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ABSTRACT 
This study investigates the relationship between board attributes and investment efficiency of Deposit Money Banks 

(DMBs) in Nigeria.  The study covers a period of ten years, 2016 to 2025. This study used multivariate regression 

technique to analyze data extracted from the field.  The results showed that the   board size, board independence, board 

gender diversity and frequency of board meetings all have positive and statistically significant effects on investment 
efficiency. The study recommended that board size of Deposit Money Banks should be adequate to provide enough 

expertise and experience as well as to monitor effectively without causing coordination problems.  

 This study further recommended that banks should ensure that corporate boards have a greater proportion of non-
executive directors and independent directors. Independent directors must be encouraged to participate robustly in 

governance and oversight. 

 

KEYWORDS: Board Characteristics, Investment Efficiency, Corporate Governance, Deposit Money Banks, Nigeria, 

Panel Regression. 

 

INTRODUCTION 

The Nigerian banking industry is a vital component of 

national prosperity, functioning as an essential conduit that 
directs public deposits into productive investments 

required for sustained economic growth. Central to this 

process are Deposit Money Banks (DMBs), whose 
principal duty is to enhance capital allocation, a concept 

referred to as investment efficiency (Lawal, 2019). This 

level of efficiency is achieved when a bank consistently 
discovers and finances projects with a positive net present 

value, effectively balancing the hazards of under-

investment and the systemic dangers of over-investment 

(Oladejo & Okedun, 2025). Nonetheless, realizing this 
ideal is sometimes obstructed by the intrinsic complexity 

of corporate existence, including the friction arising from 

knowledge asymmetry and the conflicting interests present 
in agency dilemmas. When governance structures fail, 

internal pressures may result in suboptimal decisions that 

affect the broader economy, underscoring the essential 

requirement for stringent oversight to guarantee that the 
capital entrusted to these institutions is managed with 

strategic precision and ethical integrity (Ajaegbu & 

Mmayie, 2025). 
Corporate governance transcends mere regulations; it 

functions as the strategic ‘nerve centre’ that determines a 

firm's performance and capital allocation (Bakare, 2018). 
The core of this system comprises the board's distinctive 

attributes, including its overall dimensions, the inclusion of 

independent perspectives, the frequency of meetings, and 

the variety of its members. These characteristics are not 
merely demographic indicators; they are the mechanisms 

that affect how a board oversees management and 

manoeuvres through critical strategic decisions (Arthur et 
al, 2024). 

In Nigeria, the banking sector functions under the stringent 

supervision of the Central Bank of Nigeria (CBN) and the 
Securities and Exchange Commission (SEC), which have 

set explicit standards for corporate governance (Okodugha, 

2021). Nonetheless, despite the implementation of these 

advanced frameworks, a lingering ‘human’ inquiry 
persists: do these structured board configurations genuinely 

result in more effective investment decisions in practice? 
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The persistent ambiguity around the efficacy of these 

boards in preventing over-investment or only serving as 
symbolic compliance indicates that the connection between 

governance theory and actual financial management in 

Nigerian DMBs remains unresolved (Miao, 2025). 
The scholarly debate on the relationship between 

boardroom dynamics and the accuracy of capital allocation 

remains unresolved. Despite extensive research, the 

empirical data remains markedly inconsistent, yielding a 
‘mixed bag’ of results that differ across various 

marketplaces and time periods. The absence of consensus 

is particularly notable in rising economies such as Nigeria, 
where a distinctive combination of institutional obstacles, 

legislative changes, and particular cultural intricacies in 

commerce frequently contradicts the accepted ideas 

prevalent in Western markets. Due to the conflicting 
outcomes of current studies, some indicating that specific 

board characteristics enhance efficiency while others report 

no significant effect, there is an urgent necessity for a more 
focused and detailed examination. 

  

Despite a continuous influx of regulatory updates and 
enhanced governance norms, the Nigerian banking sector 

continues to be susceptible to entrenched problems that 

defy simple resolutions (Adeyemo, 2021). The continued 

prevalence of excessive risk-taking, the substantial burden 
of non-performing loans (NPLs), and the recurrent 

misallocation of resources indicate that the fundamental 

challenge resides within the monitoring provided by the 
boardroom. Weak or merely symbolic board monitoring 

undermines even the most well-structured regulations, 

resulting in internal discord that precipitates suboptimal 
investment decisions. 

The current body of research exhibits a notable imbalance: 

numerous studies have examined the impact of board 

characteristics on a bank's profitability, whereas few have 
investigated the accuracy of their investments. A 

substantial distinction exists between generating profit and 

making prudent long-term investing choices. This 
particular study gap engenders uncertainty: are our existing 

board structures genuinely capable of addressing agency 

concerns, or are they merely ‘checking boxes’ while 

suboptimal decisions persist behind the scenes? Bridging 
this gap is not merely an academic endeavor; it is an 

essential prerequisite for establishing a banking sector that 

is robust, transparent, and capable of fostering sustained 
growth for the whole Nigerian economy. 

