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ABSTRACT

This study examined the effect of board of director’s skills on profitability of deposit money banks in
Nigeria. Specifically, the study examined the relationship between managerial skills and return on
investment. Evaluate the relationship between accounting skills and return on investment. Examine the
relationship between marketing skills and return on investment and determine the relationship between
legal skills and return on investment. The study adopted the Ex-post facto research design. The population
of this study consists of the whole 15 listed deposit money banks in Nigerian as at 31st December, 2024.
The study used 13 deposit money banks out of the total population as the sample size. The study used
secondary data. Secondary data used were collected from the annual reports of the sampled deposit
money banks for a period of 10 years from 2013 to 2024. The Ordinary Least Square Regression model
was developed to test the relationship between the dependent and independent variables. It was operated
using Eview version 10. The findings shows that management skills have a significant positive
relationship, accounting skills shows no significant positive relationship, marketing skills shows
significant negative relationship and legal skills shows significant positive relationship with return on
investment at 0.05 level of significance. The results of the Ordinary Least Square Regression revealed
that, Board Skills affects the profitability of deposit money banks in Nigeria, the study recommends that,
there should improve managerial human capital, Engage more accounting professionals in the boardroom,
Utilize strategic marketing rather than broad-based marketing and Engage more legal luminaries in the
board room. This study concludes that the board of directors’ skills affects firm profitability in the
banking sector.
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INTRODUCTION

The board of directors is the supreme decision-making organ within an organization. It plays an important
role in approving major firm strategic and financial decisions such as mergers and acquisitions, capital
structure, dividend policy and monitoring the CEO performance (Bokime , Enefiok & Hope, (2025).
Boards also act as an intermediary between owners and management. Board skill is a measure of the
proportion of board members with qualifications or experience (Badu, 2020).The existence of an effective
board of directors is important for the proper functioning of the firm and in enhancing firm value (Hassan
&Miller, 2017). Therefore, every publicly listed company in Nigeria is expected to be headed by an
effective and skilled board to offer strategic guidance, lead and control the company and be accountable
to its shareholders. The board is composed of executive and non-executive directors with diverse skills or
expertise in order to ensure that no individual dominates their decision-making process.
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There is much evidence that the board of directors' skills as organizational tools are recognized as the
main driver of a firm’s success, but there is little understanding of how these skills help the organizational
planning and development of strategies. Numerous studies (Okolie, Ukoh & Nduokafor, 2024)
acknowledged that board of directors skills are a source of competitive advantage. So, improper use of the
skill could lead to poor corporate governance which can be costly to the company and even to society as a
whole.The formation of a corporation needs to be directed and controlled by appointed people called the
Board of Directors (BOD). The BOD is a group of people appointed by shareholders, whose main
responsibility is to protect the firm assets and manage the company’s performance (Kennon, 2011).

The BODs play a very important role in a corporation’s decision-making process and their decisions
could affect the survival and direction of the company. This board is burdened with a huge responsibility
for the whole economy because “a small leak will sink a big ship” (Radlach. 2018), the presence of
expertise in Accounting, law, marketing and management in corporate entities affects firm performance.
It follows that the professional skills of the board members are very important for decision making which
consequently affects firm performance. Mohamud (2017), suggested that formal education allows
individuals to gain knowledge and skills, and earn credentials valued by others in the business community
while Carcello (2006) noted that repetition to exposure and the extensive effects of experience increases
the knowledge and skills of experts, this is essential to practice good corporate governance (CG).
Practicing good CG is an effective tool to help the firm to achieve better performance; this enhances the
increase in the return on investment of the shareholders. ROI (Return on Investment) is a concept of
performance in any form of investment. For shareholders, the ultimate goal of the company is expressed
in ROI. ROl is an indicator that shows to which extent a specific business produces gain from the use of
capital. It shows the extent to which the amount invested in a particular action returns as profit or loss.
Thus, it enables efficient assessment of an amount invested or, in other words, ROI allows measuring the
result in relation to the means used to obtain it. ROl is calculated as the ratio between the operating profit
obtained after the action of investment and the total amount invested (or the total investment costs)
(Mariana, Marinela, & Luiza, 2016). In the study by Zona and Zattoni (2007), titled ‘Beyond the black
box of demography: board processes and task effectiveness ‘using a cross-sectional sample of Italian
firms. The study finds that with regards to board networking performance, use of knowledge and skills
there is a positive influence on board task performance, whereas they found only weak support for the
hypothesized positive. They indicated that the higher the use of knowledge and skills, the higher the level
of board service, monitoring and networking. This by extension hasa positive effect on firm profitability
(or ROI). Based on this, there is a need to evaluate the effect of the board of directors’ skills on firm
profitability.

Statement of the Problem

The multiple cases of institutional failure across the globe in recent times have brought the attention of
stakeholders to the makeup of corporate governance. The consequences of ineffective governance
systems have severally led to corporate failures which not only affect the shareholders but also, the
employees, suppliers, consumers and nations as a whole. This ineffective corporate governance can be
attributable to the absence of some skills among the Board of Directors, these skills are highly needed to
monitor the management performance and reduce agency problems.

Masud, Bae, Manzanares, and Kim(2019), studied board directors’ expertise and corporate corruption
disclosure: The moderating role of politics, the results of a multiple regression analysis indicated that
accounting experts, legal experts, political connections and corporate media visibility each have a positive
and significant influence on corporate corruption disclosure.

