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 This study investigated the relationship between the corporate governance 
mechanism and capital structure of 42 Nigerian listed firms for financial years 
2005-2016. The corporate governance mechanism was surrogated by three 
variables: corporate board size, independence and gender diversity, while
leverage served as a proxy for capital structure. Using Fixed effects least 
squares technique as a method of estimation, the result revealed a positive and 
statistically significant relationship between board gender diversity and capital 
structure. The study did not find empirical evidence in support of corporate 
board size and independence having influence on capital structure decision of 
the sampled firms, as results produced statistically insignificant relationships. 
The study recommends that corporate shareholders and regulatory bodies 
should put in place robust policies that would encourage the participation of 
more women in the boardrooms of corporate organizations. 
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1. Introduction 

Capital structure refers to the combination of equity and debt capital employed 

by a firm to finance its assets and operations. Decisions concerning capital structure 

are seen from prior studies to affect the profitability and long-run survival of an entity 

(Abor, 2005, Chakraborty, 2010, Onaolapo & Kajola, 2010, Haron, 2014 and Anju & 
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Rashmi, 2018). Since the seminal paper of Modigliani and Miller (MM) (1958) irrel-

evant hypothesis of capital structure, several theories on capital structure have 

evolved.  One of the theories that challenged the efficacy of MM proposition is Agen-

cy Theory. Agency theory opines that as a result of the separation of ownership and 

control of an entity, there exists a conflict of interest between the owners (principal) 

and the managers (agents) of the business. As a result of their self-interest, the agents 

may decide to get involved in some activities which are profitable to them but are 

against the shareholders wealth maximization.  

In order to mitigate the agency conflicts to a manageable level, owners of busi-

ness organisations employ various strategies - internal and external, to checkmate 

excesses of managers. One such strategy is by putting in place a sound corporate gov-

ernance mechanism in the company.  Corporate governance mechanisms are wide but 

one that is very germane to any listed company is the board of directors. The board 

performs so many functions which are supported by Agency and Resource dependen-

cy theories (Kajananthan & Achchuthan, 2013). An entity’s board of directors moni-

tors the activities of the management; formulates policies that would improve the 

economic fortune of the business and also takes decisions (such as financing 

mode/capital structure) that affect the progress and survival of the business.  

The problem statement regarding the issue of corporate governance in most of 

the developing countries is due to weaknesses in regulation guiding the behaviour of 

various stakeholders in an organization. Due to this reason, the informed members of 

the organization, particularly the management, tend to use their privileged position to 

expropriate the resources of the organization (using the capital structure strategy) to 

better them as management at the expense of the owners of the business.  

The present study tries to investigate whether having a sound corporate governance 

mechanism would enhance or weaken the capital structure policy adopted by a firm. 

Three features of the board of directors – board size, board independence and board gen-

der diversity are adopted in this study vis-à-vis the capital structure (leverage) of the firm. 

The motivation for this study is predicated on the paucity of empirical works in 

Nigeria and other developing countries. Several studies have been done in the devel-

oped countries but outcomes of these studies (although conflicting in many cases) 

cannot be adopted wholeheartedly in the developing countries because of social, cul-

tural and economic dissimilarities between the developing and developed countries. 

Thus, with the use of data from the Nigerian business environment, the noticeable 

knowledge gap would, to certain extent, be bridged by the outcome of this work. 

The remaining part of the paper is organized as follows; Section 2 beamed 

search light on the theoretical framework and in Section 3 the methodology and data 
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adopted was discussed. Results of econometric analysis and discussion of findings 

were provided in Section 4 while Section 5 concluded the study. 

