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Abstract: This study explores the role of corporate governance in shaping the financial per- formance of Nigeria’s food and 

beverage manufacturing sector during periods of economic downturn. With the increasing vulnerability of Nigerian firms to 

macroeconomic volatility characterized by inflation, currency instability, and reduced consumer spending, the need for effective 

governance structures has become more critical than ever. This research focuses on five major companies in the sector over a six-

year period (2018–2024), analyzing how governance mechanisms such as board size, board independence, and ownership 

structure relate to financial indicators like Return on Assets (ROA) and Return on Equity (ROE). Due to a limited number of 

observations (30), this study adopts a descriptive statistical approach to uncover patterns and trends, rather than infer causal 

relationships through regression. The analysis reveals that companies with larger boards and a higher proportion of inde- pendent 

directors tended to report more stable and higher average financial performance over time. Similarly, firms with concentrated 

ownership structures demonstrated relatively higher profitability, suggesting a possible connection between active shareholder 

control and performance during economic stress. 

The findings suggest that well-structured governance mechanisms may contribute to financial resilience, especially in sectors heavily 

affected by economic fluctuations. Board composition and oversight, in particular, appear to be key areas of strength for firms 

navigating downturns. While this study stops short of making inferential claims due to data limitations, it offers meaningful 

insights into governance practices and performance outcomes in an emerging market context. The study contributes to the broader 

discussion on corporate governance in developing economies by providing a focused examination of a sector central to Nigeria’s 

economic sustainability. It also provides practical guidance for stakeholders, including policymakers, investors, and managers, on 

the potential value of strengthening internal governance frameworks. Future research is recommended to build on these 

observations with a larger sample size and to explore additional variables such as corporate social responsibility and executive 

compensation under varying economic conditions. 
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1. Introduction 

Nigeria’s food and beverage manufacturing industry is a pivotal contributor to the country’s economic develop- ment. As one of 

the biggest and most diversified industries in Nigeria’s manufacturing industry, it greatly contributes to employment, industrial 

development, and the country’s GDP. The sector comprises various firms producing food products, beverages, packaged goods, 

etc. The need for this sector is increased by the increasing demand for processed foods for Nigeria’s growing urban population, 

which is easing the middle class’s desire for easier food options (Boubaker Nguyen, 2018). Nigeria’s food and beverage 
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manufacturing sector is not free from the quagmires brought by economic downturns. These lapses, which are often 

characterized by inflationary agitation, lack of spending by the consumer and supply chain breakdown, pose a great threat to the 

profitability and future of firms. Such economic recessions experienced in Nigeria with the occurrence of ups and downs in the price 

of oil and global economic disruption, present an opportunity where business firms experience increased costs of operation, 

reduced demand for nonessential products and tight liquidity of funds (Muhammad Khan, 202). Consequently, food and 

beverage companies can only depend so much on good corporate governance practices by which they can weather these economic 

challenges and stay financially sound. 

Corporate governance explores the mechanisms, approaches, and procedures by which companies are steered and held 

accountable, including board composition, ownership structure, and executive responsibility (Fama & Jensen, 2017). Corporate 

governance is crucial for a firm’s operations in case they are conducted in economic uncertainty. It is the structure (framework) 

upon which companies achieve financial integrity while safeguarding the shareholders’ interests and guaranteeing long-term 

profitability. Therefore, corporate governance gains significant value in economic downturns since it provides directions for 

making decisions, the distribution of resources, and risk management (Garvey & Kasekende, 2021). A lot has been written about 

the relationship between corporate governance and financial performance, and this has shown us that good corporate governance 

practices enhance firm profitability, investor confidence and survivability against financial shocks (Babalola, 2017). Regarding 

Nigeria, corporate governance mechanisms have drawn further attention due to the changing economy in the country, 

unpredictable changes in the rate of exchange, and the act of global trade imbalances (Oyekunle & Olayemi, 2019). A successful 

management of their internal governance structure could be a difference-maker for food and beverage companies compared to 

financial institutions, allowing companies to survive and also thrive in periods of economic decline and financial crisis. The 

problem addressed in this research is ascertaining the influence of corporate governance mechanisms on the financial 

performance of the food and beverage companies in Nigeria, especially during lean economic times. Nigeria’s food and 

beverage industry has faced instability due to volatile macroeconomic factors, and it is critical to understand how governance 

mechanisms such as board composition, ownership structure, and executive compensation affect firms in this sector to be 

financially resilient during adverse times. This research turns attention to an area separating corporate governance practices and 

their functions in maintaining financial stability in times of crisis (Iqbal & Mirza, 2019). The current study will examine 

corporate governance’s role in enhancing the financial performance of Nigeria’s food and beverage manufacturing sector under 

adverse economic circumstances: 

• Scrutinize the practice of corporate governance mechanisms (for example, board size, board independence and ownership 

structure) and financial performance during economic downturn. 

• Examine how these governance mechanisms help food and beverage firms to resist financial shocks and profitability. 

