
Introduction

The diversity and influence of corporate 

governance cannot be overemphasised in 

corporate entities, this phenomenon has been 

examined in all spheres of endeavours of 

company to measure its influences on 

profitability, performance, shareholders' wealth, 

Director Remuneration, etc. but the attributes of 

soundness and functionality of governance 

mechanism still embedded with inexhaustible and 

latent mechanisms that are still relevant in 

corporate world. Corporate governance is the 

structure of guidelines, practices rules, and 

processes through which a corporate organisation 

are directed and meticulously organised. It is 

essential and crucial in the administration of 

corporations in order to strike balances among the 

interests and stakes of a company's diversity 

stakeholders, such as management, investors, 

government,  shareholders, customers, creditors, 

and the public.

The phenomenon has the framework of guidelines 

and structures that Board of Directors employed to 

ensure accountability, fairness and transparency in 

corporate organization with its all inclusivism 

stakeholders with target to facilitate effective, 

entrepreneurial and prudent management that can 

provide a successful future perpetuity of company. 

This study examined inexhaustible potency of corporate governance mechanisms to explain 

relationship between a set of corporate governance variables and employees' compensation of listed 

companies in industrial sector of Nigerians stocks exchange for the period 2012 to 2016. The data 

used were extracted form annual reports of these companies, it was subjected to pre and postmortem 

to examine the reliability and validity of these data, used ordinary least square of multiple regression 

statistical tools, result  revealed that board gender diversity, number of non-executive directors, 

board size and institutional ownership were positively associated with employee compensation. 

However, board independence, chief executive officer ownership, chairman ownership, and number 

of female directors and leverage had inverse correlation with employee compensation. Controlling 

for the effect of firm value of the study revealed that leverage has a negative  and significant 

relationship with constant influence on firm value and chief executive officer ownership also had 

negative and significant relationship with increasing influence on firm value, moreover, both board 

size and institutional ownership had positive association with employee compensation board size is 

significant but has decreasing influent and institutional ownership is also has decreasing influent 

and insignificant on  firm value
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Again frequent and increasing of cases corporate 

collapse, failures and fraudulent in the recent time 

stirs public interest in corporate governance, 

(Nyatichi, 2016)   The frameworks of corporate 

governances had been dissected with director's 

remunerations, according to Hong, Li, and Minor, 

(2016) and Yatim, (2010) opined that good 

corporate governance has direct link with director 

remunerations Odartei-Mills, (2015) investigates 

corporate governance structure and shareholder 

wealth maximisation with intension to establish 

whether correlation exist between them. 

Employee in corporate organisation is lifeblood, 

engine room and active and proactive agent of 

dynamism to the success or failure of any 

institutions, hence, the interest of employee in the 

functionality and success of organisation, in 

particular, good governance mechanism must also 

be factored into the structures of organisation. 

Several dimensions of corporate organisation 

endeavour had been examined by different 

research scholars in association with governance 

structures. The purview of the paper is to enhance 

and widen horizon of corporate governance 

mechanism in association with employees' 

compensation and further to measure the 

moderating effect of firm value as it influences 

employees' compensation 

According to Kharbande,(2012) opined that the 

responsibilities of corporate entity transvers not 

only to their clients, customers but to welfare of 

workforce that  reengineering of other resources 

to finished products. Employees efforts is crucial 

to corporate progress, succession planning and 

sustainable development, hence, corporate 

responsibility toward employees relate to 

reimbursement of wages, benefits and allied 

entitlements is germane (Tenkorang, 2012). 

Therefore, considering the cruciality of 

occupancy of employees in organisation, we are 

motivated to investigate the perceived extent to 

which corporate governance mechanisms predict 

employees' compensation and also to see the 

moderating effect of firm value in corporate 

entities.

Even though, several of researched papers on 

corporate governance structures exist, but there is 

no one has research on the association between 

corporate governance mechanisms and 

employees' compensation and firm value as 

moderator or/as interconnection. For instance, 

AlQudah, (2012); Duke II and Kankpang, (2011) 

study and determine the interaction that subsist 

amid corporate governance indexes and 

performance of corporation and governance of 

corporation and contentment of customers. 

Nevertheless, classical research revealed the 

significance of employee power in corporate 

business commitment (Claydon & Doyle, 1996). 

Likewise, employees have been acknowledged as 

significant interested party among all others and 

therefore can be expected to have the biggest 

power in terms of interested party commitment.

With these submissions, the paper is to examine 

the perceived connexion between corporate 

governance mechanisms and employees' 

compensation and firm value as moderating factor 

in industrial sector of Nigerian stock exchange. 

