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Abstract 

 This study was motivated by the need to address the current changes in the business 

environment and the increasing role of operation functions in responding to these 

challenges for the enhancement of high performance. The main objective of this study is 

to ascertain the impact of CEO characteristics on firm performance. The study was 

restricted to the Nigerian banking sector. Ordinary Least Regression technique was 

employed. The results show that CEO tenure and CEO remuneration have positive impact on 

performance while CEO gender and CEO educational background have no significant impact on 

firm performance. The study recommended that the Apex bank should encourage banks to review 

CEO remuneration in order enhance performance. 

 

                      

                                                        INTRODUCTION 

Chief Executive Officers (CEOs) have repeatedly been referred to as icons in accounting research 

and in the business world. The popularity of a CEO is a function of his ability to revive a dying 



firm back to life and infuse energy into the firm to enable it bound back to its feet. Hambrick and 

Mason (1984) contend that the strategic vision and the organizational direction followed by the 

CEO is subject to his/her understanding of the changing business world. The authors argue that 

the CEO’s attitude toward organizational success depends on his experience, educational 

background, functional background and other demographic factors. The way he perceives glitches 

and the perceptual alignment deployed in the decision making process is instrumental to his 

success.  

The deterioration of the economies of nations  world over and the slow downturn in most 

companies have  caused a  paradigm shift from concentrating on issue such as expansion, strategy 

and  excited deal to restructuring of operations, designing product lines, enhancing debt recovery 

procedures, and making other tasks not thought of before (Jim, 2009). Hambrick (2007) adds that 

CEOs’ actions are built on their personal understandings of the strategic circumstances they are 

faced with and this intention depends on the CEO’s  educational background and beliefs .The 

author further argues that firm performance can much be explained by managerial features of the 

CEO. Some schools of thought (Child,1972) assert that CEOs are also involved in strategic 

decision making process and choices that impact directly on the performance of the firm. CEOs 

actions reshape organizational structures and make them adaptive to the environmental and 

economic challenges. The proponents of this school of thought argue that in a competitive 

economy, the quality and performance of the managers determine the success and sustainability of 

the business. Some are of the opinion that the financial crisis that took place in the last decade and 

the current stock market turmoil in the U.S and EU led to changes in the ways firms perform 

business, changes in ownership structures and consumers’ needs have also significantly changed. 

Arising from series of happenings world over it became imperative for firms to adjust their 

strategic goals and redefine their organizational vision. The wind of change that blew over the 



global business arena have drastically affected the basic organizational functions of marketing, 

product/service development and the operations functions. The accounting and finance function 

which have often facilitated and made available information available to top management for 

decision making have also witnessed changes across the globe. The usage of e-commerce and the 

internet to access various economic based information outlets unlike before have changed these 

support functions dramatically. Taking  into cognizance these changes  it is germane to for us to 

critically scrutinize those CEO characteristics that affect firm performance given that such factors 

may influence the way business problems are perceived by managers and the mental process which 

they use in the decision making process (Fligstein, 1990). Koyuncu (2010) argues that the CEO 

intellectual placement influences the competitive strategy followed by a firm given that such 

values shape the assumptions made about present, future and alternative actions. 

 In spite of the general agreement that CEO characteristics influence firm performance in some 

specific way theorist and scholars have divided opinions and have been able to provide little 

evidence to substantiate that fact that managerial/behavioral characteristics, educational 

background or CEO attributes have significant effect on firm performance (Fligstein, 1990).  

Similarly, studies in economics support the notion that CEOs individual differences like age, 

tenure or gender have significant relationship with firm performance. Some scholars argue that 

female CEOs are better managers of resources because they are more prudent in spending than 

their male counterpart (Benmelech & Frydman 2013; Bertrand & Schoar, 2003). Statistical 

summaries of decades of researches in psychology of entrepreneurship also show a connection 

between CEO gender diversity and firm performance.  Some researchers are of opinion that 

younger CEOs perform better than older ones because they are still full of energy to work round 

the clock. On the contrary Benmelech and Frydman (2013) argue that maturity cannot be bought 

with money hence older CEOs perform better than younger CEOs.       

The financial crises that took place in the Nigerian bank sector in last two  decades which  led to 

the collapse of some banks was attributed (by stakeholders) to lack of transparency, lack of 



accountability and elongated CEO tenure hence the objective of this study is to ascertain the impact 

of CEO characteristics on firm performance. 