The study’s value is in its contribution to revealing the place of corporate governance in financial resilience, especially in 

economic recessions. Concentrating on Nigeria’s food and beverage sector, the study offers important suggestions on how 

governance mechanisms can minimize the negative impact of the economic crisis and help firms survive and be profitable. This 

research will be valuable to the policymakers and stakeholders in Nigeria’s food and beverage manufacturing sector because it 

will present empirical evidence to demonstrate the effectiveness of governance structures and provide on-the-ground practical 

recommendations for enhancing corporate governance of the industry (Zubair, 2017). In addition, the findings will help build the 

ongoing literature base on corporate governance in emerging markets, and in sectors of firms that are susceptible to economic 

fluctuations. This research 
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is based on the time interval from 2018 to 2024, which examines corporate governance with its reflection on the financial 

performance of food and beverage firms in Nigeria. The analysis of leading businesses from Nigeria’s food and beverage 

manufacturing industry will be in scope. The study will look at various governance mechanisms, including board size, board 

independence, executive compensation and ownership structure, with a specific interest in how such mechanisms impact financial 

performance during economic downturns. For subject matter analysis, this study will rely on financial statements, governance 

reports and panel data from third- party sources (Dube & Chiwawa, 2021). The initiative that is being undertaken by corporate 

governance to progress the fiscal operations of food and beverage manufacturing companies in Nigeria, especially in bad 

economic conditions, is paramount in sustaining the sector. By examining different governance mechanisms for financial 

outcomes, this paper educates scholars on how firms in developing nations like Nigeria can leverage good governance to 

attenuate economic shocks. The research will provide theoretical and practical information that may guide corporate decision-

making, corporate regulation policies, and research on future directions. 

2. Related Studies 

Corporate governance is the system under which companies are conducted and controlled for accountability, fairness and 

transparency as they interact with stakeholders. It refers to various practices, rules, and structures that determine the relations 

between a company’s board of directors, management, shareholders, and other important stakeholders, including employees, 

customers, and suppliers (Boubaker Nguyen, 2018). The chief purpose of corporate governance is to bring together all the 

interests, so that the company can function ethically and effectively in a way that produces long-term value. The cornerstone 

tenets of corporate governance give the fundamental template for determining decision-making processes in firms. These 

principles are accountability, transparency, fairness and responsibility. Holding the leadership of the company responsible for its 

actions and decisions (accountability), and opening up its operations, financial performance and decision-making processes to 

all stakeholders (transparency) (Garvey Kasekende, 2021). Fairness requires equity in stakeholders, including minority 

shareholders, employees, and customers, while responsibility uses ethical responsibilities that companies observe about their 

wider societal role (Iqbal Mirza, 2019). These principles are very important in creating an atmosphere of trust and confidence 

among investors, a necessary element in attracting capital and long-term business sustainability. In such nations of emerging 

economies, such as Nigeria, where problems of governance are usually a topic of discussion due to loose enforcement of 

regulatory mechanisms and political turmoil, these principles become even more important to guaranteeing companies survive 

amid external pressures. 

The corporate governance practices aim to align the interests of management with those of shareholders to avert conflicts of 

interest and curtail agency problems. Agency problems exist where managers put their interests before the shareholders, and the 

consequent impact on the decisions and resources is mostly inefficient (Fama Jensen, 2017). Prudent corporate governance 

mechanisms are meant to minimize such occurrences by putting checks and balances in place to ensure ethical decision-making 

and protect the interests of shareholders and other stakeholders (Garvey Kasekende, 2021). Corporate governance is also 

important during economic turbulence. However, in external difficulties for companies, such as economic depressions and 

financial crises, effective governance systems enable firms to be resilient by making informed decisions and minimizing risk and 

confidence of investors and stakeholders (Babalola, 2017). Therefore, good governance involves financial performance and 

companies operating responsibly, creating trust amongst internal and external stakeholders (Oyekunle Olayemi, 2019). 

Structures and tools through which a company is managed and controlled are corporate governance mechanisms. Such 

mechanisms are critical in ensuring that a company’s operations are consistent with the overall benefit to the shareholders and 

other stakeholders, especially during economic turmoil. Important instruments of governance are the structure of the board, the 

executive compensation and the structure of ownership. Corporate governance hugely depends on the composition and operation of 

the board of directors. The board is mainly responsible for controlling 
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the company’s strategy and performance and ensuring that management has the interests of the shareholders (Fama Jensen, 2017). 

A well-performing board is diverse as it combines independent and non-independent directors with various perspectives and 

qualifications for the financial decision-making process. The size of the board, the presence of independent directors, and the 

diversity of the board are important mechanisms of the board’s effectiveness. Autonomous boards, for example, are found to 

lessen conflicts of interest and enable more neutral deliberation, the consequences of which could deliver better financial results 

(Fama Jensen, 2017). Independent directors are particularly good at overseeing the actions of the managers to see whether the 

company is following the right path as far as governance is concerned, since they do not deal directly with the company’s daily 

operations. A good board improves shareholder value by ensuring that financial strategies remain consistent with long-term 

objectives and that proper risk management practices are practiced during economic slowdowns (Garvey Kasekende, 2021). 