 

METHODOLOGY 

Population of Study 
The study's population consists of all Deposit Money 

Banks (DMBs) listed on the Nigerian Exchange Group 

(NGX). These banks constitute the foundation of the 

nation's financial sector and function under the rigorous 

regulatory oversight of the Central Bank of Nigeria (CBN). 
As publicly traded entities, these institutions must comply 

with obligatory corporate governance disclosure mandates, 

guaranteeing that their operational and structural 
information is available to the public and academics. This 

legal framework ensures a requisite standardization in 

reporting vital for a comparative empirical analysis. 

Registered Deposit Financial Institutions Banks are chosen 
for this research due to their provision of consistent and 

audited disclosures regarding board membership, 

governance policies, and financial performance. These 
disclosures are essential for the precise assessment of 

investment efficiency, necessitating comprehensive data on 

capital expenditures and growth prospects. The study 

concentrates on publicly traded banks, utilizing high-
quality longitudinal data that has been verified by external 

auditors and market authorities, therefore augmenting the 

legitimacy and replicability of the findings within the 
Nigerian business environment Sample Size and Sampling 

Technique 

The study uses purposive sampling technique in the 
selection of Deposit Money Banks that were sampled. This 

is a non-probability sampling technique, also known as 

purposive sampling or judgmental sampling, in which the 

researcher uses his or her own judgment to select units that 
he or she believes to be most appropriate for the purposes 

of the study. This is due to the fact that not all the listed 

Deposit Money Banks (DMB) have complete and 
consistent data required for the analysis, hence, the 

purposive sampling technique is used. Thus, only banks 

with certain selection requirements are in the sample. 
 

Model Specification 

The correlation between corporate governance procedures 

and the quality of capital allocation is articulated via a 
structured panel regression model. This specification 

employs a longitudinal dataset to address cross-sectional 

heterogeneity and temporal dynamics among the sampled 
enterprises. The foundational econometric model is 

articulated as follows: 

𝐼𝐸𝑖𝑡 = 𝛽0 + 𝛽1𝐵𝑆𝐼𝑍𝐸𝑖𝑡 + 𝛽2𝐵𝐼𝑁𝐷𝑖𝑡 + 𝛽3𝐵𝐺𝐸𝑁𝑖𝑡

+ 𝛽4𝐵𝑀𝐸𝑇𝑖𝑡 + ∑𝛽𝑘𝐶𝑂𝑁𝑇𝑅𝑂𝐿𝑆𝑖𝑡 + 𝜂𝑖

+ €𝑖𝑡 

𝐼𝐸𝑖𝑡 (Investment Efficiency): The dependent variable 

denotes the capital investment efficiency for business i at 
time t. This is generally implemented as the absolute 

departure from anticipated investment levels, represented 

by the residuals from an investment-to-growth model. 

𝛽0 (Intercept): The constant term representing the baseline 
level of investment efficiency when all explanatory 

variables are held at zero. 
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𝐵𝑆𝐼𝑍𝐸: The total numerical composition of the board of 

directors. 

𝐵𝐼𝑁𝐷: The proportion of non-executive or independent 

directors, representing the board’s monitoring capacity. 

𝐵𝐺𝐸𝑁: Gender diversity, often measured by the presence 

or ratio of female directors on the board. 

𝐵𝑀𝐸𝑇: Board meeting frequency, serving as a proxy for 

the intensity of board activity and diligence. 

𝐶𝑂𝑁𝑇𝑅𝑂𝐿𝑆: A vector of firm-level control variables, such 

as firm size, leverage, and operating cash flow, included to 
mitigate omitted variable bias. 

𝜂𝑖  & €𝑖𝑡 : The former represents unobserved firm-specific 

fixed effects, while the latter denotes the idiosyncratic error 

term, assumed to be independent and identically distributed 
(i.i.d) 

 

3.2.  Measurement of Variables 

The study has dependent, independent and control variables. The variables are measured with standard measures that are 

commonly used in the corporate governance and financial literature. 
Variable Type Variable Symbol Measurement 

Dependent variable Investment Efficiency INEFF Deviation from expected investment level 

Independent variable Board Size BSIZE Total number of directors on the bard 

Independent variable Board Independence BIND Ratio of non-executive directors to total board size 

Independent variable Board Gender Diversity BGD Proportion of female directors on the board 

Independent variable Board Meeting Frequency BMF Number of board meetings held annually 

Control variable Firm Size FSIZE Natural logarithm of total assets 

Control variable Leverage LEV Total liabilities divided by total assets 

 

The control variables are included to minimize omitted 
variable bias and improve the reliability of the regression 

estimates. 