The objective of this study is to validate how a firm 

value philosophy have emotional impact the 

connection between corporate governance 

mechanisms and employees' compensation. This 

study evaluates firm value philosophy imports of 

corporate governance mechanisms and 

employees '  compensation with precise 

highlighting on the relationship among corporate 

governance  prox ies ,  wi th  employees '  

compensation and examine the moderating 

influence of a firm value philosophy on the 

corporate  governance – compensat ion 

AE-FUNAI Journal of Accounting Business and Finance (FJABAF)

95



relationship. The cogent of the study, one, to 

establish if there exist connection between 

proxies of corporate governance and employees' 

compensation, two that the moderating influence 

of firm value and corporate governance can fully 

leverage on employees' compensation. 

LITERATURE REVIEW

Conceptual framework

A conceptual framework refers to when an 

investigator intellectualizes the relationship 

between variables in the study and the 

relationship can be shown in mission and vision 

statement or graphically or diagrammatically. 

According to Mugenda and Mugenda, (2003) it is 

an imagined model identifying concepts under 

study and their relationship. The conceptual 

framework hereunder illustrates the perceived 

link between the independent (corporate 

governance proxies) and dependent variable 

(employee compensation) moderated by the firm 

value. 

Source: Researcher's finding (2018)

Corporate governance is the structure of 

guidelines, practices rules, and processes through 

which a corporate organisation are directed and 

meticulously organised. It is for all intents and 

purposes involve striking balance among the 

legitimate interests and those that have in the 

company. 

Corporate governance is defined the way 

companies are managed, directed and controlled 

(Collier, 2005). The above meanings, we observe 

governance in corporation is like the building 

block of corporate establishments as well as the 

motivation of good employee behaviour as a result 

of well package of compensation of employee. The 

organization that target effective and functional 

corporate governance as a mean of striking 

balance amongst stakeholders' legitimate interest 

in the organisation, the critical success factor is 

employee welfarism.

Corporate governance has the framework of 

guidelines and structures that board of directors 

employed to ensure accountability, fairness and 

transparency in corporate organization with its all 

inclusivism stakeholders with target to facilitate 

effect ive,  entrepreneurial  and prudent  

management that can deliver a successful future 

perpetuity of company. The target and 

achievement of corporate governance is welfares 

of all-inclusive stakeholders. Quantum of proxy 

had been employed to capture corporate 

governance mechanism by researchers but, 

according to Dharmastuti, and Wahyudi, (2013) 

dissected corporate governance proxy into internal 

and external mechanism, the target of the paper is 

to use board of directors composition, board size 

(internal mechanism) and leverage and debt and 

large shareholders/ institutional shareholders 

(external mechanism) 

Employees' compensation or payment refers to the 

derived reimbursements that an employees receive 

in exchange for their efforts provided to the 

c o r p o r a t e  o r g a n i z a t i o n .  E m p l o y e e s '  

compensations are usually have highest shucked 

of expenses in any corporate firm.

Henneman (2011) opined that compensation 

ideology elucidates the objective and values 

superintending compensation strategies; which 

skills the organisation rewards; whether the 
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company pays at the average of the labour market 

where the organisation operates or above or below 

it; and which types of compensations are 

available. In view of this employees' 

compensation is within the purview of decision 

making agenda of Board of Directors' primary 

assignment. Hence, this leads us to empirical 

review of extant literature to establish the nexus 

between corporate governance and employees' 

compensation 

Board of Composition and Employees' 

Compensation

Board composition encompasses combination of 

independent directors and non-independent 

directors. The ratio of non-executive directors to 

the board size was adopted as proxy of board 

independence. Board Independence (BOIDN) is 

measured as number of non-executives' directors 

by divided total board size. The use of non-

executive directors' proportion to board size to 

proxy board independence is aligned with the 

studies of (Combs, Ketchen, Perryman, & 

Donahue, 2007).  The independent executive 

directors are not employees of the firm and have 

no material interest in the business of the firm 

while executive directors are employees of the 

firm and they have material or pecuniary interest 

in the business of the firm (Fama & Jensen, 1983a, 

1983b; Jensen & Meckling, 1976). 

The board of directors is crucial institution in the 

functionality and sound governance of 

contemporary of legal entities. This board 

institution as (1) the zenith of internal decision 

control systems of organizations, (2) is the central 

company administration control machinery 

responsible for the guiding, superintending and 

monitoring the activities of management team, (3) 

is to safeguard the interest of shareholders from 

where it receives its authority for internal control 

(Jenson, 1983; Fama and Jensen1983a, 1983b). 

Generally, studies on board composition structure 

and board independence have juxtaposed for the 

majority decisions oriented institution in 

corporations.

Thus, the determination of employees' 

compensation is a functions of apex decision 

making process of corporate organization which is 

reside within the whips and capris of the board. 

The composition and leadership structure would 

account for bulk of robust decisions the will 

influence positively the stake and interest of 

stakeholders including employees' welfare 

packages, employees' compensation inclusive. 

The composition and leadership structure would 

account for bulk of robust decisions the will 

influence positively the stake and interest of 

stakeholders including employees' welfare 

packages, employees' compensation inclusive. 

