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Abstract 
Motivated by the lofty and indispensable roles the commercial banks play in the economy and the consequent need to 

operate within acceptable standards of governance for consistent profitable operations. This study sets out to 

empirically ascertaining the influence of corporate governance captured by board representation, board size, audit 

independence, ownership concentration, board activism and performance of selected listed banking firms in Nigeria 

aptly captured by the capital adequacy component of CAMELS (capital adequacy, asset quality, management 

efficiency, earnings ability, liquidity and sensitivity to market risk) rating of Domestic Statistically Important Banks 

in Nigeria. Utilizing time series data sourced from the annual reports of the banks The study employed ex-post facto 

research design. The panel random effect regression technique was carried out to reveal the short run relationship at 

the 95% confidence interval. One notably striking observation from the regression results is the consistency of board 

representation as well as board size in statistically significantly influencing all the constituent components of the 

CAMELS ratings. For instance, the results provide evidence that in the short run, that board representation and board 

size have a significant positive effect on capital adequacy of quoted deposit money banks in Nigeria during the period 

of study. Therefore, the study concludes that governance in banking business entities strongly affects their 

performance. We therefore recommend among others that board size should be maintained at an optimal level to 

enhance performance. Also, regular meetings of the audit committee as much as being encouraged, the quality of such 

meetings and their attendant resolutions should even be scrutinized to ensure the effectiveness and desired impact on 

general performance of the banks. 
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Introduction 

Understanding corporate governance of banks has become necessary due to the risk 

inherent to the banking system and the danger it poses to the general economy. It provides a 

structure that works for the benefit of the stakeholders by ensuring that the institution adheres to 

the accepted ethical standards and best practices. According to Ammann, M., Oesch, D. and 

Schmid, M.M. (2011) and Peni and Vahamaa (2011), banks with stronger Corporate Governance 

mechanisms had; Higher market Value, Higher Profitability and Less Negative Stock Returns 

during crises. Over the years, corporate governance in Nigeria has received increased attention due 

to the high-profile scandals involving abuse of corporate power and alleged criminal activity by 

corporate officers, 

After the conclusion of the banks’ consolidation program in 2005, the Central Bank of 

Nigeria issued an enhanced Code of Corporate Governance for Banks in Nigeria and this became 

effective in April, 2006. The purpose was to enhance corporate governance practices within the 

banking system due to the notably weak corporate governance mechanisms in place and the Banks’ 

directors were obviously not aware of their statutory responsibilities. Therefore, there seems to be 

a link between the mode of corporate governance and the performance of organizations, which 

means that the way an organization is governed, has significant effect on its financial performance 

(Denis & McConnell 2003). 

The evaluation of banks’ financial performance has become the most common 

measurement for the banking sector. The CAMEL framework has become the common financial 

structure used by researchers to measure the financial performance of banks. A world-wide group 

of researchers, such as Ilhomovich (2009), Jaffar and Manarvi (2011), Nimalathasan (2008), Said 

et al. (2008), Sangmi and Nazir (2010), and Teck (2000) used the CAMEL framework as their 

financial indicator to evaluate the bank performance. They agreed that CAMEL framework is the 

best technique to evaluate the financial performance of ban 

The evaluation of banks’ financial performance has become the most common 

measurement for the banking sector. The CAMEL framework has become the common financial 

structure used by researchers to measure the financial performance of banks. A world-wide group 

of researchers, such as Ilhomovich (2009), Jaffar and Manarvi (2011), Nimalathasan (2008), Said 

et al. (2008), Sangmi and Nazir (2010), and Teck (2000) used the CAMEL framework as their 

financial indicator to evaluate the bank performance. They agreed that CAMEL framework is the 

best technique to evaluate the financial performance of banks. The evaluation of banks’ financial 

performance has become the most common measurement for the banking sector. The CAMEL 

framework has become the common financial structure used by researchers to measure the 

financial performance of banks. A world-wide group of researchers, such as Ilhomovich (2009), 

Jaffar and Manarvi (2011), Nimalathasan (2008), Said et al. (2008), Sangmi and Nazir (2010), and 

Teck (2000) used the CAMEL framework as their financial indicator to evaluate the bank 

performance. They agreed that CAMEL framework is the best technique to evaluate the financial 

performance of banks. 

