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ABSTRACT: This study examined the effect of audit committee 

characteristics (proxy as audit committee size, audit committee 

composition, audit committee meetings, audit committee 

frequency of meeting, audit committee financial expertise, and 

audit committee gender diversity) on the financial performance 

(ROA) of listed industrial goods firms in Nigeria from 2013 to 

2023. The data were analysed using panel regression analysis. 

Findings revealed that audit committee size has a significant 

positive effect on ROA of listed industrial firms in Nigeria, while 

audit committee independence has a significant positive effect on 

ROA of listed industrial firms in Nigeria. Audit committee 

meetings have an insignificant effect on ROA of listed industrial 

firms in Nigeria. The study found that audit committee financial 

expertise significantly affects financial performance while board 

gender diversity negatively affects financial performance. Based 

on the findings, the study recommends that firms within the 

industrial goods sector should consider optimizing their audit 

committee size as part of their strategic initiatives to achieve 

superior financial performance and long-term success. 

KEYWORDS: Audit committee independence; Audit committee 

financial expertise; Audit committee board; Gender diversity; 

ROA; ROE. 
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INTRODUCTION  

The evolution of corporate governance practices globally has witnessed a shift towards greater 

emphasis on transparency, accountability, and shareholder value. Establishing audit 

committees is a pivotal response to this changing landscape, designed to enhance the 

effectiveness of financial oversight mechanisms within organizations. Audit committees are a 

vital link between the board of directors, management, and external auditors. Their primary 

responsibilities include reviewing financial reports, internal and external audit oversight, 

ensuring compliance with regulatory requirements, and safeguarding the interests of 

shareholders. Understanding the audit committee characteristics contribution to an effective 

audit committee is imperative for ensuring robust corporate governance. Awad and Ghanem 

(2023) posit that the audit committee, a subsidiary body of the board of directors, offers 

supplementary measures to mitigate fraud risks and assure compliance with prescribed 

standards and optimal methodologies. In addition, it is anticipated that the audit committee will 

mitigate the issue of information asymmetry and enhance the oversight of managerial activities. 

The committee convenes on a regular basis to engage in discussions with the internal financial 

managers of the firm as well as external auditors, to evaluate the firm's financial statements, 

internal accounting controls, and audit procedures. Tawfeeq and Alabdullah (2023) argued that 

the presence of well-structured audit committees has become imperative for all publicly traded 

firms in Nigeria. The constitution of the audit committee necessitates the presence of some key 

elements, namely audit committee size, composition, frequency of meetings, financial 

expertise, and gender diversity. 

The above statement is correct about the audit committees of industrial goods firms in Nigeria 

which have experienced an expansion of responsibilities following the implementation of 

various Corporate Governance Codes. This began with the approval of the 2011 Code of 

Corporate Governance, established by the Securities and Exchange Commission (SEC). The 

primary guidelines of audit committees in Nigeria are established by the Companies and Allied 

Matters Act (CAMA) 2004 (as amended) and the Corporate Governance Code, which was 

adopted in 2018 by the Financial Reporting Council of Nigeria (FRCN), formerly known as 

the Nigerian Accounting Standards Board. The significance of audit committees and corporate 

governance has been notably enhanced in the wake of recent corporate crises. The Code of 

Corporate Governance (2018) emphasises the essential attributes of the audit committee to 

efficiently fulfill its obligations. 

The role of the audit committee in ensuring effective corporate governance and enhancing 

financial performance has gained increasing attention in academic and professional discourse. 

Audit committee characteristics, such as independence, size, expertise, and frequency of 

meetings, are crucial factors influencing the financial performance of firms. However, the 

effectiveness of these characteristics in the Nigerian context, particularly among listed 

industrial goods firms, remains under-researched. 

In Nigeria, the industrial sector is vital for economic development, contributing significantly 

to employment, infrastructure development, and GDP. Despite its importance, the sector faces 

challenges such as financial mismanagement, poor corporate governance, and declining 

investor confidence. These issues have raised concerns about the ability of audit committees to 

oversee financial reporting processes and ensure accountability. 
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Previous studies have shown mixed findings on the relationship between audit committee 

characteristics and financial performance. For instance, Yasin and Nelson (2012) found that 

audit committee expertise and independence positively influence firm performance. Similarly, 

Agyei-Mensah (2019), Hamada and Jwailes (2021), Suherman et al. (2021) and Marashdeh et 

al. (2021) emphasized the importance of audit committee size and meeting frequency for 

financial oversight. However, these studies are often based on developed economies, leaving a 

gap in understanding how these dynamics operate in developing countries like Nigeria, where 

institutional frameworks and regulatory enforcement differ. 

