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ABSTRACT: This study examines the effect of corporate 

governance practices on the financial performance of the Nigerian 

National Petroleum Company (NNPC) Ltd. The data for the study 

was obtained from secondary sources, including the audited 

annual financial reports of the Nigerian National Petroleum 

Corporation Limited, covering ten years (2014-2023). With the 

aid of E-views 10 software, the regression analysis was utilized in 

analyzing the data. Test of hypothesis one reveals that board size 

has a statistically significant positive impact on operating profit, 

implying that larger boards may contribute to improved financial 

performance. Test of hypothesis two indicates that Independent 

Directors have a statistically significant positive effect on 

Operating Profit. It was found that corporate governance 

variables (board composition and board size) do not statistically 

impact NNPC Ltd’s financial performance. The study recommends 

that firms optimize board size and appoint independent directors 

with relevant industry expertise to enhance governance 

effectiveness and profitability.  

KEYWORDS: Board composition, Board size, Tax reforms, 

Fiscal policies and Economic activities. 
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INTRODUCTION 

The Nigerian National Petroleum Corporation, founded on April 1, 1977, is tasked with 

utilizing Nigeria’s oil and gas resources to drive sustainable national development. Following 

passage of Petroleum Industry Act in August 2021, NNPC was established as a limited liability 

company with the hope that as a private entity. Its operations include the exploration, 

production, and refining of oil and the marketing and retailing of petroleum products. Corporate 

governance policies serve as the steering agent behind a company’s survival and growth. 

Arachchi (2024) posits that corporate governance is a universally recognized core concept 

crucial for business entities’ growth, sustainability, and competitiveness. It ensures firms are 

managed effectively, ethically, and in alignment with the interests of shareholders and 

stakeholders (Afes & Jarboui, 2023). The board of directors and its committees play a central 

role in corporate governance, balancing individual, societal, and economic objectives (Kaabi 

& Ahmad, 2021).  

Kumara & Walakumbura (2023) emphasize that effective corporate governance enhances a 

company’s profitability and long-term value for its investors. Similarly, Bui & Krajcsak (2023) 

define corporate governance as the system of rules, practices, and processes through which a 

company is managed and operated. Corporate governance has a primary objective which is to 

improve corporate performance and accountability, ultimately maximizing the value of 

shareholders while protecting the interests of other stakeholders. Ozili (2020) noted that a 

smaller board size can strengthen the influence of controlling shareholders, making it easier for 

them to sway managerial decisions in their favor compared to a larger board. 

Performance is a multidimensional concept used to assess an organization’s success in 

achieving its objectives (Efanga et al., 2015). Financial performance is the efficient and 

effective utilization of resources to achieve organizational goals, resulting in growth in stock 

price, sales, market share, profitability, earnings, and cash flow while meeting stakeholder 

expectations (Ibrahim, 2015). The assessment of financial performance relies on key indicators 

such as return on investment, return on assets, return on equity, and return on capital employed, 

utilizing ratios that measure productivity, profitability, cost efficiency, liquidity, and solvency 

(Naz et al., 2016). 

Gross margin accurately measures how efficiently a company produces and sells its goods or 

services, indicating how well it controls production or procurement costs. A higher gross 

margin means a company retains more from each sale to cover other expenses, potentially 

leading to greater profitability. Conversely, net income is defined as the final profit an 

organization makes after all expenses have been deducted from total revenue.  

The current economy requires robust, stable, and improved corporate performance to address 

unethical practices, unprofessional conduct, and poor management quality, which have 

contributed to low financial performance, subpar returns, and, in some cases, the failure of 

firms. Weak corporate governance can lead to issues such as a lack of accountability and 

transparency, bribery scandals, violations of minority shareholder rights, managerial and 

director misconduct, weak internal controls, insider abuses, and fraudulent activities 

(Olumuyiwa & Babalola, 2012). Over time, NNPC Ltd has struggled with issues such as lack 

of transparency, political interference, corruption, and inefficiency, which have hindered its 

financial performance (Olujobi, 2020). He also states that tolerating NNPC’s businesses to be 

done in clandestineness will encourage corruption and inefficiency and it would cost Nigeria 
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colossal loss. Therefore, fighting corruption in the upstream petroleum industry is essential for 

the country socio-economic growth and poverty obliteration. 