                                                

                                          

                                    LITERATURE REVIEW 

Alice et al (2000) perform a study to ascertain the relationship between CEO educational 

background and firm and firm performance.  Their results show that there is no proof to 

back the hypothesis that firms headed by a CEO with educational background in finance 

performs better than firms headed by CEOs with a no educational background in finance 

background.  

Daellenbach et al. (1999) examine the impact of CEO educational background on firm 

performance using a total of 145 firms from primary metals industry and 99 firms in 

semiconductors. The results show that firms managed by CEOs with educational 

background in operations related subjects and those with technical education, 

experienced have better technological initiatives than firms headed by CEOs with 

educational background in  finance and accounting. 

Koyuncu et al. (2010) examine the effects of CEO educational background on firm 

performance from 1992- 2005. The results reveal that firms managed by CEO with 

educational background in operation related subjects such as engineering perform better 

than firms headed by CEOs with other functional background.  Aaron et al. (2010) perform 

a study to ascertain the impact of CEO educational background on firm performance. 

Their results show that there is no significant   proof to substantiate the hypothesis that 

firms managed by CEOs with MBA have better performance than firms headed by CEOs 

who hold degrees in Liberal arts or law. Gottesman et al. (2010) specifically, they find no 



evidence in support of the hypothesis that firms managed by CEOs with MBA degree 

perform better than firms managed by a CEO with a liberal arts and law. They also found 

no evidence to support the hypothesis that firms managed by CEOs from more selective 

schools with high GMAT and SAT score performed better than other firms headed by 

CEOs from less selective Schools 

Khan and Vieito (2013) use panel data of U.S. firms from 1992 -2004 to ascertain the relationship 

between CEO gender and firms performance.  Their empirical results reveal that a firm’s risk level 

is smaller when the CEO is a female, resulting in a performance increase as measured by return on 

assets. On the contrary Lam et al. (2013) using Chinese firms find that female CEO has no 

significant impact on firm performance.  

Agency Theory asserts that elongated tenure of CEO can lead impaired board independence. When 

the CEO tenure is elongated then the CEO feels entrenched and empowered and does not like to 

be questioned by anyone.  CEOs become bonded to the board members, which affects the 

objectivity of CEO’s assessment by the board. Suffices to say that longer tenures of CEO affects 

board’s monitoring and hence firm’s performance. Kyereboah (2007) performs a study in Ghana 

to ascertain the relationship between CEO tenure and firm performance. His result shows that there 

is a negative relationship between CEO tenure and firm performance. However, in cases where the 

top executive remains longer with a company until normal retirement age, performance is not an 

explanation for the change in CEO turnover. On the contrary, Finkelstein and Hambrick (1989) 

find that there is no significant relationship between CEO tenure and firm performance. 

  On the other, stewardship theory looks at CEO’s tenure as an arrangement that gives continuity 

to the organization. Since the CEO is serving the firm for many years, so he/she understands 

organization culture and operations very well. CEO with long tenure can take long term strategic 

decisions for the firm and works towards competence building and longevity of the firm (Miller 

and Miller, 2006). Miller and Miller  (2006) argue that long CEO tenure makes the CEO to be 



more accountable for his/her action and also gives a sense of ownership towards the firm, which 

helps in aligning CEO’s goals with that of organization. 

 Methodology  

The population for this work comprises the entire bank quoted on the floor of the Nigerian stock 

exchange as at 31, December 2015.  The sample size was gotten by using the scientific method. 

The study employed Yaro Yamane (1974).   Simple random sampling techniques was applied to 

extract 12 banks. This was done to eschew bias selection. We used Yaro Yamane (1974) formula 

to calculate the sample size.  

The Yaro Yamane formula was used to determine the sample size as follows:  

21 Ne

N
n


             

Where n = the sample size  

n= Population  

e = level of precision (error limit) (For this study, 0.05 on the basis of 95% confidence level).  

n = 18/ 1 +18 (0.0025)2 =12.4 

 

 This study formulated a model to examine the relationship between firm performance and chief 

executive officer (CEO) characteristics. 

This model can be written as  

PER= f (CEOTE,CEOGEN,CEOEDU, CEOREM).  

It can also be represented mathematically as 

PER= B0 +B1 CEOTEN+B2 CEOGEN+B3 CEOEDUB +B4 CEOREM +E0. 

