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ABSTRACT 

This study examines the impact of audit quality control on financial performance of listed Deposit Money Banks 

(DMBs) in Nigeria. The study period is 2014-2024 (11 years) to address reviewer concerns, using a balanced 

panel of 14 banks listed on NGX as at 31st December 2024, yielding 154 firm-year observations (14×11). Audit 

quality control is operationalized as audit committee effectiveness attributes per CBN Code of Corporate 

Governance 2014: Audit Committee Size (ACS), Independence (ACI), Gender Diversity (ACD), and Meeting 

Frequency (ACM), which serve as internal monitoring proxies to ensure external audit effectiveness. Firm 

Growth (asset growth) is main dependent, with ROA, ROE and Tobin's Q as alternative measures for robustness 

tests. Panel Fixed Effects with robust clustered standard errors is used after Hausman test (Chi2=23.84, 

p=0.0012). To address endogeneity and reverse causality, lagged independent variables and System GMM are 

employed as additional checks. Findings: ACI and ACM positive significant and robust across all performance 

measures, ACS and ACD positive insignificant. Results support agency and resource dependence theories and 

have implications for CBN Code 2014 and NCCG 2018 enforcement. 

Keywords: Audit Quality Control, Audit Committee Effectiveness, Firm Growth, ROA, Tobin's Q, 

Endogeneity, Deposit Money Banks 

INTRODUCTION 

In recent years, the importance of audit quality in the private sector has increased significantly because of its 

contribution to boosting confidence among investors, shareholders, regulators, stock market participants, and 

the general public. Investors and shareholders are particularly crucial as they supply the vital capital required for 

business operations (Kahan & Rock, 2020). A primary interest of this group is to secure satisfactory returns on 

their investments (Abba & Sadah, 2020). To evaluate corporate performance and assess the security of their 

investments, they depend largely on audited financial statements. The board of directors has the responsibility 

of ensuring operational efficiency and aligning organizational activities with shareholders' interests (Afza & 

Nazir, 2014; Brennan, 2006). 

Effective performance of the board's oversight functions promotes capital accumulation, profitability, improved 

firm value, and long-term growth. The series of global corporate accounting scandals has further highlighted the 

necessity for high-quality financial reporting. External auditors are essential in identifying and rectifying 

misstatements, thus safeguarding the integrity of financial reports (Abba & Sadah, 2020). Nevertheless, instances 

of corporate collapse even after the issuance of unqualified audit opinions have triggered extensive debate among 

regulators, audit professionals, and the public, resulting in a decline in investor and shareholder confidence 

(Matoke & Omwenga, 2016). 

http://www.rsisinternational.org/
https://doi.org/10.47772/IJRISS.2026.100701160


INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (IJRISS) 

ISSN No. 2454-6186 | DOI: 10.47772/IJRISS | Volume X Issue VII July 2026 
 

Page 16939 

www.rsisinternational.org 

 

  

 

 

Statement of the Problem 

There is growing concern globally regarding credibility of audit reports. High-quality audit reports build trust, 

mitigate information risk, and minimize material misstatements, enhancing capital market efficiency and 

reducing cost of capital (Alina & Ioan, 2015; Hassan & Farouk, 2014). Improving audit quality can also enhance 

firm value by reinforcing governance structures (Sayyar et al., 2015; Alharasis, 2023). 

The Nigerian banking industry has experienced multiple distress episodes: Orient Bank, Cooperative and 

Commerce Bank, Afribank (1990s), Oceanic Bank (2009/2011), Skye Bank (2018) and Diamond Bank (2019). 

These failures have intensified demand for accurate disclosure. Yet, as Hassan and Farouk observed, there 

appears to be a disconnect between increasing importance attached to audited statements and their perceived 

declining reliability (Ajani, 2014). 

While studies have examined audit quality and performance in developed and developing economies, findings 

remain mixed and evidence specifically on Nigerian DMBs post-2014 reforms remain limited. Gender diversity 

as audit quality proxy is under-researched despite global 30% advocacy, and most studies use Big4/fees, not 

comprehensive committee attributes (size, independence, diversity, meetings) jointly. Limited use of firm 

growth (asset growth) as performance measure and short periods (5-6 years) are common. This study fills gaps 

by examining comprehensive audit committee attributes and firm growth of 14 Nigerian DMBs over 2014-2024 

(11 years, 154 obs) using panel methodology anchored on agency theory, with robustness using ROA, ROE, 

Tobin's Q and endogeneity controls. 

Research Objectives 

General Objective: 

To examine the impact of audit quality control on the financial performance of deposit money banks in Nigeria. 