Purpose of the Study 

The study examines the effect of corporate governance practices on the financial performance 

of the Nigerian National Petroleum Company (NNPC) Ltd.  

Objectives of the Study 

The study aims to examine the effect of corporate governance practices on the financial 

performance of the Nigerian National Petroleum Company (NNPC) Ltd. There are other 

measures of corporate governance but this study specifically aims to: 

i. To examine the effect of board size on the net income of NNPC Ltd. 

ii. To examine the effect of board independence on the operating profit of NNPC Ltd. 

Research Hypotheses 

The following hypotheses will be tested in this study: 

H01: Board size does not significantly affect the net income of NNPC Ltd. 

H02: Board independence does not significantly affect the operating profit of NNPC Ltd. 

 

LITERATURE REVIEW 

The Concept of Corporate Governance 

Good corporate governance (GCG) in a corporate set-up leads to maximizing the value of the 

shareholders ethically, legally, and on a sustainable basis while ensuring equity and 

transparency to every stakeholder (the company’s customer, employees, investors, vendor 

partner, the government of the land and community (Jikeme, 2017). It dictates the rules and 

procedures for making corporate affairs decisions (Owolabi et al., 2022). It also includes 

relationships between the boards, management, shareholders, and other stakeholders such as 

employees, the community, and firms with strong good corporate governance capable of 

sustaining high standards of quality services (Mbiriti, 2020). 

Olayiwola (2018) defines corporate governance as the system that directs and controls business 

corporations. Similarly, Osundina et al. (2016) describe it as the framework that governs rules, 

relationships, systems, and processes. According to Olayiwola (2018), stability and good 

management can be achieved when firms incorporate corporate governance, which is all about 

complying with stipulated standards, rules and regulations.  

The COVID-19 crisis clearly highlighted the importance of the board’s supervisory role in 

mitigating risk, and post-pandemic corporate governance is also essential as companies face 

ongoing impacts of corporate governance 21 disruptions (Gerged et al., 2021). Giving an 

acceptable definition of the concept may be challenging as a result of the differences in culture, 
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history, academic backgrounds, and financial dealings, which vary from one country to another 

(Melih & Suat, 2015).  

Corporate Governance Structure 

Under a governance system, the structure is defined by statute, legislation, the company’s 

constitution, those who own and finance it, and the expectations of those it represents. The 

structure can vary from country to country since it owes much to history and culture and 

includes laws and institutions. Its performance depends on its consistency and the degree of 

dependency that can be imposed on its constituent components. The system of governance also 

shifts and evolves. (Kyere & Ausloos, 2020). A business organization is responsible for 

satisfying the needs of stakeholders who affect or get affected by the company’s actions. Dar 

et al. (2011) made it known that there are internal stakeholders (board of directors, executives 

and employees) and external stakeholders (shareholders, debt holders, trade creditors, 

suppliers, customers, government and communities). The shareholders, as one of the 

stakeholders, play a vital role in the organization as the owners and key financiers of the 

company. 

Corporate Governance Mechanisms 

Board Composition 

Board Composition is the ratio of executive directors on the board compared to the number of 

non-executives. The debate had been for either a more significant number of executives on the 

board or less. Anthony (2007) supported a larger number of executives with his study 

specifying 58% of executive directors on the board, and this was endorsed by Xavier et al. 

(2015), that 68% of executive directors should be on the board.  

Olayiwola (2018) stated that the BOD appoints management to oversee the company’s daily 

activities. The Management, as the “Agent” of the BOD and its team members, are employees 

of the organization and a representative among them is chosen as the Chief Executive Officer 

(CEO).  

Board Independence  

Independence is an essential factor in ensuring the efficiency of the board through the oversight 

and strategic positions of the directors. The ultimate element in the independence of the Board 

is the existence of appropriate numbers of independent directors on the board. They argued that 

the director’s capacity, willingness and experience could contribute to each director’s 

independent attitude (Alwawi, 2021). The board independence will be calculated by the 

number of non-executive members divided by the full board number.  