This research seeks to address the gap by investigating how audit committee characteristics 

affect the financial performance of listed industrial goods firms in Nigeria. Given the sector's 

critical role in economic stability, understanding these relationships could provide valuable 

insights for policymakers, regulators, and stakeholders to enhance corporate governance 

practices and financial outcomes. 

Research Hypotheses  

In line with the objectives, the following hypotheses are stated in their null form: 

H01: Audit committee size has no significant effect on the financial performance of listed 

industrial goods firms in Nigeria. 

H02: Audit committee independence has no significant effect on the financial performance of 

listed industrial firms in Nigeria. 

H03: Audit committee frequency of meetings has no significant effect on the financial 

performance of listed industrial firms in Nigeria. 

H04: Audit committee financial expertise Audit committee frequency of meetings has no 

significant effect on the financial performance of listed industrial firms in Nigeria. 

H05: Audit committee gender diversity has no significant effect on the financial performance 

of listed industrial firms in Nigeria. 

 

LITERATURE REVIEW 

This study is underpinned by the agency theory by Jensen and Meckling (1976). The study's 

adoption of the agency theory and the tokenism theory is based on its research objectives. 

Specifically, it aims to reduce agency conflicts in the composition of the board of directors to 

maximize shareholder wealth. Additionally, it explains board diversity in relation to 

corporations and how it impacts the corporation's performance. The idea goes on to describe 

how having a diverse board can create the right kind of equilibrium to improve an employee's 

social assets, which in turn will improve the worker's performance and happiness and 

ultimately the performance of the company. 

According to the tenets of the agency theory, managers are frequently motivated to act against 

the interests of shareholders and in their own best interests when there is a conflict between 

them and the shareholders, particularly when opportunistic behavior is involved (Jensen & 

Meckling, 1976). Because managers are more prone to stray from safeguarding the interests of 
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shareholders in the absence of adequate market laws and monitoring instruments, the agency 

theory is pertinent to this study. Therefore, the main goal of sound corporate governance 

procedures like an audit committee is to lessen these kinds of conflicts.  

Onmonya and Ebire (2023) examined the effect of audit characteristics on the corporate 

performance of listed conglomerates in Nigeria from 2015 to 2021. Audit characteristics were 

proxy as audit committee size, audit committee meetings and audit committee independence, 

while corporate performance was proxy as return on asset. The secondary data were sourced 

from the firms' annual reports and were analysed using correlation matrix and panel fixed 

regression. The result from the panel regression showed that audit committee size and 

independence do not significantly affect the performance of listed conglomerates in Nigeria. 

In contrast, audit committee meetings significantly but negatively affect listed conglomerates 

in Nigeria. This study concludes that the frequency of audit committee meetings does not 

increase the performance of firms. This study recommended that the Security and Exchange 

Commission ensure that conglomerate firms in Nigeria comply with at least four audit 

committee meetings in a year to improve monitoring mechanisms and corporate performance. 

Juwita (2023) used audit fees as a moderating variable to examine how gender diversity on the 

board of directors, board of commissioners, and audit committee affects the quality of financial 

statements from 2019 to 2021. The panel regression analysis demonstrates that gender and 

women play a key role in the Corporate Governance process. The focus of this study was 

limited to Indonesia which does not apply to Nigeria.  

Musah et al. (2022) examined the effect of board characteristics, audit committee 

characteristics, and gender diversity on audit fees of listed firms in Ghana. Panel regression. 

The study also showed that female representation on board and other top-level positions among 

listed firms is low. The results of the regression analysis revealed that female representation on 

the board had a negative relationship with audit fees. The findings of this study were limited to 

Ghana. Also, the present study deviates from this study by focusing on gender diversity and 

financial performance. 