Thus the following hypothesis can be formulated:

Number of Nonexecutive Directors and 

Employees' Compensation 

The proportion of nonexecutive directors in 

management of corporate entities created a level of 

independence in controlling and monitoring 

economic resources and to curtain the 

opportunistic managerial attitude expropriation of 

a corporation's economic resources, (Fama & 

Jensen,1983a; Byrd and Hickman, 1992). Series of 

researches on outside directors, conclusions are 

inconsistent, according to Fama. (1980) echoed 

that non-executive directors action in corporate 

organisation as a professional referee to ensures 

that rivalry executive directors engendered actions 

consistent with decision making process at the 

interest of stakeholders including employees, that 

is non-executive directors' actions motivates 

stakeholders value maximization. Though, the 

ratio of executive and nonexecutive directors has 

AE-FUNAI Journal of Accounting Business and Finance (FJABAF)

97



not been evidenced correlated with organisation 

enhancement (Hermallin & Welsbach, 2000). It 

was affirmed that board of directors have effective 

role in the decisions that relate designing effective 

pay contract the will serve the interest of 

management and directors and strike a balance 

between the stakeholders. But, this study is the 

testing ground of nonexecutive directors of 

establishing association with employees' 

compensation 

Chief Executive Officer and Chairman 

Ownership and Employees' Compensation

Chief Executive Ownerships' ownership has been 

confirmed by series of studies that is one the 

determinants of compensation in corporate 

organisation. According to Allen, (1981) 

investigate the number of shareholding of 

executive officers and other directors of corporate 

entities. And discovered that influence on pay 

package of executive officer is the maximum, as a 

result of CEO's control by the family ordinary 

shares ownership of the CEO. This position was 

also confirmed that managers that have higher 

number of shareholding in company do received 

robust pay package than other official of the entity 

(Holderness and Sheehan, 1988). The argument 

here is that chief executive officer ownership-

chief executive officer pay package positively 

associated. Again from the perception of 

Finkelstein and Hanbrick (1988); lambert et al, 

(1993) revealed that the pay package of chief 

executive officer ownership is lower when chief 

executive officer ownership is of high number and 

when there is an internal member on the board 

other than CEO 5% ownership, which means 

majority ownership – pay package is inversely 

related. Werner et al, (2005) resolved that 

ownership structure influences all level of 

employees in organization including top 

management, middle management and lower 

management. Overall, ownership structure impact 

on executive compensation is inconclusive. 

Therefore, the study is currently searching for the 

stand point of chief executive officer's ownership 

in association with employees' compensation in 

industrial sector of Nigerian stock exchange 

market of this emerging economy.    

Board Size and Employee Compensation

The opinions of scholars as regard to large board 

size, there is a common ground that associated ill is 

coordination difficult among the members that 

constitute board composition (Jensen.1993). 

Again the other side of the coin is that large board 

size is better for company decision making process 

because size of the board have diver and a wide 

range of skills and specialists   to aid in the making 

sound and function decisions, and such size is 

difficult for an influential and persuasive Chief 

Executive Officer to remote many members to 

align with self-interests ideology notion. Malik, et 

al (2014) resolved that there existed trade-off 

between coordination associated cost and 

prospective ideologies.     

 According to Jensen, (1993), Lipton & Lorsch, 

(1992) it had been pointed out that boards of a large 

size are ineffective  and inefficient and but may not 

easier for the Chief Executive Officer to lobby and 

twist. When a board of directors get too big, it 

becomes hard to harmonize issues and resolve 

issues in time and avert problems. Again the size of 

the boards with small members also weaken the 

likelihood of free control, and encumbered with 

more responsibilities.  

It have been evidenced that size of the board, 

together with other characteristics of a board, is 

internally  determined by other variables, such as 

ownership structure, CEO's preferences and 

bargaining power, firm size and performance 

AE-FUNAI Journal of Accounting Business and Finance (FJABAF)

98



Hermalin and Weisbach (2001). The evidences 

above shown that the board size had influenced on 

many corporate apparatuses but those 

investigations had not considered the employees' 

compensation to know its impact, thus, this is the 

focal point of the paper. The evidences above 

shown that the board size had influenced on many 

corporate apparatuses but those investigations 

had not considered the employees' compensation 

to know its impact, thus, this is the focal point of 

the paper.

Leverage and Employees' Compensation 

Chemmanur, Cheng, and Zhang, (2013) quizzed 

the forecast of the study carried out by Titman 

(1984); Berk, Stanton, and Zechner (2010) by 

investigating the consequence of debit ratio on 

labour costs. Debt to equity ratio has a 

significantly direct impact on equity-based, and 

CEO's compensation and cash.  The   gradual 

total other staff expenses correlated with an 

increase in leverage are large enough to offset the 

incremental tax benefits of credit facility. The 

empiric investigation result collaborates the 

theoretical forecast that labour costs constraint the 

use of debt financing.  Hadeel and Asmaa (2015) 

examined and echoed the relationship between 

corporate governance and the use of debt 

financing. The study revealed that funds and 

institutional shareholders has an inverse and 

significant impact on leverage, suggesting that 

leverage degree decreased with the increased 

controlling power of funds and institutional 

stockholders. Again, the holdings of large holders 

have a direct and significant relationship with 

financial leverage. Also the paper presents a 

number of explanations by viewing that 

entrenched managers may obtain a better access 

to debt market and then they can provide finance 

with extra finance debt this possibly is consider as 

a result of conservative investments policy. 