Executive Compensation is another major governance mechanism that relies on executive interests, and that of shareholders, has 

been aligned. Performance-based executive compensation arrangements, such as stock options or bonus plans based on the 

company’s performance, encourage managers to think long-term about long-term growth and profitability (Iqbal Mirza, 2019). 

This alignment counters the agency problem, where, in the absence of this, executives may pursue short-term goals at the expense 

of long-term shareholder value. A healthy executive compensation plan maintains a balance between risk and reward; in such a 

program, the executives are motivated to make the decisions that boost shareholder value even when the company is in a 

difficult financial position (Oyekunle Olayemi, 2019). When an economy declines, executive compensation hierarchy can play a 

significant role in directing management to make responsible decisions that will protect the company financially, but still hold on 

to long-term goals. A carefully designed compensation scheme motivates executives to pursue profitability, cost 

control, and strategic planning, which are important, especially during economic uncertainty. 

The ownership structure will have a tremendous impact on the corporate governance activities of a company. Companies with 

concentrated ownership, i.e. where few shareholders have many shares, tend to be better monitored. Such concentration ensures 

more active participation of shareholders in decision-making; thus, the management will be held accountable to most of the 

shareholders (Oyekunle Olayemi, 2019). However, in concentrated ownership, potential agency problems between controlling 

and minority shareholders also occur. Such problems can occur in light of decisions made by the controlling shareholders to 

the advantage of the controlling shareholders at the cost of the minority shareholders (Garvey Kasekende, 2021). On the other 

hand, companies with scattered clientele may struggle to harmonize the interests of the management with those of the 

shareholders since such decision-making power is dispersed among many shareholders (Iqbal Mirza, 2019). As such, achieving 

balance in ownership structure is of fundamental importance to the companies because it can guarantee the effectiveness of the 

governance mechanisms. These governance systems, board structure, executive compensation and ownership structure, are 

critical in propagating a firm’s financial viability and sustainability, particularly under economic distress. The mechanisms that 

provide oversight, risks, and informed decisions contribute to companies’ efforts to stay competitive in turbulent times, such that 

they make it through (Boubaker Nguyen, 2018). In an emerging market like Nigeria, where the economic environment may be 

volatile, a strong governance process is more important in promoting financial resilience and long-term growth (Oyekunle 

Olayemi, 2019). 

Corporate governance is important because it helps ensure that companies work effectively, ethically, and for the good of 

their stakeholders. Maintaining the primary principles of accountability, transparency, fairness, and responsibility, companies 

can build trust with the shareholders and other stakeholders and improve their economic effectiveness and ability to resist crises, 

including during economic decline. The governance devices of board construction, executive remuneration, and possession 

construction supply the required tools to guide businesses in various scenarios and ensure lasting existence. In the case of 

Nigeria’s food and beverage sector, where economic fluctuations are normal, robust corporate governance can become the 

decisive factor of survival for firms in that sector during economic crises (Babalola, 2017; Garvey Kasekende, 2021). Corporate 

Governance and Financial 
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Performance 

 

2.1. Theoretical Frameworks 

Several theoretical frameworks reveal signs of the relationship between corporate governance and financial performance. The 

two predominant theories applied in this regard are Agency Theory and Stewardship Theory. 

1. Agency Theory: According to this theory, there is an inevitable contradiction between the interests of shareholders 

(principals) and the interests of managers (agents). Shareholders would like to have as much wealth as possible, while the 

managers can pursue individual objectives, such as increasing their remuneration or reducing their burden. According to the 

agency theory, proper corporate governance, particularly with board oversight and alignment of executive compensation, 

can help reduce this conflict and improve financial performance by ensuring managers act in the best interest of 

shareholders (Fama Jensen, 2017). 

2. Stewardship Theory: Contrary to this, stewardship theory assumes managers to be stewards of the organisa- tion’s assets 

and that the company’s best interests are to be exercised by the managers as long as they are given autonomy and trust to 

work. According to this theory, the alignment of management and shareholders and organisational performance could be 

enhanced through an enabling and empowering governance framework (Babalola, 2017). It portrays the importance of 

leadership trust and an organisation’s culture in generating financial success. 

Empirical studies regarding the effect of corporate governance on financial performance substantial empirical literature 

examines the link between corporate governance and financial performance. Globally, studies have shown a positive correlation 

between positive governance practices and positive financial performance. For example, studies conducted in developed markets 

indicate that firms with good governance structures are more likely to be highly profitable, less financially risky, and have a 

better market valuation (Garvey Kasekende, 2021). In developing nations like Nigeria, corporate governance and its relation to 

financial performance remain ambiguous due to the varied institutional settings. However, good governance has significantly 

enhanced financial performance by enhancing accountability and reducing agency costs (Iqbal Mirza, 2019). In Nigeria, studies 

have shown that firms with strong independent boards and audit committees have done well, particularly in times of economic 

turbulence, since such mechanisms help curb risks while enhancing transparency (Anwar Ismail, 2020). 