 

Method of Data Analysis 

This study's empirical analysis is based on quantitative 

econometric methods specifically tailored for longitudinal 

(panel) data. This method facilitates the management of 
unobserved variation among firms and yields a more 

reliable evaluation of the causal links between board 
governance and investment efficiency (Laird, 2020  

 

DATA PRESENTATION AND ANAYSES 

Regression Analysis 

The Fixed Effect Regression Model was estimated to 

examine the effect of board characteristics on investment 

efficiency in Nigerian Deposit Money Banks. 

 

Table 4.5. Fixed Effect Regression Result 
Variable Coefficient Std. Error t-Statistic Probability 

C 0.214 0.083 2.578 0.011 

BSIZE 0.028 0.010 2.800 0.006 

BIND 0.314 0.102 3.078 0.003 

BGD 0.227 0.091 2.495 0.014 

BMF 0.019 0.008 2.375 0.020 

FSIZE 0.046 0.021 2.190 0.031 

LEV -0.118 0.057 -2.070 0.041 

Statistic Value 

R-squared 0.684 

Adjusted R-squared 0.651 

F-statistic 20.514 

Prob(F-statistic) 0.000 

Durbin-Watson Stat 2.031 

 

Interpretation of Regression Results 
As displayed in table 4.5, the regression result show that 

board characteristics have significant impacts on the 

investment efficiency in Deposit Money Banks in Nigeria. 
The coefficient of determination (R-squared) is 0.684, 

which means that the independent variables in the model 

can explain about 68.4 percent of the variations in 

investment efficiency. This indicates that the model has 
good explanatory power.  

F-statistic probability value is 0.000, which means that the 
overall regression model is statistically significant. The 

Durbin-Watson value is 2.031 which implies that there is 

no serious autocorrelation problem with the regression 
model. 

Board size (BSIZE) has a positive coefficient of 0.028 with 

a probability value of 0.006, a value that is statistically 

significant at the 5 percent level. This means that the larger 
the size of board of the Deposit Money Banks in Nigeria, 

the more efficient the investment process would be.  
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The findings indicate that the bigger a board, the more 

diverse its talent, the more monitoring power it possesses, 
and the more strategic oversight it has to make efficient 

investment decisions. 

The coefficient of Board independence (BIND) is positive 
and statistically significant with probability value of 0.003 

and coefficient of 0.314.  

The result suggests that an independent director can play 

an important role in enhancing investment efficiency 
through the strengthening of monitoring in banks and the 

mitigation of agency conflicts. 

Board gender diversity (BGD) has a positive coefficient of 
0.227 and probability value of 0.014.  

The discovery points to one of the advantages of having 

more women on boards: better governance performance 

and a positive impact on investment efficiency through 
their different viewpoints and better decision-making 

quality. 

The coefficient of the Board meeting frequency (BMF) is 
positive and highly significant (0.019) with a probability 

value of 0.020.  

This means the regular meetings of the boards enhance the 
functions of oversight, effective monitoring, and 

strengthening of strategic decision-making process in 

Deposit Money Banks. 

 

CONCLUSION 

The present study investigated the influence of board 

characteristics on investment efficiency of Deposit Money 

Banks in Nigeria. From the empirical findings, the study 
concludes that the board characteristics have a positive 

significant influence on the investment efficiency in 

Nigeria banking sector.  
Based on the study it is concluded that the effective 

corporate governance structures have positive effects on 

monitoring mechanism, accountability, agency conflict, 

and also on strategic decision making in banks. Boards with 
sufficient independence, diversity, knowledge and activity 

make a positive contribution to effective resource 

allocation and investment decisions.  
In particular, the study finds that larger boards, independent 

directors, gender-diverse boards, and active board meetings 

boost the investment efficiency through the effectiveness 
of governance and the activities of boards of directors.  

The study also finds that duality of the CEO has a negative 

impact on governance as it leads to an increase in the 

concentration of power in the hands of the CEO and the 
loss of board independence. The separation of Chief 

Executive Officer and Board Chairman is thus crucial for 

improving accountability and efficiency in investment.  
The overall findings of the study has confirmed that good 

corporate governance structure is a requisite for enhancing 

investment efficiency, financial stability and sustainable 

growth of the Deposit Money Banks in Nigeria. 
 

RECOMMENDATIONS 

The study findings and conclusions lead to the following 

recommendations. 
1. The board size of Deposit Money Banks 

should be adequate to provide enough expertise and 

experience as well as to monitor effectively without 

causing coordination problems.  
2. Banks must ensure that corporate boards have 

a greater proportion of non-executive directors and 

independent directors. Independent directors must be 
encouraged to participate robustly in governance and 

oversight. 
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