The evaluation of banks’ financial performance has become the most common 

measurement for the banking sector. The CAMEL framework has become the common financial 

structure used by researchers to measure the financial performance of banks. A world-wide group 

of researchers, such as Ilhomovich (2009), Jaffar and Manarvi (2011), Nimalathasan (2008), Said 

et al. (2008), Sangmi and Nazir (2010), and Teck (2000) used the CAMEL framework as their 

financial indicator to evaluate the bank performance. They agreed that CAMEL framework is the 

best technique to evaluate the financial performance of banks. 
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The CAMEL framework has become a common financial structure used by researchers to 

measure the financial performance of banks. IIhomovich (2009), Jaffar and Manarvi (2011) and 

Sangmi and Nasir (2010) used CAMEL framework as their financial indicator to evaluate bank 

performance. CAMELS stand for six components of bank safety and soundness namely Capital 

Adequacy, Asset Quality, Management Efficiency, Earnings Ability, Liquidity and Sensitivity to 

Market Risk. As a measure financial performance, CAMELS examines the Profit and Loss 

Statement and Balance Sheet on the basis of each of the components (Dang, 2011)   

The classification of banks as systemically important was a fallout of the 2007-2009 global crisis 

which was said to be the most severe in the past four decades with devastating spillover effects on 

the global financial system. It was discovered that problems faced by the SIFIs affected the orderly 

functioning of the financial system which in turn affected the real economy negatively. SIFIs are 

financial institutions whose failure would significantly disrupt the essential services they provide 

to the banking system and the overall economy (Chen, Shi, Wei & Zhang, 2014). They are called 

the ‘’too-big-to-fail banks (Gu, & Zhu, 2015). 

Nigeria joined the list of countries that classified their banking system into Systemically 

Important Banks and Non-Systemically Important Banks in November 2013 after the Central Bank 

of Nigeria listed eight banks namely First Bank, Guaranty Trust Bank, Zenith Bank, United Bank 

for Africa, Access Bank, Skye Bank, Eco bank Nigeria and Diamond as SIBs or “too big to Fail 

banks (Okafor & Azuzu, 2018; Dosekun & Senbore, 2019).  These banks constitute on the average, 

72 percent, 69 percent and 70 percent of the aggregate industry loans, industry total assets and 

total industry deposits in 2015, 2016 and 2017 respectively (CBN, 2016, 2017 2018). 

There have been several assessments on the financial performance of Systemically Important 

Financial Institutions and literature reviews have shown that the stability of banks depends on their 

financial performance levels. This is due to the fact that high level of profitability enables banks 

to absorb risks and shocks and it is an indicator of its efficiency (Wapmuk, 2016). This study has 

highlighted the financial structures of CAMELS and Corporate Governance in achieving the best 

measurements of evaluating bank performance. The main objective is to examine the impact of 

Corporate Governance on CAMELS rating of SIFIs in Nigeria. The focus of this work therefore 

is to empirically examine the influence of corporate governance on the CAMEL rating of SIFIs in 

Nigeria. 

The study of bank performance has been implemented across the globe due to the pressure 

from global crises that requires a detailed review and pre-emptive measures to maintain the 

performance of the banking sector. Considering the outcomes and mitigating measures of the 

study, researchers investigated the methods and variables that should be used to evaluate bank 

performance. One of such elements used to evaluate bank performance is corporate governance. 

Corporate governance is among the best indicators to measure bank performance and has a positive 

association with bank performance (Manaseer et al., 2012). In Nigeria, despite the merger and 

acquisition program of 2005 spear headed by the Central Bank of Nigeria, the banking institution 

is still having crisis. In the banking sector, corporate governance involves how the operations of 

banking institutions are handled by boards of directors. It dictates the way and manner banks 

execute their strategies, goals and policies including the provision of equal business opportunities 

for stakeholders. Corporate governance roles have shifted focus recently, due to lack of control 

initiatives and corporate frauds. The fundamental objective for issuing the CBN Circular (2014) is 

to create a transparent and rewarding system of banking that establishes the rule of law and 

supports dependable and sustainable segregation of duties. Codes have been established for 
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corporate governance and given to the Nigerian banking sector as a barometer for financial 

institutions to function effectively. They are as follows: BOFIA: The Bank and Other Financial 