Institutional Stockholder and Employees' 

Compensation

The role and influence of institutional block 

holders is germane in quality governance of 

corporate organisation, extant researches have 

divergent views as relate to the role play in 

functional and sound governance in business 

entities. The outcome of some researches reveal 

that institutional shareholders have influence in 

the governance quality system of corporate 

entities. Jensen and Meckling, (1976) echoed that 

Institutional shareholders risk factor have strong 

incentives to exploit their firms' value and 

relevance are able to collect information and 

oversee management, and so can help overcome 

one of the problems of ownership and 

management (agency problems) in the emerging 

company that of conflicts of interest between 

shareholders and managers and also enhances 

sound and functional quality governance. Block 

holder investor have strong incentives to put 

pressure and influence the management or even to 

oust them through a proxy merger or a takeover. 

The view of Shleifer and Vishny (1997) advanced 

opinion that institutional ownership in 

consequence address the problem of agency in that 

they have both enough control over the carrying 

amount of the firm to have their interest respected 

and general interest in profit maximization, 

Conversely, some schools of thought aired the idea 

that institutional investors are followed by 

increases in share value and abnormally high rates 

of top management turnover, in line with view that 

activist shareholders typically target poorly 

performing and diversified firms for block share 

purchases, and thereby assert disciplinary effect on 

target companies' plans in takeover bid through 

acquisitions and mergers (Holderness & Sheehan, 
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1985; Barclay & Holderness, 1991). Therefore, 

institutional investors' role in quality governance 

mechanism has tendency of activist that can 

advocate for better quality life of the employees' 

welfare which also tend to add credibility to sound 

governance of corporations.

Board Gender Diversity and Employee 

Compensation

Females on the board of director researches have 

shown they have both positive and negative 

influences on decision making process of 

corporate organisation according to Catalyst 

opined that women on the board of directors 

outperform the board of directors without women 

in this performance proportions by 53%, 42% and 

66% as citied in Nyatichi (2016). Stakeholders 

theory predicts board balance, hence, 

representation from diverse groups provide a 

more balanced board with likelihood of 

preventing skewed group to dominate decision 

making process (Hampel, 1998). Again the issue 

of firm size is crucial, where big or large firms 

tense of more gender imbalanced while small firm 

gender biased with no female representative in the 

board (Wilson 2014). According, Carter et al, 

(2003) evidenced that the ratio of female 

executive directors on board diminished as long 

as the number of executive directors increased, 

therefore, there is interplay between female 

directors and executive directors   

Moderating Effect of Firm Value

The normal norms of plethora of studies are to 

establish a relationship between explanatory  

variables and explained variables (Bilimoria, 

2006; Miller and Triana,2009), The interest of the 

study is to establish nexus between corporate 

governances proxies and employee compensation 

and quest further establish the influences of firm 

value on governances structures as it affect 

employee compensation is of a great importance to 

gove rnance  s t ruc tu r e s  and  emp loyee  

compensation, however, to understand moderated 

relationship Forbes and Milliken (1999) believed 

the researchers should go beyond direct 

relationship on the other hand into the realm of 

third variable effect on dependent variable. The 

study adopted firm value as moderating variable 

proxy by TOBIN Q that measured the value of 

corporations from perception of market value of 

organisation. Some firms have corporate norms 

and cultures that their employee must imbibe that 

the firms believed that is additional credence to the 

value of the firm.

Furthermore, TOBIN Q proxy as firm value is 

market-based value that measures and the reflects 

of investors' perceptions of the firm's operational 

performance in strategic decision process of the 

corporation. The investors in quote is a 

conglomerate of board members who are 

shareholders, chief executive ownership, 

institutional ownership, chairman ownership, 

employee ownership etc.   Hence, the relationship 

between leverage, board size, chief executive 

ownership, institutional holdings and employees' 

compensation will be moderated by the level of the 

firm value, the moderating consequence is 

encapsulated by the product of governance proxy 

variables and firm value in intent to bring synergy 

that will influence corporate strategic plans and 

polices that may direct or indirect on 

compensation modular of employee. 

Review of Related Theoretical Literature.

The  Agency  Theory  o f  Employees '  

Compensation 

Corporate governance practice is based on agency 

perception, which is divorcement between 

ownership and management. The theory of agency 

holds that as a result of dichotomy of interest 
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between management control and ownership as a 

consequences of incorporation status of business 

entity. Agency theory assumes contractual 

relationship between principal and agent.  

