
IOSR Journal of Economics and Finance (IOSR-JEF) 

e-ISSN: 2321-5933, p-ISSN: 2321-5925.Volume 13, Issue 5 Ser. V (Sep. – Oct. 2022), PP 69-76 

www.iosrjournals.org 

 

DOI: 10.9790/5933-1305056976                                 www.iosrjournals.org                                             69 | Page 

Corporate Remunerations for Directors in Nigeria: 

Implication on Reported Financial Performance 
 

EVESI, Henry O
3
. (MSc Candidacy) 

Department of Banking and Finance, 

Faculty of Management Sciences, 

Delta State University, Abraka 

 

EHIEDU Victor C
4
. (PhD) 

Department Banking and Finance 

Faculty of Management Sciences 

Delta State University, Abraka Campus, 

Delta State, Nigeria. 

 

OBARO, Victoria C
1
. (MSc Candidacy) 

Department of Banking and Finance, 

Faculty of Management Sciences, 

Delta State University, Abraka 

 

ONUORAH, Anastasia C
2
. (PhD) 

Department of Banking and Finance, 

Faculty of Management Sciences, 

Delta State University, Abraka 

 

Abstract 
This study zeroed in on exploring the effect of remuneration strategies for directors on corporate financial 

performance in Nigeria. The remuneration strategies took on in this study incorporate equity-based pay and 

bonus-based pay. The course of the review was to look at how the previously mentioned pay techniques impact 

the financial performance of Nigerian public firms. Besides, this study analyzed what the chosen remuneration 

plans means for generally speaking corporate performance. Corporate financial performance was estimated by 

the ROA. Given the idea of this review, accentuations were laid on firms listed across the banking and 

manufacturing areas in Nigeria. To accomplish the goals of this review, optional information were gathered 

from the yearly detailed of the chose public firms over a review time of 10 years spread from 2012 to 2021. This 

study utilized the ex-posto facto research plan. The review embraced the OLS regression model. The outcomes 

uncovered that equity-based pay impacts monetary execution in recorded Nigerian assembling firms with the 

coefficient of 0.64113 and a sig. level of 0.0110 (i.e., 0.0110<0.05); while bonus-based remunerations impacts 

monetary execution in recorded Nigerian assembling firms with the coefficient of 0.84522 and a P-worth of 

0.0142 (i.e., 0.0142<0.05). This paper therefore suggests that corporate firm owners and other key partners 

ought to be careful of the propensity for managers to participate in the manipulation of reported profit to report 

higher performance when their incentives are based on them. Subsequently, the executive of any organization is 

encouraged to choose remuneration methods that won't be impeding to the prosperity of the firm over the long 

run. 
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I. Introduction 
The agency hypothesis guesses that the chief's main issue is expanding his/her own riches, which is the 

net present worth of the organization. Stock proprietors appoint everyday corporate tasks and assumptions to the 

board under the presumption that the previous will act in light of their advantage. Motivating force issues 

emerge in light of the fact that much of the time, it is unimaginable to notice individual endeavors of specialists 

straightforwardly. The remuneration conspire should follow is proprietors' inclinations first; the owners here 
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allude to "investors" (i.e., principal). Bebchuk and Fried (2020) asserted that ideal agreement must be planned 

when investors had thorough data in regards to the CEOs exercises and association's venture open doors. Center, 

Holthausen and Larcker (2019) battled that motivation agreements would be excess when CEO exercises are 

completely perceptible. Some researchers suggested that remuneration arrangements would at most be a partial 

remedy to the agency problem (Canarella&Nouray, 2018; Bebchuk &Fried, 2020). A very good contract may 

bring about extra costs in excess of the face value of what is expected, thereby adversely impacting performance 

of the managers. 

Efficient market hypothesis predicts that executives’ actions are immediately reflected in the share 

price of the company, therefore stock market performance measures are accurate signals of executives’ effort. 

However, channeling the pay of executives towards stock market factors solely may be catastrophic and out 

rightly ineffective when most cases of stock variations in terms of prices is attributable to factors beyond firms’ 

control (economy-wide factors) (Ang & Constand, 2018; Bertrand & Mullainathan, 2021). Accounting based 

measures are preferred as they are not subject to shocks and they may protect the executive from noise induced 

by market factors. However,in the event that remunerationis dependent solely on accounting measures, an 

incentive is thereby introduced for the agent who now creates an opportunity to manipulate account figures for 

his or her own benefit. Guay, Core and Larcker (2015), Conyon and Leech (2015), Conyon Peck and Sadler 

(2016), and Harris and Bromiley (2017) provided evidence suggesting that, although accounting earnings may 

not contain all relevant information, it may be adopted as the most appropriate way to measure agents’ effort. 