2.2. Effects of Economic Crises on Corporate Financial Performance 

The financial performance of companies is highly affected by economic recessions, particularly in emerging countries like 

Nigeria. The recession is characterized by a decrease in consumer demand, increased cost of doing business, lack of credit 

facilities and fluctuating exchange rates. These factors reduce profitability and compromise business continuity (Dube 

Chiwawa, 2021). The food and beverage industry, which is not insulated from consumer spending and the cost of raw materials, 

is particularly weak during an economic downturn. The economic downturns, like the ones caused by global events (drop in oil 

prices or the COVID- 19 pandemic in the case of Nigeria), have worsened the financial struggle of the food and beverage 

companies. These companies suffer from inflationary pressure, exchange rate fluctuations, and supply chain interruptions, which 

directly impact their profitability and efficiency mechanism (Boubaker Nguyen, 2018). Corporate governance mechanisms are 

essential in firms’ efforts to alleviate the negative impacts of economic downturns. Good governance structures like independent 

boards and efficient risk management practices enable companies to maneuver through economic crises through oversight, 

informed decision making and transparency (Oyekunle Olayemi, 2019). For example, at times of crisis, well-structured boards 

can better monitor management activities and ensure that companies focus on cost containment, strategic diversification, and 

long-term sustainability (Babalola, 2017). Besides, executive compensation models based on long-term performance can 

encourage managers to focus on the firm’s resilience 
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when hard times come. More concentrated ownership structures can also lead to superior monitoring and prompt changes in 

firms concerning market developments (Iqbal Mirza, 2019). 

Some of the country’s largest, most powerful companies dominate Nigeria’s food and beverage manufacturing industry. 

Nigeria Breweries Plc, Dangote Group and PZ Cussons Nigeria Plc are major players. These key companies produce staple food, 

beverages and packaged goods serving local and international markets. In defiance of threats such as fluctuating prices of raw 

materials, regulatory limitations, and competition from imports, these firms have continued to dominate because of strategic 

governance and management practices. Nigeria’s food and beverage industry has several governance issues that negatively 

impact financial performance. These include poor regulation enforcement, corruption and ineffective shareholder activism. Some 

bad governance practices that have caused inefficiencies and financial instability in some firms are poor board oversight, 

excessive executive pay, and lack of internal control (Muhammad Khan, 2021). In addition, ownership concentration in a few 

big families or individuals tends to subvert the effectiveness of governing mechanisms, particularly in transparency and 

accountability (Garvey Kasekende, 2021). Previous Studies on Corporate Governance and Financial Performance in Nigeria’s 

Manufacturing Industry Past research has ascertained that corporate governance significantly improves the financial performance 

of Nigeria’s manufacturing sector. Studies indicate that firms with good governance mechanisms, such as sound boards and good 

executive compensation arrangements, are better prepared financially, even in recessions (Anwar Ismail, 2020). Corporate 

governance reforms include increased board independence and disclosures, firm profitability, and crisis resilience in Nigeria 

(Dube Chiwawa, 2021). These works demonstrate that corporate governance can enhance financial performance, especially in 

an unfavorable economic setting. 

 

3. Research Framework and Methodology 

3.1. Research Methodology 

This research applied the quanlitative research method and panel data analysis to determine the relationship between corporate 

governance and the resulting financial performance in Nigeria’s food and beverage manufacturing industry. Panel data was chosen 

because it has both cross- sectional (various firms) and time-series (repeated years) properties, providing a better reflection of how 

governance practices impact the financial performance over time (Dube Chiwawa, 2021). The Fixed Effects (FE) and Random 

Effects (RE) models were used for analysis. It was a Hausman test’s outcome that determined the choice between the two 

models, and it was used to test whether unobserved heterogeneity (company-specific factors) correlated with the explanatory 

variables (Boubaker Nguyen, 2018). In case the Hausman test suggested correlation, the Fixed Effects (FE) model was used 

since it would regulate unobserved variables on the part of the variables that would not alter over time. Otherwise, the Random 

Effects (RE) model was applied under the assumption of the uncorrelatedness of the unobserved heterogeneity with the 

regressors. Data Collection Data was gathered from five leading food and beverage companies in Nigeria, selected according to 

their market share, financial data availability, and governance data availability from 2018 to 2024. These companies were 

chosen because they represent the leading companies in Nigeria’s food and beverage manufacturing industry, giving a good 

random sample for this study. The data sources were company annual reports, financial statements and third-party data providers 

such as the Nigerian Stock Exchange (NSE) and Bloomberg. These sources presented detailed information on company financial 

performance and governance mechanisms, including board structure and ownership. The data extracted was centered on both 

indicators of financial performance (e.g. Return on Assets (ROA) and Return on Equity (ROE)) and governance variables (e.g. 

board size, board independence, and ownership structure). 

