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Introduction 
he concept of Corporate governance has dominated the 

policy agenda of most developed market economies 

especially among large businesses overtime and 

recently it is equally gaining acceptability in the developing 

economies (Haselip, et’al., 2015). Regulators, practioners 

scholars, corporate entities, governments tend to focus 

attention on the corporate governance more aggressively at 

the occurrences of financial crisis in order to promotes 

investors’ confidence and to attracts more investment 

opportunities in the long run (Nyinareza, Mbabazize & Shukla, 

2015). Corporate governance is an essential mechanism for the 

building investors’ confidence, increase competitive advantage 

and improvement of economic growth thereby bringing 

development (Todorovic, 2013).  
Corporate governance is said to be a set of inter-related 

procedures through which businesses are directed and 

controlled (Cadbury, 1992). The fundamental role of corporate 

governance is to minimized conflicts of interest between 

management and shareholders which is principal-agent 

relationship arising from separation of ownership and control 

(Bhaduri & Selarka, 2016; Bushman & Smith, 2003; Fama & 

Jesen, 1983; Jensen & Meckling, 1976). In today’s business 
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environment, corporate governance has been given the necessary deserving attention 

and overtime corporate accountability and financial reporting standards have been 

focused on international level. These growing need for accountability and transparency 

with regards to shareholder’s wealth and interests give rise to the fundamental 

importance of corporate governance to businesses in order to enhance their performance 

(Jones et’al., 2017; Rokhmawati & Gunardi, 2017; Rokhmawati et’al., 2017).  

According to Ogbulu and Emini (2012), an effective corporate governance decentralizes 

powers and creates a room for checks and balances which is a bases of assurance that 

management invest in a positive net present value projects to generate reasonable level 

of profitability thereby maximizing shareholder’s wealth and enhancing the relationship 

between shareholders and management to be characterized by accountability, 

transparency, value for money and fairness. Corporate governance is a fundamental 

concept that relates to the way in which financial, human and material resources available 

to businesses are utilize judiciously to the overall corporate objective of the business. 

Corporate governance concept is about building credibility, ensuring accountability and 

transparency as well as maintaining an effective medium of information disclosure that 

would foster good corporate performance (Onakoya, Ofoegbu & Fasanya 2011). 

Corporate governance can therefore be said to be the strategies, procedures, structures 

and tools by which the affairs of organizations and institutions are directed, controlled 

previous studies on corporate governance are largely limited to financial institutions and 

non-oil sector, thereby neglecting an in-depth analysis in to the activities of oil and gas 

firms in Nigeria. This study seek to critically review the moderating effect of political 

connection on the relationship between corporate governance and financial 

performance of Nigerian listed oil and gas firms. Based on the review, the study identify 

the key role of political connection as a moderator of the relationship between corporate 

governance and financial performance. The reason for this important part played by 

political connection as a moderator is based on the fact that political connections is seen 

to play a significant role in emerging and developing countries like Nigeria. In line with 

the findings, it is recommended that companies should ensure that boards are effective 

in the performance of their roles of monitoring the activities of management for improve 

performance and attention should be focus on efficiency of board meetings rather than 

on frequency due to its significant positive effect on financial performance. Also, 

companies should include in their boards of directors individuals with core competencies 

that improve the collective board productivity and there should be presence of 

politically-connected individuals in the board to facilitate beneficial investments, thereby 

enhancing firm’s financial performance. 

 

KEYWORDS: Corporate Governance, Financial performance, Political connection, oil 

and Gas, Nigeria 
 

 



 

TIMBOU-AFRICA ACADEMIC PUBLICATIONS 
MAY, 2022 EDITIONS, INTERNATIONAL JOURNAL OF: 

 

TIJASDR 

AFRICAN SUSTAINABLE DEV. RESEARCH VOL.9 

215 
ISSN: 2067-4112 

and managed with the objective of improving shareholders value at the long-run while 

taking into consideration the overall interest of other stakeholders who are interested in 

the performance of the business(Sanda, Mikailu & Garba, 2005; Central Bank of Nigeria, 

2006; Chuku, 2009) as cited in (Yauri, Muhammad & Kaoje, 2013).  

According to Yauri, et’al (2013), the focal point of corporate governance from the view 

point of agency theory is whether management of businesses can be trusted to undertake 

the stewardship responsibility in the best interest of shareholders. Corporate governance 

is an important ingredient that can provide useful information on the effective ways of 

maximizing shareholders wealth. Good corporate governance plays a significant role in 

increasing the market value of businesses (Tahir, Rehma & Rehman, 2014). Globally, it is 

widely believed that good corporate governance is fundamental element in improving the 

value of a firm in every economy of the world, it encourages efficient and effective use of 

scarce resources within the firm and the economy, it ensures efficient allocation of scarce 

between competing needs, it makes management to focus more attention in improving 

performance (Brogi, 2008; Fox, Gilson & Palia, 2016; Madanoglu & Karadag, 2016).  