2. Theoretical Framework 

The study is predicated on two theoretical foundations – Agency theory and Re-

source dependence theory. Agency theory was propounded by Berle and Means 

(1932) cited in Kajola, Abosede and Akindele (2014, p. 41) and was, however, re-

viewed by Jensen and Meckling (1976). It is premised on the unwarranted conflict of 

interest between the owners (shareholders/principal) and the firm’s management 

(agents) caused by the separation of ownership and control. By pursuing their self-

interests, the attainment of the objective of shareholders wealth maximization is sacri-

ficed. Haris and Raviv (1991) reveal that conflict of interests causes agency costs, 

which in turn determine the firm’s capital structure decision. In order to mitigate the 

agency problem, the owners of a business put in place some mechanisms, thereby 

incurring agency costs. One such mechanism is through the institution of various 

corporate governance mechanisms, which could be internal or external or a combina-

tion of the two.  

The company’s board of directors is one the critical internal control mechanisms. 

Agency theory posits that a company’s board that is well composed will be difficult to 

manipulate by a few members of the board, hence better decisions that will improve 

the performance of the company will be made in their deliberations. Furthermore, 

agency theory supports board diversity in the form of representation of women on 

corporate boards. When women are on corporate boards, better decisions will be 

made concerning the financing mode of the company. 

Resource dependence theory offers an explanation of the role of the board of di-

rectors as a resource to the firm. The major argument of this theory according to Pfef-

fer and Salancik (1978) is that organisations attempt to exert control over their envi-

ronment by bringing into the fold resources necessary to survive. A well-composed 

board is expected to attract indispensable resources which the organization needs to 

survive and flourish. Using this theoretical belief, Pearce and Zahra (1992) argued 

that when outside directors are appointed on board, they bring to the boardroom a 

fresh perspective on the management of the company. With their skills, exposure and 

contacts in the immediate environment, they attract the needed resources (including 

funds) to their companies.  

Resource dependence theory also provides support for board diversification, par-

ticularly the representation of women on corporate boards. Having women in the 

boardroom will confer to company legitimacy with regard to several groups of stake-



S. O. Kajola, J. Olabisi, O. Fapetu. 
Corporate Governance Mechanism and Capital Structure Decision in Nigeria 

53 

holders – employees, customers and investors (Bramner, Millington & Pavelin, 2007, 

Adam & Ferreira, 2009). 

In determining the causal effect of corporate governance mechanism on capital 

structure decision, several studies were conducted in some parts of the world. The 

most used proxies of corporate governance mechanism were board size, board inde-

pendence and gender diversity. 

Corporate board size denotes the total members on corporate boards and is re-

sponsible for making company’s strategic decisions, including the debt-equity mix. 

Several studies conducted on the effect of board size on capital structure have pro-

duced conflicting results. Wen, Rwegasira and Bilderbeck (2002) argue that large 

boards follow a policy of higher levels of gearing to enhance firm value especially 

when these are entrenched due to greater monitoring by regulatory authorities. Berger, 

Ofek and Yermack (1997) on the other hand submit that with larger boards managers 

are encouraged to apply lower gearing levels which ultimately enhance firm perfor-

mance.  

Empirically, Boonea, et al., (2007); Abor (2007); Hasssan and Butt (2009), 

Uwuigbe (2014) and Kyriazopoulos (2017) find statistically significant negative rela-

tionship between board size and capital structure. However, Saad (2010), Jaradat 

(2015) and Okiro, Aduda and Omoro (2015) provide evidence of positive relationship 

between capital structure and board size. Some studies such as Rehman, et al (2010), 

Al-Najjar and Hussainey (2011), Velnampy and Nimalthasan (2013), Amir, Mehdi 

and Mahmoud (2014), Budiman (2015), Corsi and Prencipe (2015) and Hafez (2017) 

find no significant relationship between the variables.  

External or independent directors are seen to possess the power to diligently 

monitor managers and other board members. The outside directors ensure that funds 

from debt issues approved by the board are judiciously utilized by the management. 

Theoretically, a board which consists of a larger proportion of outside directors is 

expected to provide tighter conditions for acceptance of debt to fund assets and opera-

tions of the business by the management.  