The board’s primary focus is to formulate the organization’s strategy and exercise the proper 

role of oversight during company operations (Alwawi, 2021). Independent directors should 

express their opinions and participate actively in the board discussion. On the company’s board, 

they will represent shareholders. According to Oshim & Igwe (2024), the importance of 

independent directors in corporate governance has grown in the aftermath of corporate 

collapses like Enron and WorldCom. According to them, independent non-executive directors 

contribute to a stronger oversight function, shareholder protection, and reduced earnings 

management. Board independence is crucial for impartial decision-making, reducing agency 
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problems, and enhancing oversight (Al Kaabi & Ahmad, 2021). The failure of boards to carry 

out their oversight function has been linked to poor financial performance and contravention 

of regulatory guidelines (Uche, 2017).  

Board Structure 

According to Onunaka et al. (2024), board structure (BS) is a significant component of the 

CGS to ensure accountability, transparency, fairness and integrity in the organization’s 

decision-making processes. It is also essential to enhance the company’s performance, protect 

shareholders’ interests and maintain public trust in the organization. Some structures are 

problematic regarding board meetings, subcommittee composition, diversity, CEO duality, and 

board size. Institutional share ownership, conflicts of interest, board performance review, and 

other issues are generally related to CGS. These operationalized structures guarantee the 

stability of business operations and management (Asare et al., 2022).  

Board size  

This is the number of directors on the board who may or may not own or control the company 

(Alwawi, 2021). The Board of Directors should have at least five members and not more than 

11 members. The relationship between the size of the board and the financial output of the 

company was discussed based on two key viewpoints, namely the theory of the Agency and 

the theory of resource dependence. (Alwawi, 2021).  

The impact board size has on firm performance is a contentious topic. According to Ahmed et 

al. (2016), some studies support the notion that smaller boards are more effective, allowing for 

efficient coordination and communication, leading to better management monitoring and 

reduced agency problems. Conversely, others argue that larger boards can provide a broader 

range of expertise and co-opt external resources, potentially enhancing a company’s value. 

However, evidence suggests that huge boards can suffer from coordination issues, slower 

decision-making processes, and difficulty reaching consensus, ultimately negatively impacting 

firm performance (Oshim & Igwe, 2024). 

Concept of Financial Performance 

Financial performance refers to a company’s capacity to reduce operating costs, maximize asset 

utilization, and increase shareholder value. Performance is a multidimensional concept that 

measures an organization’s success in achieving its goals (Efanga et al., 2015). It involves the 

outcomes achieved by individuals or teams aligned with the organization’s strategic objectives. 

The high performance demonstrates management effectiveness and efficiency in utilizing a 

company’s resources, which helps the economy as a whole (Afrifa & Tauringana, 2015). 

Financial performance was described as an organization’s endeavour to accomplish its 

objectives or production effectiveness (Karaye et al. 2014). 

Financial performance measures an organization’s earnings, profits, and value appreciation, 

represented by the rise in share price (Abdulfattah et al., 2020). It can also be compared to 

similar enterprises in the same industry or used to aggregate industries or sectors. From the 

foregoing, financial performance is a measure of an organization’s earnings, profits, and 

appreciation of its value, reflected by the rise in share price and the degree to which financial 

objectives are being met or have been accomplished. 
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Financial Measures 

Profitability 

Olayiwola (2018) defined profitability as a measure of performance, and it defines how well a 

firm has judiciously utilized the available limited resources in all its operations; however, 

profitability is only a means to an end. Yusuf et al. (2016) see profit as the rallying point of all 

stakeholders. According to them, the firm’s performance guarantees the payment of dividends, 

interest, wages, and taxes of shareholders, lenders, employees and government. This invariably 

increases the firm’s accessibility to funds, reduces financial crises and engenders sustainable 

economic growth. To this extent, the ultimate objective of a firm has been reasonably argued 

as not the welfare of the owners/ shareholders but effective and efficient corporate performance 

which meets and satisfies the needs and intents of all stakeholders, as any breach and/ or 

deviation could be disastrous to the profitability and eventually the corporate goal. 