According to Fabrizi and Parbonetti (2017), Equity remuneration has been used by many public 

companies and some private companies. According to another point of view, the degree of offers held by chiefs 

is supposed to be related with the degree of income the executives. There are two contradicting contentions in 

regard of chiefs' proprietorship and profit the executives. To start with, is the arrangement of interest speculation 

which was proposed by Jensen and Meckling (1976) as cited in Douglass (2020), that when directors' 

proprietorship stake in a firm increment, it diminishes the organization struggle among investors and chiefs 

which could, thus, lessen the degree for crafty conduct with respect to supervisors. Second, it proposes the 

speculation of entrenchment, on expressing that possession in stocks over a particular level could set chiefs in a 

prevailing position, thus expanding their propensity to take advantage of outside minority investors. In any case, 

taking a situation on these contentions, it will be directed by connecting chief remuneration through share 

possession with firm execution. 

Harris (2019) uncovered a positive connection between expansions in responsibility for and firm 

execution when administrative proprietorship is under 50%. Then again, the causal course of the connection 

between value motivating forces and execution isn't clear (Guay, Core & Larcker, 2015; Blanchard Lopez-De-

Silanes & Shleifer, 2017; Banghoi, Gabrielsen, Petersen & Plenborg, 2021). It is also possible that, rather than 

higher equity incentives producing performance improvement, firms anticipating better future offer more equity 

incentive. 

Firms might seek after objectives other than boosting investor abundance since pay might be connected 

to different measures, for example, piece of the pie or deals development. Numerous experimental examinations 

previously explored the connection between administrative remuneration and firm execution. Nonetheless, other 

than the examinations in the United States where various examinations exist on chief remuneration and 

arrangement between leader pay and investor riches, the quantity of examinations in other arising nations and 

Nigeria are restricted. Whether or not chief pay plans in arising nations urge leaders to seek after investor 

helping objectives isn't completely replied at this point. Accordingly, an investigation of the board remuneration 

cannot just add to weighing up the unwavering quality of monetary information, yet additionally to concocting 

plans to improve administrative adequacy and effectiveness. This study expected to uncover the connection 

between chief compensation and firm execution with an example of recorded firms from Nigeria. 

Compensation plans are used to determine the organization issue brought about by the detachment of 

proprietorship and the executives. The specialist hypothesis sees the enterprise collectively of agreement based 

connections where the chiefs draw in specialists' administrations for an expense. How directors or executives of 

publicly traded firms are compensated reflects on the accounting performance of the overall firmover time, 

which can be more prominent in firms practicing performance-based remuneration systems. This is on the 

grounds that compensation represents a large portion of the benefits expected from dealing with a firm, as 

couple of benefits are acquired from expansions in future corporate qualities. It is hard to screen administrators 

in monetary firms, as proprietorship and the board are discrete and data deviation is recognizable because of the 

idea of the business. Consequently, such compensation as motivators or investment opportunities are all the 

more effectively used to address the office issue. By the by, because of an absence of information, not many 

investigations have introduced observational proof for motivator compensation's effect on monetary firms. Thus, 

this study is supposed to give valuable data to monetary firm financial backers. 

Besides, compensation paid to the top managerial staff could have a critical relationship with generally 

execution. There are two clashing inquiries annoying on the examination of the connection between chiefs' 
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compensations and monetary execution in broad daylight firms. First, is it performance-based remuneration 

methods that influence financial performance? Second, is it managers’ opportunistic tendencies that drive them 

towards reporting higher financial performance? The focal point of this study is on the thought that, in a climate 

where chiefs are enough repaid regardless of detailed execution; will they be spurred to guarantee that general 

exhibition of the firm is gotten to the next level? It depends on this contention that this study is set to explore the 

effect of corporate compensation plans on the monetary execution of cited corporate firms in Nigeria. 