Wahid (2012), highlighted the unfortunate consequence that resulted from the corporate scandals that
stormed the United States which led to the collapse of Enron, WorldCom, Dot-Com Bubble, Tyco and
Xerox together with the subsequent liquidation of HIH insurance in Australia in the year 200land
Parmalatin Italy which is known as the biggest bankruptcy in Europe with estimated loss to talling $20
billion among others.
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Dalwai (2015), observe that a lack of knowledge and skill on the part of the board caused the collapse of
Enron and WorldCom. Empirical evidence (Al-Janadi, 2018), suggests that one key determinant of board
monitoring of the financial statement process is accounting skill. For instance, Assenga (2018), observes
the importance of having directors with accounting knowledge on the firm board. In a similar agency
theoretical context some studies, for example, Aguilera (2015), observe that having board members with
accounting experts can help to improve the financial reporting process. In sum, the empirical evidence
reveals that directors serving on a corporate board must have accounting skill and legal skills. The
absence of this may affect the ability to monitor management, and hence increase the level of agency
conflict.

Specifically in Nigerian organizations such as Cadbury (Nig.) Plc. Afribank Plc, Lever brothers (Nig.)
Plc. and Oceanic Bank in Nigeria in 2009 among others necessitated the need for further investigation of
the skills of directors need on the firm board. These series of corporate disasters are ascribed to the failure
on the part of the inefficiency of corporate governance to mitigate the effective utilization of
organizational resources and increase the value of firms. It is against this backdrop that the Nigerian
corporate world has taken steps to align its corporate governance mechanism with international best
practices by following the IFRSs framework to strengthen stakeholder confidence (Gonzalez, 2014). The
collapse of these multinational companies in most cases is traceable to the board of directors’ skills and
abilities (Olaoti, 2016). Many practitioners have clamored for this corporate board's skills and abilities
before they are appointed.

Considering several studies done outside and inside Nigeria, few studies were done in most developed
countries and also few related studies were carried out in developing countries but no study was done in
Nigeria on the board skills and firm profitability. Despite all studies, few studies were on board attributes
and board diversity other than board skills and this creates a big gap that needs to be filled. Therefore,
this study intended to look inside the box on what happens in the board decision-making process and also
establish the effect of board skills on firm profitability. This suggests that the board supplements top
management with vital advice and counsel. There is a need to change board composition as the
environment of the firm changes (Boeker & Goodstein, 1991; Lang & Lockhart, 1990).