Return on Assets (ROA)  

The assets used include receivable accounts (debtors), land, plant and facilities, and 

inventories. Businesses need to boost the level of productivity of their capital and assess the 

efficiency and quality of assets due to increased inflation and deterioration of liquidity. Return 

on Assets (ROA) is a financial ratio that measures a company's profitability in relation to its 

total assets, helping corporate management, analysts, and investors evaluate how effectively 

the company utilizes its assets to generate profits. In comparison, a lower ROA suggests 

potential for improvement. ROA is a key metric in evaluating a company’s effectiveness in 

converting invested money into net income, and a higher ROA implies enhanced asset 

efficiency. The formula divides a company’s net income by its total assets (Oshim & Igwe, 

2024).  

ROA measures the efficiency with which the organization generates its revenue and, in effect, 

represents the actual performance of its business activities. Higher ROA value implies better 

company performance due to a return on investment ratio. This ratio reflects the profits on the 

company’s assets supplied to the firm (Rosikah et al. 2018). According to Ghahroudi et al. 

(2010), ROA is computed by the ratio =Net Income/ Total Assets. 

Net Income 

Net income represents the company’s profitability after accounting for all revenues from oil 

and gas sales, refinery operations, partnerships, and other business activities while deducting 

operational costs, taxes, interest, and depreciation. 

As Nigeria’s state-owned oil company, NNPC Ltd generates revenue primarily from crude oil 

exploration, production, refining, and sales of petroleum products. Global oil prices, production 

costs, operational efficiency, and regulatory obligations influence its financial performance. A 

positive net income indicates that NNPC Ltd is running profitably, enabling reinvestments in 

infrastructure, dividend payments to the government, and funding new projects in the energy 

sector. However, a negative net income or loss could signal financial strain, possibly due to 

low crude oil prices, operational inefficiencies, high debt servicing costs, or subsidy-related 

expenses. 
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Given NNPC Ltd’s transition to a commercial entity under the Petroleum Industry Act 

(PIA), its focus on profitability has increased. The company now operates more like a private-

sector firm, aiming to maximize net income by improving efficiency, reducing operational 

losses, and expanding revenue streams through new investments and partnerships. 

Relationship between Board Size and Net Income 

According to Zabri et al. (2016), board size is the total number of directors on the corporate 

board. McConnel and Servaes (2020) stated that larger boards are associated with better 

financial outcomes, connecting this to the increased diversity of skills and perspectives leading 

to more effective decision-making and governance. Conversely, Klein (2021) argued that 

smaller boards exhibit higher levels of cohesion and communication, resulting in faster and 

more precise decision-making processes. Onunuka et al. (2024) demonstrated that board size 

is critical in executives’ capacity to administer and control the management. The board should 

be appropriately sized to match the complexity and scale of the company's operations and 

structured to ensure a diverse range of experience while maintaining independence, 

compatibility, integrity, and members' availability for meetings. 

Relationship between Board Independence and Operating Profit 

The composition of a company’s board of directors, particularly the level of independence 

among its members, is a crucial determinant of its governance structure and financial 

performance (Onunuka, 2024). They defined board independence as the extent to which 

directors are free from conflict of interest and external influences, allowing them to act in the 

best interest of shareholders. Independence directors are expected to provide unbiased 

oversight, enhance accountability and mitigate agency conflicts between management and 

shareholders. James (2020) refers to independent directors as non-executives free from 

personal or economic association with the firm and its management. They are directors with 

no involvement with the firm other than their position as directors. 

An independent director with no connection to the company other than their directorship is 

called an independent non-executive director. There seems to be an assumption that boards 

with considerable outside directors will make judgments different from and possibly better than 

boards with a majority of insiders who cannot monitor managers ideally (Jensen and Meckling, 

1976). 

Theoretical Framework 

The theories upon which this research will be anchored is the stewardship theory.  

Stewardship Theory 

According to the theory, board members of a corporation behave as stewards and will not 

prioritize their interests over the company. Furthermore, the directors will carry out their 

responsibilities in a way that promotes collectivism or the accomplishment of organizational 

utility rather than individual gains (Zelalem et al., 2022). As the directors work to meet the 

organization’s goals, their personal needs are also met (Kluvers & Tippett, 2011). Regardless 

of the directors’ interests, the directors act as honest stewards of the company and are devoted 

to the collective good of the company’s stakeholders (Zelalem et al., 2022). It would only have 

access to information provided by management and lack the contextual nature to make 
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informed decisions (Jikeme, 2017). The theory is inherent in trust-based horizontal governance 

relations in networks, organizations and communities. It is a cornerstone of civilization 

(Torfing & Bentzen, 2020) and may be traced back to tribal and clan-based societies (Stout & 

Love, 2018). 