Shukla et al. (2021) investigated the effect of board gender diversity on the financial 

performance of 29 Indian banks from 2009 to 2016. The secondary data were analysed using 

panel regression. The study concluded that women on boards influenced financial performance. 

Similarly, Suherman et al. (2021) examined the impact of women directors on the financial 

performance of 264 non-financial corporations in Indonesia from 2013 to 2017. The panel data 

were extracted from the annual reports of the sampled corporation. The findings revealed that 

women directors do not have a significant effect on financial performance.  

Dwalikat et al. (2021) used a two-stage least squares method to assess the effect of women on 

the board of directors on the financial performance of non-financial companies in Palestine 

from 2008 to 2015. The secondary data were analysed using panel regression. The findings 

showed that women on the board of directors are positively significant to financial 

performance. The study is limited to non-financial companies quoted in Palestine. 

Abubakar et al. (2023) assessed whether board and audit effectiveness reduce financial 

constraint of the non-financial firms in Nigeria. The KZ index was used to measure financial 

constraint, and gender diversity and independence of the audit committee were adopted as 

determinants of effectiveness of the board and audit. Using data extracted from the annual 

reports of all the 87 listed non-financial firms in the Nigerian Stock Exchange (NSE), the 



African Journal of Accounting and Financial Research   

ISSN:  2682-6690  

Volume 8, Issue 1, 2025 (pp. 153-167) 

157  Article DOI: 10.52589/AJAFR-JOBVL9R7 

   DOI URL: https://doi.org/10.52589/AJAFR-JOBVL9R7 

www.abjournals.org 

analysis was done by running the descriptive statistics, correlation, and regression. The results 

of the analysis show that gender diversity has a negative and significant effect on financial 

constraint. This study therefore concluded that gender diversity helps save firms from financial 

constraint problems. This simply implies that while high gender diversity on the boards of 

directors reduces the financial constraint of firms, independence of the audit committee does 

not mitigate the financial constraint situation of firms in Nigeria.  

Onyekwere and Babangida (2022) examined 12 commercial banks in Nigeria for 2015 through 

2019. The secondary data were analyzed using panel regression analysis. Findings showed a 

positive significant effect of female directors on firm financial performance. Awotomilusi and 

Dare (2022) investigated the influence of gender diversity on the firm value of Nigeria's listed 

DMBs from 2011 to 2020. Panel regression results revealed that the female board audit 

committee had a statistically insignificant negative effect on firm value. Kabara et al. (2022) 

examined how board diversity in terms of the gender and educational level of directors affects 

the performance of non-financial firms on the Nigerian stock exchange companies from 2012 

to 2019. Using GMM, the findings supported the existence of a significant positive influence 

of gender diversity on the companies’ performance. The study focused on non-financial firms 

while the current study focused on industrial goods firms. 

 

RESEARCH METHODOLOGY 

This study adopted the ex post facto research design to examine the effect of audit committee 

characteristics on the financial performance of listed industrial goods firms in Nigeria. The 

source of data for this study was from secondary sources, which were extracted from the annual 

financial statements of the listed industrial goods firms for the period 2013 to 2023. The 

secondary source was more appropriate because all information needed for the study is 

available in the industrial goods firms’ financial statements. The data extracted included audit 

committee gender diversity, audit committee size, audit committee independence, audit 

committee frequency of meetings, audit committee financial expertise and ROA. The 

population comprised all listed industrial goods firms in the Nigerian Exchange Group (NGX) 

as of December 2023. The total number of industrial goods firms listed in the Nigerian 

Exchange Group (NGX) as of December 2023 was 13. 

Model Specification and Variable Measurement 

The panel regression model that captures the effects of audit committee characteristics on the 

financial performance of listed industrial goods firms in Nigeria is presented below:  

ROAit = αit + β1ACSit + β2ACIit + β3ACMit + β4ACFEit + β5ACGDit + β6FSit + εit  
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Table 1: Description of Variables  

Variables  Type Description  Source  

ROA Dependent 

variable  

Measured as net income 

divided by total assets 

Udoh et al. (2023) 

Audit committee 

board size (ACS) 

Independent 

variable  

Measured total number of 

audit committee members  

Shaker et al. (2023) 

Audit committee 

board 

independence 

(AUCI)   

Independent 

variable 

percentage of non-executive 

directors to total number of 

directors 

Abubakar et al. 