Wen, Rwegasira and Bilderbeek (2002) and Al-Najjar and Hussainey (2011) ar-

gue that due to rigorous monitoring by outside directors, managers tend to adopt a 

lower level of leverage for achieving superior results. Lipton and Lorsch (1992), 

however, opine that the presence of outside directors enhances the capability of the 

firm to get recognition from external stakeholders thereby enhancing the ability of the 

firm to raise funds, especially from the capital market. They therefore propose that the 

higher the level of representation of outside directors, the higher the gearing level.  
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Empirically, Uwuigbe (2014), Budiman (2015), Purag and Abdullah (2016) and 

Kajananthan (2016) find significant negative relationship between leverage and board 

independence. Some other studies such as Abor (2007), Bokpin and Arko (2009), 

Javeed, Hassan and Azeem (2014), Jaradat (2015) and Kyriazopoulos (2017) provide 

evidence of positive relationship between the two variables. Hamid, et al., (2011) find 

no significant association between outside directors and capital structure. 

Studies on the role of women on corporate boards are just evolving in finance 

and corporate governance literature especially in the developed countries. Some prior 

studies (Jensen and Meckling, 1976 and Fondas and Sassalos, 2000) suggest that the 

presence of women on the board of directors enhances independence of the board 

while some other studies (McKinsey & Company, 2007, Campbell and Minguez-

Vera, 2008, Adam and Ferreira, 2009, Fan, 2012, Julizaerma and Sori, 2012 and Bart 

and McQueen, 2013) provide evidence that women on corporate boards improve the 

financial performance of companies they represent. Rovers (2013) opines that firms 

work effectively when board of directors contain women, while firms without a wom-

an on their board don’t work well.  

However, few studies have so far been conducted on the effect of women direc-

tors on financing mode decision. Jaradat (2015) investigates the relationship between 

corporate governance practices and capital structure of 129 Jordanian firms for the 

period 2009-2013. The result reveals a positive relationship between the representa-

tion of women on corporate boards and capital structure. Emoni, Muturi and Wandera 

(2016) using data from the listed companies in Kenya provide evidence of a positive 

relationship between women on corporate boards and capital structure. The study 

posits that having more women on the board enables the company to have more ac-

cess to capital and also increases board independence and provides better ways of 

financing a firm since women tend to ask more questions than males do. In another 

study, Loukil and Yousfi (2015) submit that women on corporate boards do not sup-

port risk-taking preference in firms.  

3. Methodology and Data  

3.1. Research Design and Data Collection  

This study is exploratory and analytical in nature. Secondary source approach 

was adopted in obtaining relevant data. Specifically, data were extracted from audited 

reports and accounts of the sampled companies from the Nigerian Stock Exchange 

Fact book for the financial years 2005-2016. 
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3.2. Population, Sample and Sampling Technique 

The population of the study comprised all the listed non-financial companies in 

Nigeria (186 as at 31st December, 2018). A sample size of 42 companies was chosen 

from the population through the combination of judgmental and stratified sampling 

techniques. In all, the selected firms covered 15 business sub-sectors of the Nigerian 

economy as shown in Table 1. 

Table 1 

Sampled Companies 

S/N Sub-sector Number of Firms 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 

Agro/agro-allied 
Automobile and tyre 
Breweries 
Healthcare 
Industrial and domestic product 
Building materials 
Chemical and paints 
Conglomerates 
Construction 
Printing and publishing 
Food/beverages and tobacco 
Packaging 
Petroleum (marketing) 
Textile 
Commercial/service 

2 
1 
2 
4 
3 
3 
3 
5 
2 
3 
4 
3 
5 
1 
1 

 Total 42 

Source: Nigerian Stock Exchange Fact Books (2005-2016).  