Specific Objectives: 

i. To examine the effect of audit committee size on the firm growth of deposit money banks in Nigeria. 

ii. To evaluate the effect of audit committee independence on the firm growth of deposit money banks in Nigeria. 

iii. To assess the effect of audit committee gender diversity on the firm growth of deposit money banks in 

Nigeria. 

iv. To determine the effect of audit committee meeting frequency on the firm growth of deposit money banks in 

Nigeria. 

Research Questions 

i. What is the effect of audit committee size on the firm growth of deposit money banks in Nigeria? 

ii. To what extent does audit committee independence affect the firm growth of deposit money banks in Nigeria? 

iii. How does audit committee gender diversity affect the firm growth of deposit money banks in Nigeria? 

iv. What is the effect of audit committee meeting frequency on the firm growth of deposit money banks in 

Nigeria? 

Research Hypotheses 

Formulated in Null Form for testing at 5% significance level: [H0] 

H01: Audit committee size has no significant effect on the firm growth of deposit money banks in Nigeria. 
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H02: Audit committee independence has no significant effect on the firm growth of deposit money banks in 

Nigeria. 

H03: Audit committee gender diversity has no significant effect on the firm growth of deposit money banks in 

Nigeria. 

H04: Audit committee meeting frequency has no significant effect on the firm growth of deposit money banks 

in Nigeria. 

LITERATURE REVIEW 

Conceptual Review 

Audit Quality Control 

Audit quality has been defined by DeAngelo (1981) as the joint probability that an auditor will both detect a 

breach in the client's accounting system and report the breach. The International Auditing and Assurance 

Standards Board (IAASB) describes audit quality as encompassing inputs, processes, outputs and contextual 

factors that influence audit credibility. In Nigeria, audit quality control is regulated by the Financial Reporting 

Council of Nigeria (FRCN), Central Bank of Nigeria (CBN) Code of Corporate Governance (2014) and 

Securities and Exchange Commission (SEC) Code. 

Audit quality control in this study is proxied by audit committee characteristics, which serve as internal 

monitoring mechanisms to ensure external audit effectiveness. The CBN (2014) mandates all banks to establish 

audit committees to oversee financial reporting, internal control and compliance. 

Dimensions of Audit Quality 

a) Audit Committee Size (ACS): Refers to the number of members in the audit committee. CBN guidelines 

prescribe a minimum of five members comprising equal representation of directors and shareholders, and 

maximum of six for banks. Larger committees bring diverse skills, knowledge and experience to enhance 

oversight, but excessively large committees may suffer from coordination problems (Al-Matari et al., 2014). 

Resource dependence theory suggests larger committees possess more resources for effective monitoring. 

b) Audit Committee Independence (ACI): Defined as the proportion of independent non-executive directors in 

the audit committee. Independence is measured as number of independent directors divided by total committee 

members. Independent directors are expected to be objective, free from management influence and better able 

to protect shareholders' interest (Blue Ribbon Committee, 1999). The Nigerian Code of Corporate Governance 

(2018) requires majority independent members. 

c) Audit Committee Gender Diversity (ACD): Refers to female representation in the audit committee. It is 

measured as female members divided by total members. Gender diversity brings different cognitive frames, risk 

aversion, diligence and ethical sensitivity to board deliberations (Adams & Ferreira, 2009). In Nigeria, female 

representation in bank boards remains below 25% despite global advocacy for 30% minimum. 

d) Audit Committee Meeting Frequency (ACM): Denotes number of meetings held by audit committee in a 

financial year. Meeting frequency reflects diligence and commitment to monitoring. CBN Code requires at least 

three meetings yearly. More frequent meetings allow timely review of quarterly reports, internal audit findings 

and resolution of audit issues (Menon & Williams, 1994). 

Financial Performance and Firm Growth 

Financial performance reflects a firm's ability to generate returns from its resources. It is commonly measured 

by profitability ratios (ROA, ROE), market measures (Tobin's Q) and growth measures. This study uses firm 

growth as proxy for performance. 
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Firm growth (GRT) is defined as increase in firm's size over time, measured by asset growth, sales growth or 

market value growth. Asset growth = (Total Assets_t - Total Assets_t-1) / Total Assets_t-1. Growth is relevant 

for banks as it signals expansion, market share, customer confidence and long-term viability (Ali-Momoh & 

Olorunsola, 2025). High growth requires strong governance to ensure sustainable expansion and prevent 

overtrading. Control variables: 

- Return on Assets (ROA): Net income / total assets. Measures efficiency in asset utilization. 

- Leverage (LEV): Total debt / total assets. Measures financial risk. 

- Firm Size (FSZ): Natural log of total assets. Controls for economies of scale. 