Employees' compensation is a corporate cost that 

is associated with agent cost, this cost must be 

adequate and robust that it might serve as 

motivation in return employees' productivity 

maybe more or create additional value for the 

corporation, so that the employees' yearning 

could not be motivated by self-interested 

intention behaviour rather than utmost serving the 

shareholders' interest better and improve firm 

value in return that will enhance functional and 

sound governance mechanism. Theory of agency 

is in support of separation of the function because 

according to the theory that will produce checks 

and balances in the organisation, and that lead to 

enhanced firm performance (Creswell, 2009).

The Stakeholders Theory and Employees' 

Compensation 

This theory is an extension of agency theory. This 

is because it widens the responsibility of 

corporate boards to include the interest of other 

individual or groups other than shareholders. This 

theory sees the firm as the centre of a set of mutual 

relationship between individual and groups called 

stakeholders. Stakeholders according to Freeman, 

(1984) are individuals or groups that affects or are 

affected by the attainment of organizational 

objectives while Demaki (1994) conceptualized 

stakeholders as individuals or groups that are 

burdened or benefitted by the firm operations. 

Multiplicity of principal's interest give rise to 

conflict of interest (agency problem) therefore 

instead of seeing the interest of shareholders as the 

only that needs protecting and maximization, the 

theory advocates striking balance among the 

competing interest. The interest of other interest 

groups such as employee compensation, 

customers' satisfaction, government among others 

who have commensurate vital stake in 

organizational governance.

The Human Capital Theory and Employees' 

Compensation 

The theory holds that the longevity of employees 

are better exceling in chosen careers as a result of 

added value acquired from job-related knowledge 

and experiences gathered. Also educational 

background and work experiences serve as a signal 

to corporate entity about employees' knowledge 

and skill altitudes. Therefore, employment market 

compensates individual for attaining further 

human capital  capacity that  enhanced 

employments higher remunerations and greater 

encouragements to stay in the employment. In 

return, workers with longer period of service 

definitely will enjoyed much more incentives that 

will enhance future value. (Ng & Feldman 2010). 

Where such employee compensation could cater 

for psychological needs, this in return enhances 

governances of such organization

Hijazi and Bharitti, (2007) Quantum of investment 

in human capital or endowment that employee 

possesses bring about enhancement in his/ her 

productivity and also enhances corporate 

governance of entity. Another optimistic influence 

of the theory on compensation is that the executive 

with a greater quantity and quality of human 

capital is better and competent to perform on job as 

a consequence of paying more. Hence, human 

capital theory is a critical success theory to better 

employees' compensation through mechanism of 

governance and board decision process. 

Concisely, skills, innovative and creativity of any 

employees to corporate firms is a function of 

education acquired, on job acquired training and 

development courses, tenures and experiences, 
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these ingredients would strategically empower 

and position employees to perform  

The Equity Theory and Employees' 

Compensation 

 Gomez-Mejia et al. (2010) echoed that equity 

theory has prime function in any issue that revolve 

round compensation and payment theory. Theory 

holds that an individual's incentive is affected in 

what way employee perceives the rate at which it 

contribution, that is work performance to the 

production in relation to referent others. 

Accordingly, corporate entity must ensure to 

provide rewards that are correspondent to the 

employee contribution. Again the theory assumed 

that employee make judgement about the fairness 

and justice of the compensation and payment on 

the basis of comparison. Employee in the same 

job function, role and task and with similarity in 

all circumstances pay evaluation organization 

resolute by matters such as quality or evaluation 

(White & Druker, 2009). Therefore, theoretical 

framework that underpin corporate governance 

and employee compensation is rooted in 

stakeholders, human capital and equity theories. 

Therefore, theoretical framework that underpin 

co rpo ra t e  gove rnance  and  employee  

compensation is rooted in agency, stakeholders, 

human capital and equity theories      

RESEARCH METHODOLOGY

Research design 

The study explored ex-post facto/quantitative 

research design, this type of the research design 

underpins any investigation that is using 

secondary data or existing data.  The population 

of this study consists of entire all listed companies 

in Nigerian stock exchange market from the 

period of 2012 to 2016.  Made up 176 companies 

and 11 sectors of economies. The purposive 

sampling technique was adopted to opt for 

industrial sectors of the market which is made up 

of sixteen companies 

The data used is the study is to validate the 

objectives and hypotheses highlighted are data on 

board size, firm value, institutional holdings, 

employees' compensation, leverage, chief 

executive officer ownership etc. It is generally 

agreed in the literature that corporate governance 

mechanisms influence corporate performance, 

chief executive officers' compensation, corporate 

profitability, shareholders' wealth, Director 

Remuneration, etc. (Guest, 2008). But employees' 

compensation has not been estimate with 

corporate governance's mechanism structures 

which is the focal point of the study and expand the 

frontier to the moderating influence of sound 

governance on employees' compensation and the 

Explanatory variables include board size, 

institutional stockholdings and firm value.  