 

3.3. Data Analysis Instrument 

Panel data regression analysis was adopted. Two estimation methods – Fixed ef-

fects and Random effects were initially considered. The study, unlike some prior stud-

ies (Rehman, Rehman and Raoof, 2010, Okiro, Aduda and Omoro, 2015, Jaradat, 

2015 and Emoni, Muturi and Wandera, 2016), did not use simple pooled Ordinary 

Least Squares (OLS) as estimation technique due to the fact that companies of differ-

ent sizes and sectors comprised the sample and the use of simple pooled OLS may not 

give correct inferences on the relationship between the study variables. In line with 

Jang and Park (2011), Kouser, et al., (2012) and Kajola, Agbanike and Adelowotan 

(2016), Fixed effects model (with least squares as estimation technique) and Random 
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effects model (GLS as a method of estimation) where lagged values are not included 

among the regressors were applied, in order to mitigate the occurrence of omitted 

variables, measurement error of explanatory variables or reverse causality among 

variables.  

3.4. Variable Description and Development of Hypotheses 

Based on the discussion in the literature review, the study has only one depend-

ent variable (capital structure), and three variants of corporate governance mechanism 

(board size, board independence and board gender diversity). Two variables (profita-

bility and firm size) are included to serve as control variables.  

The hypotheses of the study are: 

H01: There is no significant relationship between capital structure and board size. 

H02: There is no significant relationship between capital structure and board in-

dependence.  

H03: There is no significant relationship between capital structure and the pro-

portion of women on the board. 

3.5. Model Specification 

The model is framed in accordance with what is obtained in the prior reviewed 

literature (Abor, 2007, Rehman, Rehman and Raoof,  2010, Velnampy and Nimal-

thasan, 2013, Agyei and Owusu, 2014, Uwuigbe, 2014, Okiro, Aduda and Omoro, 

2015 and Kyriazopoulos, 2017) and is as presented in equation 3.1: 

LEVit = β0 + β1BSZit + β2 IND it + β3WOMit + β4PROFit +β5FSZit+ e it (3.1) 

Where, 

LEV = Total debt to total asset 

BSZ = Board Size 

IND = Independent or Outside directors 

WOM = Women on corporate boards 

PROF = Profitability 

FSZ = Firm size 

β0 = Intercept of the equation 

β1----- β5  = Coefficients of independent and control variables 

e it = stochastic error term 

3.6. Measurement of Variables 

The definition or measurement of variables used in the study is depicted in Table 2. 
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Table 2 

Measurement of Variables 

Name Symbol Definition/Measurement 

Capital structure LEV 
Total debt  
Total assets 

Board size BSZ Log of total number of directors on the board 

Board independence IND 
Number of non-executive directors Total board 
membership 

Board gender diversity WOM 
Number of women directors  
Total board membership 

Profitability PROF 
Profit after tax  
Total assets 

Firm size FSZ Log of total assets 

Source: Adapted from Agyei and Owusu (2014), Uwuigbe, 2014, Okiro, Aduda and 

Omoro (2015) and Kyriazopoulos (2017). 

 

4. Results and Discussion   

4.1. Descriptive Statistics 

The summary of the descriptive statistics of the variables are provided in Table 

3. The average leverage of the sampled firm is 0.2163. This suggests that the propor-

tion of total debt to the total assets of the firms used in the study is about 22%, which 

is quite low. While the minimum leverage is 0% (depicting that some firms did not 

apply debt financing during the study period, but the maximum leverage ratio of 

3.0908 indicates that a firm used debt capital as much as thrice the size of its total 

assets. The average independent (or outside) director on the boards is about 77%. The 

corporate board size of 0.9447 indicates that on the average 9 members (log inverse 

0.9447) constituted the board during the period of study. The proportion of women on 

board is about 5.34% while in some cases there were firms without women on their 

boards (minimum 0.0000), while the maximum representation of women on board is 

33.33% of board membership. The average profitability of the firms is 0.0503 indicat-

ing that for every N1 total asset, the profit element accounted for only 5 Kobo. Fur-

thermore, Table 3 depicts that the average firm size (9.6919) is about N5 billion (that 

is log inverse 9.6919), approximately US $ 16.4 million. 
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Table 3 

Descriptive Statistics 

 
Mean Minimum Maximum 

Standard 
deviation 

Skewness Kurtosis 

LEV 
IND  
BSZ 
WOM 
PROF 
FSZ 

0.2163 
0.7742    
0.9447 
0.0534 
0.0503 
9.6919 

0.0000 
0.0909 
0.4771 
0.0000 
-3.0259 
7.9967 

3.0908 
0.9333 
1.2041 
0.3333 
0.5080 

11.4990 

0.2532 
0.1394 
0.1158 
0.0734 
0.1711 
0.7413 

4.4479 
-1.1663 
-0.7155 
1.1163 

-11.8081 
-0.1722 

42.8400 
3.8377 
4.2664 
3.3918 

209.8345 
2.3344 

Source: Authors’ computation.  