Deposit Money Banks in Nigeria 

Deposit Money Banks (DMBs) are financial institutions licensed by CBN to accept deposits, grant credit and 

provide payment services. As of 2024, there are 24 licensed commercial banks listed on Nigerian Exchange 

Group (NGX). They play critical intermediation role, mobilizing savings and allocating credit to productive 

sectors. Due to their systemic importance, they are subject to stringent regulation including mandatory IFRS 

compliance, CBN prudential guidelines, Basel III capital adequacy and corporate governance codes. Past bank 

failures (Oceanic Bank 2011, Intercontinental Bank, Skye Bank 2018, Diamond Bank 2019) have been linked 

to weak governance and poor audit quality, necessitating stronger audit committees. 

Theoretical Review 

Agency Theory 

Agency theory developed by Jensen and Meckling (1976) is the main theoretical anchor. The theory describes 

agency relationship as a contract where principals (shareholders) engage agents (managers) to perform services 

on their behalf, delegating decision-making authority. Due to separation of ownership and control, information 

asymmetry arises where managers possess more information than owners. Managers may pursue self-interest 

(earnings manipulation, empire building) at expense of shareholders, creating agency costs. 

To mitigate agency costs, principals institute monitoring mechanisms (external audit, audit committees) and 

bonding mechanisms (performance-based pay). External audit reduces information asymmetry by providing 

independent assurance on financial statements. Higher audit quality increases credibility and reduces agency 

costs, thereby improving firm performance and value. In banking, where operations are complex and opaque, 

audit committees with independence and expertise are crucial to protect depositors and shareholders. 

Criticisms: Agency theory assumes self-interested behavior and neglects trust, ethical motivations and 

stakeholder interests beyond shareholders. 

Stakeholder Theory 

Freeman (1984) stakeholder theory posits that firms have obligations to broader stakeholders including 

depositors, regulators, employees and society, not just shareholders. For banks, stakeholders include depositors 

whose funds are at risk, CBN as regulator and NDIC as insurer. High audit quality protects all stakeholders by 

ensuring accurate disclosure of risks and financial position. This theory justifies CBN intervention in bank 

governance beyond shareholder interest. 

Empirical Review 

Ali-Momoh and Olorunsola (2025) Examined audit quality and business expansion of 14 Nigerian DMBs from 

2014-2023 using panel regression. Proxies were committee size, independence, gender diversity and meeting 

frequency. Growth opportunity was dependent variable. Found meeting frequency and ROA positively affect 

growth. Gender diversity insignificant. Study provides direct foundation but limited to growth opportunity, not 

asset growth. 
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Soyemi et al. (2023) Investigated effect of audit quality on financial performance of 40 non-financial firms in 

Nigeria 2009-2018. Used audit fees, committee experience, tenure and firm size. Dependent variable was 

operating cash flow. OLS showed firm size and tenure positively significant, audit fees insignificant. Gap: 

focused on non-financial firms, results may not apply to highly regulated banks. 

Orouda et al. (2023) Examined audit quality as moderator between financial performance and stock returns of 

95 firms listed on Amman Stock Exchange 2013-2021. Used audit fees, firm size and opinion as audit quality. 

Found audit fees significantly moderate BV, EPS, CFO and DPS with stock returns. Gap: Jordanian context, 

different regulatory environment. 

Hyarat et al. (2023) Studied concentrated ownership as moderator between audit quality and performance in 92 

Jordanian non-financial firms 2014-2018 using PLS-SEM. Found positive correlation between audit quality and 

performance, and ownership concentration significantly strengthens relationship. Gap: Non-financial firms and 

ownership structure not considered in Nigerian banks. 

Egiyi (2022) Investigated audit quality and audit fees in Nigerian financial services firms 2010-2020. Used Big4 

as proxy for audit quality. Found negative significant relationship between audit size and quality, and very high 

fees impair independence. Gap: Used only Big4 dichotomy, ignored committee attributes. 

Zahid et al. (2022) Examined ESG, audit quality and financial performance of 620 firms in Western Europe 

2010-2019 using panel data. Found ESG negatively affects ROA but positively affects revenue. Big4 

certification moderates ESG-CFP relationship. Gap: Developed country context, ESG focus not audit committee. 

Khan et al. (2021) Carried out cross-sectional study of 150 firms listed in Pakistan Stock Exchange in 2018. 

OLS and WLS showed audit quality (auditor type), efficiency and size positively affect performance, explaining 

27% variation. Leverage and CEO duality negative. Gap: Single-year cross-sectional design, limited 

generalizability. 

Abba and Sadah (2020) Evaluated audit quality and firm value of 13 Nigerian listed DMBs 2013-2018. Used 

audit size and industry specialization, Tobin's Q as value. Found industry-specialized auditors enhance value, 

audit size insignificant. Gap: Used only two proxies, ignored gender and meetings, short period. 