 

II. Literature Review 
2.1 The Term “Remuneration” 

The remuneration is a substitute word of wages and salaries and it has recently originated. The writing 

of wages and remunerations' are colossal yet it thinks about the issues from a legitimate perspective. Be that as it 

may, remuneration have now become extremely critical as an expense factor (Bhattacharyya, 2009). As per 

Kochar (2016) the "Remuneration remembers direct money installments and backhanded installments for type 

of workers advantages and impetuses to rouse representatives to take a stab at more significant levels of 

efficiency". As per Kozan and Boulanger (2018) the "Remuneration is all types of monetary returns, 

unmistakable administrations and advantages workers get as a feature of a business relationship”.The expression 

"monetary returns" alludes to a singular's base compensation, as well as short-and long stretch catalysts. 

"Significant organizations and benefits" are such things as insurance, took care of journey and days, annuity 

plans, and delegate limits. 

Compensation is the compensation gotten by a representative in returns of their commitment to the 

association. The compensation the board is a coordinated practice which is significant for adjusting the work 

and representative relationship by giving financial and non-money related compensation to 

representatives(Otley, 2020). 

 

2.2 Theoretical Framework 

No single theory in existence currently that gives a sufficient clarification to the connection between 

remuneration plans and financial performance. Nonetheless, in this review, accentuation was laid on the 

organization hypothesis. The Agency hypothesis is a noticeable clarification of monetary execution conduct in 

the surviving writing. As per Jensen and Meckling (1976), an irreconcilable circumstance among the board and 

investors exists when supervisors try to boost their utility in a manner that isn't to the greatest advantage of 

investors. Because of this contention, costs are brought about which are known as organization costs. 

Lau and Moser (2018) clarifies that for boost their inclinations or keep their situation, specialists will 

introduce a decent image of the company's monetary situation to investors. Nonetheless, organization issues 

emerge when the amplification of the specialist's abundance doesn't be guaranteed to prompt the augmentation 

of investors' riches. Administrators or specialists might have a motivator to control profit to boost their personal 

circumstance. That's what the creator contends in the event that monetary presentation is led sharply, firms will 

have higher organization costs. In any case, assuming shareholdings are held by supervisors of the firm, the 

targets of chiefs and financial backers should be changed and less money related execution will occur since the 

interests of executives and financial backers are something almost identical. Teshima and Shuto (2018) fight 

that this inspiration course of action influence should have more impact as authoritative execution increases, 

which suggests that corporate show improves and spearheading managerial direct reduces as regulatory 

ownership developments in the firm. 

Going by the Agency theory, this study proposes that, the existence of agency problems between 

owners and management can force management to influence reported economic reality when there are specified 

contract-based remunerations where management gets to earn more as reported performance increases. In this 

situation, managers may not be able to resist the temptation of influencing reported economic reality, and 

reporting what is different from actual economic reality. 

Given that owners and investors of listed firms are not aware of the financial reporting gimmicks of 

directors and top management, it is possible that managers may be tempted to explore their opportunistic 

tendencies by manipulating reported earnings in order to influence their credit ratings, as well as reported 

performance, when their future remunerations are based on such reports. 

 

2.3 Empirical Review 

A number of studies have investigated how the remuneration method adopted by a corporate firm for its 

directors affects overall financial performance. These studies will be discussed in paragraphs in order to form 

the basis for hypotheses formulation in this study. 
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2.3.1 Reviewing the Equity-Based Remuneration Method in Relation to Financial Performance 

Marilyn (2021) did a review to inspect the connection between CEO remunerations and monetary 

performance This study utilized an example of 84 individual U.S. Fortune 500 firms (756 firm-year perceptions) 

which had CEO remuneration information and monetary information accessible. Information were gotten from 

the Execu Comp and Compustat data set in Wharton Research Data Services (WRDS). This study utilized the 

ex-posto-facto research plan, while information were investigated utilizing the OLS relapse assessment method. 

This study utilized factors, for example, choice and motivator which are part of CEO remuneration, while 

performance was caught by the ROA and EPS. The revelations showed a positive relationship among "decision 

and force" pay and the presentation of firms. The concentrate moreover showed that there is no immense 

(negative/positive) connection between financial performance and the money related crisis and that there is a 

positive connection between certifiable financial performance and CEO pay. 

Kedia (2020) researched whether investment opportunities produce impetus for monetary performance. 

This paper analyzed the impact of producing investment opportunities on monetary performance. The General 

Accounting Office (the Congress in the United States) recognizes declarations of bookkeeping repetitions by 

845 firms over the period 1997‐ 2018. This rundown is utilized as reason for this review. The probit model and 

the OLS relapse are utilized for this review. The remuneration information is accessible for 224 firms of the 845 

firms on ExecuComp. Here the year earlier is contrasted with the ongoing years, which are asserted control. The 

review utilized factors like stock-based remunerations and other top administration impetuses, while 

performance was caught by the ROA. Discoveries show that significant salary for performance motivations 

emerging from investment opportunities altogether increment the likelihood of repetition". Besides, there is 

proof that enormous administrative possession will mitigates the impact of investment opportunities on the 

impetuses to work on revealed performance. 