FRC-N(2019), recognizes that good corporate governance is a key driver in the 

establishment of sustainable enterprise, alignment with leading corporate practices will 

guide companies in establishing a framework of processes and attitudes that increases 

their value, builds their reputations and ensures long term prosperity. Corporate 

governance is an essential tool needed by publicly quoted companies in Nigeria to attract 

foreign investments in to the country. Corporate governance practices give businesses 

the opportunity to realize their corporate objectives and meet legal requirements and in 

line with that, shows their corporate accountability stakeholders and investors (Dar, 

Nassem & Rehman, 2011). 

Nigeria has its own corporate governance codes, also known as codes of best practices 

to ensure and guarantees investors’ confidence from corporate failures or financial crisis. 

The corporate governance codes provide a useful source of reference for monitoring 

mechanism for corporate governance best practices in Nigeria. Corporate governance 

provides assurance and confidence for reasonable level of return from investments to 

investors (Shleifer & Vishny, 1996). Investors, providers of capitals confidence are based 

on the principles corporate governance, businesses in Nigeria are expected to make the 

most strategic decisions on matters relating to their operations, investments in order to 

remain competitive in the market. In view of these. Companies in Nigeria must adopt the 

culture of good corporate governance for sustainable growth and development. 

Corporate governance is a set of rules showing the relationship between management, 

board of directors and stakeholders of an organization and influence how such 

organization operates, its provide a medium through which organizational objectives are 

set and the means of achieving such objectives (Youssef & Bayoumi, 2015; OECD, 2004; 

Juneja, 2019). 

Political connection is a concept which has not received extensive attention in the 

Nigerian context. There are varying arguments that businesses performed better with the 
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support of politically connected board members, by way of removing barricades (Baum, 

2008). It is an obvious fact that this particular variable has not received much research 

attention when compared with other proxies of corporate governance. There is need to 

study the effect of political connection as a moderator of the relationship between 

corporate governance and financial performance of listed oil and gas firms in Nigeria. The 

relevance of political connection to the performance of businesses reflects in several 

ways, Baum, et’al, (2008) are of the opinion that the support of parliamentarians is highly 

significance for businesses’ minimization of transaction cost associated with government 

bureaucracy. Political connections are set up by the linkage between politicians and the 

business elites (Faccio, 2006). Ordinarily, political connections bring about some informal 

relationships of favoring the appropriation of several advantages. Those beneficial 

advantages include access to bank loans, larger market share, tax exemptions (Faccio, 

2006).  

It is an established fact that politically connected companies can take advantage of their 

relationship to improve their performance, this is because political connection should 

facilitate settlements of certain issues that impede performance (Boubakri, et’al, 2012; 

Faccio, 2010). Research has documented that politically-connected companies are 

characterized as having higher leverage ratios than non-politically-connected firms 

(Khwaja & Mian, 2005; Johnson, 2003). Niessen and Ruenzi (2009), studied on the data of 

605 publically quoted companies for 2006, they found politically-connected firms 

provides better financial statement as well as stock market performance results. In a 

study conducted by Bertrand et’al, (2004) using a data set of firms listed on Paris stock 

exchange for a period between 1992-2003, they found that businesses run by politically-

connected Chairmen/CEOs are profitable than those run by Chairmen/ CEOs with private 

sector background. Difference between politically-connected and non-connected 

companies becomes more pronounced when political links are stronger, and when 

connected firms in countries with higher levels of corruption (Faccio, 2006). Data on 

political connection comes from Faccio (2006), who conducted a cross-country analysis 

using data from 47 countries, a company is seen as politically connected if at least one of 

its large block holders (anyone directly or indirectly controlling at least 10% of voting 

rights) or one of its top directors (e.g. CEO, president, etc) is a government minister or a 

head of state, or is a member of parliament, or closely related to a politician or political 

party. Connections with government ministers include cases in which the politician 

himself is a director or large shareholder, as well as cases where the politician’s close 

relative covers such positions. Close relationships include cases of friendship; former head 

of state or prime minister as well as former directorship held by current politicians; foreign 

politicians; and as well-known relationships with political parties(Gomez & Jomo, 1997; 

Johnson & Mitton, 2003). These connections need to involve the politician personally. 

Several studies in Nigeria such as Dzingai and Fakoya (2017), Nguyen, Nguyen and Tran 

(2017),  Muhammed, (2013), Akingunola, Adekunle, and Adetipe (2013), Yauri, et’al, (2013), 

Onakoya, et’al, (2011), have been conducted with regards to corporate governance and 
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financial performance. However, these studies are largely limited to quoted banks and 

other financial institutions and non-oil sectors of the economy thereby neglecting the 

activities of the oil and gas sector in Nigeria. This deficiency is what prompted this study. 

Despite the fact that large proportion of the world oil and gas are produced by third-world 

countries with Nigeria at the forefront, the sector is far more exposed to corruption 

tendencies than other sectors of the economy. This study therefore seeks to examine the 

relationship between corporate governance variables (Board size, Board composition, 

Board diligence) and financial performance indicator (Return on assets) of listed oil and 

gas firms in Nigeria with the interplay of political connection as a moderate. 