Review of Related Literature
Conceptual Framework
Managerial Skills
According to Corporate Finance Institute (2022), managerial skills can be defined as certain attributes or
abilities that an executive should possess in order to fulfil specific tasks in an organization. They include
the capacity to perform executive duties in an organization while avoiding crisis situations and promptly
solving problems when they occur. The business literature acknowledged the importance of management
skills as an important construct for a firm’s performance (Shaikh et al., 2017; Wijaya & Irianto, 2018).
The resource-based view (RBV) of the firm by Wernerfelt, (2014) also considers managerial skills as the
bedrock of the firm’s better performance and competitive advantage. The theoretical arguments are that
resources that are valuable, rare, inimitable, and non-substitutable (VRIN), drive the firm’s comparative
advantage. Managerial skills can be one such resource for the firm to drive its growth and sustainable
process.
Managerial skills can be developed through learning and practical experience as a manager. The skills
help the manager to relate with their fellow co-workers and know how to deal well with their
subordinates, which allows for the easy flow of activities in the organization. Good managerial skills are
vital for any organization to succeed and achieve its goals and objectives. A manager who fosters good
managerial skills is able to propel the company’s mission and vision or business goals forward with fewer
hurdles and objections from internal and external sources. According to Singh (2008), management and
leadership skills are often used interchangeably as they both involve planning, decision-making, problem-
solving, communication, delegation, and time management. Good managers are almost always good
leaders as well. In addition to leading, a critical role of a manager is to also ensure that all parts of the
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organization are functioning cohesively. Without such integration, several issues can arise and failure is
bound to happen. Management skills are crucial for various positions and at different levels of a company,
from top leadership to intermediate supervisors to first-level managers.
Accounting Skills
According to Masud, Bae, Manzanares, and Kim (2019), accounting skills help the board oversee the
accounting systems, ensure transparency regarding financial reporting and the accountability of financial
statements and prevent internal control by the firm. As an expert on accounting and auditing, an
accountant on the board helps to monitor the management’s capacity and capability regarding financial
decisions, while also providing experience-based opinions regarding the firm’s financial statements.
Moreover, accounting experts play the role of an arbitrator between internal and external auditors,
reducing the number of agency conflicts within the firm. The presence of accounting experts on the board
has also received regulatory and institutional attention around the world. The ability to understand the
statement of financial performance, statement of financial position and statement of cash flow of an
organization is needed in the board of directors.
Shareholders must lookout for it before appointing the board of directors. It helps the directors progress in
their careers and whenever decisions are to be taken based on the financial information. Understanding
the relationship between knowledge of personal financial issues and corresponding financial behaviour is
increasingly recognized as an area of critical financial importance. Chen and Volpe (2018) established a
link between financial knowledge and financial decisions, though it was tenuous at best as the decisions
were purely hypothetical.
A common response to this lack of accounting knowledge is the prescription of education (Scott, 2010),
with the general assumption that improved knowledge, will result in more effective financial decision-
making.
Some evidence indicates that the relationship between knowledge and behaviour is more complicated as
improved knowledge does not automatically result in improved behaviour (Braunstein & Welch, 2012).
Perry and Morris, (2015) suggested that psychological factors, such as locus of control, may mediate the
impact of financial knowledge on behaviour. The present data suggest that financial knowledge is
important, but questions remain as to the exact nature of knowledge’s impact on overall financial well-
being. Theoretically, knowledge of how financial markets operate should result in individuals making
more effective borrowing decisions (Liebermann & Flint-Goor, 2016). This is generally supported by the
available literature as numerous studies indicated that well-developed financial skills are necessary for
effective money management (Carswell, 2009; Collins, 2007; Haynes-Bordas, Kiss, & Yilmazer, 2009;
Scott, 2010).
Marketing Skills
It has become apparent that marketing is crucial for the enhancement of business (Adamson &Sigalla,
2013). The phrase enhancement of business refers to the improvement of businesses, which may not
necessarily bring forth anticipated profits to organizations. However, there seems to be confusion on the
extent to which marketing helps organizations to improve profitability, which is assumed the result in
improved business. The quest for profitability that is contributed by marketing and more precise
marketing strategies needs diversified research in both modern and inferior economies, yes the developed
and underdeveloped economies.
Marketing used to be a very creative role, partly because there was very little hard information about
customers or the effect of marketing campaigns. Now, however, with much marketing, research and
buying activity being online, there is an increasingly large amount of data about customers. Marketing
activity can be tied much more readily to revenue, and marketing has become a much more scientific
endeavour.
According to the Chartered Institute of Marketing; Marketing is the management process for identifying,
anticipating and satisfying customers’ requirements profitably. In other words, marketing, at its simplest,
is a business activity that involves being able to sell products or services to customers, at a profit.
Marketing is, however, far more than just advertising or selling. The mention of ‘customer requirements’
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is crucial: marketing is about understanding what customers want and supplying it. Customers are at
the core of marketing. You cannot sell anything to anyone unless they want it. If marketing is about
satisfying customer needs, then first you must understand those needs. This means being able to identify
customers’ problems, sometimes before they do, and find a way of addressing those needs and problems
through the products and services that you provide. This requires the use of two skill areas:
communication skills and analytical skills.
Communication skills are essential for listening to customers, sales staff, and others who know your
customers personally. It is important to hear what people do not say, as well as what they do: sometimes
business problems may be hard to acknowledge.
Analytical skills may be required for both quantitative and qualitative information (that is, information
that involves numbers, and more text-based or image-based information). These skills will enable you to
dig deeper into the information available and generate insights from it that will help you to market more
effectively.
Schiffman and Kanuk (1994), talk about the marketing concept which they insist is about a company
determining accurately the needs and wants of specific target markets, and delivering the desired
satisfactions better than the competition. They also say that a marketer should make what they can sell,
instead of trying to sell what it has made. Lamb(2007),say marketing is about anticipating and satisfying
consumer needs employing mutually beneficial exchange processes and doing so profitably and more
effectively than competitors by means of efficient managerial processes. Marketing therefore can be said
to be about exchanges, conversations and interventions to improve the quality of goods and services as
well as to obtain some benefits. If one can argue that this is true, therefore, marketing possibilities extend
to both a seller of a product and or service as well as the buyer of the product or service. The question one
can then ask in this instance is whether a role is played by the buyer of a service or product.
Legal Skills
Board members come to the board with different backgrounds and different sets of skills. One type of
skill that is especially pertinent to legal-sensitive disclosure policy is legal skill (Wen, 2008). Legal skills
on the board are associated with strong anti-corruption and transparent accounting mechanisms within the
organization (Masud, Bae, Manzanares, & Kim, 2019). Lawyers play a critical role in controlling
corruption within a corporation, by explaining the legal repercussions of any corporate action and thus,
serving as a “gatekeeper” (Ferguson, 2017). According to Ferguson. (2017), “Lawyers may act as
compliance officers or ethics officers by creating, enforcing and reviewing their client’s compliance
program”.Any withholding of information or misrepresentation is associated with considerable legal risk,
therefore directors with legal skills, who understand legal liabilities and the public effects of corporate
behaviours, are thus associated with less information withholding or misrepresentation, leading to higher
information quality (Wen, 2008).
Lawyers are considered highly competent, professional people whose legal background enables them to
effectively deal with sensitive political and social information, such as corruption, CSR and
environmental performance (De Villiers, Naiker, & Van Staden, 2011; Harris, and Valihura, 2017).The
role of these lawyers is to support their firms or clients by formulating and exercising due diligence
mechanisms regarding corruption control and prevention (Masud, Bae, Manzanares, and Kim, 2019).A
report by Arnold and Porter (2013) on the lawyer’s role in the fight against corruption vividly stated that a
lawyer’s professionalism can help enhance the anti-corruption movement around the world.
Return on Investment
According to Mariana Zamfir Marinela Daniela Manea and Luiza lonescu (2016), the investment decision
is a strategic decision and it is an integral part of the general policy of the company. Investments are
means to secure the company’s development in the medium and long term. The term investments have
been defined by many authors over time. Note that investments are considered “resources deployed in the
hope of achieving benefits during a long period of time” or money or other resources expended in the
hope that in the future they will bring higher amounts of money or other benefits will occur (Mieila,
2019).ROI (Return on Investment) is a concept of performance in any form of investment. For
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shareholders, the ultimate goal of the company is expressed in ROI. ROl is an indicator that shows to
which extent a specific business produces gain from the use of capital. It shows the extent to which the
amount invested in a particular action returns as profit or loss. Thus, it enables efficient assessment of an
amount invested or, in other words, ROI allows measuring the result in relation to the means used to
obtain it.

ROl is calculated as the ratio between operating profit obtained after the action of investment and the total
amount invested (or the total investment costs). The result is a percentage of the relation obtained
multiplied by 100. ROI is used by investors to select an investment project of several possible. As well it
can be used after the completion of the investment, to measure its profitability. ROl is an indicator
frequently used in performance analysis and decision-making. (Mariana, Marinela & Luiza, 2016).