 

4.2. Multicollinearity Test 

The use of multiple regression is premised on the fundamental principle of ab-

sence of multicollinearity among the explanatory variables. Two methods were used 

to test for multicollinearity in the study. These are Vector Inflation Factor (VIF) and 

Tolerance Value (TV). A variable with VIF of greater than 10.0 or TV value closer to 

zero) indicates high multicollinearity between it and other explanatory variables 

(Asaeed, 2005, Wooldridge, 2009 and Gujarati & Porter, 2009) 

The result of the multicollinearity test is presented in Table 4.  

Table 4 

Multicollinearity result 

Variable VIF TV 

IND 
BSZ 
WOM 
PROF 
FSZ 
Average 

1.115 
1.403 
1.195 
1.020 
1.363 
1.219 

0.897 
0.713 
0.837 
0.980 
0.734 
0.832 

Source: Authors’ computation.  

 

As seen in Table 4, no variable has VIF of above 10 or TV of less than 0.1.  The 

VIF values range between 1.020 and 1.403, with average value of 1,219 while TV 

ranges between 0.713 and 0.981; thereby confirming non-existence of multicollineari-

ty among the study’s explanatory variables. 
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4.3. Correlation 

The results presented in Table 5 indicated the correlation matrix of all the varia-

bles used. 

Table 5 

Correlation Matrix 

 LEV BSZ IND WOM PROF FSZ 

LEV 1       

BSZ -0.014 
(0.374) 

1 
 
 

 
 

 
 

 
 

IND 0.007 
(0.434) 

0.103** 
(0.011) 

1 
 
 

 
 

 
 

WOM 0.550** 
(0.017) 

-0.285*** 
(0.000) 

-0.296*** 
(0.000) 

1 
  

PROF -0.518*** 
(0.000) 

-0.020 
(0.327) 

-0.015 
(0.370) 

-0.047 
(0.146) 

1 
 

 

FSZ 0.008 
(0.431) 

0.489*** 
(0.000) 

-0.042 
(0.171) 

-0.193*** 
(0.000) 

0.102** 
(0.011) 

1 

*, **, *** indicate 10%, 5% 1% significance level, respectively 
Source: Authors’ computation.  

 

From Table 5, there is an indirect association between leverage and corporate 

board size, but insignificant. Insignificant and direct association exists between lever-

age and independent director variable. The same result was produced for the associa-

tion between leverage and firm size. The association between leverage and board 

gender diversity (women on corporate board) is positive and significant at 5% level. 

Following the suggestion of Pecking order theory of Myers (1984) the association 

between leverage and profitability is negative and significant at 1% level. However, a 

major drawback to the use of correlation as data analytical tool is that it only shows 

direction and not strength of relationship. In mitigating the flaw in the use of correla-

tion, the study used regression analysis. 

4.4. Regression 

The study conducted multivariate regression exercises based on Fixed effects 

model (with least squares as a method of estimation) and Random effects model (with 

Generalised Least Squares, GLS as a method of estimation). Table 6 presents the re-

gression results.  