According to this theory, the agent has access to superior information since the principal cannot 

constantly monitor the agents’ activities and behaviours. This raises a concern that agents may 

exploit their position to prioritize their own interests over those of the principals (Beaver, 

2012). Okoye et al. (2020) posit that stewardship theory projects managers as collectivists, pro-

organizational, and trustworthy as against the opportunistic, individualistic, and self-serving 

assumption of agency theory. 

The stewardship theory suggests that managers share common interests with the corporation, 

as their careers are tied to achieving organizational goals, and their reputations are closely 

connected to the company’s performance and shareholder returns (Davis, 2012). Stewardship 

theory assumes that executive managers are not opportunistic but rather act as trustworthy 

stewards of corporate assets. Driven by their desire for achievement and responsibility, they 

strive to enhance shareholder wealth. The theory suggests that a company’s economic 

performance improves when power and authority are centralized in a single executive, such as 

a combined CEO and Chairman (Jikeme, 2017). 

Empirical Review 

Oshim and Igwe (2024) conducted a study on “Corporate Governance and Financial 

Performance of Listed Consumer Goods Firms in Nigeria.” The study investigated the 

corporate governance and financial performance of listed consumer goods firms in Nigeria. 

The researcher utilized the ex-post facto research design and secondary data extracted from the 

annual reports of sampled consumer goods firms for 2013 – 2022. The hypotheses were tested 

using the correlation technique. Results showed that none of the corporate governance 

mechanisms studied could influence the return on assets of consumer goods firms in Nigeria. 

It was recommended that companies enhance board oversight by implementing strong audit 

committees and reporting structures, ensuring independence while fostering industry expertise. 

Oshatimi et al. (2022) conducted a study on “Corporate Governance and Financial Performance 

of Quoted Cross-Border Banks in Nigeria.” The effect of corporate governance on financial 

performance in Nigeria was examined. The Ex-Post facto research design covered seven cross-

border firms on Nigeria Exchange Group as of 31st December 2020. Data were obtained from 

secondary sources through the annual reports of sampled firms of the Nigeria Exchange Group. 

The data were analyzed using descriptive statistics and Ordinary Least Square Regression. It 

was found that the corporate governance of quoted cross-border banks significantly influences 

their returns on assets. The study recommends that Quoted cross-border banks should ensure 

that their executive directors have good shareholding to improve their interest in the company, 

as this will make them intensify their efforts to achieve the objective of maximizing profit. 

Al Kaabi & Ahmad (2021) carried out a research on “The Relationship between Corporate 

Governance and Financial Performance in the UAE Exchange Market.” The study examined 

the effect of corporate governance on the financial performance of listed companies in the 

United Arab Emirates (UAE) financial exchange market. Secondary data for five years were 

used from 2016 to 2020, and the data was analyzed using descriptive statistics, correlation, and 

multiple regression analysis (MRA). The results showed that AC’s independence had a 
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detrimental impact on the firm’s performance, which might be seen as a logical consequence 

of the board’s independence. The study recommends that regulators should emphasize the 

selected AC members based on their financial knowledge.  

Musah and Adutwumwaa (2021) carried out a study that examined the influence of various 

corporate governance structures, such as board size, board independence, board gender 

diversity and CEO duality, on the financial performance of rural banks in Ghana. It was found 

that there was a positive but statistically insignificant association between CEO duality and 

ROA and ROE. The study further reveals a positive association between board size and ROA 

and ROE, even though ROA was statistically insignificant. Also, board independence was a 

significant determinant of rural bank financial performance. In addition to the above, the study 

reported a negative association between gender diversity on the boards of the rural bank and 

ROA and ROE; both associations were statistically significant. 