(2023) 

Audit committee 

frequency of 

meeting (AUCM) 

Independent 

variable  

Total number of audit 

committee meetings per 

annum 

Ugbah et al. (2023) 

Audit committee 

financial expertise 

(AUCFE) 

Independent 

variable 

Percentage of audit committee 

members with accounting or 

financial education 

Shaker et al. (2023) 

Audit committee 

board gender 

diversity 

(AUCGD) 

Independent 

variable 

Percentage of the number of 

female directors on the audit 

committee.  

Abubakar et al. 

(2023) 

Source: Authors’ Compilation (2024) 

 

RESULT AND DISCUSSIONS  

Descriptive Statistics  

Descriptive statistics of the variables were carried out to show the nature and behaviour of the 

data using mean, standard deviation, minimum and maximum. The analysis is presented in 

table 2: 

Table 2: Descriptive Statistics  

Variables Mean Std Dev. Min  Max 

ROA .0825337 .1723699 -.5060255 1.052389 

ACS 5.22314 .851348 3 8 

ACI .142562 .1920401 0 .66666 

ACM 3.607477 .8440358 2 6 

ACFE .8869779 .7859621 0 3 

ABGD .1215764 .1635485 0 .8 
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FSIZE 6.99 1.86 219871 9.63 

Source: Authors’ Compilation (2024) 

Table 2 shows that the mean of ROA is 8.2%, which implies that on average, industrial goods 

firms in Nigeria efficiently generate profits from their total assets. The dispersion, measured as 

the standard deviation around the mean, stood at 17.2%. The minimum and maximum values 

of ROA are -50% and 105.2%, respectively. This finding implies that some industrial firms 

utilise larger assets to generate profits while others use fewer assets. The average audit 

committee board size for industrial firms in Nigeria is 5, while the minimum and maximum are 

3 and 8, respectively. The deviation from the average is approximately one board member. 

These findings imply that the committee's size is within the stipulated size of the SEC corporate 

governance codes. On the other hand, it is observed that the average number of independent 

non-executives on the audit committee constitutes a minimum of 0 and a maximum of 66.6%. 

The average is 14.3%. The implication of this is that the average audit committee independence 

of industrial firms does not meet the stipulated code of corporate governance requirement of at 

least one independent director on the audit committee. The average frequency of audit 

committee meetings of industrial firms in Nigeria is 3.6 times, with a deviation of .8. However, 

the sector’s minimum and maximum frequency of meetings are 2 and 6, respectively. In 

conclusion, it can be deduced that the average industrial firm meets the minimum requirement 

of 4 audit committee meetings per annum. 

The audit committee is composed to provide monitoring oversight on the financial activities of 

the firm. It is therefore important that the audit committee is composed in such a manner that 

the committee members have the required financial expertise. From the findings, on average 

88% of members of the committee possess an accounting or financial academic qualification. 

The minimum and maximum number of audit committee members with financial expertise is 

0 and 3, respectively. The finding implies that the committee is composed in such a manner as 

to provide adequate oversight function to the board. A descriptive analysis of industrial goods 

firms shows that the average gender diversity of the committee is 12%, while the minimum 

and maximum number of female directors on the audit committee is 0 and 80%, respectively. 

The deviation from the mean is 16%. The average firm size of industrial goods firms in Nigeria 

is 6.99 billion Naira. 
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Correlation Matrix 

This section presents the pairwise correlation matrix which describes the relationship among 

the independent and dependent variables. The result of the test is presented in Table 3. 

Table 3: Correlation Matrix 

 ROA ACS ACI ACM ACFE ABGD 

FSIZ

E 

ROA 1.0000       

ACS 0.1619 1.0000      

ACI 0.2445 -0.3618 1.0000     

ACM 0.1195 0.1108 0.1347 1.0000    

ACFE 0.0726 0.1242 -0.0574 -0.1093 1.0000   

ABGD -0.0377 -0.0178 0.2574 0.0416 -0.1147 1.0000  

FSIZE 0.1404 0.3435 -0.1025 0.4197 -0.0376 0.0501 1.0000 

VIF 1.32 0.7174 0.7543 0.7575 0.9111 0.9263 0.7944 

Source: Authors’ Compilation (2024) 

Table 3 shows the relationship between financial performance (ROA) and audit committee 

characteristics of listed industrial goods firms in Nigeria. The result shows that the relationship 

between financial performance and audit committee size, independence, meeting, financial 

expertise and firm size is positive. Implying an increase in the number of audit committees 

increases the financial performance of industrial firms in Nigeria. On the other hand, the 

correlation between financial performance and audit committee gender diversity is negative. 