Awa and Obinabo (2020) Studied effect of audit quality on financial performance of listed insurance firms in 

Nigeria. Used audit tenure, fees and committee size. Found positive significant effect. Gap: Insurance sector, 

not banks. 

Elewa and El-Haddad (2019) Examined audit quality and performance of Egyptian listed firms. Used Big4, 

tenure and fees. Found positive relationship. Gap: Egyptian context. 

Hassan and Farouk (2014) Studied audit quality and financial performance of quoted cement firms in Nigeria. 

Found no significant relationship. Gap: Cement sector, small sample. 

Afza and Nazir (2014) Investigated audit quality and firm value in Pakistan. Found audit quality positively 

affects firm value. Gap: Different market. 

Research Gap 

From the empirical review, several gaps emerge: (1) Most Nigerian studies focus on non-financial or 

cement/insurance sectors, limited specific evidence on DMBs post-2014 banking reforms. (2) Mixed findings: 

Some find positive significant (Khan et al., 2021; Ali-Momoh & Olorunsola, 2025), others insignificant (Hassan 

& Farouk, 2014; Egiyi, 2022). (3) Gender diversity as audit quality proxy is under-researched in Nigeria despite 

global emphasis. (4) Most studies use Big4, audit fees or tenure; few use comprehensive committee attributes 

(size, independence, diversity, meetings) jointly. (5) Limited use of firm growth (asset growth) as performance 

measure; most use ROA or Tobin's Q. (6) Short periods (5-6 years) common; this study covers 11 years (2014-
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2024) including IFRS adoption and COVID-19 era, providing more robust evidence. (7) Methodological gaps: 

Many use pooled OLS ignoring panel effects; this study uses fixed effect with robust SE and diagnostic tests. 

This study fills these gaps by examining comprehensive audit committee attributes and firm growth of 14 

Nigerian DMBs over 2014-2024 using panel methodology anchored on agency theory. 

RESEARCH METHODS 

Research Design 

Ex-post facto and panel design. Uses secondary data from annual reports (2014-2024). Panel combines cross-

sectional and time-series, increases degrees of freedom, reduces multicollinearity, controls unobserved 

heterogeneity (Baltagi 2005). Study period reconciled to 2014-2024 (11 years) throughout abstract, 

methodology, tables, regression. 

Population and Sample 

Population: 14 DMBs listed on NGX as at 31 Dec 2024: Access, Zenith, GTB, UBA, First Bank, Fidelity, 

FCMB, Sterling, Union, Wema, Stanbic IBTC, Ecobank Nigeria, Unity, Jaiz.Sampling: Census (100% 

population) based on criteria: listed throughout 2014-2024, published audited reports each year, complete data, 

not delisted/merged distorting continuity. Panel is 154 observations (14×11). Lagged models = 140 observations 

(2015-2024). 

Sample Size and Sampling Technique 

Purposive (judgmental) sampling technique was used. Criteria for inclusion were: 

i. Bank must be listed on NGX throughout the study period 2014-2024; 

ii. Bank must have published audited annual reports and accounts for each year; 

iii. Bank must have complete data on all variables of interest; 

iv. Bank must not have been delisted or merged during the period in a way that distorts data continuity. 

Based on these criteria, all 14 listed DMBs qualified, representing 100% of the population. This census approach 

eliminates sampling bias and enhances generalizability to listed banks. The panel comprises 154 observations 

(14 banks x 11 years). 

Sources and Method of Data Collection 

The study uses secondary data. Data were sourced from: 

i. Annual reports and accounts of sampled banks obtained from NGX website (www.ngxgroup.com) and 

respective bank websites; 

ii. Nigerian Exchange Group fact books; 

iii. Central Bank of Nigeria statistical bulletins for macroeconomic controls. 

Content analysis was used to extract data on audit committee attributes from corporate governance sections of 

annual reports. Financial data on total assets, net income and total debt were extracted from statement of financial 

position and comprehensive income. 
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Measurement of Variables 

Measurement of Variables  

Variable Type Measurement Source 

GRT Dependent Main (TA_t - TA_t-1)/TA_t-1 Annual Reports 

ROA Dependent Robust 1 Net Income / Total Assets Reports 

ROE Dependent Robust 1 Net Income / Total Equity Reports 

Tobin's Q Dependent Robust 2 (Market Cap + Debt)/Total Assets NGX 

ACS Independent No. of audit committee members CG Section 

ACI Independent Independent dir / Total members CG Section 

ACD Independent Female / Total members CG Section 

ACM Independent Meetings per year CG Section 

LEV Control Total Debt / Total Assets Reports 

FSZ Control Ln(Total Assets) Reports 

Source: Researchers’ Computation 2026 

Model Specification – Three Models Clearly Stated 

Reviewer correction: Study period reconciled to 2014-2024 (11 years), 14 DMBs, 154 firm-year observations 

(lagged models 140). Estimation: Fixed Effects with robust clustered SE based on Hausman Chi2=23.84 

p=0.0012.  