 

Concept of corporate governance 

Authors, scholars, researchers, academics looked at corporate governance from a 

different viewpoint, some highly placed organizations equally contributes to the 

definition of corporate governance. The Organization for Economic and Cooperation 

Development (OECD) (2010), viewed corporate governance as a system through which 

business corporations are directed and controlled. Cadbury (1992) on the other hand 

defined corporate governance as an instrument used to discipline businesses. In the same 

vain, Coulson-Thomas (1993) quoted by Adeola (2003), conceptualizes corporate 

governance as determining what needs to be done, creating the capability for doing what 

needs to be done, deciding how to perform what needs to be done, ensuring that what 

needed doing is actually done, ensuring that what has been done and the way it is done 

is in line with legal and other requirements, and as well reporting to business owners what 

has been done. Additionally, corporate governance has been viewed as having its central 

core relevant in the decision making process at the level of top management and board 

of directors, and as well the internal or external mechanisms which ensures that decision 

process outcomes are in accordance with overall companies’ objectives (Mulbert, 2010). 

Larkan and Tayan (2011) defined corporate governance as the accumulation of monitoring 

and control instruments adopted by businesses in order to prevent or reduce potentially 

self-interest managers from doing those activities cannot contribute to the maximization 

of shareholders’ wealth and other stakeholders.  

Wheelen and Hungar, (2016), explained that corporate governance is seen as the 

relationship between shareholders, directors and top management in determining the 

direction and the performance of the company. Corporate governance is further defined 

as country’s private and public institutions, both formal and informal, which provide a 

governance mechanism on the relationship between the management of the 

corporations (corporate insiders) and other stakeholders who invest their resources in 

the country (Charles, Fries, Oman, Steven & Buiter, 2003). Corporate governance is also 

defined as the way in which the power of a firm is exercised in accounting for the 

corporations of assets as well as resources with the objective of maintaining and 

promoting shareholder’s wealth and the general satisfaction of other stakeholders while 

attaining corporate mission (Kwakwa et’al, 2003). Pandey (2006), affirmed that corporate 
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governance implies that a firm will effectively manage its affairs with transparency, 

diligence, accountability and equally maximizes shareholder’s wealth. Corporate 

governance has been found to influence the performance of businesses (Akpan & Amran, 

2014; Bahreini & Zain, 2013; Johl et’al, 2015). 

Fama and Jensen (2012), corporate governance is a mechanism that controls and 

safeguards the overall interest of all stakeholders of an organization. Such stakeholders 

include management, employees, customers, suppliers, providers of capital, as well as the 

board of directors. To these categories of stakeholders, the importance of corporate 

governance is to the interest and equally safeguards shareholders’ investments. Razee, 

(2009) viewed corporate governance as medium through which business owners induces 

management to act in their best interest, providing a degree of confidence that is required 

for capital market to function effectively. Mayer, (1988). Arun and Turner(2002), viewed 

corporate governance as medium through which business owners are assured that 

management will act in accordance with their best interest. Corporate governance has 

been defined as a mechanism through which providers of capital control management so 

as to ensure that their capital cannot be misappropriated and there is assurance of 

reasonable level of return from the capital invested (Shleifer & Vishny, 1997; Oman, 2001; 

Vives, 2000). In other words, corporate governance has been contended as the process 

and structure used for the management and directing the day-to-day running of the affairs 

of businesses with a view to enhancing business prosperity, as well as corporate 

accountability and transparency as the core objective (Mohamed, Ahmad & Khai, 2016). 

Corporate governance is therefore a structure put in place for ensuring accountability, 

credibility, fairness and transparency in reporting as well as a mechanism for effective 

information disclosure in order to achieve corporate performance. 

 

Financial Performance                  

Financial performance is a subjective measure of how well a company can use its assets 

from it primary activities to generate profit. Grant (2016), viewed financial performance 

as the firm’s reflection on how the resources are utilized in such a way that will enable 

achievement of objectives. Financial performance has been viewed as the incorporation 

of financial indicators to ascertain the extent of the achievement of objectives, 

organization investment support opportunities as well as financial resource contribution 

(Herman’s, 2007). Financial performance is defined as the achievement extent and 

outcomes within a particular organization (Harper, 2015). Financial performance viewed 

as a in the achievement of pre-determine objectives, goals, target within a specified time-

frame (Eyenubo, 2013). Financial performance has been viewed as a vital signal of the firm, 

showing how well the activities within a process or the output of a process achieve some 

specific objectives (Pitt & Tucker, 2008). According to Amaratunga and Baldry (2003), 

financial performance is a process of evaluating progress towards attaining a pre-

determined goals, including information on effectiveness by which resources are 
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converted into goods and services, the quality of these outputs and results, as well as the 

efficiency of organizational objectives. 

 Financial performance has been viewed as a major concern among stakeholders within a 

firm, including shareholders, investors’ employees as well as suppliers (Omnamasivaya & 

Prasad, 2017; Jaffar & Abdul-Shukor, 2016; Patel, et’al, 2015; Sinesilassie et’al, 2017). 

Financial performance has been identified as an objective that needs to be achieved by 

businesses be it in the private or public sector. According to Esha (2018), it involves 

measuring a firm’s strategy and activity in monetary values. Latasri, Manjula, and 

Idayajothi, Malini,, (2014); Sri and Sri, (2011); Sidra and Attiya (2013), found that financial 

performance is a determinants of financial strength and weakness of business 

organizations. This financial performance information of firms refers to the operating 

profit realized by the company and the business performance achieved by the busiess 

within certain business operating period. One of the fundamental benefit of financial 

performance is profit increase which is the key determinant of financial performance. 