Independent Variables Dependent Variable

Management SKill

I

l
Accounting Skill

| Return on Investment
Marketing Skill

S¢
Legal Skill

Theoretical Framework
Agency Theory
This is also known as the Principal-Agent theory; it was first introduced by Alchian and Demsetz in 1972
and subsequently refined by Jensen and Meckling. It has its roots in law, accounting, economics, and
finance (2016). The interaction between the principals, such as shareholders, and the agents, such as firm
executives and managers, is described as the agency hypothesis (Drury, 2021). The interaction between
the principals, such as shareholders, and the agents, such as firm executives and managers, is described as
the agency hypothesis (Drury, 2021). In banks, the shareholders or members are the principals, and the
managers or governing boards are the agents. Both the managers and the board committee members are
accountable for making sure the bank's activities are properly managed to increase shareholder returns,
make the best use of members' deposits, and reduce any risks that may result from their actions. In this
theory, shareholders who are the owners of the bank, hire the agents who are the managers to carry out
the work of credit management on their behalf (Drury, 2021).
The principal-agent theory explains the conflict of interest that exists between the shareholders, hereby
referred to as the principals, and the managers and debt holders, here referred to as the agents (Jensen &
Meckling, 2016), because a principal-agent relationship is a contract that the principal engages the agent
to perform some duties on their behalf, agency conflict may arise when the agents in executing the duties
of the principal are affected by their welfare interest which impairs them from acting at the best interest of
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the principal. Agency conflict in commercial banks is largely attributed to moral hazard, earnings
retention, risk aversion and time horizon and if not controlled, may arise in poor loan performance
(Balungi, 2018). Given that a principal-agent relationship is a contract under which the principal appoints
the agent to carry out specific tasks on their behalf, agency conflict may develop when the agents' welfare
interests interfere with their ability to carry out the principal's instructions in the best interest of the
principal. At commercial banks, moral hazard, earning retention, risk aversion, and time horizon are the
main causes of agency conflict in commercial banks. If agency conflict is not managed, it may lead to
subpar loan performance (Balungi, 2018). Therefore, commercial banks must implement effective
governance structures that provide balanced performance incentives for their managers. To manage credit
risks properly, bank managers need to be fairly compensated, trained, and driven by the shareholders.

The capital, which is the capital structure made up of equity and debt, is invested by the shareholders (or
principals) of the banks. On the other hand, bank managers (agents) create credit risk management plans
to enhance loan performance and boost investment returns (Orichom & Omeke, 2020).Critics of agency
theory and its applications to credit risk management issues focus on issues such as erroneous
assumptions about managers' motivations and actions; ineffective recommendations deduced from the
theory; and questionable legal interpretations of credit risk management made on its basis (Segrestin &
Hatchuel, 2011). The presumptions used in the modeling of distinct agency connections serve as the key
determinants of the agency theory's application boundaries. Simple assumptions about the nature of
interactions between individuals do not account for all the intricacies of human behaviour. Simple
assumptions are useful for mathematical modelling but are unrealistic when describing human behaviour
(Kultys, 2016).

Resource Based Theory

The evolution of the resource-based view originates from Penrose’s Pioneering idea presented in the
1950s in her book ‘The Theory of the Growth of a firm” where a firm is described as a pool of resources
that should be organized into its best uses to create grounds for firm success, (Penrose, 1995). The RBV is
based on the fact that tangible and intangible resources and the capability to coordinate those assets or
inputs of production in a strategically successful way (Helfat & Peteraf 2003) from the grounds for
competitiveness in the dynamic business environment (Brown & Blackmon, 2005). The role of company
managers is crucial to firm-level competitiveness since their perceptions of the environmental
circumstances dictate the selection of resources (Fahy, 2002) to be exploited, developed and protected
(Dierick & Cool, 1989). In addition, in structuring the firm-level resource portfolio, managers should also
be able to make that one of how the firm can compete favourably and achieve competitive advantage is to
deploy its unique assets. Those one-of-a-kind assets are exclusive to the company and cannot be
replicated. It is believed that the company has some distinguishing characteristics that offer it a
competitive advantage.

Empirical Review

Bokime , Enefiok and Hope, (2025) investigated the impact of Board composition on the profitability
of commercial banks in Nigeria. It adopted Ex-post facto research design comprising of data obtained
from secondary sources. This data were obtained from the audited annual report of 13 out of 14
commercial banks quoted on the Nigerian Exchange Group between the life span of 2013-2022.
Regression analysis was used to analyse the data collected for the study and the study revealed and
concluded that Board composition has a positive and insignificant impact on the profitability of
commercial banks in Nigeria (= 0.003, p-value = 0.326) hence it recommends that commercial banks
should carefully monitor all fundamentals that indicate profitability issues, and not merely focus on firm
attributes; since the firm’s attributes do not completely isolate firms from profitability threats. It also
recommends that commercial banks should equally compose their board based on proficiency and skill
requirements, among others rather than size.