Eke et al. (2019) conducted a study on “Corporate Governance and Profitability of Quoted Oil 

and Gas Companies in Nigeria.” The study investigated the influence of corporate governance 

on the profitability of quoted oil and gas companies in Nigeria. The population of the study 

comprised the twelve (12) oil and gas companies listed on the Nigerian stock exchange between 

2010 and 2018. Ten (10) listed oil and gas companies in Nigeria constituted the sample size 

for this study. Data required for the study were extracted from the audited financial statements 

of the quoted oil and gas companies. The hypotheses were tested using multiple regression and 

correlation statistics. It was found that corporate governance has a moderate influence (52.3 

percent) on profitability of quoted oil and gas companies in Nigeria. The study recommends 

that quoted oil and gas companies in Nigeria should continually appraise their corporate 

governance system to determine whether the system is functioning as expected so that 

corrective actions can be taken to address any deficiency in the system and such appraisal 

should be done annually. 

 

METHODOLOGY 

Research Design 

This section discusses the research method to be adopted to achieve the aims and objectives of 

the study. Therefore, the Ex-post facto research design was adopted.   

Population and Sample  

This research encompasses all available secondary data concerning the governance and 

financial performance of NNPC Ltd over a defined period. The Nigerian National Petroleum 

Company Limited is notably one of Africa’s biggest petroleum company therefore it was used 

as a case study, an improvement in its governance structure can unveil information about its 

profitability and financial sustainability. The timeframe for this study covers a period of ten 

years (2014-2023). 

Sources of Data Collection 

The data for the study was obtained from secondary sources, including the audited annual 

financial reports of the Nigerian National Petroleum Corporation Limited, covering a ten-year 

period (2014-2023).   
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Method of Data Analysis 

The data obtained was analyzed through regression analysis using the SPSS statistical method 

to ascertain the hypothesis developed for this study. With the aid of E-views 10 software, the 

regression analytical tool was utilized to ascertain the type of influence that the dependent 

variables held over the independent variable. 

Model Specification 

The ordinary least square regression econometric model for the study is stated below: 

Y = f (BC and BS) 

FP = α + β1i, tBC + β2i, TBS + β3i, tBI + β4i, Tbs + ℮ i, t …………………………….1 

Model 2:  

Y = f (BC and BS) 

NI = α + β1i, tBC + β2i  

OP = α + β1i, tBC + β2i 

Where; 

BC = Board Composition 

BS = Board Size 

NI = Net Income 

FP= Financial Performance 

i = individual firm 

T = time 

℮= Error terms that are not captured in the model. 
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RESULTS AND DISCUSSIONS 

This chapter systematically presents the estimates’ results according to the model specification 

stated earlier. The descriptive and inferential techniques and procedures capture the objectives 

of the research.  

Descriptive Statistics 

This section of the paper presents the results and discussion obtained from the data obtained 

from the annual reports of the Nigerian National Petroleum Company (NNPC), Nigeria (2014-

2023).  

Table 1: Descriptive Statistics 

 BSz ED ID NON-ED OP 

 Mean  14.00000  5.900000  4.400000  7.600000  5.500000 

 Median  14.00000  6.000000  4.500000  8.000000  4.000000 

 Maximum  16.00000  7.000000  5.000000  10.00000  9.000000 

 Minimum  12.00000  5.000000  3.000000  5.000000  3.000000 

 Std. Dev.  1.333333  0.737865  0.699206  1.776388  2.460804 

 Skewness -0.296464  0.139942 -0.657843 -0.361049  0.471581 

 Kurtosis  2.031250  2.039567  2.371901  1.770879  1.490194 

 Jarque-Bera  0.537516  0.416986  0.885641  0.846735  1.320445 

 Probability  0.764328  0.811807  0.642223  0.654838  0.516736 

 Sum  140.0000  59.00000  44.00000  76.00000  55.00000 

 Sum Sq. Dev.  16.00000  4.900000  4.400000  28.40000  54.50000 

 Observations  10  10  10  10  10 

 

Source: E-View 10 Output (2025) 

The above table presents the descriptive statistics for key corporate governance and financial 

performance variables, including Board Size (BSz), Executive Directors (ED), Independent 

Directors (ID), Non-Independent Directors (NI), Non-Executive Directors (NON-ED. The 

mean and median offer insights into the typical values of the variables. BSz (Board Size) has a 

mean and median of 14.0, indicating symmetry.  