 

 

 

 

 

 

 

 

Model definition 



Variables Meanings measurement Aprior expectation 

PER firm performance Return on asset         + 

CEOTEN CEO tenure Number of  years spent         + 

CEOGEN CEO gender If CEO is male=1, if =0          + 

CEOEDUB CEO educational background Number of CEO  that 

have background in 

finance 

        + 

CEOREM CEO remuneration CEO salary for the year                 + 

Source: Researcher’s computation (2017) 

 

This is a longitudinal study which means that study looked at the relationship between dependent 

and independent variable over a period of time. A multi variant regression analysis was used to 

establish the relationship between the dependent and independent variable. Ordinary Least Square 

statistical techniques was used to ascertain the relationship between dependent and independent 

variable. Other tests were also performed to ascertained the model specification; stability test, 

diagnostic test and descriptive statistics. The data was run using E- view statistics package or 

software. 

 

Table 3 Regression result 

Variable Coefficient 
Std. 

Error  t-Statistic Prob.   
            

C 0.077430 0.064992  1.191385 0.2360 
CEOTEN 0.025072 0.007819  3.206715 0.0017 
COEEDU -0.027638 0.030839  -0.896194 0.3720 
CEOGEN -0.030418 0.064657  -0.470447 0.6389 
CEOREM 8.64E-08 2.44E-08  3.534580 0.0006 

           
R-squared 0.822059     Mean dependent var 0.147900 
Adjusted R-squared 0.791521     S.D. dependent var 0.194374 
F-statistic 3.997060     Durbin-Watson stat 1.947541 
Prob(F-statistic) 0.004501    

          
Source: Researcher’s computation 2017 

Table 3 above shows the ordinary least squares regression result conducted using Eviews 

7.0. The white heteroskedasticity-consistent standard error is used to control for possible 

heteroskedasticity in the model while the auto-regressive scheme AR (1) term was included in the 



model for autocorrelation.  As observed, the R2 and coefficient of determination is 0.82 which 

indicates that the model explains about 82% of the systematic variations in the dependent variable. 

The F-stat value of 3.99  and the associated p-value of 0.039 do not provide a basis for rejecting  

the hypothesis of a joint statistical significance of the model in addition to the assumption of 

linearity of the model at 5% (p=0.004>0.05). The evaluation of the slope coefficients of the 

explanatory variables reveals the existence of positive relationship between CEOTEN and ROA  

at 5% (β1=0.257, p=0.17<0.0017). This result is at variance with Coleman (2007) which finds that 

there is negative relationship between CEO tenure financial performance of Ghanian firms, it is 

also at variance with Finkelstein and Hambrick (1989) of no significant relationship between CEO 

tenure and firm performance. 

The effect of CEO educational background on firm financial performance as measured by 

Return on Asset (ROA) appears to be negative and but not significant at 5% (β2=-32.744, 

p=0.37>0.05).   The finding is at variance with a prior expectation which predicts a positive 

relationship between CEO educational background and firm performance. 

 The effect of CEO gender on firm financial performance (ROA) appears to be negative 

though not significant at 5% (β3= -0.30, p=0.68> 0.05).  The result is consistent with Khan and 

Vieito (2013) that shows insignificant relationship between CEO gender and firm performance. 

Finally, the effect of CEO remuneration on firm financial performance (ROA) appears to be 

positive at 5% (β3=6.8E, p=0.149>0.0006). The finding is in line with a prior expectation which a 

positive relationship between CEO remuneration and firm performance.  

The Durbin-Watson value of 1.94 indicates that stochastic dependence between successive 

units of the error term is unlikely in the model. 

 
 
 
Table 4: Diagnostic Test    



Serial correlation(LM test)  Ramsey reset test  

f-statistic = 20.5 f-statistic = 1.6 

Prob. F(2,113)=0.5000 Prob. F(1,114)=0.92 

Source: Researcher’s computation 2017.   
 

The following diagnostics tests for the regression results indicates the absence of in the model as 

the Breusch-pagan-Godfrey test was performed on the residuals as a precaution.  The LM test for 

high order autocorrelation shows that the likelihood of autocorrelation in the residuals is rejected 

and hence the regression estimates are not biased as the probabilities are greater than 0.05.  The 

Ramsey RESET test was performed to determine whether there were specification errors.  The 

results showed high probability values that were greater than 0.05, meaning that there was no 

significant evidence of miss-specification 

Table 5: Variance Inflation Factor (VIF) 

    

 Coefficient Uncentered Centered 

Variable Variance VIF VIF 
    

C  0.007697  26.90894  NA 

CEOTEN  6.42E-05  4.173659  1.005550 

COEEDU  0.001042  2.610421  1.071487 

CEOGEN  0.007666  25.68319  1.070133 

CEOREM  1.35E-15  1.353037  1.007205 

Source: Researcher’s computation 2017 
 

The results of the Jacque-bera statistics assesses the normality of the distribution of scores. The 

variance inflation factor (VIF) shows how much of the variance of a coefficient estimate of a 

regressor has been inflated due to collinearity with the other regressors. Basically, VIFs above 10 

are seen as a cause of concern as observed, none of the variables have VIF’s values exceeding 10 

and hence none gave serious indication of multicollinearity. 