Implying that an increase in gender diversity does not positively relate to financial performance 

in industrial goods firms. The conclusion made from these findings is that audit committee 

characteristics positively correlate with financial performance.  

The regression analysis was subjected to a multicollinearity test to detect the presence of 

collinearity among the variables. The result shows that the mean of the Variance Inflation 

Factor (VIF) was 1.32, which is much lower than the threshold of 10. The VIF for individual 

variables was also very low. This indicates that the explanatory variables included in the model 

were not correlated, indicating an absence of multicollinearity between the variables. 

Test of Hypotheses 

Table 4: Empirical Result  

Variables Coef.  Std. Err. t  P>|t| 

ACS .0526648 .0243107 2.17 0.033 

ACI .3112899 .1004071 3.10 0.003 

ACM .0043356 .0233015 0.19 0.853 

ACFE 1.378864 .6780879 2.03 0.043 
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ABGD -11.50975 3.189208 -3.61 0.000 

LOGFSIZE .0173048 .0212539 0.81 0.418 

F statistics  3.13   0.0183 

Hausman 2.99   0.5591 

Hettest 0.95   0.3296 

R2 35.13    

Source: Authors’ Compilation (2024) 

From Table 4, the result of the Hausman test favours the adoption of random effect panel 

regression as shown by the probability value (P = 0.5591), which is insignificant at 5%. 

However, because of the heteroscedasticity result, pooled regression is adopted. 

The analysis result in Table 4 shows the effect of audit committee characteristics on financial 

performance (proxy by ROA). The result shows that the coefficient of determination (R2) is 

35.13% which explains that 35.13% of the variations in the financial performance of listed 

industrial firms can be explained by audit committee characteristics (proxy as audit committee 

size, independence, frequency of meetings, board gender diversity and financial expertise). The 

F statistics test was used to show the fitness of the model. The findings indicate that the F 

statistic is statistically significant at 5%. Thus, it can be inferred that the model is fit to explain 

the effect of audit committee characteristics on the financial performance of listed industrial 

firms in Nigeria. 

The panel regression result shows that audit committee size has a significant positive effect on 

the ROA of listed industrial firms in Nigeria. Based on this finding, the null hypothesis which 

states that audit committee size has no significant effect on the ROA of listed industrial firms 

in Nigeria, is rejected at 5% significance level (P = 0.033). Hence, the findings implies that an 

increase in audit committee size increases financial performance (ROA) by 5.2%. This finding 

implies that the size of the audit committee affects the performance of industrial firms in 

Nigeria. This finding conforms to the study by Okeke (2021) and Okolie and Ogbaragu (2022) 

who showed that audit committee size has no significant contribution to firm performance. In 

contrast, Iheyen (2021) and Meah et al. (2021) findings reveal that the audit committee size 

has an insignificant relationship with performance. Daniel et al. (2021) argued that the size of 

the audit committee determines the effectiveness and efficiency of the audit committee in 

carrying out its responsibilities. According to Ashari and Krismiaji (2020), a smaller audit 

committee is more effective in influencing performance since its members are more focused 

on talking about crucial financial reported concerns the company is facing. According to the 

Resource Dependence Theory, larger audit committees may help companies perform better 

because they may use their varied range of skills and knowledge to enhance oversight and 

benefit shareholders and other stakeholders. 