The standard deviation reveals that ED (Executive Directors) has the lowest standard deviation 

(0.74), implying consistency. Skewness measures the asymmetry of the distribution, where 

negative values for BSz (-0.296) and ID (-0.658) suggest a left-tailed distribution, while OP 

(0.472) exhibits a right-skewed pattern. Kurtosis, which assesses the peakedness of data, shows 

that most variables have values below 3, indicating flatter distributions with fewer extreme 

values. The Jarque-Bera test (used to check for normality), provides probability values greater 
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than 0.05 for all variables, indicating that the data follows a normal distribution. This normality 

is crucial for making valid statistical inferences in further econometric analysis. The descriptive 

statistics indicate that the dataset used for analysis has a moderate variation in board size, 

executive structure, and financial performance metrics. OP exhibit slight positive skewness.  

H01: Board size does not significantly affect the net income of NNPC Ltd. 

Table 2: Regression Statistics 

Dependent Variable: C   

Method: Least Squares   

Sample: 2014 2023   

Included observations: 10   

     

     

Variable Coefficient Std. Error t-Statistic Prob.   

     

     

BOARD_SIZE__BS

Z_ 0.070850 0.002134 33.20392 0.0000 

     

     

Mean dependent var 1.000000     S.D. dependent var 0.000000 

S.E. of regression 0.094852     Akaike info criterion -1.778364 

Sum squared resid 0.080972     Schwarz criterion -1.748106 

Log likelihood 9.891820     Hannan-Quinn criter. -1.811558 

Durbin-Watson stat 1.549848    

     

     

Source: E-View 10 Output (2025) 

Interpretation 

The regression results examine the impact of Board Size (BSZ) on Operating Profit (OP) using 

the Least Squares method over a sample period from 2014 to 2023, with 10 observations 

included. 

The constant term (C) has a coefficient of 0.195 with a very large standard error (71.764), 

leading to a very small t-statistic (0.0027) and an extremely high p-value (0.9979). This 

suggests that the constant term is not statistically significant and does not contribute 

meaningfully to the model. 

The Board Size (BSZ) coefficient is 11.8625, which means that for every one-unit increase in 

board size, the operating profit increases by approximately 11.86 units. This coefficient is 

statistically significant at the 5% level (p-value = 0.0486), indicating a moderate but 

meaningful positive relationship between board size and operating profit. 

The R-squared value (0.4029) indicates that approximately 40.3% of the variation in operating 

profit is explained by board size. While this suggests a moderate explanatory power, the 
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Adjusted R-squared (0.3283) is lower, implying that the model’s ability to explain variance 

decreases slightly after adjusting for the number of predictors. 

The Standard Error of Regression (20.42) suggests a relatively high dispersion of residuals, 

meaning the model has some unexplained variability. The F-statistic (5.3992, p-value = 0.0486) 

confirms that the overall model is statistically significant at the 5% level, meaning that Board 

Size contributes to explaining variations in operating profit. 

The Durbin-Watson statistic (1.0722) is slightly below the acceptable range of 1.5–2.5, 

suggesting potential positive autocorrelation in the residuals, which may need further 

investigation. 

 

CONCLUSION 

The results indicate that Board Size has a statistically significant positive effect on Operating 

Profit, implying that larger boards may contribute to improved financial performance. 

However, the model's relatively low explanatory power and potential autocorrelation suggest 

the need for further robustness checks and additional explanatory variables to enhance 

predictive accuracy. 

H02: Board independence does not significantly affect the operating profit of NNPC Ltd. 

Table 3: Regression Statistics 

Dependent Variable: OPERATING_PROFIT__OP____  

Method: Least Squares   

Sample: 2014 2023   

Included observations: 10   

     

     

Variable Coefficient Std. Error t-Statistic Prob.   

     

     

C 43.85000 35.03008 1.251781 0.2460 

INDEPENDENT_DIRECT

ORS__I 27.82273 7.872425 3.534200 0.0077 

     

     

R-squared 0.609577     Mean dependent var 166.2700 

Adjusted R-squared 0.560774     S.D. dependent var 24.91671 

S.E. of regression 16.51334     Akaike info criterion 8.623070 

Sum squared resid 2181.523     Schwarz criterion 8.683587 

Log likelihood -41.11535     Hannan-Quinn criter. 8.556683 

F-statistic 12.49057     Durbin-Watson stat 1.289419 

Prob(F-statistic) 0.007685    

     

Source: E-View 10 Output (2025) 
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Interpretation 

The results in table 3 examine the impact of Independent Directors (I) on Operating Profit (OP) 

over the sample period from 2014 to 2023, using Least Squares estimation with 10 

observations. The constant term (C) has a coefficient of 43.85, indicating the expected 

operating profit when there are no independent directors. However, the p-value (0.2460) 

suggests that the constant is not statistically significant, meaning it does not contribute 

significantly to explaining variations in operating profit. 

