independent directors, there are a few with a notably
higher percentage. The standard deviation value of -
0.612 is unusual, suggesting potential data skew or
misinterpretation in the dataset. The kurtosis of 2.45
suggests a leptokurtic distribution, indicating that
while most firms have a similar proportion of
independent directors, some outliers are pulling the
distribution. The skewness of -0.42 indicates a
moderate leftward skew, suggesting that a few firms
have lower proportions of independent directors,
influencing the data slightly to the left.

For Non-Executive Directors (NED), the average
proportion is 50%, indicating a balanced mix of
executive and non-executive directors on the boards.

The range of 41.67% to 59.09% shows slight
variation, with most firms having similar
proportions, although some diverge significantly.
The standard deviation of 0.271 suggests moderate
variability, indicating that while most firms are
balanced in terms of executive and non-executive
directors, there are a few with higher or lower
proportions of non-executive directors. The kurtosis
of 2.45 is again leptokurtic, reflecting some outliers
but a concentration of data around the mean. The
skewness of 0.56 suggests a positive skew, meaning
that most firms tend to have more non-executive
directors, but a few firms have fewer, pulling the
distribution slightly toward the lower end.

Lastly, for Audit Tenure (AT), the average audit
relationship lasts 8.7 years, suggesting that firms
tend to maintain long-standing relationships with
their auditors. The range from 3 to 14 years indicates
that while some firms keep the same auditors for
many years, others change auditors more frequently.
The standard deviation of 0.241 is relatively low,
suggesting that most firms' audit tenures are close to
the average, with less variation than the other
variables. The kurtosis of 3.13 indicates a platykurtic
distribution, meaning the data is more spread out
with fewer extreme outliers compared to a normal
distribution. The skewness of 0.88 indicates a
moderate rightward skew, suggesting that a few
firms have particularly long audit tenures, which is
pushing the distribution to the right.

The correlation matrix sheds light on how the key
variables Return on Assets (ROA), Board
Committees (BCOM), Board Composition
(BCOMP), Non-Executive Directors (NED), and
Audit Tenure (AT) relate to one another.

Correlation Metrics

ROA BCOM BCOMP NED AT
ROA 1
BCOM 0.45 1
BCOMP 0.32 0.67 1
NED 0.22 0.51 0.56 1
AT 0.18 0.27 0.33 0.35 1

Source: STATA Version 15 Output, (2025).
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One key observation is the moderate positive
correlation between ROA and Board Committees
(0.45), meaning that companies with more board
committees tend to have a slightly better return on
assets. This suggests that board structure could be
linked to improved financial performance. Similarly,
Board Committees and Board Composition are
strongly positively correlated (0.67), indicating that
firms with more committees also tend to have a
higher proportion of independent directors. This
reflects a governance structure where more
committees may be linked to a stronger emphasis on
independent oversight. The relationship between
Board Composition and Non-Executive Directors

is also moderately positive (0.56), showing that firms
with a larger proportion of independent directors also
tend to have more non-executive directors on their
boards. However, the connection between ROA and
Non-Executive Directors is weak (0.22), suggesting
that having more non-executive directors does not
necessarily correlate strongly with financial
performance. Lastly, Audit Tenure shows weak
positive correlations with all the other variables. The
most notable relationship is with Non-Executive
Directors (0.35), implying that firms with longer
relationships with their auditors are somewhat more
likely to have a higher proportion of non-executive
directors.

Ordinary Least Squares Regression

Variable Coef. Std. Err. T P
BCOM 0.002 0.001 2.50 0.025
BCOMP 0.003 0.002 1.50 0.135
NCD 0.005 0.001 5.00 0.000
AT 0.001 0.0005 2.60 0.002
CONS 0.006 0.002 3.00 0.003
Number of Obs 150

F(3,21) 7.83

P (Prob>F) 0.002

R-squared 0.4432

Adjusted R-squared 0.5436

ROOTMSE 0.30412

Source: STATA Version 15 Output, (2025).

The Ordinary Least Squares (OLS) regression
analysis helps us understand how different factors,
such as Board Committees, Board Composition,
Non-Executive Directors, and Audit Tenure, are
related to a company's financial performance,
specifically Return on Assets (ROA). This model
provides insights into which of these factors have a
meaningful impact on ROA and how well the model
explains variations in performance.