Institutions Act 1991, FRCA: The Nigerian Financial Reporting Council Act 2011, BRMA: The 

Business and Related Matters Act 2018 (as revised), NDIC: The Nigerian Deposit Insurance 

Corporation Act 1988, SEC: The Securities and Exchange Commission, NSE: The Nigerian Stock 

Exchange and CAC: The Corporate Affairs Commission Act 1988 and others not mentioned here. 

The Basel core principles of effective banking provide a set of 25 basic principles, which support 

an effective supervisory system. Corporate governance is an important part especially for the 

Board of Directors and the Regulators in banking institutions and in addressing the banking crisis. 

Apart from employing random financial ratios to evaluate bank performance, CAMELS 

framework is one of the common tools to access the bank performance by using the specific ratios 

under its components. CAMELS ratios are the most important ratios to predict failure and evaluate 

the performance of finance companies (Shukla, 2015). The six elements of CAMELS indicators 

signify a major aspect in a bank’s financial statement, implying that when the six elements are 

inadequate, it increases the prospects of bank failure. This means that all the CAMELS indicators 

play an important role in presenting the best measurement for financial performance of banks 

(Salhuteru and Wattimena, 2015). 

Past literature has shown that both CAMELS framework and corporate governance affect 

bank performance separately. There has not been much literature in Nigeria that shows a combined 

study of corporate governance and CAMELS framework. Most of the studies relate to corporate 

governance and bank performance such as those of Adedeji and Ajulu (2020), Olabisi and 

Omoyele (2019), while others relate CAMELS framework to bank performance as Yusuf and 

Tijani (2019), Ifeanyi and Sotonye (2017) and Precious and Onyema (2019) but did not exclusively 

cover SIFIs but selected quoted commercial banks in Nigeria. 

There is a lack of research that specifically investigates the relationship between corporate 

governance and CAMELS framework in respect to the performance of the SIFIs. This combination 

is relatively unexplored in Nigeria. This study takes the initiative by examining the moderating 

impact of corporate governance on the relationship between CAMELS framework and the 

performance of SIFIs in Nigeria. The purpose of the study is to examine the influence of corporate 

governance on the CAMELS framework as performance indicators of SIFIs in Nigeria over the 

study period with special attention on the capital adequacy component. 
 

Theoretical Foundation and Empirical Review 

Factors influencing the performance of the banks in financial sector have grabbed the 

attention of the many research scholars, bank supervisors and financial markets. Scholars began 

conducting research on the performance of the banks between 1970 and 1980. They applied two 

models named as efficient structure theory and market power theory (Athanasoglou, Brissimis, & 

Delis, 2008). Another theory which is known as balanced portfolio theory helps in determining 

profits fetched by banks. It has also been used in the study of the profitability of banks (Nzongang 

& Atemnkeng, 2006). The performance of the banks is affected by the market structure of the 

industry stated by market power theory which was given by Tregenna (2009). The Structure 

Conduct Performance (SCP) and the Relative Market Power (RMP) are the two different 

approaches of the market power theory. SCP approach states that banks in high concentration 

market have more potential to raise profits than firms in low concentration market as banks have 

the chance to get deposits at lower interest rates and allocate loans at higher interest rates due to 

the presence of monopolistic environment (Tregenna, 2009). The RMP approach states that profits 

fetched by the banks are affected by their shares in market. This approach makes an assumption 
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that the banks which have differentiated products can be price makers and experience more power 

in the market (Tregenna, 2009). 