The panel regression result shows that audit committee independence has a significant positive 

effect on the ROA of listed industrial firms in Nigeria. Based on this finding, the null hypothesis 

which states that audit committee independence has no significant effect on the ROA of listed 

industrial firms in Nigeria, is rejected at 5% significance level (P = 0.003). Hence, the findings 

imply that an increase in audit committee independence increases financial performance (ROA) 

by 31.1%. Therefore, the study accepts the alternate hypothesis. The study found that audit 

committee independence affects return on assets of listed industrial firms in Nigeria. This 

finding supports previous studies such as Bazhair (2022), Azam and Wang (2021), Mohamed 
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and Bii (2018), and Orjinta and Ikueze (2018) who found a positive significant effect of audit 

committee composition on financial performance. Ali and Meah (2021) opined that more 

independent non-executive directors on corporate boards provide more independence to the 

audit committees. Namakavarani et al. (2021) argued that the composition of the audit board 

should be such that it promotes transparency in executing its duties. An audit committee 

comprising non-executive directors will properly conduct supervisory roles. The goal is to 

enable committee members to monitor the financial discretion of the management and ensure 

the credibility of the financial reports.  

The result shows that audit committee's meetings have an insignificant negative effect on the 

return on assets of listed industrial firms in Nigeria. Therefore, the null hypothesis which states 

that audit committee meetings have no significant effect on return on assets of listed industrial 

firms in Nigeria, is accepted as indicated by the p-value (P = 0.853), which is higher than 5% 

significance level. This finding implies that increasing the number of meetings by the audit 

committee does not translate into financial performance in industrial firms in Nigeria. On the 

contrary, Fariha et al. (2021), Osevwe-Okoroyibo and Emeka-Nwokeji (2021), and Okeke 

(2021) found that audit meetings have a positive and significant relationship with ROA. Al-

Jalahma (2022) opined that the audit committee meetings measure their effectiveness and are 

considered an essential element of reviewing the financial reporting process of the firm. 

According to Musa et al. (2017), the audit committee meetings show how serious the 

committee is and allows the committee to engage external auditors who can improve the 

report's credibility and establish confidence in the shareholders. In contrast, investigations by 

Al-Jalahma (2022), Hamada and Jwailes (2021), and Okolie and Ogbaragu (2022) discovered 

that the frequency of meetings has no impact on financial success. This study contradicts the 

agency theory, which states that audit committee meetings are critical for aligning the interests 

of shareholders and management, improving monitoring and control, promoting accountability 

and incentives, providing expertise and advice, and facilitating communication and 

transparency. Audit committee meetings, on the other hand, can have a positive impact on a 

company's financial performance, leading to better outcomes and more shareholder value.  

The null hypothesis which states that audit committee financial expertise has no significant 

effect on the return on assets of listed industrial goods firms in Nigeria is rejected as shown by 

a significant level (P = 0.043). Hence, the findings indicate that the audit committee frequency 

of meetings positively affects the ROA of industrial goods firms in Nigeria. This finding 

implies that an increase in the number of audit committee members with financial expertise 

increases ROA by 137.8%. This finding was corroborated by the studies of Mohamed and Bii 

(2018), Bazhair (2022), Azam and Wang (2021), and Okolie and Ogbaragu (2022) found that 

financial expertise is a vital skill set requirement for audit committee members. They argued 

that a highly competent audit committee brings specialized knowledge and skills to the table. 

Members with financial expertise, accounting qualifications, and industry-specific experience 

are better equipped to understand complex financial transactions and potential risks. This 

expertise enables them to provide valuable insights and advice to management, enhancing the 

quality of financial reporting and decision-making. Consequently, organizations with audit 

committees comprising experienced professionals tend to have more accurate financial 

statements, reducing the likelihood of material misstatements or fraudulent activities. In 

addition, the presence of knowledgeable audit committee members instils investor confidence. 

External stakeholders, including shareholders and creditors, rely on the integrity of financial 

information when making investment decisions. A competent audit committee acts as a 
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safeguard against financial mismanagement and assures that the organization's financial 

statements are reliable. This increased confidence can lead to a lower cost of capital, improved 

access to funding, and enhanced shareholder value.  

Table 4 shows the result of the audit committee's gender diversity and return on assets of listed 

industrial goods firms in Nigeria. Based on the analysis, the findings reveal that audit 

committee gender diversity has a significant negative effect on the return on assets of listed 

industrial goods firms in Nigeria. Hence, the null hypothesis is rejected at 5% significance level 

(P = 0.000). Therefore, the alternate hypothesis is accepted. This finding implies that a unit 

increase in female directors on the audit board results in a decrease in ROA by 1,150% in ROA. 

