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Abstract

This study investigates the influence of gender diversity on the financial performance of
quoted deposit money banks in Nigeria. Adopting an ex post facto research design, the
study employed a panel data methodology to analyse the relationship between board
diversity and return on assets (ROA) over a ten-year period (2012-2021). Guided by a
positivist philosophy and deductive reasoning, the research utilised a quantitative approach
and purposive sampling, selecting thirteen banks listed on the Nigerian Stock Exchange
(NGX) with consistent data records. Secondary data were sourced from annual reports, the
Central Bank of Nigeria, and the Nigerian Deposit Insurance Corporation, while
supplementary data were collected through stakeholder questionnaires. Panel regression
models—including Fixed Effects, Pooled Mean Group (PMG), and Dynamic
Autoregressive Distributed Lag (ARDL)—were used to assess both short- and long-run
effects, while stationarity tests ensured the robustness of the model. The findings reveal a
mean board diversity value of 17.688%, with significant variation across banks. A positive
correlation (r = 0.269, p = 0.000) was observed between board diversity and ROA,
suggesting that diverse boards are generally associated with better performance. However,
ARDL results showed that while the short-run coefficient (0.050, p = 0.072) approached
statistical significance, the long-run coefficient (0.013, p = 0.334) was not significant.
These results imply that the positive effects of board diversity may be more immediate and
less enduring. The study concludes that while gender diversity contributes to improved
short-term financial outcomes, its long-term impact is more nuanced and context-
dependent, highlighting the need for strategically tailored board composition.
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Introduction

The issue of corporate governance gained significant global attention in the aftermath of the
2007-2008 global financial crisis (GFC), which exposed deep-rooted governance failures
in several major corporations. Organisations such as Enron, HIH Insurance, Freddie Mac,
Lehman Brothers, and WorldCom were at the centre of high-profile collapses, triggering an
urgent call for stricter oversight and transparency in financial operations. The lack of
effective corporate governance was identified as one of the primary factors that intensified
the crisis, highlighting that financial statements alone may not reliably reflect a company's
true financial health. This global trend of governance-related corporate failures did not
spare developing economies, with Nigeria witnessing several collapses in its banking sector
due to poor governance structures. In the past two decades, Nigeria’s financial sector has
experienced the demise of several banks including Liberty Bank Plc, Fortune International
Bank Nigeria Plc, Gulf Bank Nigeria Plc, and Societe Generale Bank, among others. The
Nigerian banking sector has been repeatedly challenged by a lack of transparency, insider
dealings, financial misreporting, and general inefficiencies rooted in weak governance
frameworks. In response to the crises, the Nigerian government established the Asset
Management Corporation of Nigeria (AMCON), which took over non-performing assets
totalling over ¥5.4 trillion (approximately $12.8 billion), recapitalised distressed banks,
and transferred ownership to new investors. Despite these interventions, the sector
continues to grapple with governance misalignments and systemic inefficiencies.

One emerging approach to strengthening corporate governance and improving financial
outcomes is the promotion of gender diversity on corporate boards. As part of a broader
call for diversity and inclusion, there is growing interest in the role of female board
representation in shaping financial performance and enhancing institutional integrity.
Studies on gender diversity provide compelling evidence that the inclusion of women in
leadership roles brings about measurable improvements in governance practices and
organisational outcomes. For instance, the work of Eni-Egwu, James, and Ezeilo (2022)
found that gender diversity had a significant positive effect on the financial performance of
Nigerian banks, while variables such as board size and audit committee independence
showed a negative association. These findings align with those of Okoyeuzu et al. (2021),
who also highlighted gender diversity as a positive determinant of bank performance.
Furthermore, Dey and Bhattacharjee (2019), using the CAMELS framework, found similar
results in Bangladesh, where gender diversity contributed positively to bank performance.
This body of evidence suggests that gender diversity transcends regional contexts and may
be universally beneficial in improving financial performance.

In contrast, Ayodeji and Okunade (2019) offered differing insights. Their research in
Nigeria and Canada showed a significant positive relationship between audit committee
independence and bank profitability in both countries, although the effect was marginal in
Canada. They suggested that increased independence within audit committees could
improve governance outcomes, but results may vary depending on the broader structural
and cultural environment in each country. Beyond board independence and audit
committees, the interplay between corporate governance, capital structure, and financial
performance has also been explored. Bawuah (2024) analysed 100 firms across seven Sub-
Saharan African countries, revealing that gender diversity, among other governance
features such as institutional ownership and frequency of board meetings, significantly
moderated the relationship between capital structure and firm performance. This
moderation was especially strong in firms with gender-diverse boards and institutional
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ownership, showing that diversity could positively influence financial decision-making and
outcomes.
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Delving further into gender diversity, Adeabah, Gyeke-Dako, and Andoh (2018) examined
the optimal board composition for bank efficiency in Ghana. Their panel data analysis of 21
banks revealed that having two women on a nine-member board optimised efficiency,
whereas any deviation from this balance led to diminishing returns. Similarly, Horak and
Cui (2017), using financial indicators such as return on equity (ROE), asset growth, and
sales growth, concluded that gender-diverse boards performed significantly better,
particularly in growth metrics. In the Nigerian context, Chijoke-Mgbame, Boateng, and
Mgbame (2020) also affirmed that the presence and proportion of women in leadership
positions positively influenced firm performance. Their study of 77 firms through panel
data regression underscored that gender diversity, particularly on audit committees and
boards, could act as a catalyst for stronger governance and financial robustness. These
findings were supported by Okoyeuzu et al. (2021), further cementing the importance of
gender diversity within Nigeria’s banking sector.