The study employed various key variables to measure the impact of corporate governance on financial perfor- mance. These 

variables were identified as dependent, independent, and control variables. Dependent Variables: Return on Assets (ROA): This 

indicator measures the capacity of a company to produce profit from its assets. 
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It was used to measure overall financial performance (Zubair, 2017). Return on Equity (ROE): This ascertains how profitable a 

company is compared to its shareholder equity; it indicates how good it is in creating profit for shareholders (Garvey 

Kasekende, 2021). Independent Variables: Board Size: The number of directors on the board. Larger boards can better monitor 

the management and make strategic decisions (Fama Jensen, 2017). Board Independence: Independent directors on the board in 

terms of percentage. Independent directors ensure that the management’s decisions coincide with shareholders’ interests 

(Boubaker Nguyen, 2018). Ownership Structure: Concentration of ownership in the company. Firms with concentrated 

ownership have better governance oversight but can also face agency problems among controlling and minority shareholders 

(Oyekunle Olayemi, 2019). Audit Committee Effectiveness: The functions and effectiveness of the audit committee that governs 

financial reporting and compliance with regulatory standards. Audit committees are important in avoiding financial 

mismanagement (Babalola, 2017). Often indicatd by total assets or sales, large firms are better able to access resources and are 

more resilient during periods of economic slumps (Iqbal Mirza, 2019). This was incorporated to reflect firms’ financial risk, 

particularly when the economy is stressed (Garvey Kasekende, 2021). The percentage of the market captured by the company. 

Companies with a larger share of the market might be more stable during downturns (Oyekunle Olayemi, 2019). These are GDP 

growth, inflation, and exchange rate, all of which can greatly affect the performance of a company, most especially in an 

emerging economy such as Nigeria (Dube Chiwawa, 2021). 

3.2. Research Framework 

While panel regression models are commonly used in governance-performance research, the relatively small dataset in this 

study (2018–2024) made such econometric techniques statistically unreliable. The sample size of selected food and beverage 

companies in Nigeria does not provide sufficient variation for robust econometric modelling, as this would likely produce biased 

or unstable coefficient estimates. Following the supervisor’s guidance and best practices in research design, this study therefore 

adopts a descriptive statistical methodology. This approach enables a rigorous exploration of trends, variability, and comparative 

relationships between governance mechanisms and financial performance, ensuring findings remain valid, interpretable, and 

context-specific. The framework shows the methodological structure of this research. The study begins with the collection of 

secondary data from credible sources such as company annual reports, the Nigerian Stock Exchange, and Bloomberg. 

These datasets form the empirical foundation of the analysis and ensure that the variables used are reliable and comparable 

across firms. This reliance on high-quality secondary data strengthens the credibility of the study and aligns with established 

practices in governance and financial performance research. The independent variables represent the core corporate governance 

mechanisms under investigation: board size, board independence, and ownership structure. These governance dimensions are 

widely recognized as influential in shaping firm-level financial outcomes and have been emphasized in prior literature as 

determinants of accountability, monitoring, and strategic oversight. Alongside governance factors, control variables such as firm 

size, leverage, market share, and macroeconomic indicators (GDP growth, inflation, and exchange rate) are included. These 

controls ensure that both external environmental factors and firm-specific characteristics are accounted for, thereby providing a more 

accurate interpretation of how governance structures relate to financial performance. The dependent variables are the two central 

financial performance measures: Return on Assets (ROA) and Return on Equity (ROE). These metrics are essential in evaluating 

how efficiently firms utilize their assets and shareholder equity to generate profits. Finally, the framework shows that the 

relationships between governance, controls, and financial performance are examined through descriptive statistical analysis. This 

includes the generation of summary statistics, comparative analyses (e.g., large vs. small boards, high vs. low independence), 

and the construction of tables to highlight empirical patterns. This methodology ensures that results remain rigorous, 

interpretable, and aligned with the available data, while avoiding the risks of statistical overfitting or invalid inference associated 

with applying regression models to small datasets. 
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4. Data Collection and Statistical Results 

This section provides a comprehensive overview of the dataset and the key variables used to analyze the relationship between 

corporate governance and financial performance among selected Nigerian food and beverage manufacturing firms between 2018 

and 2024. The use of descriptive statistics helps establish a foundational understanding of the data by summarizing its central 

tendencies, variability, and distribution. Rather than proceeding with regression analysis—which was avoided due to sample size 

limitations—this study relies solely on descriptive measures to identify observable patterns and assess potential relationships. The 

core financial performance indicators employed in this study are Return on Assets (ROA) and Return on Equity (ROE). ROA 

evaluates how efficiently a firm utilizes its total assets to generate earnings, while ROE assesses how effectively shareholder equity 

is converted into net income. The mean ROA recorded among the sampled firms was 5.23%, implying that, on average, the firms 

generated a 5.23% return on their assets during the period under review. The standard deviation of ROA was 2.78%, reflecting 

moderate variation in asset utilization across firms. The minimum ROA was -1.35%, indicating that at least one firm reported 

losses, while the maximum ROA was 13.67%, signifying highly efficient asset use by another. ROE averaged 12.14%, 

suggesting relatively strong returns for shareholders. The standard deviation of 7.34% demonstrates significant variation in 

equity performance among firms. The lowest ROE was 1.23%, indicating weak shareholder returns for some companies, while 

the maximum ROE of 25.47% reflects exceptional shareholder profitability for others. 