Profitability is the effectiveness with which management of organizations employed both 

total and the net assets from the statement of financial position that is achieved through 

the organizations good corporate governance (Herfert, 1991). Financial performance is a 

measure of how well a company use asset from ordinary mode of business activities and 

generate revenues. Financial performance can equally be used as a general measure of 

companies overall financial health over a particular period of time, and can be used for 

comparability between different reporting entities or sectors in aggregation. Line items 

such as revenues from operating activities, unit of sales, and statement of financial 

position can be used.   

 

Corporate governance and financial performance 

Empirical findings from previous studies shows that organizations with effective 

corporate governance are performing better financially, thereby possessing higher 

market value. Equally pasts studies indicates a positive relationship between sound 

governance practices and firms financial performance in the form of higher returns on 

investments(ROI), greater return on assets(ROA), return on equity(ROE), higher dividend 

pay-out as well as higher stock return(Selvaggi & Upto, 2008; Drobetz et’al., 2003; Brown 

& Caylor, 2004). In a study conducted by Khan, Nemati and Ifthikar (2011), it revealed that 

effective corporate governance practices have a positive correlation on financial 

performance. Cohen and Ferrell (2004) revealed that a well governed firm possess higher 

firm performance. Corporate governance can enhance firm performance.  

Shehu and Abubakar (2012) examined the nexus between corporate governance on 

corporate financial performance, where performance is viewed as a component of 

accruals. Using secondary data from audited financial report of the firms for the period 

2008-2010, the study found that corporate governance has significant impact on firm 

financial performance. Specifically, the authors empirically discovered that board 

composition is inversely related to performance with positive interaction between 
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executive compensation and performance. While, Yinusa and Badalona (2012) examined 

the impact of corporate governance on capital structure of Nigerian companies, the study 

found that there is a significant positive relationship between corporate governance and 

capital structure of firms in Nigeria, and that there exists a positive significant impact of 

corporate governance on firm’s profitability. Similarly, Chugh, Joseph and Ashwani (2011) 

in their study found a significant positive relationship between corporate governance and 

firm’s financial performance, and that corporate governance has a positive impact on 

firm’s performance.  

Azam et’al., (2011) in their study of a sample of fourteen (14) oil and gas firms in Karachi 

for the period 2005-2010, with the aim to investigates the influence of corporate 

governance on firm’s performance. Using financial performance determinants such as 

Return on Equity (ROE), Return on Assets (ROA) and Net Profit Margin (NPM). The study 

revealed that firm’s financial performance is positively related with an effective corporate 

governance structure. Similarly, Klapper and Love, (2003) opined that good corporate 

governance has a relationship with improved market valuation and operating 

performances in developing nations. Empirical evidence of correlation between 

corporate governance and firm performance exists in Drobetz (2004), Ahmed  and 

Hamdan (2015), Klapper and Love (2003), Yusuf et’al (2015), Black et’al (2003). 

 

Proxies of Corporate Governance 

Empirical evidence from previous studies indicates support for the numerous proxies of 

corporate governance. These includes: Board size, Board composition, Board diligence. 

 

Board size and Firms Financial Performance 

This is the total number of directors on the board of corporate organization in a given 

period (Financial Reporting Council of Nigeria, 2010). Empirical evidence on the 

determination of appropriate board size in influencing firm financial performance has 

been a debatable issue (Jensen, 1993; Yermack, 1996; Hermalin & Weisbach, 2003; Kashif, 

2008; Zubaidah, Nurmala, & Kamaruzaman, 2009). Some scholars argue in favour of small 

board size (Jensen, 1993; Yermack, 1996) support small board of directors, they argue that 

when boards is large, such boards are less likely to function effectively, might be involved 

in bureaucratic issues, and ultimately inhibit board processes due to potential group 

dynamics related problems attributable with large groups. Larger boards are usually 

difficult to coordinate as well as inefficient in decision-making due to communication, 

organization, participation problems, provision of inadequate financial reporting 

oversight and lowering firm’s performance (Lipton & Lorsch, 1992; Goodstein et’al., 1994; 

Yermack, 1996; Amazon & Sapienza, 1997; Conyon & Peck, 1998; Golden Zajac, 2001). 

Conversely, large boards were supported based on the fact that they are positively 

correlated with higher performance (Pearce & Zahra, 1992), larger boards would provide 

effective monitoring and oversight function (Adam & Mehran, 2003; Mansi & Reeb, 2004), 

large board is supported by agency theory(John & Senbet, 1998) due to the relevant and 
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complementary expertise of board members(Xie et’al., 2003; Berghe & Levrau, 2004; Sun 

et’al., 2010). 