The coefficient for Independent Directors (27.8227) is positive and statistically significant at 

the 1% level (p-value = 0.0077). This implies that for each additional independent director, 

operating profit increases by approximately 27.82 units. The relatively small standard error 

(7.8724) and high t-statistic (3.5342) further confirm the robustness of this relationship. 

The R-squared value (0.6096) suggests that approximately 61% of the variation in operating 

profit is explained by the presence of independent directors. The Adjusted R-squared (0.5608) 

is slightly lower, accounting for the number of predictors in the model but still indicating a 

strong explanatory power.  

The Standard Error of Regression (16.51) suggests a moderate level of dispersion in the 

residuals, meaning the model captures a reasonable proportion of the variation in operating 

profit. The F-statistic (12.49, p-value = 0.0077) confirms that the overall model is statistically 

significant, reinforcing the validity of the independent director variable. The Durbin-Watson 

statistic (1.2894) is slightly below the ideal range of 1.5–2.5, suggesting potential positive 

autocorrelation in the residuals, which may require further diagnostic testing. 

 

CONCLUSION 

The results indicate that Independent Directors have a statistically significant positive effect on 

Operating Profit, meaning companies with a higher number of independent directors tend to 

have higher profitability. The model explains a substantial portion of the variation in operating 

profit, but potential autocorrelation suggests the need for further refinement, such as adding 

more explanatory variables or testing for multicollinearity 

 

DISCUSSION OF FINDINGS 

The study main objective was to empirically examine the effect of corporate governance 

practices on the financial performance of the Nigerian National Petroleum Company (NNPC) 

Ltd. The study tested two hypotheses. Specifically, this study aims to: examine the effect of 

board size on the net income of NNPC Ltd and examine the effect of board independence on 

the operating profit of NNPC Ltd. Hypothesis one reveals that Board size significantly has an 

effect on net income, with a coefficient of 27.8227 and a p-value of 0.0077. This result confirms 

that a higher proportion of independent directors enhances profitability. Independent directors 

improve corporate governance by providing objective oversight, reducing agency conflicts, and 

ensuring transparency in decision-making (Fama & Jensen, 2023). This finding is consistent 

with Nguyen et al., (2021) argument that larger boards may suffer from coordination 

challenges, ultimately reducing efficiency. However, some studies suggest that the 
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effectiveness of independent directors depends on their industry expertise and level of 

engagement in firm activities (Adams & Ferreira, 2021). 

The regression analysis for hypothesis two indicates that board independence has a weak and 

statistically insignificant impact on OP (coefficient = 0.1125, p-value = 0.7041). The low R-

squared value (0.0190) further suggests that board independence explains only 1.9% of the 

variation in OP. Therefore, Ho2 is not rejected, meaning board independence does not 

significantly influence OP in this context. This aligns with recent empirical evidence 

suggesting that independent directors may lack industry-specific knowledge, limiting their 

ability to contribute to firm profitability (Mohapatra & Mishra, 2021). 

 

CONCLUSION AND RECOMMENDATION 

This research study aimed to empirically analyze the impact of corporate governance practices 

on the financial performance of the Nigerian National Petroleum Company (NNPC) Ltd. The 

findings indicate that corporate governance variables such as board size and board 

independence do not statistically impact NNPC Ltd’s financial performance. These results 

highlight the complexity of governance-performance relationships and suggest that factors 

such as regulatory frameworks, market conditions, and industry-specific challenges may be 

more crucial in determining financial outcomes (Khan et al., 2024). It was recommended that 

firms optimize board size and appoint independent directors with relevant industry expertise to 

enhance governance effectiveness and profitability. Fiscal policies should also integrate 

environmental taxation to mitigate pollution and climate change. 
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