Izvestiya 
2019  •  Volume 63  •  №1 

60 

Table 6 

Regression Results 

Variable 
        Fixed   
coefficient 

effects 
t-stat 

 
prob 

   Random 
coefficient 

effects 
t-stat 

 
prob 

Constant -2.8417 -5.4995*** 0.0000 -0.6939 -2.7594*** 0.0060 

IND  0.1254 1.5374 0.1249  0.0962  1.2837 0.1999 

BSZ  0.1580 1.4207 0.1561  0.0293  0.2866 0.7745 

WOM  0.5759 3.5251*** 0.0005 0.4580 3.0482*** 0.0024 

PROF -0.5254 -10.5265*** 0.0000 -0.5601 -11.5147 0.0000 

FSZ  0.2897 5.5775*** 0.0000  0.4837 3.2519*** 0.0012 

R2 0.6394  0.2415    

Adj R2 0.5933  0.2166    

F-stat 
Prob 

13.876*** 
0.0000 

 
9.6899*** 
0.0000 

   

Durbin-
Watson 

1.8020  0.9839    

Observation 504  504    

*, **, *** indicate 10%, 5% 1% significance level, respectively 
Source: Authors’ computation. 

 

Results show some areas of semblance in the two models. The relationship be-

tween leverage and independent director is positive and statistically insignificant; 

leverage and board size is also positive and insignificant; and leverage and board 

gender diversity is positive and significant at 1% level. Hausman (1978) specification 

test was employed to help in determining which of the two estimates - Fixed or Ran-

dom effects is better to make inferences. 

4.5. Result of Hausman Test 

Hausman specification test hypothesizes that Fixed and Random effects models’ 

estimates do not differ substantially. According to Wooldridge (2009), if the prob 

value of the Chi-square is statistically significant (p ˂ 0.05), the estimation based on 

the Fixed effects will be better off. The opposite favours the use of Random effects 

model. 
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Table 7 

Hausman Test Summary 

Model 
Dependent 
variable 

Chi-square 
statistic 

Chi-square 
degree of freedom 

prob 

1 LEV 15.2765 5 0.0025 

Source: Authors’ computation.  

 

From Table 7, the prob value of the Chi-square is 0.0025 and statistically signifi-

cant at 1% (p ˂ 0.05), hence Hausman test suggests the use of the outcome of Fixed 

effects model for making valid inferences. 

4.6. Discussion 

Using results of Fixed effects model as provided in Table 6, the Durbin-Watson 

value of 1.8020 is within acceptable threshold of 1 and 3 (Asaeed, 2005) and it indi-

cates absence of serial autocorrelation among the study’s explanatory variables. The 

F-stat value of 13.876, which is significant at 1% level (p ˂ 0.05) shows the good 

fitness of the model. 

Table 6 shows that there is a positive but insignificant relationship between lev-

erage and corporate board size. It indicates that corporate board size has no signifi-

cant influence on capital structure decision. The finding is consistent with studies of 

Rehman, Rehman and Raoof (2010), Al-Najjar and Hussainey (2011), Velnampy and 

Mimalthasan (2013), Amir, Mehdi and Mahmoud (2014), Javeed, Hassan and Azeem 

(2014), Budiman (2015), Corsi and Prencipe (2015), Hafez (2017) and Mwambuli 

(2018). However, it is contrary to the findings of Abor (2007), Hassan and Butt 

(2009), Uwuigbe (2014) and Kyriazopoulos (2017) that show negative relationship 

and that of Jaradat (2015) and Okiro, Aduda and Omoro (2015), which indicate posi-

tive relationship. The null hypothesis 1 is hereby failed to be rejected. Thus, there is 

no significant relationship between corporate board size and capital structure.  

Table 6 reveals that the relationship between board independence and capital 

structure is positive but statistically insignificant. It indicates that outside members of 

the board do not significantly affect the discussion on the capital structure of the firms 

on whose boards they sit. Similar results were found by Kyereboa-Coleman and 

Biekpe (2006), Hamid, et al., (2011) and Mwambuli (2018). It is however incongru-

ent with the studies conducted by Akbari and Piri (2011), Uwuigbe (2014), Budiman 

(2015), Kajananthan (2016) and Purag and Abdullah (2016), which produced negative 

relationship and Abor (2007),  Javeed, Hassan and Azeem (2014), Jaradat (2015) and 
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Kyriazopoulos (2017), that produced positive relationship between capital structure 

and board independence. The null hypothesis 2 is hereby failed to be rejected. Thus, 

there is no significant relationship between board independence and capital structure 

of firms. 