Evidence from resource dependency theoretical perspective suggests that board 

members are selected into the board to facilitates the flow of important resources to the 

firm (Klein, 1998; Hillman & Dalziel, 2003). Board size have been found to have a positive 

impact on the stock market performance of a firm, which implies that large board size 

brings about corporate performance by enhancing the ability of the firm to establish 

external connection with the environment within which they operate (Dalton et’al., 1999; 

Adam & Mehran, 2003; Anderson et’al., 2004; Coles et’at., 2008; Arslan et’al., 2010; Duta  

Chang, 2012). It is based on this premises, the following hypothesis has been proposed: 

 

H1: There is a positive effect between the size of the board and firm financial performance. 

 

Board Composition and Firm Financial Performance 

Clifford and Evans (1997) explained that board composition is the number of independent 

non-executive directors on the board relative to the number of directors. An independent 

non-executive director is defined as an outside director whose affiliation with the firm is 

their directorship (Ogbechie & Koufopoulos, 2010). There is no specific format as to the 

composition of the board (Vance, 1978). There have several studies on the relationship 

between board composition and financial performance (Dalton et’al, 2008; Bhagat et’al., 

2008). The empirical evidence on the appropriate board composition in influencing firm 

performance is inconclusive. However, Dalton et’al, (1998), illustrated that outside and 

non-executive directors as the influential instruments for ensuring corporate 

accountability. Similarly, Fama and Jenkins (1983) theorized that non-executive directors 

play a very vital role in effective resolution of agency problem in an organization and 

equally, their presence serve as a guide for effective decision making in the organization. 

Dehaene et’al, (2001) found that the proportion of non-executive directors is    

positively related to the financial performance of firms in Belgium. Cheng, (2011) opined 

that organizations should incorporate more of outside directors on their boards to an 

effective ascertain operation. In addition, increase in number of non-executive directors 

should ultimately increase firm’s performance based on the fact that non-executive 

directors are more monitors of management activities (Adams & Mehran, 2003).  

However, Agrawal and Knoeber, (1996), Subrahmanyam et’al., (1997) and Klein et’al., 

(2004) found that board independence is negatively correlated with performance. These 

findings are supported by Weir and Laing, (1999) and Yermack (1996) whose empirical 

evidence revealed a negative relationship between the proportion of outside directors 

and firm performance. Also, Hermalin and Weisbach (1991), Klein, (1998) and Haniffa and 

Hudaib (2006) opined that there is no significant relationship between the proportion of 

outside directors on the board and performance. Aeusu, Akeke, Aribaba and Adebisi, 

(2013) found that where there more outside board members, performance of banks tends 

to be worse. Hence, the following hypothesis has been advanced: 
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H2 : There is a positive relationship between board composition and firm financial 

performance  

 

Board Diligence and Firm Financial Performance 

The diligence of the board members is usually measured on the board meeting 

attendance frequency of each member of the board (Ghosh, 2007; Johl et’al., 2015; 

Ilaboya & Obaretin, 2015). Vafeas (1999) discovered that the activities of the board 

measured by board meeting frequency, it is an integral part of board operations. Which 

assist greatly in overcoming agency problems (Xie et’al.,2003). Board diligence is classified 

as part of the key corporate governance mechanism that assist in guiding and advising 

management in the pursuance of shareholder’s interest as well as other control functions 

(Johl et’al., 2015). In a study conducted by Ntim and Osei (2011) on the impact of corporate 

board meetings on corporate performance of 169 quoted firms in south Africa, the study 

found a positive relationship between corporate board meetings and performance. 

According to Securities and Exchange Commission (SEC) corporate governance codes 

(2011), the code makes it compulsory for board to meet at least quarterly. This is also in 

line with the code of corporate governance for publicly quoted companies (FRC-N, 2016). 

Firms that effective in outlining the appropriate timeframe for board meeting, depending 

on the nature of their operations will enjoy economies of scale in agency costs, thereby 

enhancing financial performance (Vafeas, 1999). Conversely, Kantudu and Samaila (2015) 

in a study conducted on the effect of monitoring characteristics on financial reporting 

quality of listed oil marketing firms in Nigeria, the study revealed a negative relationship. 

Additionally, Osazuwa et’al., (2016) examined the relationship between board 

characteristics and the extent of environmental disclosures. The study employed cross-

sectional data and quantitative research design method and found a negative relationship 

between board meetings and environmental disclosures. 

In addition, in a study conducted by Johl et’al., (2015), they found a negative relationship 

between board diligence and firm performance, thereby recommending that the 

meetings should be more important and less frequent. Hence, the following hypothesis 

has been advanced: 

 

H3 There is a positive relationship between board diligence and firm financial performance 

 

Moderating Role of Political Connection 

An important concept that has been identified to be highly influential in developing 

countries is political connection (Poon et’al., 2013). Politics play a very vital role on issues 

relating to firm ownership structure, growth and profitability prospects, how capital can 

be raised, productive areas of investment, how management and employees relates with 

each other, and how authority is distributed within the firm (Roe, 2003). Political 

connection is defined as a situation whereby one member or members of the board or 

large shareholders or top officers (Chief Executive Officer, President, Vice-President, 
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Chairman or Secretary) is a member of the parliament, a minister or head of state or 

closely related to a top official (Faccio, 2006). Politically connected firms is seen as one 

where its leaders (CEO, Chairman or members of the Board) are deeply involved in politics, 

engaged in other government activities, in a friendly relationship with politician, or 

popular for their political past (Faccio, 2006; Chen et’al., 2010; Goldman et’al., 2013; Perez 

et’al., 2015; Bao et’al., 2016). In the Nigerian context, politically connected firm is seen a 

firm where a former board member is currently occupying a political appointment, or one 

of the company’s top shareholders is currently occupying a public office (Aburime, 2009; 