Okolie, Ukoh and Nduokafor, (2024) examined the effect of board expertise on financial performance
of ten sampled commercial banks in Nigeria from 2013 to 2022. The regressor is board expertise
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measured by accounting expertise, managerial expertise, and legal expertise. The study included both firm
size and financial leverage into the model as control variables. Data for the study were drawn from the
annual reports of the sampled commercial banks within the reviewed periods. Meanwhile, the panel
regression approaches was adopted since the variables exhibited both time series and cross sectional
characteristics. The Hausman test confirmed that, the Random effect model is the most efficient model for
the study. Further, accounting expertise, managerial expertise, and legal expertise exerted positive
significant effect on sampled commercial banks in Nigeria. The paper concludes that, accounting,
managerial and legal expertise is major positive predictors of the financial performance (cum ROI) of
sampled commercial banks within the reviewed periods. The paper submits that, directors with
accounting and legal background should be given more opportunities to become members of the board
room considering the instrumental roles they play in the Nigerian banking industry. Lastly, those at the
management cadre should be given more opportunity to up-skill since managerial expertise serve as one
of the most critical factors which influences the performance of the sampled commercial banks in a
positive light.
Israr and Shuhymee (2021) studied the effect of managerial skills on the performance of small- and
medium-sized enterprises. The study investigates the mediating effect of strategic planning on the
relationship between managerial skills and the performance of small- and medium-sized enterprises
(SMEs) in Punjab, Pakistan. The stratified proportionate probability sample method was used to select the
265 SMEs. The study applied a structural equation model (SEM) to analyze the proposed research
hypotheses by using PLS-SEM. This research examines the direct and indirect effects of strategic
planning on the performance of SMEs using the SEM test. The results indicate the positive effect of
managerial skills on SMEs’ performance and also suggested that strategic planning mediates the
relationship between managerial skills and SMEs’ performance. In addition, the role of managerial skills
in the usage of the company’s resources is highly influential through strategic planning. Strategic
planning has been found to impact significantly and positively on the relationship between managerial
skills and the performance of SMEs in Punjab, Pakistan. The findings suggested that, in devising
appropriate strategies for SMEs, the effect of managerial skills on the utilization of the firm’s resources
can be more effective to the firm’s performance. In short, the utilization of a firm’s resources through
proper planning is essential for the sustainability of SMEs.
Badu (2020),Studied Board Composition and Firm Performance, this study uses panel data of 137 firms
listed on stock exchanges in Ghana and Nigeria over a period of seven years. System Generalized Method
of Moments, Baron and Kenny, (1986) approach and Sobel test were adopted as estimation techniques for
the study. The study reveals that board independence, skills and gender diversity are positively and
statistically related to firm performance. The result of the study reveals that board size, skills and
independence are positively related to board monitoring intensity. The study further reveals that the
relationship between board independence and board skills and firm performance is mediated by board
monitoring intensity. However, board monitoring intensity partially mediates the relationship between
board size and firm performance.
Akinwole and Ajide (2020), studied Board Characteristics and Firm’s Financial Performance in Nigeria,
the study examined the effect of board size and its independence on the performance of listed entities in
Nigeria. It further determined the effect of board diligence and board diversity on the performance of
guoted firms in Nigeria. The study covered ten years (2009-2018) and made use of secondary data
sourced from published annual reports and accounts of 35 purposively selected listed companies on the
Nigerian Stock Exchange (NSE). The Pooled Ordinary Least Square (OLS) and generalized least square
method of regression techniques were employed in analyzing the data obtained. Findings from the study
revealed that a significant negative relationship exists between earnings per share and board size and
between earnings per share and board diligence but no significant relationship exists between earnings per
share and board independence. The study concluded that board size and board diligence have an impact
on the performance of quoted companies in Nigeria, while board independence and gender diversity do
not affect the performance of quoted firms in Nigeria. It was recommended small board size of diverse
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educational backgrounds and wide experiences of members, and regular meetings to discuss matters that
concern the performance of firms.
Farhan, Tabash, AlMagqtari and Yahya (2020), studied Board composition and firms’ profitability. The
study analysis is based on 82 companies, covering ten years, from 2008 to 2017. The least squares
regression model is used for analyzing the data. One accounting-based measure (return on assets, ROA)
and one marketing-based measure (Tobin Q) are used as proxies for firms’ profitability. Leverage, firms’
size and age are used as control variables. The findings reveal that the board of directors’ composition as
measured by the percentage of independent board members negatively and significantly affects the firm’s
profitability measured by ROA. On the other hand, the board of directors’ composition positively and
significantly affects profitability measured by Tobin Q. Furthermore, firms’ size and age positively and
significantly impact profitability. This topic is largely neglected by researchers of Indian origin at home
and abroad. The present study provides insight for pharmaceutical companies to consider the high level of
professionalism of their board members. Greater board independence could bring more expertise,
improving profitability. Accordingly, the current research has implications for board members of
pharmaceutical companies, especially government-owned ones.
Bonface, Malenya and Musiega (2019) evaluate the ‘Effect of Managerial Expertise on Organizational
Performance of Investment Banks in Kenya: Acase Study of Old Mutual Acquisition of Faulu Kenya
Micro-Enterprise’. The research study incorporated the use of descriptive research design and the
population of the study comprised 287 staff and bank management of Old Mutual and top management of
the 80 outlets of Faulu Kenya micro-finance. The study adopted a stratified random sampling approach to
select a sample of 286 and a researcher-administered questionnaire was used to facilitate the acquisition
of primary data. The study also adopted multiple correlation and chi-squire in data analysis concerning
relationships between the variables. Statistical package for social sciences (SPSS) software was used to
analyze the data. Findings revealed a statistically significant positive relationship between managerial
expertise and the performance of investment banks in Kenya(r=0.702; p=0.05)
Yameen, Farhan and Tabash (2019), examined the impact of the board of directors’ composition on
firms’ profitability, focusing on the Indian hotel industry. Panel data analysis of 39 hospitality firms
covering the period 2014 to 2016 revealed that the board of directors’ composition negatively influences
the profitability of Indian hotels.
Masud, Bae, Manzanares, and Kim (2019), studied board directors’ expertise and corporate corruption
disclosure: The moderating role of political connections; This study investigates the relationship between
the presence of external experts on a board and CCD, as well as the moderating effect of political
connections, on the positive role of legal experts in CCD. The study combines agency, resource
dependence and stakeholder theories to show how resourceful directors on the board can promote
corruption disclosure. Using data on listed firms in the Bangladeshi financial sector, the study analyzes
247 firm-year observations from 2012 to 2016. The results of a multiple regression analysis indicate that
accounting experts, legal experts, political connections and corporate media visibility each have a positive
and significant influence on CCD. Moreover, the moderating effect of political connections on the
relationship between legal experts and CCD is negative and significant due to their higher political
influences. The study has significant implications for corporate governance and policies concerning the
development of the economy while reducing corruption
Simiyu and Ombaba. (2018), examine if board processes affect the firm performance of state-owned
sugar companies in Kenya. Exploring the role of using knowledge and skills, this study looked at the
effect of the use of knowledge and skills on the financial performance of state-owned sugar companies in
Kenya. The study was guided by the resource dependence theory. The study employed a descriptive
survey design that used both quantitative and qualitative approaches. The target population was all 38
board members of state-owned sugar companies in Kenya. The study used both primary and secondary
data. The primary data was collected using questionnaires while secondary data was collected using the
data collection schedule. Data were analyzed using both descriptive and inferential statistics. Descriptive
statistics included frequencies, mean, variances and standard deviation while inferential statistics included
47