                                  

 

CONCLUSION AND RECOMENDATION 

The assumption, retaining the behavioral and cognitive approach as a framework can agree with 

the principle of efficiency and promotes the role of creator of wealth of CEO linked to its human 

capital. . In contrast to the disciplinary approach to governance, cognitive and behavioral approach 

emphasizes the alignment of interests between shareholders and managers and highlights the 

capacity of CEO to create value for their managerial capabilities. This approach mobilizes the 

characteristics of CEO as a factor in creating value through their personalities, their strengths, their 

weaknesses, their values and beliefs and their attributes have an impact on firm performance  In 

this regard, the activism of CEO, far from being incompatible with the principle of effectiveness, 

can increase business performance through their specific managerial skills. This requires the 

maintenance of a sufficient discretionary space (synonymous with managerial latitude) to allow 

the creation of managerial rents. 

The study finds that CEO tenure has positive impact on firm performance (ROA). CEO educational 

background has no significant impact on firm performance. CEO gender also has no significant 

effect on firm performance. Finally, the result shows that CEO remuneration has a positive impact 

on firm performance.  

The study recommended that the Apex bank encourage banks to review CEO remuneration in 

order enhance performance. Secondly, the  result is consistent with the notion that long CEO tenure 

enhances  financial performance  because of their expertise and experience hence this study recommended 

that the maximum ten years tenure for CEO should  be reviewed.  
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Dependent Variable: ROA   

Method: Panel Least Squares   
Date: 07/09/17   Time: 21:25   

Sample: 2004 2015   
Periods included: 12   

Cross-sections included: 10   
Total panel (balanced) observations: 120  

White diagonal standard errors & covariance (no d.f. correction) 
     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     C 0.077430 0.064992 1.191385 0.2360 

CEOTEN 0.025072 0.007819 3.206715 0.0017 

COEEDU -0.027638 0.030839 -0.896194 0.3720 
CEOGEN -0.030418 0.064657 -0.470447 0.6389 

CEOREM 8.64E-08 2.44E-08 3.534580 0.0006 
     
     R-squared 0.122059     Mean dependent var 0.147900 

Adjusted R-squared 0.091521     S.D. dependent var 0.194374 



S.E. of regression 0.185266     Akaike info criterion -0.493278 
Sum squared resid 3.947188     Schwarz criterion -0.377132 
Log likelihood 34.59667     Hannan-Quinn criter. -0.446111 
F-statistic 3.997060     Durbin-Watson stat 0.947541 

Prob(F-statistic) 0.004501    
     
      

 

 

 

 ROA CEOTEN COEEDU CEOGEN CEOREM 
ROA  1.000000  0.262765 -0.099874 -0.041043  0.198964 

CEOTEN  0.262765  1.000000 -0.001088  0.054984 -0.047883 
COEEDU -0.099874 -0.001088  1.000000  0.249892 -0.069380 

CEOGEN -0.041043  0.054984  0.249892  1.000000 -0.026074 
CEOREM  0.198964 -0.047883 -0.069380 -0.026074  1.000000 

 

 

 

 

 

 

 

 

 

 

 

 

 

 ROA CEOTEN COEEDU CEOGEN CEOREM 
 Mean  0.147900  3.758333  0.650000  0.958333  270314.2 

 Median  0.040000  3.500000  1.000000  1.000000  121070.5 
 Maximum  0.950000  10.00000  3.000000  1.000000  2565000. 