Globally, scholars such as Nicolo et al. (2022) and Albitar et al. (2020) have established
links between board gender diversity and enhanced corporate governance, particularly in
the context of environmental, social, and governance (ESG) initiatives. Their findings
indicate that gender-diverse boards not only promote transparency and ESG disclosures but
also contribute positively to financial performance. These outcomes are rooted in the ability
of diverse boards to consider a broader array of perspectives, leading to more informed and
strategic decision-making. Similarly, Zhu et al. (2022) found that board gender diversity
fosters innovation, creativity, and productivity. These qualities enhance both social equity
and corporate governance by ensuring that strategic decisions are inclusive and well-
rounded. Research conducted in different cultural and regional contexts, such as Fernando
et al. (2020) in the United States and Duppati et al. (2020) in Singapore and India, further
reinforces the cross-border relevance of gender diversity as a performance-enhancing
factor.

The strategic importance of gender diversity is also reflected in its moderating role in
curbing earnings management. Mensah and Boachie (2023) analysed 676 observations
from 52 firms across nine Sub-Saharan African countries and found that gender diversity
significantly influenced the relationship between corporate governance mechanisms and
earnings management practices. Their findings suggest that female board members enhance
the effectiveness of governance structures in mitigating unethical financial reporting,
especially in contexts where conventional mechanisms may fail to deliver desired
outcomes. Adding further depth to the discourse, Buchdadi et al. (2023) applied the critical
mass theory to evaluate the influence of female executives on bank performance in
Indonesia. Their analysis showed that while general female representation on boards did
not yield significant financial effects, the presence of female CEOs did positively influence
ROA and ROE. The authors attributed this to women’s greater risk aversion, which led to
more cautious but ultimately more profitable decisions. This finding emphasises the
nuanced nature of gender diversity’s impact and underscores the need to consider
leadership positions individually rather than in aggregate.

Taken together, the above evidence strongly supports the assertion that gender diversity
plays a critical role in enhancing financial performance in the banking sector, particularly
in emerging economies like Nigeria. It has become evident that the presence of women in
governance structures introduces new perspectives, curbs excesses, reduces financial
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manipulation, and improves sustainability. These outcomes are particularly relevant for
Nigeria, where the banking sector continues to face significant governance challenges. To
capitalise on the benefits of gender diversity, regulators, policymakers, and corporate
stakeholders in Nigeria must institutionalise inclusive board practices and strive for a
balanced representation of genders in leadership roles. Doing so will not only strengthen
governance and mitigate risk but also contribute positively to financial performance and
organisational sustainability in an increasingly competitive financial environment. The
main objective of the study is to assess the influence of gender diversity on financial
performance of quoted banks in Nigeria.
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Methods

The study adopted an ex post facto research design using panel data methodology, which
was appropriate since the events and variables under investigation had already occurred.
This design enabled the researcher to examine cause-and-effect relationships without
manipulating the independent variables, making it suitable for assessing the impact of
gender diversity, which was already present in historical data. A positivist research
philosophy guided the study, and a deductive approach was employed to test hypotheses
derived from existing theories using empirical data. The methodology aligned with a
quantitative research approach, relying on objective, observable, and measurable data to
draw conclusions. The study utilised purposive sampling, selecting Nigerian deposit money
banks that met specific inclusion criteria, such as being listed on the Nigerian Stock
Exchange (NGX) and having consistent operational data between 2012 and 2021. Out of a
population of thirty-three banks, thirteen were sampled based on their relevance to the
study of gender diversity in corporate governance.

Data were obtained secondarily from annual financial statements, as well as from
regulatory bodies like the Central Bank of Nigeria and the Nigerian Deposit Insurance
Corporation. Additionally, questionnaires were administered to relevant stakeholders to
gather supplementary information pertinent to the research objectives. In analysing the
data, descriptive statistics were used to summarise and describe the characteristics of the
variables, while panel regression techniques—including Fixed Effects, Pooled Mean Group
(PMG), and Dynamic Autoregressive Distributed Lag (ARDL) models—were applied to
explore the relationship between gender diversity and financial performance. Panel
stationarity tests, such as Pesaran and Shin, were conducted to verify the order of
integration and ensure the robustness of the results. This methodological approach provided
a rigorous and comprehensive framework for understanding how gender diversity
influenced organisational outcomes over the specified time period.