Orjinta et al. ..... Int. J. Innovative Finance and Econs Res. 14(1):39-54, 2026

Pearson’s product moment of correlation and multiple regression analysis. Tables and figures were used
to present the analysis output. Inferential statistical regression and correlation were done to establish the
effect of board governance processes on the financial performance of state-owned sugar companies in
Kenya. The findings of the study established that the use of knowledge and skills positively and
significantly affects financial performance (B=.280; p<0.05). The results of the study are of great
significance to policy-making and practice, since it will help to develop, policies for the firms to use to
enhance corporate governance and therefore financial performance. The study will also be of help in
theory and literature by providing updated empirical literature regarding board processes from the
developing countries perspective on the sugar industry in particular. Lastly, the study will form a basis for
further studies on corporate governance more so on board processes in future Makhlouf, Laili, Basah and
Ramli (2017), Also studied the board of directors’ effectiveness and firm performance: evidence from
Jordan; The study used a panel data approach over a period of five years from 2009 to 2013, with a
sample of 120 non-financial firms listed on Amman Stock Exchange, these firms represents around 56%
of Jordanian listed firms. In terms of the effect of the board of directors on firm performance, five
characteristics of the board of directors are identified: board of directors’ independence, the board size,
board meetings, leadership structure and board of directors' ownership. The firm performance was
assessed by (ROA) as an accounting-based performance measure and Tobin’s Q (TQ) as a market-based
indicator. The findings indicate that the independence of the board of directors and the board of directors'
ownership has a positive impact on firm performance. The results also find that the smaller board size
enhances the firm performance. Further analysis shows that the findings fail to reveal any significant
impact of the frequency of board meetings and leadership structure on firm performance. The study
contributes to the literature on board of directors' effectiveness and firm performance in developing
countries, especially in Jordan. This study provides useful information that is of great value to
policymakers, academics and other stakeholders.

Jasson, and Govender. (2017), also studied measuring return on investment (ROI) and risk in training — a
business training model, they emphasize the need to seek development and enhance their human capital as
one of the sources of sustainable competitive advantage. Smart investment in scarce and critical skills
development by means of training is expected to enhance human capital, however, the challenge lies with
the uncertainty of whether the return on these investments are measured and whether training risks are
managed by businesses. Evidence suggests that less than 10% of what is learned in training courses is
applied effectively back at work to enhance performance and business results. This conceptual paper
presents a business model to measure the return on investment (ROI) and risks of training. The proposed
model adapts and builds on the Kirkpatrick-Phillips training evaluation model, adding a sixth, risk
evaluation step and specifying measurement factors for each step. The message of the article is that
although the evaluation of trainee satisfaction, learning, application, impact and ROI is imperative and
must be measured; ignoring the measurement of risk factors such as learning barriers and challenges may
jeopardize the ability of leaders and managers to predicting how investments in human capital
development will impact business results.

Fuzi, Abdul and Julizaerma (2016), studied Board Independence and Firm Performance, The board of
directors is a collective body that should act in the best interest of shareholders. The board requires a
combination of executive and non-executive directors to pursue the sharcholders’ interests. The non-
executive directors on the board will not be able to exercise their duties effectively unless they are
independent of management and ensure they provide unbiased business judgment. Independent directors
are the person entrusted by shareholders to represent them and will help to reduce agency problems.
Further, the Code of Corporate Governance and regulators recommend the composition of board members
should be balanced and consist of independent directors. However, mere compliance with the
recommendations is not enough if the independent directors fail to exercise their functions effectively. A
study has been carried out in a few countries by examining board independence and firm performance.
The results showed a mixed association between the proportions of independent directors and firm
performance. Although the companies comprise the highest number of independent directors, it would not
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assure to enhance firm performance. Thus, the existence of independent directors on the board should be
monitored in order to bring positive shareholder values.

Gap in Literature

Considering several studies done outside and inside Nigeria, few studies were done in most developed
countries and also few related studies were carried out in developing countries but no study was done in
Nigeria on the board skills and firm profitability. Despite all studies, few studies were on board attributes
and board diversity other than board skills and this creates a big gap that needs to be filled. Therefore, this
study intended to look inside the box on what happens in the board decision-making process and also
establish the effect of board skills on firm profitability. This suggests that the board supplements top
management with vital advice and counsel. There is a need to change board composition as the
environment of the firm changes. The study will also cover the current data from 2012-2021 that show the
relationship between board skill and firm profitability which no study has covered up to date.