Control variables are leverage and firm size.

Regression and Model Specification 

Regression analysis is a statistical tools employ to 

dissect relationship and predict variables and 

model specification is regression analysis that is 

uniquely designed and developed for specified 

research work

Regression analysis model      

(1)

The research employed two regression models to 

dissect the independent variables against 

dependent variable. In the first model, all 

independent variables will be regressed on 

dependent variable to obtain the main first set 

objectives and hypotheses of this study. The 

second model is to integrate in the moderating 

variable on explanatory variables and regress on 

the explained variables to form regression model 
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two.

Model Specification one:

L G E M C M P i t = α + α 1 B O I N D + α 2 B G D I V0 t - 1 t -

+α3CEOSH +α4CAMSH + α5NNEXD1 t - 1 t - 1 t -

+α6FBOAD +α7BSIZE +α8LEAGE +α9INSHIP1 t-1 t-1 t-1 t-

+µ… (2) 1

Where α is the slope intercept, α  - α are 0 1 9 

coefficient of the equation and µ is the error 

term.

Moderating Model Specification two:

LGEMCMPit=α +{TOBINQ}{α1LEVAG0

E+α2BSIZE+α3CEOSH+α4INSHP}+
µ                                                                                                                                n n    i  t
(3)

Where α is the slope intercept, α  – α are 0 1 4 

coefficient of the equation and µ is the error 

term.

Measurement of Variables

The explained variable of this study is employees' 

compensation and this is operationally defining as 

operation cost of staff that is charge to 

administrative expenses in statement of 

performance of annual financial statement of 

industrial sector of Nigerian stock exchange 

market while explanatory variables are corporate 

governance mechanism proxies that are 

configured by using financial accounting ratio. In 

the case of moderating influence, TOBINQ value 

is proxy as firm value. This is introduced into the 

model in order to regulate or interact concerning 

explained variable and explanatory variables. The 

outcome of the result of the interaction can be:

1. Enhancement of the relationship

2. Weakening of the relationship   and

3. Constancy of the relationship.

Table 1:    Measurement of Variables

AE-FUNAI Journal of Accounting Business and Finance (FJABAF)

Acronym  Variables  Measurement Expected sign 

EMCOMP Employees’ compensation  Operating staff cost  

BOIDN Board independence Ratio of non -executive directors to board 
size 

+ 

BGDIV Board gender diversity  Ratio of female directors to board size + 

CEOSH Chief executive officer ownership CEO’s shares divided by total shares owned 
by directors 

_ 

CAMSH Chairman ownership chairman’s shares divided by total shares 
owned by directors 

_ 

NNEXD Number of nonexecutive directors  The total number of non -executives 
directors 

+ 

BSIZE Board size The number of directors that constitute the 
board  

+ 

LEAGE Leverage  The ratio debts to equity - 

INSHIP Institutional ownership  + 

FBOAD Female number on the board The number of female gender in the board + 

TOBINQ Tobin Q Measurement of firm value at market price + 

 Sources: researcher's compilation, (2018)
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Correlation analysis is one of statistical tools to 

dissect the inter relationship that exist between 

various variables that suggest the strength or 

degree of their relationship in the study. The result 

indicates that the degree of connexion between all 

variables in the model are weak, specifically, 

employees' compensation is correlated to the 

explanatory variables and moderating variables. 

In linking employees' compensation to the 

independent variables. The above correlation 

results shown that there existed a direct and high 

link between employees' compensation and size 

of the board (emcomp/bsize= 0.636). The 

association employees' compensation with 

leverage was negative and highly weak 

(emcomp/leage = -0.092), while it association 

with institutional shareholdings is positive and 

moderate in strength (emcomp/inship = 0.381), 

the strength of firm value to employees' 

compensation was highly weak but had a positive 

connection (emcomp/tobinQ =0.072). The board 

independence correlated negatively and also 

h i g h l y  w e a k  i n  d e g r e e  o f  r a p p o r t  

(emcomp/boind= - 0.055). The board gender 

diversity had positive correlation and weak 

strength with employees' compensation 

(emcomp/bgdiv=0,260). The chief executive 

officer ownership holdings was negatively 

associate with employees' compensation with 

weak connection (emcomp/ceosh= -0.160), also 

board chairman ownership display negative nexus 

and employees' compensation with highly weak 

relationship (emcomp/camsh= -0.083). The 

numbers of non-executive directors and female 

director correlated positively with explained 

variable but the degree of their relationship was 

highly weak and moderate respectively 

(emcomp/nned/fboad =0.232/0.463). The result of 

correlation generally revealed that there existed 

moderate association between explained variable 

and explanatory variables with seven of these 

explanatory variables associated positively while 

the remained three had inverse association.