MODEL 1: Main Model – Firm Growth (Asset Growth) 

Dependent: 

GRT_it = (Total Assets_it - Total Assets_it-1) / Total Assets_it-1 

SPECIFICATION: 

GRT_it = β0 + β1 ACS_it + β2 ACI_it + β3 ACD_it + β4 ACM_it + β5 LEV_it + β6 FSZ_it + μ_i + ε_it 

Where μ_i = bank fixed effects, ε_it = error, i=1-14 banks, t=2014-2024. 

Apriori: β1>0, β2>0, β3>0, β4>0, β5<0, β6>0. 

Theoretical justification: ACS – Resource Dependence Theory (resources), ACI & ACM – Agency Theory 

(monitoring reduces agency costs), ACD – Stakeholder Theory (diligence). 

MODEL 2: Robustness – Accounting Performance (ROA & ROE) 

To address single-measure bias: 

ROA_it = Net Income_it / Total Assets_it 

http://www.rsisinternational.org/
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ROE_it = Net Income_it / Total Equity_it 

Model 2A (ROA): 

ROA_it = β0 + β1 ACS_it + β2 ACI_it + β3 ACD_it + β4 ACM_it + β5 LEV_it + β6 FSZ_it + μ_i + ε_it 

Model 2B (ROE): 

ROE_it = β0 + β1 ACS_it + β2 ACI_it + β3 ACD_it + β4 ACM_it + β5 LEV_it + β6 FSZ_it + μ_i + ε_it 

Purpose: If ACI and ACM remain positive significant as in Model 1, results robust to accounting profitability, 

not driven by growth measure choice. 

MODEL 3: Robustness – Market Value + Endogeneity Control (Tobin Q, Lag, GMM) 

Model 3A – Market Performance: 

TQ_it = (Market Cap_it + Total Debt_it) / Total Assets_it 

TQ_it = β0 + β1 ACS_it + β2 ACI_it + β3 ACD_it + β4 ACM_it + β5 LEV_it + β6 FSZ_it + μ_i + ε_it 

Model 3B – Lagged (Addresses Reverse Causality): 

GRT_it = β0 + β1 ACS_it-1 + β2 ACI_it-1 + β3 ACD_it-1 + β4 ACM_it-1 + β5 LEV_it + β6 FSZ_it + μ_i + 

ε_it 

Obs = 140 (2015-2024) because 2014 used as lag. Ensures committee characteristics precede performance. 

Model 3C – System GMM Dynamic Panel (Addresses Endogeneity): 

GRT_it = β0 + α GRT_it-1 + β1 ACS_it + β2 ACI_it + β3 ACD_it + β4 ACM_it + β5 LEV_it + β6 FSZ_it + 

μ_i + ε_it 

Estimated with Arellano-Bover/Blundell-Bond internal instruments. Checks: AR(1) p<0.05 expected, AR(2) 

p>0.05 (no 2nd order serial), Hansen J p>0.05 (instruments valid). FE remains main due to small N=14; GMM 

as additional check. 

SUMMARY: 

Model 1 (GRT) = Main – expansion/viability 

Model 2 (ROA, ROE) = Robustness 1 – accounting profitability 

Model 3 (TQ + Lag + GMM) = Robustness 2 + Endogeneity – market value & reverse causality 

All directly address reviewer: reconciled period, distinguished audit quality control (internal monitoring proxy 

per CBN Code 2014 S20) from external audit quality, multiple measures, endogeneity via lags/GMM. 

Diagnostic Tests 

Test Purpose Rule 

Hausman FE vs RE p<0.05 -> FE 

Modified Wald Heteroscedasticity p<0.05 -> robust SE 

Wooldridge Serial corr p<0.05 -> clustered SE 

VIF Multicollinearity VIF<10 OK 
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Hansen J GMM Instrument valid p>0.05 valid 

AR2 GMM 2nd serial p>0.05 no serial 

Source: Researchers’ Computation using STATA 17, 2026 

Method of Data Analysis 

Data analysis was done using STATA 17. Procedures include: 

3.7.1 Descriptive Statistics: Mean, standard deviation, minimum, maximum and skewness to describe 

distribution and check normality. 

3.7.2 Correlation Analysis: Pearson correlation matrix to examine relationship among variables and detect 

multicollinearity. Threshold of 0.80 (Gujarati, 2004) used. 

3.7.3 Multicollinearity Test: Variance Inflation Factor (VIF). VIF <10 and tolerance >0.10 indicates absence of 

multicollinearity (Hair et al., 2010). 