 Minimum -0.310000  1.000000  0.000000  0.000000  106.0000 
 Std. Dev.  0.194374  2.126250  0.544645  0.200664  463246.5 

 Skewness  1.423232  0.560725  0.324355 -4.587317  3.382097 
 Kurtosis  6.029950  2.692217  4.135921  22.04348  14.85527 

      
 Jarque-Bera  86.41475  6.761899  8.555704  2234.140  931.5092 

 Probability  0.000000  0.034015  0.013872  0.000000  0.000000 
      

 Sum  17.74800  451.0000  78.00000  115.0000  32437700 
 Sum Sq. Dev.  4.495959  537.9917  35.30000  4.791667  2.55E+13 

      
 Observations  120  120  120  120  120 
 

 



 

 
Variance Inflation Factors  

Date: 07/09/17   Time: 21:40  
Sample: 1 120   

Included observations: 120  
    
     Coefficient Uncentered Centered 

Variable Variance VIF VIF 
    
    C  0.007697  26.90894  NA 

CEOTEN  6.42E-05  4.173659  1.005550 
COEEDU  0.001042  2.610421  1.071487 

CEOGEN  0.007666  25.68319  1.070133 
CEOREM  1.35E-15  1.353037  1.007205 

    
    

 

 

 

 

 

 

 

 

 

 

 
Breusch-Godfrey Serial Correlation LM Test:  

     
     F-statistic 20.58644     Prob. F(2,113) 0.5000 

Obs*R-squared 32.04678     Prob. Chi-Square(2) 0.0000 
     
          

Test Equation:    

Dependent Variable: RESID   
Method: Least Squares   

Date: 07/09/17   Time: 21:41   
Sample: 1 120    

Included observations: 120   
Presample missing value lagged residuals set to zero. 

     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     C -0.041934 0.076527 -0.547957 0.5848 

CEOTEN 0.001879 0.006943 0.270622 0.7872 
COEEDU -0.018646 0.028347 -0.657797 0.5120 

CEOGEN 0.048613 0.076829 0.632748 0.5282 
CEOREM 2.47E-09 3.22E-08 0.076779 0.9389 

RESID(-1) 0.556243 0.093816 5.929116 0.0000 
RESID(-2) -0.075600 0.096327 -0.784827 0.4342 



     
     R-squared 0.267057     Mean dependent var 1.91E-17 

Adjusted R-squared 0.228139     S.D. dependent var 0.182125 
S.E. of regression 0.160007     Akaike info criterion -0.770631 

Sum squared resid 2.893066     Schwarz criterion -0.608027 
Log likelihood 53.23787     Hannan-Quinn criter. -0.704597 
F-statistic 6.862145     Durbin-Watson stat 1.927256 
Prob(F-statistic) 0.000003    

     
      

 

 

 

 

 

 

 

 

 

 
Ramsey RESET Test   

Equation: EQ01   
Specification: ROA C CEOTEN COEEDU CEOGEN CEOREM 

Omitted Variables: Squares of fitted values  
     
      Value df Probability  

t-statistic  1.694867  114  0.0928  
F-statistic  2.872576 (1, 114)  0.0928  
Likelihood ratio  2.986295  1  0.0840  

     
     F-test summary:   

 Sum of Sq. df 
Mean 

Squares  

Test SSR  0.097017  1  0.097017  
Restricted SSR  3.947188  115  0.034323  

Unrestricted SSR  3.850172  114  0.033773  
Unrestricted SSR  3.850172  114  0.033773  

     
     LR test summary:   

 Value df   

Restricted LogL  34.59667  115   
Unrestricted LogL  36.08982  114   

     
          

Unrestricted Test Equation:   
Dependent Variable: ROA   
Method: Least Squares   

Date: 07/09/17   Time: 21:42   
Sample: 1 120    
Included observations: 120   

     
     



Variable Coefficient Std. Error t-Statistic Prob.   
     
     C 0.080608 0.087045 0.926046 0.3564 

CEOTEN -0.020797 0.028206 -0.737327 0.4624 

COEEDU 0.011779 0.039573 0.297653 0.7665 
CEOGEN 0.017536 0.091341 0.191988 0.8481 
CEOREM -1.23E-07 1.29E-07 -0.955739 0.3412 
FITTED^2 5.834682 3.442560 1.694867 0.0928 

     
     R-squared 0.143637     Mean dependent var 0.147900 

Adjusted R-squared 0.106077     S.D. dependent var 0.194374 
S.E. of regression 0.183776     Akaike info criterion -0.501497 

Sum squared resid 3.850172     Schwarz criterion -0.362122 
Log likelihood 36.08982     Hannan-Quinn criter. -0.444896 
F-statistic 3.824231     Durbin-Watson stat 0.979940 
Prob(F-statistic) 0.003067    

     
      

 

 

 

 

 