Looking at the results, the coefficient for Board
Committees (BCOM) is 0.002, suggesting that an
increase in the number of board committees is linked

to asmall increase in ROA. The t-statistic of 2.50 and
a p-value of 0.025 show that this relationship is
statistically  significant, meaning that board
committees do have a notable effect on a company’s
financial performance at the 5% level.

In contrast, Board Composition (BCOMP) has a
coefficient of 0.003, indicating a positive effect, but
the t-statistic of 1.50 and the p-value of 0.135 show
that this result is not statistically significant. This
suggests that, in this model, the proportion of
independent directors does not have a strong or
reliable effect on ROA.
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For Non-Executive Directors (NCD), the coefficient
is 0.005, implying that an increase in the proportion
of non-executive directors correlates with a rise in
ROA. This result is highly significant, with a t-
statistic of 5.00 and a p-value of 0.000, indicating a
robust and positive relationship between non-
executive directors and company performance.

Audit Tenure (AT) shows a smaller but still positive
effect on ROA, with a coefficient of 0.001. The t-
statistic of 2.60 and p-value of 0.002 confirm that this
relationship is statistically significant, meaning that
firms with longer relationships with their auditors
tend to perform better financially.

The constant term (intercept) of 0.006 represents the
average ROA when all the independent variables are
zero. This value is also statistically significant, with
a t-statistic of 3.00 and a p-value of 0.003, suggesting
that the model's baseline prediction is meaningful.

In terms of the overall model fit, the R-squared value
of 0.4432 indicates that about 44.32% of the
variation in ROA can be explained by the
independent variables in the model. Although this
isn’t a perfect fit, it shows that the model explains a
reasonable portion of ROA’s variation. The Adjusted
R-squared value of 0.5436 slightly improves upon
this, accounting for the number of variables in the
model.

The F-statistic of 7.83 with a p-value of 0.002
indicates that the overall regression model is
statistically significant, suggesting that at least one of
the variables included in the model has a meaningful
effect on ROA. Finally, the ROOTMSE value of
0.30412 represents the average prediction error of the
model, indicating that it is reasonably accurate in
predicting ROA.

Test of Hypothesis

The hypothesis testing process for the impact of
board-related variables on financial performance in
listed consumer goods firms in Nigeria is outlined
below.

For HOL, the null hypothesis suggests that board
committees have no significant effect on financial
performance, meaning the coefficient for board
committees (BCOM) is equal to zero. The alternative

hypothesis is that the coefficient for board
committees is not equal to zero, indicating a
significant effect. Based on the regression results, the
p-value for BCOM is 0.025, which is less than the
significance level of 0.05. Therefore, the study reject
the null hypothesis (HO1) and conclude that board
committees have a significant effect on the financial
performance of listed consumer goods firms in
Nigeria.

For HO2, the null hypothesis posits that board
composition has no significant effect on financial
performance, implying the coefficient for board
composition (BCOMP) is zero. The alternative
hypothesis asserts that the coefficient for board
composition is not equal to zero, suggesting a
significant effect. The p-value for BCOMP is 0.135,
which is greater than the significance level of 0.05.
As aresult, the study fail to reject the null hypothesis
(H02) and conclude that board composition does not
have a significant effect on the financial performance
of listed consumer goods firms in Nigeria.

For HO3, the null hypothesis suggests that non-
executive directors have no significant effect on
financial performance, meaning the coefficient for
non-executive directors (NED) is zero. The
alternative hypothesis indicates that the coefficient
for non-executive directors is not equal to zero,
implying a significant effect. The p-value for NED is
0.000, which is less than the significance level of
0.05. Therefore, the study reject the null hypothesis
(HO3) and conclude that non-executive directors
have a significant effect on the financial performance
of listed consumer goods firms in Nigeria. In
summary, board committees and non-executive
directors are shown to have a significant impact on
financial performance, while board composition
does not.

Discussion of Findings

The analysis of the relationship between governance
structures and financial performance in Nigerian
listed consumer goods firms vyielded significant
results for some variables and inconclusive results
for others.