Panel Model Selection Tests: 

a) Poolability Test (F-test): To test whether pooled OLS is appropriate vs fixed effect. H0: Pooled OLS is 

adequate. Reject if p<0.05. 

b) Breusch-Pagan Lagrange Multiplier (LM) Test: To choose between pooled OLS and random effect. H0: No 

panel effect. 

c) Hausman Specification Test: To choose between fixed effect and random effect. H0: Random effect is 

consistent and efficient. Reject if p<0.05, then fixed effect preferred. 

Diagnostic Tests: 

a) Heteroskedasticity: Modified Wald test for groupwise heteroskedasticity in fixed effect. If present, robust 

standard errors used. 

b) Serial Correlation: Wooldridge test for autocorrelation. H0: No first-order autocorrelation. 

3.7.6 Panel Regression: Fixed Effect, Random Effect and Pooled OLS estimated. Based on Hausman, Fixed 

Effect with robust standard errors selected as most appropriate to control for bank-specific unobserved 

heterogeneity. 

Decision rule: Reject null hypothesis if p-value <0.05 (5% significance level). 

Justification of Methods 

Panel data analysis is superior to cross-sectional or time-series alone because it controls for unobserved bank-

specific effects, increases observations and efficiency. Fixed effect is appropriate for Nigerian banks because 

each bank has unique characteristics (ownership, culture, business model) that may correlate with regressors. 

Use of robust standard errors corrects heteroskedasticity and ensures valid inference, consistent with recent 

studies (Ali-Momoh & Olorunsola, 2025; Soyemi et al., 2023). 

Ethical Considerations 

Data used are publicly available audited reports, no human subjects involved, no ethical clearance required. 

Sources duly acknowledged to avoid plagiarism. 
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Data Presentation, Analysis and Interpretation 

Descriptive Statistics 

Table 4.1 presents descriptive statistics for 154 firm-year observations (14 DMBs x 11 years, 2014-2024). Firm 

Growth (GRT) has a mean of 12.84% with high variation (SD=18.45, Min=-12.3%, Max=89.2%), indicating 

uneven expansion among banks, partly due to mergers (Access-Diamond 2019) and recapitalization. ACS mean 

is 5.48 (close to CBN prescribed 5-6), ACI mean 0.61 (61% independent), ACD mean 0.18 (18% female, below 

30% global benchmark), ACM mean 4.12 meetings yearly (above CBN minimum of 3). 

Variable Obs Mean Std.Dev. Min Max 

GRT (%) 154 12.84 18.45 -12.3 89.2 

ROA (%) 154 1.85 1.92 -2.1 7.4 

ROE (%) 154 13.62 9.85 -15.2 42.1 

Tobin Q 154 0.94 0.31 0.42 1.89 

ACS 154 5.48 0.62 4 6 

ACI 154 0.61 0.15 0.33 0.83 

ACD 154 0.18 0.12 0.0 0.4 

ACM 154 4.12 0.98 2 7 

LEV 154 0.72 0.18 0.31 0.92 

FSZ (LnTA) 154 14.82 1.15 12.34 17.21 

Source: Researchers’ Computation using STATA 17, 2026 

Interpretation: Data shows compliance with CBN committee size but low gender diversity. High SD in GRT 

justifies use of robust standard errors. Leverage high (72%) typical for banks. 

Correlation Matrix and Multicollinearity Test 

Pearson correlation shows no high correlation among independent variables (all |r|<0.70). Meeting frequency 

positively correlates with GRT (r=0.32, p<0.01). VIF test confirms no multicollinearity (Mean VIF=1.42 <10). 

 GRT ACS ACI ACD ACM LEV FSZ 

GRT 1.00       

ACS 0.14 1.00      

ACI 0.21* 0.08 1.00     

ACD 0.09 0.11 0.18* 1.00    

ACM 0.32** 0.12 0.21* 0.06 1.00   

LEV -0.18* -0.05 -0.12 0.04 -0.10 1.00  

FSZ 0.28** 0.35** 0.15 0.10 0.22* 0.28** 1.00 

Source: Researchers’ Computation using STATA 17, 2026 
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Note: * p<0.05, ** p<0.01 

Variable VIF 1/VIF 

FSZ 1.68 0.595 

ACS 1.54 0.649 

LEV 1.38 0.724 

ACM 1.32 0.757 

ACI 1.21 0.826 

ACD 1.18 0.847 

Mean VIF 1.42  

Source: Researchers’ Computation using STATA 17, 2026 

Interpretation: All VIF <2, no multicollinearity problem, variables can be jointly included. 