METHODOLOGY

Research Design

This study adopts the ex-post facto research design. The area of the study is Nigeria, as the study focuses
on quoted Deposit Money Banks (DMBs) listed on the Nigerian Exchange Group (NGX) as of 31
December 2021.

Operationalization of Variables

Variables Measurements Source

Dependent Variable Net Income Divided by Zamfir, Manea, & lonescu,
Return on Investment Total Shares (2016)

Independent Variables

Management Skills Dummy variable. Singh(2017).

If there is a director with
management skills on the board
is 1, if there is none 0.
Accounting Skills Dummy variable Masud, Bae, Manzanares, and
If there is a director with Kim (2019).
Accounting skills on the
boardis 1, if there is none 0.
Marketing Skills Dummy variable. Adamson andSigalla (2013)
If there is a director with
Marketing skills on the board is
1, if none 0.

Legal Skills Dummy variable Masud, Bae, Manzanares, and
If there is a director with Legal Kim (2019).
skills on the board is 1, if there

is none 0.

Control Variables

Firm Size Natural logarithm of total Masud, Bae, Manzanares, &
assets Kim (2019).

Firm Leverage Ratio of debt to assets Masud, Bae, Manzanares, &

Kim (2019).

Source: Researcher’s Concept (2025)
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Model Specification

This study will adapt the model from the study of Masud et al.(2019)

CCD =f(ACCTE, LEGE, POLTC, CORVIS)

Where

CCD = Corporate Corruption Disclosure

ACCTE = Accounting Expertise

LEGAL = Legal Expertise

POLTC = Political Connection

CORVIS = Corporate Visibility

The model was modified to suit the variables to be used. Hence the model for the study will be anchored
on the objective.

ROI =f (MGTS, ACCTS, MKTS, LEGS, SIZE, LEVE)

This can be econometrically expressed as

ROl = [30 + BlMGTSit + BsACCTSit+ BzM KTSit + ﬁ4LEGSit+ Bss|ZEit+ BeLEVEiH‘ p------ 2
Equations 1 and 2 are the linear regression model used in testing the null hypotheses.
Where:

ROl = Return on Investment

MGTS = Management Skills

MKTS = Marketing Skills

ACCTS = Accounting Skills

LEGS = Legal Skills

SIZE = Firm Size

LEVE = Firm Leverage

Bo = Constant

ST Be= is the coefficient of the regression equation

p = Error term

i = is the cross-section of firms used

t = is the year (time series)

Decision Rule

The decision rule is based on the computed model parameters: B1 B2 B3 B4; the significance value of the t-
statistics is evaluated:

Accept the alternate if p<.05; and reject the null or,

Accept the null if p>.05; and reject the alternate

Data Presentation and Analysis

The dataset for the study is presented in Appendix |, for the sake of conciseness. The remaining four
sections in this chapter are presented in their respective sub-sections.

DATA PRESENTATION

Descriptive Statistics of Dataset

The properties of a data set are summed up or described by descriptive statistics. The main descriptive
statistics computed consist of a measure of central tendency, i.e., the mean, measures of variability (or
spread), i.e., the standard deviation, and the variance. Last but not least is the Jarque-Bera statistic. The E-
Views output is presented in two tables, Table 1 presents the summary results of the independent
variables while Table 2 presents the summary results of the dependent variable and control variables used
in this particular study to test the formulated hypothesis. The study used thirteen deposit money banks as
selected in the sample size with the coverage of ten years which made up of 130 observations.
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Table 1: Descriptive statistics of independent variables

MGTS ACCTS MKTS LEGS

Mean 0.438994 0.565781 0.067058 0.192356
Median 0.428571 0.588235 0.055556 0.166667
Maximum 0.714286 0.800000 0.333333 0.500000
Minimum 0.300000 0.250000 0.000000 0.000000
Std. Dev. 0.092580 0.108381 0.089685 0.117685
Skewness 0.740414 -0.955326 1.475006 0.697305
Kurtosis 3.416697 3.817645 4,182456 2.839881
Jarque-Bera 8.972925 16.37672 38.29875 7.471755
Probability 0.011260 0.000278 0.000000 0.023852
Sum 39.94847 51.48609 6.102279 17.50444
Sum Sq. Dev. 0.771395 1.057180 0.723913 1.246476
Observations 130 130 130 130
Source: E-Views 10

Key: MGTS - Management Skills; MKTS - Marketing Skills; ACCTS - Accounting Skills; and,

LEGS - Legal Skills

The average value of MGTS was 0.439, i.e., 43% of members of the board of directors had management
skills. The average value of ACCTS was 0.566, i.e., 56% of members of the board of directors had
accounting skills. This represented the most highly possessed qualification by members of the board of
directors with the highest mean score. The average value of MKTS was 0.067, i.e., 6% of the board of
directors had marketing skills. The average value of the LEGS variable was 0.192, i.e., 19.2% of the
board of directors had legal skills. The low standard deviation indicates that data is centred on the mean.