Temple, Ibanichuka and Ofurum (2020) analyzed the connection between value based impetuses and 

monetary performance in Nigerian firms. The survey was finished in Nigeria using refered to firms, while the 

audit time span was 10years from 2010 to 2019. In this survey, highlights were laid on addressing of the 

authenticity of the pooled influence, fixed effect, and unpredictable effect, the audit recognizes the erratic effect 

model. The dependent variable that is authentic development the board was settled using Roychowdhury 

models, while the independent elements were delegate by pioneer stockholdings, remunerates, and fixed pay 

rates. The survey assumes that esteem inspirations and pioneer pay seriously influence certifiable development 

the leading group of refered to present day stock firms in Nigeria. 

Lee and Hwang (2019) analyzed the impact of remuneration frameworks on the exhibition and 

supportability of Korean firms. The review involved an example of 150 public firms in Hong-Kong, while a 

review time of 20 years was considered from 2001 to 2020. To accomplish the goals of the review, optional 

information were gathered structure the yearly reports of the chose firms, while PLS relapse examination was 

utilized. This study utilizes factors, for example, chief remuneration's effect on banks' monetary performance 

utilizing remuneration information on South Korean banks. The assessment revealed higher money related 

performance using an acknowledge setback game plan for more component pay. From one perspective, if the 

degree of significant worth associated remuneration to inspiration pay extended, money related performance 

extended. On the other hand, more surrendered remuneration provoked extended pay smoothing. 

Al-Nasser (2018) inspected the impact of administrator autonomy and possession structure on 

corporate performance. The review utilized an example of 50 firms in South Africa, while a time of 20 monetary 

years was covered from 2001 to 2020. The review took on the ex-posto-facto research plan and creators 

gathered optional information from the yearly reports of the chose business banks. Information were dissected 

utilizing the OLS straight relapse. The factors utilized in this study incorporate chiefs' money remunerations, 

equity0-based remunerations and chiefs' portion based remuneration, while performance was intermediary by 

the ROE. The consequences of their discoveries showed that value remuneration has a positive relationship with 

different proportions of exposure quality incorporating the board estimate with value remuneration of chiefs go 

about as intermediaries for one another in adding to the recurrence of the executives gauges and the board 

update 

Meek (2017) explored factors influencing the connection between CEO investment opportunities and 

This study zeroed in on information from 2001‐ 2020. The bookkeeping data is acquired from Standard and 

Poor's Research Insight yearly modern years. The audit framed four hypotheses and used board data backslide to 

analyze the discretionary data isolated from the yearly reports of the picked DMBs. The Kothari et al. (2005) 

performance‐ matched model. They included the ExeComp data base for CEO venture opportunity pay data. 

The OptionComp is the Black‐ Scholes worth of yearly CEO stock remuneration as a level of complete 

remuneration. Revelations propose a positive association between CEO speculation opportunity pay and 

discretionary social events. This proposes that financial presentation will undoubtedly happen where speculation 

potential open doors are a greater piece of CEO remuneration. Also, they moreover found that venture amazing 

open doors compound money related performance in associations with significant growth opportunities. 
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Li and Kuo (2017) inspected CEO value based remunerations and monetary performance. This study 

utilized an example of United States of America non-monetary organizations from Compustat and executive 

comp separately. The review last example involved 6063 firm year perceptions of 1487 particular firms from 

2005 to 2009. Following the objectives of the audit, discretionary data were accumulated from the picked firms 

and the backslide assessment was used as methodology for data examination. They perceived organization's not 

altogether permanently established by the Book-to-Market extent as a legitimate environmental component and 

used as far as possible model to take a gander at whether the firm growth opportunity variable was prepared for 

coordinating this positive association. That is the very thing that their results revealed, for firms with to some 

degree low improvement potential, esteem stimuli convince bosses to control benefit. They stayed aware of that 

as firm growth opportunities appear at explicit edges, esteem pay can successfully diminish the association issue 

inborn for money related performance. 