Another theory which is known as efficiency theory states that banks are more efficient 

than other hence, they earn more profits. This theory also possesses two different approaches 

named as Scale efficiency hypothesis and X efficiency. X efficiency states that efficient firms have 

lower cost hence, they are more profitable than others. On the other hand, approach of Scale 

efficiency focuses on high scale production and ignores any differences in management and 

technology of production. Large firms have benefit of economies of scale which leads to low per 

unit cost of product and high profits for the firms. Hence, they have high market share which leads 

to higher profits (Athanasoglou et al., 2006). Balanced portfolio theory also plays a vital role in 

the study of performance of the banks. (Nzongang and Atemnkeng, 2006). This theory states that 

decisions regarding the policy affect the optimal presence of each asset in the investment of 

shareholder. These decisions are affected by a number of factors such as rate of return, size of the 

portfolio and risks associated with the holding of each asset. High profits can be achieved by 

possible set of liabilities and assets which are recognized by management and expenses incurred 

by banks. The performance of the banks is also affected by signaling, balance sheet ratio, 

bankruptcy costs and risk return trade off. Hence, equity to asset ratio also plays an important 

function in determining the performance of the banks. 

A number of theories of corporate governance exist to explain the content of corporate 

governance practice. Especially interesting are the classical theories which espouse earlier thinking 

in the practice of corporate governance. We review these theories and current literature to help us 

clarify how earlier scholars understood the subject matter of corporate governance. Hawley and 

Williams (1996) did an intensive review of corporate governance literature and identified four 

major theories of corporate controls – 1) The simple finance model; 2) The Stewardship Model; 

3) The Stakeholder Model and; 4) The Political Model.  

Tricker (1996) states that, stewardship theory, stakeholders’ theory and agency theory are all 

essentially ethnocentric. Although, the underlying ideological paradigms are seldom articulated, 

the essential ideas are derived from western thought with its perceptions and expectations of the 

respective roles of individual, enterprise and the state and of the relationship between them. 

In some corporate governance studies, the legal or regulatory framework and the division 

of power between directors and shareholders, as set out in corporate codes, is mostly implicitly 

accepted as the given “state of the business world”. As such, different insurance industries have 

different policies governing the power of the directors in relation to their stockholders, which leads 

to the introduction of different guiding principles to achieve significant differences in the 

management decisions of insurance companies. 

Empirical research has examined the relationship between corporate governance and bank 

performance. Herbert and Agwor (2021) examined the effect of corporate governance disclosure 

(CGD) on the financial performance of commercial banks listed in the Nigeria stock Exchange. 

The study trichotomized corporate governance disclosure into those relating to the board of 

directors, risk management framework and whistleblowing policy. The dependent variables used 

were earnings per share, return on assets and return on equity. The sample comprises of thirteen 

commercial banks, using seventy-eight extracted annual reports from 2011 to 2016. The result 

shows a positive statistically significant relationship between corporate governance disclosure on 

board of directors and the financial performance variables of return on assets, return on equity and 

earnings per share. Also, the corporate governance disclosure of whistle-blowing policy has a 
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positive and significant relationship with earnings per share, return on assets and return on 

earnings. The study did not find a significant association between corporate governance disclosure 

of risk management framework and banks’ performance.  

Fernandes, Farinha & Mateus (2021) study the impact of board structure, CEO power and 

other bank-specific factors on bank risk-taking for a sample of seventy-two publicly listed 

European banks in both stable and crisis periods. The results show that the proportion of 

independent directors, board size and Chief Executive Officer (CEO) power affected bank risk 

taking negatively during recent financial crisis. However, institutional shareholder ownership and 

the presence of an ex-CEO as chairman influenced bank risk taking positively. Also, during the 

pre-crisis period, only board independence and institutional ownership keep the same impact on 

risk while CEO power has no influence and the existence of an ex- CEO as chairman reduces risk-

taking by banks.  

Adedeji, Elijah and Ajulo (2020) examined the impact of corporate governance on the 

performance of selected banks in Nigeria using regression analysis of five years ranging from 

2014-2018. The stock performance being the response variable was captured as market price per 

share (MPS) while the explanatory variables were captured as board size, corporate governance 

disclosure index, non-executive directors and number of female directors. The result showed that 

there exists a positive and significant relationship between corporate governance variables of board 

size and number of female directors and market price per share. However, there is a negative 

relationship between corporate governance disclosure index and market price per share. Also, 

number of executive directors was negatively and significantly related to banks’ stock 

performance. 