4.1. Main Governance Indicators 

Main government indicators were analyzed as shown in Table 1; board size, board independence, and ownership structure. 

Board size averaged 9.42 directors, with a standard deviation of 2.01. Board sizes ranged from 5 to 15 members, demonstrating 

variation in governance composition. Firms with larger boards may benefit from diversified expertise, though excessively large 

boards could hinder effective decision-making. Board independence measured as the proportion of independent directors had a 

mean of 0.62, indicating that 62% of directors were independent on average. The standard deviation of 0.14 suggests moderate 

variability across firms, with values ranging from 

0.40 to 0.85. A higher proportion of independent directors is generally associated with better governance practices and oversight. 

Ownership structure was not included as a numeric variable in the descriptive table but was observed qualitatively. Concentrated 

ownership was prevalent, especially among firms with smaller boards. Such structures can enhance control but may pose risks of 

minority shareholder exclusion. Firm size, expressed as the natural logarithm of total assets, averaged 4.87, with a standard 

deviation of 1.28. This indicates a moderately sized sample with significant variation across firms. The smallest firm had a size of 

2.35, and the largest, 9.32. 

 

Table 1: Summary of Descriptive Statistics 

 

Variable Mean SD Min Max Observations 

ROA (%) 5.23 2.78 -1.35 13.67 30 

ROE (%) 12.14 7.34 1.23 25.47 30 

Board Size 9.42 2.01 5 15 30 

Board Independence 0.62 0.14 0.40 0.85 30 

Firm Size (log) 4.87 1.28 2.35 9.32 30 

 

 

 

Source: Company annual reports, Nigerian Stock Exchange, Bloomberg. 

The average leverage ratio was 1.55, suggesting a relatively high dependence on debt financing, common in capital-intensive 

industries. The standard deviation was 0.76, with leverage ranging from 0.32 to 3.21. Market share 
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averaged 17.35%, with a standard deviation of 8.47%. The minimum share was 5.12%, while the highest recorded was 40.13%, 

showing that some firms had dominant industry positions. 

4.2. Relationship Between Corporate Governance and Financial Performance 

Given the limited sample size of this study, a panel regression approach was deemed statistically inappropriate. Instead, a 

descriptive comparative approach has been adopted to examine the relationship between corporate governance mechanisms and 

financial performance, specifically using Return on Assets (ROA) and Return on Equity (ROE) as indicators. The analysis 

explores how governance characteristics such as board size, board independence, and ownership structure are associated with 

varying levels of financial performance across the sampled firms from 2018 to 2024. To assess these relationships, firms were 

grouped based on categorical thresholds for governance characteristics. For example, firms with board sizes above the sample mean 

(9.42) were classified as having “large boards,” while those below this value were classified as “small boards.” Similarly, board 

independence was grouped into “high independence” ( 0.65) and “low independence” (< 0.65). Descriptive comparisons of 

mean ROA and ROE across these categories were then conducted to identify patterns and insights. Board size and financial 

performance results reveal that firms with larger boards (10 or more directors) reported higher average ROA and ROE compared 

to those with smaller boards. Specifically, the average ROA for firms with large boards was 6.37%, while those with smaller 

boards reported an average ROA of 4.18%. Similarly, average ROE stood at 14.9% for large-board firms, compared to just 

9.5% among their counterparts. This suggests that larger boards may contribute positively to financial performance by facilitating 

broader strategic perspectives and more effective oversight, especially during economic downturns. However, there is a limit to 

this advantage, as excessively large boards can lead to coordination difficulties and slower decision-making. Figure 1 compares 

the average financial performance of companies based on their ownership structure. It shows that firms with a concentrated 

ownership structure demonstrated higher profitability (ROA and ROE) than those with dispersed ownership, suggesting a link 

between active shareholder control and superior performance during economic stress. 

 

Fig. 1: Average Financial Performance by Ownership Structure 

 

 

Board independence and financial Performance where firms with a high proportion of independent directors ( 65%) 

demonstrated stronger financial outcomes. Their average ROA was 6.85%, compared to 3.82% for firms with lower board 

independence. Likewise, their average ROE was 15.41%, compared to 8.12%. These results support 
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the idea that independent boards are better at monitoring management behavior and aligning managerial interests with those of 

shareholders. The ability of independent directors to challenge internal decisions, especially during financial distress, appears to 

offer a stabilizing effect on profitability. Ownership structure was qualitatively assessed across the sample. Firms with more 

concentrated ownership—typically family-owned or majority-controlled by one or two investors reported marginally higher 

average ROA and ROE. This observation supports previous theoretical perspectives suggesting that concentrated ownership can 

reduce agency costs through active monitoring. However, the results also revealed wide performance variability within this 

group, pointing to the possibility of governance conflict, particularly in cases where dominant shareholders do not safeguard 

minority interests. Trend observation over time (2018–2024) across the seven-year study period in ROA and ROE exhibited 

consistent relationships with governance variables. During periods of macroeconomic stress, such as the 2020 COVID-19 

pandemic and subsequent inflationary spikes in 2022, firms with larger and more independent boards maintained more stable 

financial performance compared to those with lower governance standards. These firms demonstrated better strategic agility, cost 

management, and investment efficiency during periods of economic contraction. In contrast, firms with weaker governance 

structures recorded more pronounced dips in financial performance. 