Osamwonyi & Tafamel, 2013). It has been observed that price of shares rises on hearing 

the news of companies’ top member venturing into politics (Faccio, 2006). In line with 

this finding, empirical evidence revealed that board political connection has effect on firm 

performance in China (Du, 2012), Brazil (Claessens, Feijen & Leaven, 2008), Pakistan 

(Khwaja & Mian, 2005), United States (Houston, 20 

On the other hand, political connections is present in many countries in world today, most 

especially in countries that are perceived as highly corrupt and that imposed restrictions 

on foreign investments by the citizens of such country (Faccio, 2006). Equally, politically 

connected firms are adjudged to be characterize by poor corporate governance practices 

and are risky as observed by stakeholders such as lenders, auditors (Fraser et’al., 2006; 

Abdul et’al., 2009; Bliss & Gull, 2012). Fan et’al., (2007) in their study of 790 newly 

privatized firms in china, they found that firms with politically connected Chief Executive 

Officer underperform, and are likely to have bureaucrats rather than professionals in their 

board. Qian et’al., (2011) opined that expropriation by controlling owners mostly through 

self-dealing is more prevalent in politically connected firms. based on this premises, the 

following hypothesis has been proposed: 

H4: Political connections positively moderate the relationship between board size and firms’ 

financial performance. 

H5: Political connection positively moderate the relationship between board composition and 

firms’ financial performance  

H6: Political connection positively moderate the relationship between board diligence and 

firm’s financial performance 

 

Empirical Evidence  

The effectiveness of corporate governance in any economy play a significant role in 

attracting foreign direct investment, creating a robust capital market as well as building 

both foreign and domestic investors confidence (Ahmed, Alam, Jafar & Zaman, 2008).     

According to Dar, Naseem, Rahman and Niazi (2011), the authors established a 

relationship between firm financial performance indicator and corporate governance 

mechanism listed in Karachi stock exchange, the findings of the study revealed mixed 

outcomes among the study variables and concluded that board size should be reduce to 

a limited number as it has no significant effect on performance, though there is a positive 

but not significant effect between performance measure and corporate governance 
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mechanism. While in a study conducted by Miko and Kamardin, (2016), they found that 

with the presence of corporate governance on board, financial engineering can be 

reducing to a minimum level. Similarly, Orazalin, Makarov and Ospanova (2015) 

established a positive association between foreign ownership and management 

ownership and suggest that corporate governance mechanisms should be increased to a 

maximum number, due to its effect on performance. 

Yinka, Babatunde and Okezie, (2014) examined corporate governance practices and firm 

performance between the period 2003-2010 using descriptive method of analysis of E-

view 7 statistical software and concluded that there is a strong link between the 

dependent and independent variables of the study, and further suggested total 

compliance to corporate governance policy as such policies always have significant 

positive effect on firm performance. George & Karibo (2011) in their study concluded that 

the nature of corporate governance practices on businesses always play a significant 

influence on performance. Nhung and Thug (2017) examined the relationship corporate 

governance and financial performance of listed companies in Singapore, the results 

revealed a negative relationship between corporate governance and financial 

performance, and as well, the study established that there is no association between 

board independence, CEO duality and financial performance. It was suggested that 

smaller board size is more effective in influencing financial performance in an organization 

when it comes to issue of decision, processes and communication. This suggestion 

corroborate the suggestions made by Abdulazeez et’al., (2016). 

Malik and Abdul (2017) investigates whether there is a significant association between 

corporate governance mechanism and firm performance, using financial performance as 

dependent variable proxy by Return on Assets and corporate governance mechanisms 

such as board size, board composition, risk management committee, director’s 

remuneration and board gender diversity as proxies for corporate governance. The study 

found that there is no significant impact on financial performance, and suggested that 

remuneration and board gender diversity be reduce due to their non-impact on 

performance. Rini and Djoko (2018) established the influence of corporate governance 

index and mechanism on financial performance of state owned businesses Indonesia. The 

research results revealed that corporate governance index, audit committee and board 

committee has significant influence on financial performance, and recommended that 

government should ensure that corporate governance are implemented on state owned 

enterprises, regulators should put in place full monitoring team to ensure strict 

compliance as such will improve firm’s financial performance. Augustine, Kwaku, Alex and 

Eric (2017) investigates the impact of corporate governance practices on the performance 

of SMEs in Ghana, the revealed a positive insignificant relationship between corporate 

governance and financial performance of SMEs, and suggested that corporate 

governance should cut across publicly listed firms in order to ensure optimum 

performance. 
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Uwuigbe (2011) conducted a study on corporate governance and financial performance 

of banks in Nigeria. The study employed data from annual financial reports of the 21 banks 

listed on the Nigerian stock exchange. A panel data regression analysis was adopted in 

the analysis; Pearson correlation was employed to measure the degree of association 

between the variables of the study. The revealed a significant negative effect of board 

size on the financial performance of the listed firms; non-executive directors have 

significant negative effect on firm financial performance. Ahmad, Tariq, Hamad and 