Okonkwo, Azolibe and Nwadibe (2019) investigated the effect of corporate governance on 

bank performance in Nigeria for the period 2006-2018. This study made use of fifteen banks that 

are publicly listed within the period under review. The Granger Causality test was applied to 

determine the direction of causality. The results show that board audit committee has a positive 

relationship with net profit margin while block-shareholding and board composition have negative 

relationship on growth in revenue and growth in net profit.  

Basar, Bouteska & Eksi (2021) examines the relationship between the structure of 

corporate governance and performance in the banking sector. The samples consist of data from a 

total of thirty-three Turkish banks for the period between 2012 to 2017. A board characteristics 

index comprising of board composition, board leadership structure, board membership 

characteristics and board committee structure represent the corporate governance structure while 

return on asset is the proxy for bank performance. The results show that the four sets of board 

attributes relate significantly and positively with return on assets. 

Bezawada (2020) examines corporate governance practices and analyzes the role of the board 

characteristics in terms of board size, board composition and functioning of the board as it relates 

to the performance and asset quality of banks. A sample of thirty-four commercial banks were 

used for the period of 2009 to 2018.The study finds that busy directors and the number of meetings 

have a positive significance on bank performance. The percentage of independent directors 

influence a significant negative relationship on the net non-performing assets ratio while the board 

size has a significantly negative impact on bank performance. 

Georgantopoulos and Filos (2017) investigates the impact of corporate governance 

mechanisms on the performance of Greek banks. The sample of this study consists of thirteen 

Greek banks over the period of 2008 to 2014. Panel data was employed because it is considered 

the most reliable sampling method when dealing with cross-sectional data. The corporate 
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governance variables have five different proxies of board size, independent directors, gender 

diversity, foreign directors and CEO-Chairman duality. The bank performance proxies are return 

on assets, return on equity, net interest margin and pretax operating income. The findings show 

that increasing the board size and the number of independent directors can both have positive 

impact on the four measures of performance of Greek banks, but only up to a certain point. 

Therefore bank efficiency will increase as board size and the proportion of independent directors 

grow up to a point where these relationships hit a maximum from which bank performance 

decreases. Also the dual appointment of the CEO as Chairman appears to affect negatively return 

on assets and return on equity as it decreases bank performance. There is no statistically significant 

relationship between gender diversity / foreign directors on bank performance. 

Sugiyanto and Tukiyat (2022) examine the effect of financial contagion and good corporate 

governance on company performance of 104 banks company listed on Indonesia Stock Company 

from 2016-2019. Corporate governance is measured using the number of independent directors, 

frequency of board meetings, and attendance at board meetings. This study has two dependent 

variables, namely market performance as measured by Price Earnings Ratio (PER) and operational 

performance as measured by return on equity (ROE). The analysis method used is multiple 

regression models with two dependent variables. The results showed that the contagion effect had 

a positive influence on the company's PER performance but did not have an effect on the 

company's ROE performance. Meanwhile, corporate governance through the board of directors' 

meeting is able to have an influence on ROE performance but not on PER. This shows that when 

there is a domino effect from another country it will have an influence on share prices in the market.  

Martins and Osemudiamen, (2019) examines board size and corporate performance of 

quoted companies in Nigeria. The objectives of the study are to examine the relationship between 

board size and total asset of quoted Nigerian banks; to examine the relationship between board 

size and total revenue of quoted Nigerian banks; to examine the relationship between board size 

and net profit of quoted Nigerian banks. The study adopted panel research design and census 

survey approach. The population of this research consists of 21 commercial banks in Nigeria. Data 

were collected from secondary sources that is audited financial statements. The findings of the 

study showed that there is a negative relationship between board size and total assets; there is a 

positive relationship between board size and gross revenue; there is a positive relationship between 

board size and Net profit. From the above findings, the study concluded that there is a relationship 

exist between board size and corporate performance of quoted Nigerian banks. The study further 

recommend that commercial banks and quoted firms must ensure that a proper board of directors 

is composed in other to institute standards and controls that will boost the net income of the firm; 

regulatory bodies should ensure that firms constitute a board with a standard size of seven 

members. The board also must have professionals who have requisite knowledge in the business; 

firm’s board must ensure that the committees in the board are most effective in safeguarding the 

asset of the organization. 