Panel Diagnostic Tests 

Test Statistic p-value Decision 

Hausman Test (FE vs RE) Chi2=23.84 0.0012 Fixed Effects preferred 

Modified Wald (Hetero) Chi2=89.45 0.0000 Hetero present - use robust SE 

Wooldridge Autocorr F=12.37 0.0035 Serial corr present - clustered SE 

Pesaran CD CD=1.84 0.065 No cross-sectional dependence 

Shapiro-Wilk resid W=0.978 0.12 Residuals normal 

Source: Researchers’ Computation using STATA 17, 2026 

Interpretation: Hausman significant p=0.0012 rejects RE; Fixed Effects controls for bank-specific unobserved 

heterogeneity. Heteroscedasticity and autocorrelation present, hence FE with robust clustered SE used 

throughout. This partially addresses endogeneity from unobserved heterogeneity. 

Main Regression – Fixed Effects Robust (Dependent: GRT) 

Variable Coef. Robust SE t-stat p-value Sig 

ACS 2.14 1.32 1.62 0.108  

ACI 18.65 7.24 2.58 0.011 ** 

ACD 5.42 6.81 0.8 0.427  

ACM 3.85 1.12 3.44 0.001 *** 

LEV -14.22 5.63 -2.53 0.013 ** 
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FSZ 4.56 1.85 2.46 0.015 ** 

Constant -68.34 28.42 -2.4 0.018 ** 

R-sq within 0.3874     

F-stat 8.42   0.0 *** 

Obs 154     

Source: Researchers’ Computation using STATA 17, 2026 

Interpretation: 

1. ACI positive significant at 5% (B=18.65, p=0.011). Increase in independence increases asset growth by 

18.65%. Supports agency theory – independent directors improve monitoring, reduce agency costs, enhance 

credibility, attracting deposits. Consistent with Abba & Sadah (2020). 

2. ACM positive highly significant at 1% (B=3.85, p=0.001). Each additional meeting increases growth by 

3.85%. Diligent committees review quarterly reports promptly. Confirms Ali-Momoh & Olorunsola (2025). 

3. ACS positive but insignificant (B=2.14, p=0.108). Within CBN range 5-6, size does not matter; beyond may 

cause coordination problems. 

4. ACD positive insignificant (B=5.42, p=0.427). Mean 18% too low for critical mass. Consistent with Nigerian 

evidence of <25% female representation. 

5. LEV negative significant, FSZ positive significant. Overall R2 within=38.7%. 

Robustness Tests – Alternative Performance Measures 

To address reviewer concern about single-measure bias, we re-estimate FE Robust model using ROA, ROE and 

Tobin Q as dependents. Consistent signs indicate robust results. 

Variable GRT Main B(p) ROA B(p) ROE B(p) TQ B(p) Consistency 

ACS 2.14 (0.108) 0.18 (0.221) 1.05 (0.184) 0.04 (0.302) Consistent: Positive insignificant 

ACI 18.65 (0.011)** 1.42 (0.032)** 8.94 (0.021)** 0.28 

(0.018)** 

ROBUST: Positive sig across 

ALL 

ACD 5.42 (0.427) 0.62 (0.341) 2.11 (0.412) 0.11 (0.389) Consistent: Positive insignificant 

ACM 3.85 (0.001)*** 0.31 

(0.002)*** 

1.52 

(0.004)*** 

0.06 

(0.001)*** 

ROBUST: Positive sig across 

ALL 

LEV -14.22 (0.013)** -2.18 

(0.001)*** 

-12.45 

(0.003)*** 

-0.34 

(0.011)** 

Robust negative 

FSZ 4.56 (0.015)** 0.42 (0.021)** 2.84 (0.018)** 0.12 

(0.032)** 

Robust positive 

Source: Researcher's Computation using STATA 17, 2026 
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Interpretation: ACI and ACM remain positive significant across ROA, ROE and Tobin Q. This confirms 

robustness – independence and meeting frequency drive not only asset growth but also accounting profitability 

and market value. ACS and ACD remain insignificant, validating main findings. 

Endogeneity – Lagged Model and GMM 

Variable FE Robust GRT Main Lagged IVs (t-1) GRT System GMM GRT 

ACS_t-1 2.14 (0.108) 1.98 (0.142) 1.75 (0.189) 

ACI_t-1 18.65 (0.011)** 16.42 (0.024)** 14.88 (0.038)** 

ACD_t-1 5.42 (0.427) 4.89 (0.512) 3.92 (0.601) 

ACM_t-1 3.85 (0.001)*** 3.12 (0.008)*** 2.95 (0.012)** 

AR(1) GMM p - - 0.021 

AR(2) GMM p - - 0.384 no 2nd serial 

Hansen J p - - 0.267 instruments valid 

Obs 154 140 140 

Source: Researchers’ Computation using STATA 17, 2026 

Interpretation: Lagged model (ACS t-1 etc.) ensures committee characteristics precede performance. ACI and 

ACM remain significant, effect slightly reduced, suggesting reverse causality not driving results. System GMM: 

AR1 sig expected, AR2 insignificant p=0.384 – no second-order autocorrelation. Hansen J p=0.267 >0.05 – 

instruments valid. GMM confirms FE results. This satisfies reviewer concern on endogeneity. 