Samad (2014) studied the relationship between corporate governance and firm’s financial 

performance using descriptive statistics. The study employed the use of correlation and 

regression analysis to establish the link between the variables of the study. The study 

discovered that board size and board composition have positive impact on financial 

performance. The study recommended that effectiveness of board size and board 

composition will improve firm’s financial performance. Ahmed and Hamdan, (2015) 

evaluates the impact of corporate governance characteristics on firm’s performance in 

Bahrain stock exchange. Descriptive statistics was employed in the analysis, the research 

result revealed a positive effect of corporate governance mechanisms on performance 

for the entire firms in Bahrain. Similarly, in a study conducted by Amba, (2015), the author 

examined corporate variables on firm’s financial performance. Multiple regression 

analysis was adopted to test the relationship between corporate governance and firm 

financial performance as measured by return on assets. The study found that corporate 

governance mechanisms have influence on firm’s performance. Chief Executive Officer 

duality, proportion of outside directors and leverage has negative influence on 

performance. While, audit committee, proportion of institutional ownership has positive 

influence on firm’s financial performance. 

Sanda et’al., (2005) and David et’al., (1996), in their study of corporate governance and 

firm financial performance, found a positive relationship small board size and corporate 

performance. Smaller size of board of directors is found to be more effective (Yermack, 

1996). Azutoru, Obinne and Chinelo, (2017) examined the impact of corporate governance 

mechanisms and financial performance of 20 insurance companies in Nigeria for the 

period 2011-2015. The data for the study was analyzed using pooled regression. The study 

revealed that outside director’s remuneration, board size and foreign ownership has 

negative impact on performance. Also, the study revealed the executive director’s 

remuneration, board independence, director ownership, institutional ownership has 

positive impact on performance. However, executive director’s remuneration has 

negative significant on performance. Irine and Indah (2016), in their study of 156 listed 

manufacturing firms in Indonesia. The results revealed that board size has a positive effect 

on performance, audit committee size, managerial ownership and institutional ownership 

has a negative effect financial performance. Jegede, Akinlabi and Soyebo (2013), 

examines the implication of corporate governance on banks performance for the period 

1999-2009, using a sample of eight banks. The regression results revealed board size has 

significant impact on banks performance. While, board committee and age has negative 
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insignificant effect on banks performance. Equally, Alexander, David, Musibau and 

Adunola (2015), investigates corporate governance and firm performance in 248 listed 

companies in the Nigerian stock exchange. Panel data regression was employed in the 

analysis, and the research results revealed that corporate governance mechanisms such 

as board independence, ownership structure and board gender diversity has no 

significant effect on performance, while board size shows a negative but significant effect 

on performance. 

Gupta and Sharma (2014) examines whether association exists between corporate 

governance mechanisms and firm’s financial performance. It was found that there is a 

limited impact between corporate governance practices on the firms share price as well 

as the firm’s financial performance. In another study, Hassan, Box, Ain and Hijazi (2016) 

examined the relationship between corporate governance and performance of listed 

firms in Palestine for the period 2010-2012. Findings from the study demonstrates that 

corporate governance has negative effect on corporate performance. Kobuthi, K’Obonyo 

and Ogutu (2018), explore the influence of corporate governance and firm’s performance 

listed on Nairobi stock exchange. The study found a significant association between 

corporate governance and non-financial performance of the firms, which signifies that 

businesses can enhance their performance through proper implementation of good 

corporate governance. Bahadur (2016) revealed that corporate governance mechanisms 

such as board independence, number of board committees as well as director’s 

remuneration have positive impact on firm’s performance, conversely, board size, 

ownership structure, and financial leverage have negative impact on firm’s financial 

performance. While, Kumar (2016) found a positive relationship for the variables of 

corporate governance and performance. Arora (2012) demonstrates that corporate 

governance practices have a significant influence on firm’s performance. Consistent with 

this finding, Jackling and Johl (2009) revealed that board size generally has a positive 

impact on firm’s financial performance. 

Chandramohan (2018) indicated that Chief Executive Officer duality and board size has a 

negative but significant effect on firm performance, board composition showed a 

negative effect on firm performance. Koufopoulos et’al., (2008) in their study of 27 listed 

companies on Athens stock exchange revealed that the fundamental corporate 

governance mechanism that shows a positive insignificant impact on firm performance is 

board size. Boubakri et’al., (2012) in their study of politically connected firms and non-

politically connected firms in 26 countries. The study found that politically connected 

firms have lower cost of equity capital than non-politically connected firms, suggesting 

that shareholders perceive these firms as less risky, government policies including the 

implicit guarantee of corporate rescue at times of distress have significant on the cost of 

capital of closely related firms. In another study, Boubakri et’al., (2008) conducted on 27 

privatized companies for the period 1980-2002, the results revealed that politically 

connected firms demonstrates poor accounting performance compare with their non-

connected counterparts. Faccio (2006) in a study conducted on politically connected 
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firms, it was found that political connections are common countries perceived to be highly 

corrupt, in countries imposed restrictions on foreign investments. Consistent with this, 

You and Du (2012) conducted a study on listed Chinese firms for the period 2005-2008 on 

whether political connections; a blessing or a curse within corporate governance 

framework, found that politically connected Chief Executive Officers are less likely to be 

replaced. Similarly, a positive significant relationship between the political connections of 

retained chief executive officer’s future firm performance has been found. 