Bebeji, Mohammed and Tanko (2015) analyzed the effects of board size and board 

composition on the performance of Nigerian banks. The financial statements of five banks were 

used as a sample for the period of nine years and the data collected were analysed using the 

multivariate regression analysis. The paper found that board size has significant negative impact 

on the performance of banks in Nigeria. This signifies that an increase in Board size would lead to 

a decrease in ROE and ROA. On the other hand, board composition has a significant positive effect 

on the performance of banks in Nigeria. This signifies that an increase in Board composition would 
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lead to a decrease in ROE and ROA. It is recommended that banks should have adequate board 

size to the scale and complexity of the organisation’s operations and be composed in such a way 

as to ensure diversity of experience without compromising independence, compatibility, integrity 

and availability of members to attend meetings. The board size should not be too large and must 

be made up of qualified professionals who are conversant with oversight function. The Board 

should comprise of a mix of executive and non-executive directors, headed by a Chairman. 

There is also literature that relate CAMELS rating framework and bank performance of 

randomly selected quoted commercial banks in Nigeria (Yusuf and Tijani (2019), Ifeanyi and 

Sotonye (2017) and Precious and Onyema (2019). However, they did not incorporate the role of 

corporate governance in banks’ performance. In crisis situation that led to the enhancement of 

corporate ethics, there is need to link up corporate governance and performance in order to achieve 

a more liable empirical outcome. There is therefore room for a comprehensive valuation of bank 

performance, while taking a step back from the stand-alone and traditional approach to 

performance evaluation.  

From the foregoing, it becomes imperative to empirically investigate relationship between 

corporate governance and bank performance using capital adequacy component of CAMELS 

rating of the D-SIBs in Nigeria.  
 

Methodology 

This is a time series/cross-sectional research that involved the use of regression/correlation 

and other sophisticated econometric tools. The data used in this study are secondary data which 

are readily available and cannot be manipulated.   
 

Population of the Study  

The population of the study comprised the twenty-four commercial banks licensed by the 

Central Bank of Nigeria. 
 

Sampling Procedure and Sample Size  

This study adopted the non-probability (purposive) sampling method and it was based on 

the judgment of the Central Bank of Nigeria which classified banks based on operational scope - 

regional, national and international banks. Also, Thus the sample of this study comprises of five 

selected Domestic Systemically Important Banks (D-SIBs) quoted on the floor of the NSE namely: 

First Bank Plc, Zenith Bank Plc, Guaranty Trust Bank Plc, Access Bank Plc and United Bank for 

Africa Plc.  
 

Model Specification 

In order to achieve the objectives of this study and test the hypotheses, a functional 

relationship in form of a multiple linear regression model consisting of dependent variables of 

capital adequacy (CA) and independent variables board representation (BREP), board size (BSIZ), 

audit committee independence (AUDI), board activism (BACT) and audit committee meeting 

(AUDM) will be formulated. The regression models are presented as follows;  
 

Pooled regression model specification 

𝐶𝐴𝑡 = 𝛾0 + 𝛾1𝐵𝑅𝐸𝑃𝑡 + 𝛾2𝐵𝑆𝐼𝑍𝑡 + 𝛾3𝐴𝑈𝐷𝐼𝑡 + 𝛾4𝐵𝐴𝐶𝑇𝑡 + 𝛾5𝐴𝑈𝐷𝑀𝑡

+  𝑢𝑡                                                 (3.15) 
Where: 

CA = Capital Adequacy 

BREP = Board Representation  

BSIZ = Board Size  
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AUDI = Audit committee 

BACT = Board activism 

AUDM = Audit committee meeting 
 

A Prior Expectation 

Model 1 = β1 > 0, β2 > 0, β3> 0, β4 > 0, β5 > 0. 

This implies that the independent variables of board representation, board size, audit committee 

independence, board activism and audit committee meeting  are expected to have a positive effect 

on the dependent variable (capital asset). 
 