OLS of Multiple Regression Analysis  

Ordinary Least Squares (OLS) of multiple 

regression was used to estimate the nexus between 

the exogenous and endogenous variables in order 
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DATA ANALYSIS AND RESULTS
Correlation Analysis 
Table 2 correlation analysis matrix

  EMCOMP BSIZE LEAGE INSHIP TOBINQ BOIDN BGDIV CEOSH CAMSH NNEXD FBOAD 

EMCOMP 1.000                     

BSIZE 0.636 1.000                   

LEAGE -0.092 -0.041 1.000                 

INSHIP
 

0.381
 

-0.018
 

0.144
 

1.000
               

TOBINQ
 

0.072
 

-0.091
 

0.227
 

0.012
 

1.000
             

BOIDN
 

-0.055
 

0.122
 

0.007
 

-0.225
 

-0.194
 

1.000
           

BGDIV
 

0.260
 

0.151
 

0.082
 

-0.284
 

0.422
 

0.174
 

1.000
         

CEOSH
 

-0.160
 

-0.175
 

-0.421
 

-0.533
 

-0.130
 

0.025
 

0.029
 

1.000
       

CAMSH
 

-0.083
 

0.259
 

-0.039
 

0.057
 

-0.048
 

-0.050
 

-0.032
 

-0.060
 

1.000
     

NNEXD
 

0.232
 

0.514
 

-0.085
 

-0.085
 

-0.240
 

0.662
 

0.158
 

-0.113
 

0.077
 

1.000
   

FBOAD

 

0.463

 

0.425

 

0.047

 

-0.106

 

0.164

 

0.211

 

0.857

 

-0.036

 

0.002

 

0.468

 

1.000

 

 
Sources: researcher's finding (2018)
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to  observed rudimentary assumptions 

underpinning the use of OLS analysis and 

appraised reduce the tendency of  the violation of 

these assumptions of Best Least Unbiased 

Estimator (BLUE) can affect the reliability and 

integrity of the regression outcome. Hence, pre-

test of the data used

Regression Results 

The result of the study were summarized in Tables 

3. The pre and post regression revealed that the 

normality test shown that the data used in the 

study were normally distributed at level of 5% 

significance (P= 0.05< 0.0012). Multicollinearity 

result of the multiple regression through VIF also 

shown that the explanatory variables were not 

highly correlated VIF is 4.59 which is below 

benchmark of 10.00. The post regression test of 

heteroscedasticity, the p value (0.061) at level of 

5% significance. The revealed that the model is 

free from the presence of unequal variance. The 

result of regression for explained variable of 

EMCOMP. EMCOMP explained variable Table 3 

revealed that the value of the F ratios suggests that 

the model was significantly and statistically fit to 

predict the employees' compensation with level of 

significance of 5% and the p value (p > 0.000). 
2

With (R  0.6586; p > 0.000) in model 1 this 

revealed  that all the explanatory variables of 

model could only offered about 66% explanation 

of the variation in the explained variable 

(EMCOMP). However,  explanation obtainable 
2

by adjusted R  0.6147, that is after adjusted for 

degree of freedom, the explanatory variables 

accounted still for 61% variation in dependent 

variables.    
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Table 3 Regression Result
employee compensation (dependent variable)

 

VARIABLES

 

model 1

 

MODEL 2

 
Main effect

         
CONTANT

 

2.794

 

0.000 **

     
BOIND 

 

-0.600

 

0.440 ***

     
BGDIV

 

5.534

 

0.006 **

     
CEOSH

 

-0.051

 

0.852  ***

     
CAMSH

 

-0.010

 

0.078 **

     NNEXD

 

0.000

 

0.993 ***

     FBOAD

 

-0.440

 

0.028 **

     BSIZE

 

0.245

 

0.000 **

     LEAGE

 

-0.007

 

0.060 **

     INSHIP

 

0.026

 

0.000 **

     moderating effect

         FIRMVALUE* 
LEVAGE     

-0.007

 

0.000
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The impact of specific variables the model in 

Table 3 indicated that amongst the exogenous  

variables only (BOIND) board independence (α = 

-0.600; p < 0.440), Chief Executive Officer 

Ownership (CEOSH) (α = -0.051; p < 0.852), 

Chairman Ownership (CAMSH) ((α = - 0.0095; p 

< 0.078), Female Board Members (FBOAD) (α = 

- 0.4397; p > 0.028) and Leverage (LEAGE) (α = - 

0.0069; p < 0.060) have inverse and insignificant 

influence on employees' compensation expect 

female board member have significant effect on 

employees' compensation. On the other hand, 

Board Gender Diversity (BGDIV) (α = 5.5341; p 

> 0.006), Number of Non-Executive Directors 

(NNEXD) (α = 0.0005; p < 0.993), Board Size 

(BSIZE) (α = 0.258; p > 0.000) and Institutional 

Shareholdings (INSHIP) (α = 0.0258; p > 0.000) 

have direct association and significant effect but 

the influence of number of non-executive director 

was insignificant in the interaction with 

employees' compensation.