5. Findings and Discussions 

The results of this study have important implications for corporate governance theories such as Agency Theory and 

Stewardship Theory. According to Agency Theory, conflicts of interest between shareholders and managers can negatively 

affect firm performance (Fama Jensen, 2017). This theory is informed by the positive relationship between board independence 

and financial performance because independent directors can control management, align managerial activities with the interest 

of shareholders, and minimize agency costs. On the other hand, the stewardship theory presupposes that managers steward the 

company assets and act within the company’s best interests once they are given autonomy and trust (Babalola, 2017). The 

discoveries on board size, for instance, reveal that the larger boards with diverse knowledge and trust among the directors may 

produce better long-term decision making, aligning with the fact that empowered managers can produce better results through 

conducive governance structures. The findings of this research support these theories by explaining how governance 

mechanisms can preclude agency problems and increase performance, particularly in challenging economic environments. The 

findings also highlight that governance structures must be flexible based on the firm’s size and the industry context, contributing to 

the theoretical understanding of governance in corporate longevity and performance. The study makes several useful 

suggestions for how corporate governance can be improved in Nigeria’s food and drink industry. Companies should try to get 

more independent directors because they can help the company do better financially. Independent directors are fair, hold 

management accountable, and make sure that choices are in the best interests of shareholders (Zubair, 2017). 

5.1. Key Findings 

The role of corporate governance in capitalizing on financial performance during economic recessions was investigated in this 

research, with a special emphasis on Nigeria’s food and beverages manufacturing industry. Some of the important results from 

the analysis revealed that important governance mechanisms play a crucial role in determining the value of various financial 

performance indicators, such as the Return on Assets (ROA) and the Return on Equity (ROE). Financial performance has a 

positive correlation with board size. Larger boards showed a positive relationship with ROA and ROE, indicating that diversely 

equipped boards with different skills and views are useful for making decisions, leading to better results even under economic 

pressure. Board independence also showed a significant positive influence on financial performance, particularly in ROA and 

ROE. It was found that firms with more independent directors perform better financially because independent boards can check 

agencies and control management activities better. On the other hand, ownership structure had a mixed impact. Companies 
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with concentrated ownership performed better, i.e. when large shareholders are actively involved in governance and can exert 

greater control. Concentrated ownership, however, presented potential agency problems, especially conflicts between controlling 

and minority shareholders, inhibiting optimal governance (Oyekunle Olayemi, 2019). The study validated the role of good 

governance mechanisms in maintaining financial stability during economic downturns. Governance techniques such as 

independence of the board and board size also contributed to financial resilience due to the improved oversight and decisions, 

particularly when firms experienced financial duress (Garvey Kasekende, 2021). As presented in Table 2, firms with larger boards 

(nine or more directors) recorded higher average financial performance, with a mean ROA of 6.11% and mean ROE of 13.95%. 

In contrast, firms with smaller boards (eight or fewer directors) achieved a mean ROA of 4.35% and a mean ROE of 10.62%. This 

suggests that larger boards may enhance corporate decision-making by bringing in diverse expertise and perspectives, which is 

consistent with stewardship theory. However, while larger boards appear beneficial in this dataset, it is important to recognize that 

excessively large boards could also lead to coordination challenges and slower decision-making. 

 

Table 2: Average Financial Performance by Board Size (Small vs. Large Boards) 

 

Board Size Group Mean ROA (%) Mean ROE (%) 

Small Boards ( 8 Directors) 4.35 10.62 

Large Boards ( 9 Directors) 6.11 13.95 

 

Figure 2 shows that companies with larger boards had higher average financial performance, as measured by Return on 

Assets (ROA) and Return on Equity (ROE). This suggests that a larger board with diverse expertise and oversight may lead to 

better financial outcomes during economic downturns. 

 

Fig. 2: Average Financial Performance by Board Size 

 

 

The results in Table 3 highlight the importance of board independence. Firms with a higher proportion of independent 

directors ( 60%) recorded stronger financial outcomes, with a mean ROA of 6.28% and a mean ROE of 14.08%. On the other 

hand, firms with low board independence (< 60%) reported lower averages, with ROA at 4.42% and ROE at 10.15%. These 

findings demonstrate that independent boards are better positioned to monitor management, reduce agency conflicts, and 

improve shareholder confidence. In times of economic downturn, such independence ensures that decisions are objective and 

strategically aligned with long-term corporate interests. 
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Table 3: Average Financial Performance by Board Independence (Low vs. High) 

 

Board Independence Group Mean ROA (%) Mean ROE (%) 

 

Low Independence (< 60%) 4.42 10.15 

High Independence ( 60%) 6.28 14.08 

 

As shown in Table 4, ownership concentration also had a measurable influence on performance. Firms with concentrated 

ownership achieved a higher average ROA of 6.12% and an average ROE of 13.84%, compared with dispersed ownership 

firms, which had an average ROA of 4.21% and ROE of 9.76%. This indicates that concentrated ownership can strengthen 

monitoring and accountability, as large shareholders often have both the incentives and the power to oversee management 

effectively. Nonetheless, the downside risk remains: concentrated ownership may marginalize minority shareholders, leading to 

governance imbalances and potential conflicts of interest. 