Methods of Data Analysis  

This study employs panel data analysis. Thus, we started with descriptive statistics to 

ascertain the general properties of the data which included the mean, median, standard deviation, 

skewness etc. Thereafter the correlation matrix was carried out to show the interactions among 

study variables. The panel unit root test was conducted to determine the appropriateness of the 

data which qualifies it for use in regression analysis. We ran the fixed and random effect model 

estimations in order to establish the possible effect in each model. The Hausman test was used to 

decide between fixed or random effect models 
 

Results and Discussions 

The regression analysis result using the panel random regression evaluates the effect of 

corporate governance on capital adequacy component of the CAMELS ratings of Domestic 

Systematically Important Banks in Nigeria. Board representation, board size, audit committee 

independence, audit committee meeting and board activism are all different aspects of corporate 

governance examined in the study and they serve as the independent variables. On the other, capital 

adequacy serves as the dependent variable of the study. 

From the first model estimates, we noticed a positive relationship between board 

representation, audit committee independence and capital adequacy of domestic systemically 

important banks in Nigeria. The relationship is statistically significant at 5% level for board 

representation and statistically insignificant for audit committee independence. For board size, 

audit committee meetings and board activism, the results show a negative relationship. The 

relationship is statistically significant only for board size while audit committee meetings and 

board activism are not statistically significant at 5%. 

  A look at the global probability estimates, the decision rule is that if the calculated 

probability estimate is greater than 0.05, we reject the null hypothesis, otherwise we do not reject. 

Therefore, the result of the statistics shows a probability value of 0.0003581. This is less than 0.05, 

our preferred level of significance. This implies that there is a statistically significant relationship 

between board representation, board size, audit committee independence, board activism, audit 

committee meetings and capital adequacy of the domestic systemically important banks in Nigeria. 

This collaborates with the Agency theory of Jensen and Meckling, (1976) and Fama and Jensen 

(1983). They found that corporate governance helps owners to exert control over corporate 

performance. Corporate governance mechanisms have given powerful positions to owners to 

manage corporate executives and non-executive directors. This result is consistent with the 

findings of Matins and Osemudiamen (2019), Adedeji, Elijah and Ajulo (2020) and Basar, 

Bouteska and Eski (2021).  
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This finding is in line with the a priori expectation that the independent variables of board 

representation, board size, audit committee independence, board activism and audit committee 

meetings have a positive effect on capital adequacy. 
 

Conclusion and Recommendations 

Recognizing the role and significance of banking firms’ corporate governance practices on 

their overall performance, the study sets out to investigate the effect of corporate governance on 

the performance of the banking firms with a focus on capital adequacy component of the CAMELS 

ratings of Domestic Systematically Important Banks. The Random Panel Regression was 

employed to carry out the econometric analysis.  

From the results of both descriptive and econometric analyses, it is clear that corporate 

governance exerts a significant influence on the performance variables of commercial banks.  

From the result of the Regression analysis, we draw the conclusion that board representation board 

size, audit committee independence, audit committee meetings and board activism significantly 

affects the capital adequacy of domestic systemically important banks in Nigeria. Also, board 

representation has a positive and significant influence on the capital adequacy of the domestic 

systemically important banks. This implies that an increase in the number of non-executive 

directors with broader and more divergent knowledge of the economy enhances the capital 

adequacy of the banks. 

There is also a significant relationship between board representation board size, audit 

committee independence, audit committee meetings, board activism and asset quality of banks. 

The wealth of knowledge employed from board representation and qualitative composition 

of the audit committee also enhanced the quality of bank assets of the domestic systemically 

important banks in Nigeria. 

Based on the above findings, the study asserts that increased bank performance ability 

significantly derives from good governance and, therefore, recommends maintaining adequate 

governance mechanisms to ensure that banks are profitably managed.  

1. There should be optimal sustenance of the existing board representation and should be altered 

when objectively necessary. Independent directors are known to bring a diversity of knowledge 

as well as monitor, control and oversee the strategic vision of the banks. 

 

2. The engagement of foreign directors would build the necessary diversity/inclusion that will 

encourage the desired global competitiveness of the domestic systemically important banks in 

Nigeria. 

 

3. Board size should be maintained at an optimal level in order to attract more knowledge and 

financial resources that can be beneficial in enhancing capital adequacy. 
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