 

2.3.2 Reviewing the Bonus-Based Remuneration Method in Relation to Financial Performance 

Holthausen, Larcker and Sloan (2015) inspected the connection between yearly rewards and the 

monetary exhibition of UK firms. The example for this study comprises of firms in the classified remuneration 

data sets. These data sets give data about the leader remuneration. These are given by two different human 

resource‐ consulting firms. The information covers schedule a long time from 1982‐ 1994 and 1987‐ 2019. 

This study utilized the OLS relapse assessment method. Compustat gives the example to the firm perception to 

quantify the accumulations. The CEOs remuneration is partitioned in three portfolios: 

below‐ the‐ lower‐ bound, above‐ the‐ upper‐ bound and inside. Performance was caught by ROA. 

Discoveries uncovered that there is no proof that directors, which are delegated beneath the lower bound, yet in 

actuality, monetary performance were apparently gotten to the next level. 

Guidry, Leone and Rock (2020) researched what income based extra plans mean for monetary 

performance. To test the speculation the example is separated in three portfolios. The portfolios are: a lower 

bound portfolio (LOW), a center portfolio (MID) and an upper bound portfolio (UPP). This study used an 

illustration of 15 keeps cash with a survey season of quite a while from 2005 to 2019. The audit embraced an 

explaining research plan and data was assembled through surveys and gatherings. The review involved the OLS 

relapse assessment strategy for information investigation. They decide rewards by contrasting genuine 

performance with focus for EBIT, return on deals (ROS), and return on resources (RONA). Discoveries 

uncovered that the business‐ unit supervisors oversee income to expand their short‐ term extra plans. According 

to supervisors of the UPP and LOW portfolios, MID portfolio make relative administrators really 

income‐ increasing optional gatherings. This study tracks down a positive connection between the measures of 

investment opportunities and rewards, and motivating force of investment opportunities and monetary 

performance, though remunerations are adversely related. 

Douglass (2020) analyzed what CEO remuneration mean for truly monetary performance. The review 

follows to a paper by Roychowdhury, This study involved 20 banks in Ghana with a review time of a long time 

from 2009 to 2019. The review utilized the utilization of auxiliary information gathered from the yearly report. 

Besides, information were broke down utilizing the OLS relapse assessment method. For types of CEO 

remuneration, the review estimates them as a proportion of all out remuneration; and track pay, rewards, and 

stock proprietorship. The discoveries show that each of the three of these are altogether connected to both of our 

truly monetary exhibition markers. Rewards have a positive association with odd creation, and a negative 

relationship to surprising pay from undertakings Salary is quite compared to both our pointers, and ownership is 

unfavorably connected with both our markers. 

Lam (2019) examined what variable remunerations like rewards mean for monetary performance. This 

study was done in Netherlands. The AEX list between the years 2002‐ 2005 is utilized as information for this 

review. To accomplish the targets of the review, auxiliary information were gathered and dissected. The 

investigation of the connection between optional gatherings and the portfolios are finished with the fluctuation 

examination and the Chi2 test. The accessible firm years are isolated into three portfolios: LOW, UPP, MID. 

LOW contains firm years, in which the outcome is lower than what is expressed in the bonus‐ plan agreement 

of the chief. Lam (2019) tracked down no proof between factor remuneration and monetary performance. 

Huddart and Louis (2018) examined what administrative stock deals mean for monetary performance. 

The review was completed among 60 enormous banks working in the European Union. The review uncovered 

that those banks that had an objective of expanding their portion of the overall industry were probably going to 

embraced monetary developments, for example, web banking since they could arrive at additional clients. This 

study utilized optional information Compustat. Compustat gives the information of firms between the years 

1997‐ 2016. Insider exchanging information is given by Thompson Insider Filing Feed data set. Concentrate on 

utilized stock remunerations to chiefs and ROA to intermediary performance of chosen firms. Different factors 

incorporate firm size and office cost. They found proof that the high insider selling firms report fundamentally 

higher strange accumulations in the previous quarter than low insider selling firms. In addition, the stock cost 
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declines during the following amendment time frame. Generally, elevated degrees of stock remuneration will 

give CEOs motivators to expand stock costs through monetary performance. 

Lau and Moser (2018) examined the conduct impact of remunerations on performance measures. In 

this review, the creators covered research papers distributed from 2000 to 2020 which came about to a review 

time of 20 years. This study involved the optional information removed from past examinations in a graphic 

way, while these information were dissected utilizing the longitudinal technique. This study utilized share-based 

remunerations, value based remunerations, and remittances, while performance was caught utilizing ROA, ROS, 

RET and Tobin's Q. This study found a positive and massive impact for the bookkeeping based firm 

performance. However, the review didn't see as measurably huge and powerful beneficial outcome for market 

based firm performance. 