Table 2: Descriptive statistics of dependent and control variables

ROI FSIZE LEVE

Mean 7.447391 21.47653 0.923910
Median 5.600398 21.47187 0.875386
Maximum 22.35596 23.18558 2.547496
Minimum -8.890733 18.86861 0.447120
Std. Dev. 5.375024 0.952713 0.265749
Skewness 0.411433 -0.373737 4.182904
Kurtosis 3.248213 2.647553 22.34516
Jarque-Bera 2.800969 2.589466 1684.342
Probability 0.246478 0.273971 0.000000
Sum 677.7126 1954.364 84.07583
Sum Sq. Dev. 2600.180 81.68951 6.356046
Observations 130 130 130

Source: E-Views 10

Key: ROI - Return on Investment; FSIZE - Firm Size; Leve - Leverage.
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Correlation Analysis
Table 3: Correlation matrix of the relationship among the variables in the study

ROI MGTS ACCTS MKTS LEGS FSIZE LEVE
ROI 1
MGTS -0.0633 1
ACCTS 0.119747 -0.41023 1
MKTS -0.25025 0.271787 -0.41619 1
LEGS 0.030634 0.243791 -0.36094 0.368737 1
FSIZE 0.615622 -0.24001 0.354552 -0.3389 -0.21584 1
LEVE -0.21617 0.507886 -0.41038 0.545911 0.405228 -0.46421 1

Source: E-Views 10
Table 3 above, showed that ROI negatively correlated with MGTS and ACCTS. ROI is positively
correlated with ACCTS and LEGS. The ROI positively correlated with the FSIZE and negatively
correlated with LEVE control variables. The MGTS negatively correlated with
ACCTS but positively correlated with MKTS and LEGS. MGTS negatively correlated with FSIZE and
positively correlated with LEVE. The variable ACCTS negatively correlated with MKTS and LEGS.
ACCTS positively correlated with the FSIZE and negatively correlated with LEVE control variables.
MKTS is positively associated with LEGS. MKTS negatively correlated with the FSIZE and positively
correlated with LEVE. LEGS negatively correlated with the FSIZE and positively correlated with LEVE.
Lastly, consistent with prior studies the FSIZE was negatively associated with the firm leverage of the
DMBs in the study sample.
Table 7: Model summary output for the test of hypotheses

Weighted Statistics

R-squared 0.751132 Mean dependent var 11.82255
Adjusted R-squared 0.733355 S.D. dependent var 6.527968
S.E. of regression 3.948372 Sum squared resid 1309.530
F-statistic 42.25463 Durbin-Watson stat 1.021660
Prob(F-statistic) 0.000000

Source: E-Views 10

Table 8: Linear regression coefficients output for the test of hypotheses

Variable Coefficient ~ Std. Error  t-Statistic Prob.
C -84.94149 6.599368 -12.87115 0.0000
MGTS 5.715493  2.413115  2.368512 0.0202
ACCTS 0.464816  2.160648  0.215128 0.8302
MKTS -10.04424  3.462200 -2.901114 0.0047
LEGS 0.796127  2.475494  3.957242 0.0002
FSIZE 4020096 0.283374  14.18652 0.0000
LEVE 2.093033 1.067844  1.960056 0.0533

Source: E-Views 10
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Hypothesis One

Ho::  There is no significant relationship between managerial skills and return on investment.

The t-statistic of the variable of interest (i.e., MGTS) is 2.368512 and the p-value is less than .05; which,
confirms the rejection of the null hypothesis and the acceptance of the alternate hypothesis. Thus, there is
a significant and (positive) relationship between managerial skills and return on investment.

Hypothesis Two

Ho,:  There is no significant relationship between accounting skills and return on investment.

The t-statistic of the variable of interest (i.e., ACCTS) is 0.215128 and the p-value is greater than .05;
which, confirms the rejection of the alternate hypothesis and the acceptance of the null hypothesis. Thus,
there is no significant but(positive) relationship between accounting skills and return on investment.
Hypothesis Three

Hos:  There is no significant relationship between marketing skills and return on investment.

The t-statistic of the variable of interest (i.e., MKTS) is -2.901114 and the p-value is less than .05; which,
confirms the rejection of the null hypothesis and the acceptance of the alternate hypothesis. Thus, there is
a significant but (negative) relationship between marketing skills and return on investment.

Hypothesis Four

Hos:  There is no significant relationship between legal skills and return on investment.

The t-statistic of the variable of interest (i.e., LEGS) is 3.957242 and the p-value is less than .05; which,
confirms the rejection of the null hypothesis and the acceptance of the alternate hypothesis. Thus, there is
a significant and (positive) relationship between legal skills and return on investment.

CONCLUSION

The objective of this study is to evaluate the effect of board skills on firm profitability, data were
collected from thirteen selected deposit money banksin Nigeria and analysed using E-VIEW 10. The
results of the analysis provided direction for the statistical conclusions from the test of hypotheses. The
results showed evidence of a positive effect of managerial skills, accounting skills, and legal skills on the
return on investment. However, marketing skills had a negative relationship with return on investment.
This study concludes that the board of directors’ skills affects firm profitability in the banking sector.

RECOMMENDATIONS

Amongst the recommendations is that improve managerial human capital: The implication of the first
hypothesis suggests that as managers acquire more skills they are better able to manage the corporations
sustainably. Managerial skills thus would provide a source of long-term competitive advantage.
Corporations are advised to improve human capital by wise investments in the training of key and rare
skills. Engage more accounting professionals in the boardroom: It is important to note that the execution
of board tasks is favourably correlated with the application of accounting knowledge and abilities, such as
the methods by which financial reports are prepared. This conclusion seems to indicate that the
integration of directors with accounting skills and experience is a crucial determinant of board
effectiveness in episodic decision-making groups dealing with complicated tasks. Utilize strategic
marketing rather than broad-based marketing: The negative relationship between marketing skills and
return on investment; implies, a weak relationship between more directors with marketing skills in the
boardroom and return on investment for shareholders. It is therefore recommended, the firms train
directors on marketing with. specific relevance to the firm and also make use of consulting firms for
market and industry analysis rather than employing directors with such qualifications. Engage more legal
luminaries: The modern corporate environment is highly turbulent with often different and diverse
regulations occurring almost yearly across industries and countries. Thus, the engagement of legal
luminaries would provide sound legal advice to the boardroom to avoid legal and punitive sanctions
which can affect the corporate image and lower the return on investment.
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