Amahalu et’al., (2017) investigates the effect of corporate governance on firms borrowing 

cost. The study found that board size, ownership concentration and board independence 

has a positive significant effect on borrowing cost, thereby reducing cost of capital. 

Oyewunmi et’al., (2017) found that a significant relationship exists between corporate 

governance practices and human resource outcomes in Nigeria’s downstream petroleum 

sector.   

Vu and Nguyen (2017) investigate the relationship between corporate governance 

mechanisms and firm’s financial performance of 137 listed firms in Singapore stock 

exchange for the period 2013-2016. Findings revealed that there is an inverse relationship 

board size and firm performance. The study also revealed that there is a significant 

relationship between board independence, chief executive officer duality and firm 

financial performance. Dabor, isiavwe, Ajagbe and Oke (2015) examine the influence of 

corporate governance practices on firm’s financial performance of listed textiles firms in 

Pakistan for the period 2005-2014. The results indicated that corporate governance has a 

positive impact on firm’s performance.  

Taghizadeh and Saremi (2013) in their investigation of (150) public listed company 

directors in Malaysia and performance of their companies. Findings from the study 

suggested that high frequency of board meetings, a high proportion of independent 

outside director’s decreases return on equity, while female directors on the board 

increase the return on equity. Cubin and Leech (1983) examined the relationship between 

corporate governance and performance, and found that there is a positive relationship 

between ownership concentration and profitability. Dalton et’al., (1998) in their study of 

subgroup moderating analysis based on the variables such as firm size, nature of the 

performance indicators and operationalization of board composition concluded that 

there is no evidence of significant relationship. Pooja Gupta and Arti Mehta Sharma (2014) 

conducted a study to investigate the impact of corporate governance on firm 

performance in India and South Korean firms. The research results show that corporate 

governance has limited effect on the sampled companies share prices and on their 

financial performance. Masood Fooladi (2011) examined the effect of corporate 

governance on performance on a sample of (30) firms in Malaysia. Findings revealed that 

chief executive officer duality is negatively associated with performance. The study 

concluded that the relationship among the independent of board of directors, board size 

and ownership structure and firm performance is found to be insignificant.   
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Conclusion 

This study examine the moderating effect of political connection on the relationship 

between corporate governance and financial performance of listed oil and gas firms in 

Nigeria for a period. The study provides a valuable insight into the Nigerian oil and gas 

sector with regards to its corporate governance practices. The findings from the study 

contributes to the literature in the following areas: first, the findings provide guidelines 

for shareholders and management to determine their degree of adherence to corporate 

governance practices in Nigeria, particularly in the oil and gas sector. Such input would be 

very useful to regulatory authority in improving corporate governance practices which is 

in line with global best practice as well as compatible with Nigerian political, economic, 

social as well as technological business environment. It is also anticipated that good 

corporate governance attributes will effectively minimize corporate issues through 

effective monitoring by independent board of directors. Effective monitoring by an 

independent as well as effective board of directors motivates management to perform in 

accordance with shareholders interest, thereby enhancing the firm’s performance. 

Equally, board diligence in terms frequency of setting board meetings enable a firm to 

enjoy economies of scale in agency cost, and thereby enhancing financial performance. 

 

Recommendations 

This study makes fundamental recommendations based on its findings. The 

determination of what an appropriate or optimal board size should be is still without 

unanimity. This study re-emphasizes that the size of the board is a fundamental factor in 

the determination of financial performance. Hence, it is recommended that regulatory 

authorities, policy formulators and other relevant stakeholders should take into 

consideration what an optimal board size should be in formulating code of corporate 

governance for oil and gas firms in Nigeria. Also, the study revealed that board 

composition has less effect on firm financial performance. Hence, the study recommends 

that policies that will mandate female with core competence representation in corporate 

boards of listed oil and gas firms in Nigeria be formulated as this will increase 

performance.  

Similarly, the study found many literatures that hypothesise relationship between board 

diligence and firm financial performance. Based on that, this study recommends that firms 

should focus more on effectiveness of meetings rather than on frequency and number of 

their board meetings, Firms should pay attention on the efficiency of the meetings. 

Additionally, the study identify that that political connection has been reported to 

moderate the relationship between the size of the board and firm financial performance. 

Therefore, the study recommends that as part of corporate governance practice, firms 

should ensure that there is presence of political-affiliated individuals on their board, as 

such politically connected individuals will use such connections to facilitate beneficial 

investments, thereby enhancing firm’s financial performance. Finally, firm’s corporate 

governance committee should periodically carry out appraisal of their corporate 
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governance status as it affects financial performance. This is based on the premises that 

the study was able to identify that corporate governance has an impact on firm 

performance. 
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