 

III. Research Methodology 
This study followed the ex-posto facto design. All cited DMBs firms and assembling firms in Nigeria 

as recorded on the Nigeria Exchange Group (NGX) framed the number of inhabitants in the review. There are 

10 DMBs and 112 assembling firms right now cited on NSE in Nigeria, in this manner carrying the review 

populace to 122 statement firms. With the end goal of this review, an example of 15 firms spread across the 

assembling area and the financial area of the economy was critically drawn. This study embraced the secondary 

technique for data assortment. These secondary data were gotten from the yearly reports of the chosen banking 

and manufacturing firms over a time of ten (10) years spread from 2011-2020. The information gathered will be 

dissected utilizing the OLS numerous relapse assessment procedure. The regression model is presented as 

follows; 

ROAi,t = α0 + β1 + β 2EBC i,t + β 3BBC i,t + β 4FSZ i,t+ᶓ (i) 

Where: 

EBCi,t: computed value of equity-based remunerations of firm i in year t 

BBC i,t: computed value of bonus-based remunerations of firm i in year t 

ROA i,t: value of return on assets for firm i in year t 

FSZi,t: Firm size used for control in the model 

α0:  a constant, equals the value of Y when the value of X = 0 

β:  coefficient of the independent variables 

ᶓ:  the error term 

 

IV. Results And Discussion 
4.1 Diagnostic Tests 

4.1.1 Stationarity Test Result 

The summary of the result obtained from the unit root test at first difference is revealed below. 

Table 4.1 Summary of Unit Root Test Result (Data Corrected at Level) 
Data Series Augmented Dicker-Fuller (ADF) Test Critical Values @ 5% (TCV) Probability of 

ADF 

ROA 3.884867 2.526358 0.0407 

EBC 3.825119 2.526358 0.0085 

BBC 3.000691 2.526358 0.0000 

FSZ 3.524122 2.526358 0.0001 

Source: Eviews9 Output (2022) 

 

Using the ADF Test, the result must show a probability value that is lower than the critical value at any 

level of significance, in order to reject the null hypothesis. Furthermore, the table above, the ADF test statistics 

are greater than the test critical values (TCV) at 5% level of significance for all the data series. Therefore, we 

hereby accept the null hypothesis which states that the data is not stationary. 

 

4.2 Regression Result 

Table 4.2 Regression Result 

Dependent Variable: ROA   

Method: Least Squares   

Date: 07/21/22  Time: 10:51   

Sample: 1 150    

Included observations: 150   
     
     

Variable Coefficient Std. Error t-Statistic Prob.   
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C 8.54121 5.34620 5.11322 0.0000 

EBC 0.64113 6.96303 2.38700 0.0110 

BBC 0.84522 7.81882 1.01820 0.0142 

FSZ 0.16687 0.31512 0.52073 0.0118 
     
     

R-squared 0.754263     Mean dependent var 0.765410 

Adjusted R-squared 0.721106     S.D. dependent var 15385.90 

S.E. of regression 12.11245     Akaike info criterion 9.275050 
     
     

Source: Eviews9 Output (2022) 

4.2.1 Equity-Based Remunerations and Corporate Financial Performance 

Discoveries from this study have shown that value based compensations impact FICO score in 

recorded assembling firms in Nigeria. The ramifications of this outcome is that, as directors become 

progressively mindful of the motivating forces joined to detailed income or benefit, they are enticed to impact 

revealed execution in a way that will guarantee that such rewards gather to them over the long run. For example, 

chiefs whose remunerations are attached to the amount they create as benefit in a given monetary years may, by 

the discoveries of this review, be enticed to oversee detailed benefits in their own approval, no matter what the 

genuine situation. In accordance with this finding, Douglas (2020) gave discoveries show that benefit based 

remuneration plans are fundamentally associated to both of our genuine FICO assessment markers. Rewards 

have a positive association with odd creation, and a negative relationship to uncommon pay from errands Salary 

is determinedly compared to both our pointers, and ownership is unfavorably related to both our markers. The 

survey reasons that without a doubt, the beauty care products of a CEO's remuneration basically influences the 

utilization of veritable FICO rating inside the association. 