Moreover, the outcome result in the model 2  that 

we introduced the controlling influence of firm 

value on leverage, board size, chief executive 

ownership and institutional ownership revealed 

that the relationship between employees' 

compensation. The dependent variable is 

remained constant which is the EMCOMP. The 

result of the model 2 still revealed the value of F 

ratios suggests that the moderating effect of 

independent variables in the model was 

significantly and statistically fitted  to predict the 

employees' compensation with α is 5% and the p 

value (0.000). Hence, (R2 0.4699; p > 0.000), this 

shows that moderating effect of firm value on the 

independent variables accounted for 47% 

variation in the dependent variables and adjusted 

R2 0.4416 which implies after adjusting for degree 

of freedom, there was still slightly reduction of the 

influence of dependent variable by 44%.  The 

individual influences of moderated independent 

variables in model 2, Table 4 indicates that among 

the independent variables only firm value and 

leverage (TOBLEVAGE) (α = - 0.007; P > 0.000) 

and firm value and chief executive officer 

ownership (TOBCEOSH) (α = - 0.809; p > 0.000) 

still had negative association and significant 

influence on employees' compensation while firm 

value and board size (TOBBSIZE) (α = 0.061; p > 

0.000) and firm value and institutional ownership 
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FIRMVALUE* BSIZE

     

0.061

 

0.000

 
FIRMVALUE* CEOSH

     

-0.809
 

0.000
 

FIRMVALUE* INSHIP
     

0.002
 

0.258
 

R2
 

0.6586
   

0.4699
   

ADJUSTED R2
 

0.6147
   

0.4416
   

F  value
 

15
   

16.62
   

p value
 

0.0000
   

0.000
   

Normality 13.4 0.0012     

VIF 4.59       

heteroscedasticity  6.46 0.061     

note: *, **and *** are level of significance for 1%, 5% and 10% respectively 

 Researcher's finding, (2018)
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(TOBINSHIP) (α = 0.002; p < 0.258) both had 

positive relationship with explained variable only 

firm value and board size was significant and 

influenced on explained variable while the 

influence of firm value and institutional 

ownership was not significant. Therefore, the 

results of supported numbers of objectives of this 

study which can be explained as follows: 

corporate governance's proxies have relationship 

between employees' compensation and 

employees' compensation have interacting 

influence relationship among moderated 

independents variables.

On the generally, only board gender diversity, 

numbers of nonexecutive directors, board size and 

institutional ownership had positive relationship 

with employees' compensation and others had 

negative relationship it and moderated board size 

and institutional ownership had also direct 

association while moderated leverage and chief 

executive officer ownership had indirect 

association with employees' compensation 

Conclusion 

The study provided empiric evidence on the link 

concerning corporate governance's proxies: board 

independence, board gender diversity chief 

executive ownership etc. and employees' 

compensat ion.  This  connect ion is  as  

intellectualized by the stakeholders and agency 

theory and supported by human capital theory and 

equity theory, however further extended to 

integrate the controlling influence of firm value 

on some independent variables. The study was 

motivated because of the existing knowledge 

lacuna between corporate governance structures 

and employees' compensation and controlling 

influence that can enhance the interacting 

relationship between variables. In the findings, 

the results exposed, Board gender diversity, 

number of nonexecutive directors, board size and 

institutional ownership had positives and 

significant rapport with employees' compensation 

which indicate that they had influential impact in 

compensation determination of corporations.

Moreover, both in main effect and moderating 

effect of size of the board and institutional 

ownership had direct and significant association 

with employees' compensation which also 

depicted that they have influential impact on 

compensation determination. 

Recommendation 

This study revealed some unique implication from 

the findings. Foremost, the finding uniquely 

displayed the significance of interacting influence 

of institutional ownership, board gender diversity 

and board size on the association with employees' 

compensation and such influence cannot be 

snubbed theoretically. In the determination of 

compensation both qualitative and quantitative 

information are required in decision making 

process, therefore, the outcome of the study had 

provided a platform of qualitative information in 

which corporate companies inference   right 

information from.  Hence, this suggested the 

stakeholders' theory, Equity theory and human 

capital theory should unequivocally contain the 

argument that the presence of board size, gender 

diversity, plus institutional ownership stimulate 

good corporate governance 

In the descriptive statistics female inclusion in 

board composition is nil, hence, board gender 

diversity as one important intent in governance 

structure, minimum requirement should be coded 

or legalized for corporate organization like legal 

requirement of number of audit committee 

members.
Moderating influence of firm value on corporate 
governance mechanism in light of employee 
compensation. when Firm value improved this 
will automatically impact on corporate 
governance which means any appreciable rising 
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in firm value this will definitely improve 
governance and employee compensation and 
vice versa.
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