Results

Table 1: Comprehensive Statistics for Key Variables related to Bank Performance

VARIABLE MEAN STD. DEV. OBSERVATION
Overall 17.688 12.159 N =209
BODV Between 6.008 n=11
Within 10.718 T=19
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Board diversity, with a mean value of 17.688%, reflects the extent to which a Bank's board
includes members from diverse backgrounds. Diversity in board composition can enhance
decision-making and innovation, potentially leading to better bank performance. The
standard deviation values (12.159 overall, 6.008 between banks, and 10.718 within banks)
indicate significant differences in diversity practices across Banks, which may explain
variations in ROA. Economic theories on diversity suggest that diverse boards can reduce
groupthink and lead to better risk management and strategic decisions, positively impacting
ROA.

Table 2: Levin, Lin, and Chu Unit Root Test of at Level

Lag Only Lag and Trend
Variable

t-stat p-value t-stat p-value
BODV 0.1393 0.5554 -0.5451 0.2928

Note: * significance at 10%; ** significance at 5%; *** significance at 1%

Reviewing Table 2, the result reveal that BODV does not exhibit stationarity in either
specification, with high p-values of 0.5554 ('Lag Only') and 0.2928 ('Lag and Trend'),
indicating a lack of stationarity.

Table 3: Levin, Lin, and Chu Unit Root Test of at First Difference

Lag Only Lag and Trend
Variable

t-stat p-value t-stat p-value
BODV -4.993 0.000 -4.850 0.000

Note: * significance at 10%; ** significance at 5%; *** significance at 1%

Table 3, which shows the results of the Unit Root Test at the first difference, highlights a
significant shift in stationarity for the BODV. After employing first differencing, BODV
consistently exhibit extremely low p-values (0.00) across both 'Lag Only' and 'Lag and
Trend' specifications. This transformation indicates a robust achievement of stationarity
through the first differencing technique.

Table 4: Hausman Specification Test Results

Parameter estimate DFE PMG Difference Std.

BODV 0.028 0.013 0.015 0.043

chi2(4)=5.89
Prob > chi2 = 0.2078
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Discussion

A crucial component of corporate governance is board diversity (BODV), which has an
impact on the board's overall efficacy, strategic direction, and decision-making process..
The mean board diversity across the banks in the study is 17.688, with a standard deviation
of 12.159, indicating significant variability in board diversity among the banks. The
positive correlation between BODV and ROA (0.269, with a p-value of 0.000) suggests that
more women on the boards are generally associated with better financial performance,
which could be due to the diverse perspectives and expertise that a larger board can bring.

The long-run coefficient for BODV (0.013, p = 0.334) is positive but not statistically
significant, according to the ARDL model results. suggesting that while board diversity
may contribute to better performance, its impact might be less pronounced when
controlling for other governance factors. The short-run coefficient is slightly higher (0.050,
p = 0.072), indicating that the immediate benefits of having more women on the board
might be more noticeable in the short term. These results imply that while board diversity is
an important factor in bank performance, its effect may diminish over time as other factors
come into play.

Overall, board diversity has a positive but nuanced impact on financial success., with larger
boards potentially offering short-term advantages in terms of decision-making and strategic
oversight. However, the long-term impact appears to be more modest, suggesting that the
optimal board diversity might depend on the specific context and needs of each bank. These
findings highlight the importance of tailoring board composition to the strategic objectives
and operational realities of the bank to maximize its contribution to financial performance.

Conclusion

The study concluded that board diversity (BODV) plays a positive yet nuanced role in the
financial performance of deposit money banks in Nigeria. While the descriptive statistics
revealed notable variability in board diversity across the banks, the inferential analysis
showed that BODV had a positive correlation with return on assets (ROA), suggesting that
banks with more diverse boards tended to perform better. However, while the short-run
impact of board diversity was more pronounced and nearly statistically significant, the
long-run effect appeared weaker and statistically insignificant. This indicates that the
benefits of board diversity may be more evident in the immediate term, possibly due to
improved decision-making and oversight, but may not sustain as strongly over time when
other governance dynamics are factored in. These results underscore the importance of
contextualising board diversity within the broader framework of strategic and governance
practices unique to each institution.

Recommendations

1. Banks should develop and implement recruitment policies that promote gender and
professional diversity on their boards. This will enhance the pool of ideas, improve
decision-making, and potentially lead to better short-term performance outcomes.

2. To maximise the impact of a diverse board, banks should provide ongoing training that
helps board members understand and leverage their differences constructively. This
can mitigate initial integration challenges and extend the short-term performance
benefits into the long term.

3. Bank management should periodically review the composition of their boards to ensure
that it aligns with their evolving strategic objectives. Rather than aiming for diversity
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as a token measure, it should be tailored to meet specific organisational needs,
especially in areas such as risk management, innovation, and stakeholder engagement.
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