Additionally supporting the finding of this review, Nelson and Rahim (2018) analyzed FICO 

assessment's impact on chiefs' remuneration. Discoveries featured that FICO assessment assumed no part in 

deciding the chiefs' remuneration. Nonetheless, the discoveries recorded a critical and positive relationship 

between the chiefs' impact and the chiefs' remuneration. This study adds to the developing writing by giving 

proof which shows that pay-performance was not straightforwardly impacted by FICO assessment yet by the 

impact of the leader chiefs. 

Moreover, Al-Nasser (2018) gave discoveries to show that benefit based remuneration has a positive 

relationship with different proportions of revelation quality including the board conjecture probability, the 

executives figure recurrence, and the executives gauge precision and furthermore the motivator component 

including value remuneration of CEOs and the observing system related with value remuneration of chiefs go 

about as intermediaries for one another in adding to the recurrence of the executives estimates and the board 

update. 

4.2.2 Bonus-Based Remunerations and Corporate Performance 

Discoveries from this study have shown that chosen performance based remuneration plans impact the 

corporate presentation of recorded assembling firms in Nigeria. There are many investigations finished with 

chiefs' Remuneration and firm performance as the principal premium of their review, besides studies have 

presumed that there is a positive connection between chiefs' remuneration and firm performance. For instance, 

Brunello et al. (2016) find a critical and positive connection between the chiefs' remuneration and firm 

performance while utilizing an example of 1163 to 1441 firms (they precluded specific factors). As indicated by 

their review, one explanation that chiefs' remuneration and firm performance is connected with one another is 

towards firm entanglements and work to oversee and direct such organizations. 

Adding to this Kato et al. (2017), gave the primary appraisals on pay-performance relations for chiefs' 

money remuneration in Japan. They utilized a 10-year board information on individual chiefs' month to month 

base remuneration of 51 Japanese firms. Kato et al. (2017) tracked down a positive and critical connection 

between chiefs' remuneration and a proportion of firm performance (Return on Assets). 

In addition, Konovsky (2020) concentrated on the connection between chiefs' remuneration and firm 

performance in the Chinese market. The specialists showed that the base remuneration and reward per annum 

affects their firm exhibition measures for instance; return on resources, investor return, pre-charge benefit and 

investor esteem. 

Moreover, Lau and Moser (2018) concentrated on the connection among short-and long haul motivator 

pay and firm performance for recorded firms on the Amsterdam Euronext. It was recorded, notwithstanding, that 

he found a positive and huge impact for the bookkeeping based firm performance. However, the review didn't 

see as genuinely huge and powerful beneficial outcome for market based firm performance. 
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V. Conclusion And Recommendation 
Given the discoveries gotten from the tests completed in the past section, this paper concludes that 

equity-based remunerations and bonus-based remunerations positively and significantly impact the financial 

performance of recorded Nigerian banking and manufacturing firms. It is consequently proposed that the SEC 

and different controllers of public firms in Nigeria ought to return to the administration code to survey the 

compensation choices accessible to supervisors and heads of the organization. It is likewise proposed that 

proprietors and other key partners ought to be mindful of the propensity for managers to participate in profit the 

executives particularly when the result is positive for the. Subsequently, the executives of any organization is 

encouraged to choose compensation conspires that won't be hindering to the prosperity of the firm over the long 

run. 

References 
[1]. Al-Nasser, Z. (2018). The effect of chairman independence and ownership structure on performance. World Applied Sciences 

Journal, 17(8), 934 – 940. 

[2]. Ang, J. S., & Constand, R. L. (2018). Compensation and Performance: the Case of Japanese Managers and Directors. Journal of 

Multinational Financial Management, 7(4), 275-304. 
[3]. Banghoj, J., Gabrielsen, G., Petersen, C., & Plenborg, T. (2021). Determinants of Executive Compensation in Privately Held Firms. 

Accounting & Finance, 50(3), 481-510. 

[4]. Bebchuk, L. A. & Fried, J. M. (2020). Executive Compensation as an Agency Problem. The Journal of Economic Perspectives, 
17(3), 71-92. 

[5]. Bertrand, M., & Mullainathan, S. (2021). Are CEOs Rewarded for Luck? The Ones without Principals Are. The Quarterly Journal 

of Economics, 116(3), 901-932. 
[6]. Blanchard, O. J., Lopez-De-Silanes, F., & Shleifer, A. (2017). What Do Firms Do with Cash Windfalls?Journal of Financial 

Economics, 36(3), 337-360. 