Board gender diversity, as reported in Table 6, exhibits a positive and statistical-

ly significant relationship with capital structure. This is significant at 1% level. It 

clearly reflects that women on board significantly influence decision concerning capi-

tal structure of firms which they represent. Hence, by having more women on board, 

firms tend to work effectively (Rovers, 2013) and have more access to capital and 

better ways of financing (Emoni, Muturi and Wandera, 2016).  The outcome of this 

study is also empirically supported by Jaradat (2015) and consistent with the submis-

sions of Agency and Resource dependence theories.  It is however against the find-

ings of Faccio, Marchica and Musa (2012) and Loukil and Yousfi (2015) that pro-

duced negative relationship between the two variables. The null hypothesis 3 is re-

jected in favour of alternative hypothesis. Thus, there is a significant relationship 

between board gender diversity and capital structure.  

Table 6 reported an indirect and statistically significant relationship between 

profitability and capital structure at 1% level. The finding is in accordance with Peck-

ing order theory. The outcome is also empirically supported by the studies conducted 

by Leonard and Mwasa (2014), Mwangi, Makau, and Kosimbei, (2014), Haron 

(2014), Budiman (2015), Kajola (2015), Purag and Abdullah (2016), Kallamu (2016), 

Kyriazopoulos (2017) and Anju and Rashmi (2018). The relationship between firm 

size and capital structure is positive and statistically significant at 1% level and is 

supported by Maxwell and Kehinde (2012), Wahab and Ramli (2014), Mahdi, 

Behnaz, Mansoureh. and Neda (2014), Onaolapo, Kajola and Nwidobie (2015), Purag 

and Abdullah (2016), Kyriazopoulos (2017) and Uzma, et al., (2018). 

5. Conclusion and recommendations  

The study examined the relationship between corporate governance mechanism 

(board size, board independence and board gender diversity) and capital structure 

(leverage) of 42 Nigerian listed non-financial firms for the financial years, 2005-

2016. This represented 504 firm-year observations. 

The major finding of the study is that there is a positive and statistically signifi-

cant relationship between board gender diversity and capital structure. This implies 

that women directors perform a critical role on the various boards of companies when 

issues concerning financing mode are discussed. Another specific finding of the study 

is that there is no significant relationship between corporate board size and board 
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independence and capital structure. This suggests that board size and board independ-

ence are not relevant when capital structure issues are being discussed during board 

meetings. 

Following the outcome of the study, it is hereby recommended that company’ 

shareholders (or owners) should nominate more female members on corporate boards 

as they tend to represent their (owners’) interest positively. Female directors take time 

to study issues critically before decisions on them are taken. The reputation and con-

nection with other stakeholders of the company are improved when a board has at 

least a woman in the boardroom. 

Furthermore, regulatory bodies such as the Financial Reporting Council of Nige-

ria and the Securities and Exchange Commission (SEC) can take a cue from some 

other countries on board gender diversity issue. The Spanish law for instance encour-

aged balanced representation (each sex having at least 40% of board membership) 

while in Norway a company can be permanently shut down as a last resort if signifi-

cant representation of female directors is not on corporate board (Rovers, 2013). 

Hence, the recently released Nigerian Code of Corporate Governance of 2018 (which 

revised the earlier SEC Code of 2011) should be urgently reviewed to make it manda-

tory for companies to reserve a specified number (but not less than one-third of the 

board size) for female directors on corporate boards. 

For future studies, increasing the sample size and study time frame may produce 

a more robust result. The effect of other corporate governance variants not covered by 

this study like managerial ownership and institutional ownership on capital structure 

decision can also be considered. This study can also be replicated in other developing 

countries having similar economic and social features with Nigeria, particularly in 

Asia, Latin America and Eastern Europe.    
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