The first hypothesis suggested that board committees
have no significant effect on financial performance.
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However, the results of this regression show a
statistically significant positive relationship between
board committees and ROA. A p-value of 0.025
supports the idea that having more board committees
positively impacts a firm’s financial performance.
This finding is consistent with the growing body of
literature, which suggests that specialized
committees, particularly audit and risk committees,
improve corporate governance by providing focused
oversight. Recent studies, such as Adams and
Ferreira (2021), have emphasized that board
committees contribute to improved decision-making,
risk management, and overall organizational
performance. Furthermore, Jiraporn et al. (2020)
argued that audit committees, in particular, enhance
financial reporting quality, thereby boosting firm
performance. However, some studies, such as Fama
and Jensen (1983), suggest that the effectiveness of
committees depends on how they function within the
broader board structure. They argue that adding
committees might not necessarily lead to better
performance if the committees lack the authority or
capacity to influence strategic decisions effectively.

The second hypothesis, which tested whether board
composition affects financial performance, was not
supported by the data. The p-value for Board
Composition (BCOMP) was 0.135, which is above
the commonly used threshold of 0.05, suggesting that
board composition, particularly the proportion of
independent directors, does not significantly impact
financial performance in the context of Nigerian
consumer goods firms. This finding contrasts with
the results from studies like Bhagat and Bolton
(2018), which argue that independent directors
contribute to better governance and financial
performance by mitigating agency problems and
preventing managerial overreach. Cotter et al. (2009)
also found that boards with a higher proportion of
independent directors tend to make decisions that
align  more closely with shareholder interests,
improving overall performance. On the other hand,
some scholars have questioned the effectiveness of
independent directors in driving performance.
Vafeas (2000) argued that independent directors
might not always possess the necessary industry-
specific knowledge, which could hinder their ability
to make informed decisions. This may explain the

lack of a significant effect in the Nigerian context,
where governance practices might differ from those
in more developed markets.

The third hypothesis, which posited that non-
executive directors (NEDs) have no significant effect
on financial performance, was rejected, as the p-
value for Non-Executive Directors (NED) was
0.000, well below the significance level of 0.05. This
result indicates that non-executive directors do
indeed play a significant role in improving financial
performance. This conclusion aligns with much of
the existing literature on corporate governance,
which highlights the value of non-executive directors
in bringing independent judgment and oversight to
the board. Musa et al (2020) emphasize the
importance of non-executive directors in maintaining
objectivity and reducing conflicts of interest within
the board. Additionally, Jackling and Johl (2009)
found that non-executive directors contribute
valuable experience and insight, helping firms make
more strategic and financially sound decisions.
However, some studies, such as Raheja (2005), have
pointed out that having too many non-executive
directors could lead to slower decision-making and
reduced effectiveness. While this was not directly
observed in the current study, it remains a relevant
point for future research to explore how the mix of
executive and non-executive directors affects
performance.

5. CONCLUSION AND
RECOMMENDATIONS

The findings from this study highlight the significant
role that Board Committees and Non-Executive
Directors play in enhancing the financial
performance of listed consumer goods firms in
Nigeria. Specifically, Board Committees were found
to have a positive impact on financial performance,
as evidenced by their significant correlation with
Return on Assets (ROA). Similarly, Non-Executive
Directors also showed a strong positive relationship
with ROA, suggesting that their independent
oversight contributes.

Based on the findings of this study, here are three key
recommendations for improving the financial
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performance of listed consumer goods firms in
Nigeria:

i.  Since board committees were found to have a
significant positive impact on financial
performance, it is recommended that firms
continue to prioritize and strengthen the
effectiveness of their board committees. This
includes  ensuring  that  committees,
particularly audit and risk management
committees, are properly staffed with
experienced, independent members who can
offer valuable oversight and strategic
guidance.

Ii.  The study demonstrated that the presence of
non-executive directors positively influences
financial performance. Therefore, firms
should consider increasing the proportion of
non-executive directors on their boards.
These directors bring diverse perspectives
and independent judgment, which can help
improve decision-making and governance,
ultimately leading to better financial
outcomes.

iii.  Although board composition (specifically the
proportion of independent directors) did not
show a significant relationship with financial
performance in this study, this could be due
to varying governance structures in the
Nigerian context. It is recommended that
firms assess the qualifications and industry-
specific expertise of their independent
directors to ensure they are well-equipped to
provide meaningful oversight. Firms should
aim for a balanced mix of independent
directors who not only meet regulatory
requirements but also bring relevant
experience to the table.
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