[7]. Canarella, G., & Nourayi, M. M. (2018). Executive Compensation and Firm Performance: Adjustment Dynamics, Non-linearity and 
Asymmetry. Managerial and Decision Economics, 29(4), 293- 315 

[8]. Conyon, M. J., & Leech, D. (2015). Top Pay, Company Performance and Corporate Governance. Oxford Bulletin of Economics and 

Statistics, 56(3), 229-247. 
[9]. Douglass, G. (2020). The effect of CEO compensation on real financial performance. U M E A U n i v e r s i t y Journal of 

Business, 12(3), 24–38. 

[10]. Fabrizi, A. K. I., & Parbonetti, B. (2017). Executive compensation and financial performance of listed industrial goods firms in 
Nigeria. International Journal of Advanced Research inPublic Policy, Administration and Development Strategies,5(1), 55-78 

[11]. Guay, W. R., Core, J. E., & Larcker, D. F. (2015). Executive Equity Compensation and Incentives: A Survey. FRBNY Economic 

Policy Review, 27-50. 
[12]. Guidry, F., Leone, A., & Rock, S., (2020). Earnings-based bonus plans and financial performance by business-unit managers. 

Journal of Accounting and Economics, 8(1), 34–50. 

[13]. Harris, J., & Bromiley, P. (2017). Incentives to Cheat: The Influence of Executive Compensation and Firm Performance on 

Financial Misrepresentation. Organization Science, 18(3), 350-367. 

[14]. Holthausen, R.W., Larcker, D. F., & Sloan, R. G. (2021). Annual bonus schemes and the financial performance. Journal of 

Accounting and Economics, 19(1), 29‐74. 

[15]. Huddart, S., & Louis H. (2018). Managerial stock sales and financial performance during the stock market bubble. Accounting 
Department, 42(9), 56-67. 

[16]. Jensen M.C. &Meckling W.H., (1976). Theory of the firm: Managerial behavior, agency costs, and ownership structure. Journal of 

Financial Economics, 3(21), 305‐360. 
[17]. Kedia, S. (2020). Do executive stock options generate incentives for financial performance? Evidence from accounting 

restatements. Harvard Business School & Ohio State University, 1‐41 

[18]. Kochar, R. (2016). Explaining firm capital structure: The role of agency theory vs. transaction cost economics. Strategic 
Management Journal, 17(8), 713-728 

[19]. Kozan, J., & Boulanger, C. (2018). Managing the complex relationship between pay and performance. Ivey Business Journal: 

Canada, 68(5), 1–8. 

[20]. Lam, C. K. S. (2019). Variable Compensations and Financial performance in Nederland. Rijksuniversiteit Groningen, 21(7), 1‐46 
[21]. Lau, C. M., & Moser, A. (2018). Behavioral effect of nonfinancial performance measures: The role of procedural fairness. 

Behavioral Research in Accounting, 20(3), 55–71. 

[22]. Lee, M., & Hwang, T. (2019). The Effect of the Compensation system on performance and sustainability: Evidence from Korea 
banks. Sustainability, 11(6), 31-65 

[23]. Li, L. & Kuo, C. (2017). CEO equity compensation and financial performance: The role of growth opportunities. Finance Research 

Letters, 20(C), 289-295. 
[24]. Marilyn, H. T. (2021). Financial performance and CEO compensation, Erasmus University Rotterdam, Netherlands. Working 

Papers, 65(2), 124-136. 

[25]. Meek, D. (2017). Evidence on factors affecting the relationship between CEO stock option compensation and financial 

performance. Accounting and Finance, 6(3), 304‐318. 
[26]. Otley, D. (2020). Measuring performance: The accounting perspective. Cambridge: Cambridge University Press, 78(28), 841-862 

[27]. Temple, M., Ibanichuka, E. A. L., & Ofurum, P. C. O. (2020). Equity incentives, executive compensation, and financial 

performance: Panel data evidence from quoted Nigerian Firms. International Journal of Innovative Finance and Economic Research, 
8(1), 34–50. 

[28]. Teshima, N. & Shuto, A., (2018), “Managerial ownership and financial performance: Theory and empirical evidence from Japan”, 

Journal of International Financial Management and Accounting, 19(2): 107-132. 

 
EVESI, Henry O3. (MSc Candidacy), et. al. “Corporate Remunerations for Directors in Nigeria: 

Implication on Reported Financial Performance; Kenya.” IOSR Journal of Economics and Finance (IOSR-

JEF), 13(5), 2022, pp. 69-76. 

 

 