In a similar vein, Musah et al. (2022) found that gender diversity in audit committees have a 

negative effect on financial performance while Suherman et al. (2021), Awotomilusi and Dare 

(2022) and Ugbah et al. (2023) claimed that audit committees increasing the number of female 

representatives in the audit committee does not affect the financial performance of firms. Prior 

studies such as Abubakar et al. (2023), Juwita (2023), Shukla et al. (2021), Dwalikat et al. 

(2021), Onyekwere and Babangida (2022) and Kabara et al. (2022) found a positive significant 

effect. This finding implies that firstly, gender diversity brings a broader range of perspectives 

and experiences to the decision-making process. This diversity of thought can lead to more 

robust discussions and a more comprehensive evaluation of financial risks and opportunities. 

Different viewpoints and approaches can help identify potential biases and enhance critical 

thinking, ultimately leading to improved decision-making and financial outcomes. Secondly, 

gender diversity fosters greater independence and accountability within audit committees. 

Research suggests that diverse boards tend to exhibit higher levels of objectivity and are less 

prone to groupthink. Female board members are more likely to challenge the status quo and 

ask tough questions, leading to a more rigorous examination of financial information and 

controls. This increased scrutiny can help identify potential errors, fraud, or unethical practices, 

thereby improving the overall quality of financial reporting and reducing the likelihood of 

financial misstatements. Furthermore, gender diversity within audit committees can positively 

influence investor perception and trust. In an increasingly socially conscious business 

environment, stakeholders value diversity and inclusion. Organizations that demonstrate a 

commitment to gender diversity are often seen as progressive and forward-thinking. This 

perception can enhance the organization's reputation, attract socially responsible investors, and 

potentially lead to improved access to capital. The inclusion of both male and female members 

fosters diverse perspectives, improves decision-making, enhances independence, and promotes 

investor trust. By embracing gender diversity, organizations can tap into a wider pool of talent, 

perspectives, and experiences, ultimately driving better financial outcomes. 

Also, the control variable measured as the log of firm size is insignificant which implies that 

the size of industrial firms does not affect their performance. 
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CONCLUSION AND RECOMMENDATION  

This study examined the effect of audit committee characteristics (proxy as audit committee 

size, audit committee composition, audit committee meetings, audit committee frequency of 

meeting, audit committee financial expertise, and audit committee gender diversity) on the 

financial performance (ROA) of listed industrial goods firms in Nigeria. The summary of the 

findings is as follows: Audit committee size has a significant positive effect on ROA of listed 

industrial firms in Nigeria, while audit committee independence has a significant positive effect 

on ROA of listed industrial firms in Nigeria. Audit committee meetings have an insignificant 

effect on ROA of listed industrial firms in Nigeria. The study found that audit committee 

financial expertise significantly affects financial performance while board gender diversity 

negatively affects financial performance. In conclusion, the audit committee plays a crucial 

role in enhancing the financial performance of industrial goods firms. By fostering improved 

oversight, accountability, and decision-making, larger audit committees contribute 

significantly to the overall financial health and sustainability of these firms. Secondly, the study 

concludes that increasing the number of independent directors on the audit committee affects 

financial performance of listed industrial firms in Nigeria. The independence and financial 

expertise of audit committees serves as a cornerstone for sound financial governance in the 

industrial goods sector. By upholding the integrity of financial reporting, independent audit 

committees not only safeguard against financial mismanagement but also enhance the overall 

financial performance of companies. 

Based on the findings, the study recommends that  

i. Firms within the industrial goods sector should consider optimizing their audit committee 

size as part of their strategic initiatives to achieve superior financial performance and 

long-term success. 

ii. The study shows that managers of industrial goods work to improve the efficacy and 

efficiency of their audit committees through frequent performance reviews, ensuring 

committee members have the power and resources to do their jobs well, and encouraging 

lifelong learning and growth. 

iii. It is recommended that the meetings of audit committees are well-prepared, structured, 

and address key financial and risk-related matters. This will enhance the value and impact 

of audit committee meetings on financial decision-making and risk management. 
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