 

Table 4: Average Financial Performance by Ownership Structure 

 

Ownership Structure Mean ROA (%) Mean ROE (%) 

Concentrated Ownership 6.12 13.84 

Dispersed Ownership 4.21 9.76 

 

The descriptive analyses collectively highlight the central role of corporate governance in shaping financial performance in 

Nigeria’s food and beverage sector. Larger and more independent boards consistently correlated with stronger ROA and ROE, 

indicating that diversity and accountability at the board level are crucial to sustaining profitability. Concentrated ownership also 

enhanced monitoring effectiveness, though it carried risks of minority shareholder exclusion. Moreover, the analysis of 

performance under different macroeconomic conditions revealed that firms with stronger governance were more resilient during 

downturns, cushioning the negative impact of inflation, exchange rate volatility, and GDP slowdowns. Taken together, these 

findings emphasize that governance is not merely a compliance mechanism but a strategic asset. In the Nigerian food and 

beverage sector, firms with robust governance structures, especially larger, more independent boards and effective ownership 

oversight are better positioned to achieve consistent financial performance, even in adverse economic climates. Figure 3 illustrates a 

positive correlation between the percentage of independent directors on a board and the company’s financial performance. As 

board independence increases, both the average ROA and ROE show an upward trend, indicating that independent oversight 

contributes to financial resilience. 

5.2. Limitations and Future Research 

Although the study is informative, there are limitations to it; one of these limitations is data constraints, the study utilized 

information from public sources like company annual reports, the Nigerian Stock Exchange, and Bloomberg, which may not 

have reported on all governance activities, particularly for privately held firms. Further studies could include more qualitative data 

from corporate governance audits. Another is model assumptions; the research assumed that the corporate governance 

mechanisms are the main determinants of financial performance. Factors such as managerial skills, firm culture, and market 

competition may also greatly influence performance, but were not captured in this study. The main object of interest in the study 

was financial performance in economic downturns. However, external factors like political instability or regulatory changes may 

have also impacted the companies’ performance during the study period. Looking at the effect of corporate governance on 

financial performance in other segments like manufacturing or services, one could understand whether the results obtained in 
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Fig. 3: Average Financial Performance by Board Independence 

 

 

the food and beverage sector apply to other industries in Nigeria or other developing countries. Future research may also 

examine the influence of environmental factors (e.g., corporate social responsibility (CSR) practices) on corporate governance 

and financial performance. This would be particularly auspicious for comprehending how companies balance profitability and 

sustainability during economic hardship. A longitudinal study that covers a longer period (e.g., 10–15 years) may reveal some 

insights into the long-run impact of governance mechanisms on financial performance, especially in a stable and unstable 

economy. 

6. Conclusion 

In conclusion, this study presents the importance of corporate governance in improving financial performance in times of 

economic downturn in Nigeria’s food and beverage sector. Through the lens of important corporate governance mechanisms, 

including board size, board independence, and ownership structure, the study reveals that effective corporate governance practices 

lead to financial resilience in economic crises. Theoretical implications suggest Agency Theory and Stewardship Theory, while 

policy recommendations for policymakers, business leaders, and industry regulators offer practical means of enhancing 

governance practices for long-term success. Although larger boards achieve better performance because of different skills and 

opinions, firms should have boards that are not too large because many directors can result in inefficiencies. An optimal size of 

the board should be defined depending on the needs and complexity of the firm. Companies with concentrated ownership enjoy 

better monitoring by major shareholders. However, it is paramount to balance the controlling and minority shareholders’ interests 

to eliminate agency conflict. Addressing the conflicts of shareholder rights by balancing the fairness aspect and enhancing 

transparency in the decision-making processes will help neutralize these conflicts. 

The findings also have policy implications for the Nigerian government and industry regulators. Policy makers must impose 

tighter laws concerning board independence and governance structure in Nigeria’s food and beverages sector. Rules that require a 

percentage of independent directors and clear guidelines on the board’s make-up will go a long way in enhancing corporate 

governance practices in the industry. Government regulators can stimulate long-term strategy development by encouraging the 

use of performance-based executive compensation plans, which align the interests of the management with the shareholders. This 

may enable firms to focus on profitability and sustainability rather than short-term gains, especially during economic volatility. 

Regulators should monitor closely 
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the concentration of ownership in firms to avoid possible abuses of power by controlling shareholders. Promoting transparency in 

ownership structures and enhancing shareholder rights will ensure that all stakeholders get an equitable share of the benefits 

from the firm’s success. 
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