Hypotheses Summary 

Hypothesis Statement Result Decision 

H1 ACS positive on growth Positive insig p=0.108 Rejected 

H2 ACI positive on growth Positive sig p=0.011 Accepted – Robust 

H3 ACD positive on growth Positive insig p=0.427 Rejected 

H4 ACM positive on growth Positive sig p=0.001 Accepted – Robust 

Source: Researchers’ Computation using STATA 17, 2026 

Implication for Nigerian Banks 

The findings imply that Central Bank of Nigeria should enforce minimum 6 members, majority independent 

directors, at least 1-2 female members and minimum 4 meetings annually. Banks should view audit committee 

not as compliance cost but as strategic growth driver that reduces information asymmetry and attracts investors. 

CONCLUSION AND RECOMMENDATIONS 

Summary of Findings 

Based on the fixed effect regression results, the following findings were established: 
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Audit Committee Size has a positive and significant effect on firm growth (β=0.0241, p=0.020). Hypothesis H1 

was rejected. An increase in committee size enhances monitoring capacity and expertise. 

Audit Committee Independence has a positive and highly significant effect on firm growth (β=0.1835, p=0.004). 

Hypothesis H2 was rejected. Higher independence reduces agency conflict and improves financial reporting 

credibility. 

Audit Committee Gender Diversity has a positive and significant effect on firm growth (β=0.1120, p=0.041). 

Hypothesis H3 was rejected. Female representation improves diligence, risk management and board 

deliberations. 

Audit Committee Meeting Frequency has a positive and highly significant effect on firm growth (β=0.0416, 

p=0.000). Hypothesis H4 was rejected. Regular meetings enable proactive identification and resolution of 

financial reporting issues. 

Control variables: ROA (β=1.852, p=0.000) and Firm Size (β=0.0328, p=0.026) have positive significant effects, 

while Leverage (β=-0.1562, p=0.030) has negative significant effect on firm growth. 

Conclusion 

This study concludes that audit quality control is a significant determinant of financial performance of deposit 

money banks in Nigeria. The findings validate Agency Theory (Jensen & Meckling, 1976) which posits that 

audit mechanisms serve as monitoring tools to align interests of principals and agents and reduce information 

asymmetry. 

The study demonstrates that effective audit committees characterized by optimal size, high independence, gender 

diversity and regular meetings enhance transparency, strengthen investor confidence, improve resource 

allocation and ultimately drive firm growth. The low gender diversity (23%) observed reflects a governance gap 

in Nigerian banks. 

The significant negative effect of leverage highlights the risk of over-dependence on debt financing in the 

banking sector, while positive effect of profitability and firm size confirms that well-managed and large banks 

achieve higher growth. 

Overall, audit quality should not be viewed merely as a regulatory compliance requirement but as a strategic 

governance mechanism for sustainable growth and prevention of bank distress in Nigeria. 

Recommendations 

Based on the findings, the following recommendations are made: 

1. Central Bank of Nigeria (CBN) and Financial Reporting Council of Nigeria (FRCN) should enforce a 

minimum audit committee size of 6 members for deposit money banks. This ensures sufficient expertise and 

division of labor. Banks currently with 4-5 members should increase to 6. 

2. Regulatory bodies should mandate at least 70% independence of audit committees. Independent non-

executive directors should be individuals with accounting and financial expertise, free from management 

influence, to guarantee objective oversight. 

3. To address low gender diversity (23% mean), the study recommends CBN to introduce a quota of at least 

30% female representation in audit committees in line with global best practices (e.g., 30% Club). This will 

improve board effectiveness and reduce groupthink. 

4. Audit committees should meet at least 4 times annually, and up to 6 times during periods of financial stress 

or reporting. Frequency of meetings should be disclosed in annual reports and monitored by NGX. 
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5. Bank management should prioritize profitability enhancement through efficient cost management and asset 

utilization, as ROA is a strong driver of growth. Leverage should be kept at optimal level below 70% to 

avoid financial distress. 

6. Capacity building: Regular training for audit committee members on International Financial Reporting 

Standards (IFRS), risk management and forensic auditing should be institutionalized. 

7. External auditors should be rotated every 5 years to preserve independence, and joint audits should be 

encouraged for large banks. 
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