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Abstract: Longstanding poor performance among the banks in Nigeria aroused uncertainty of the effect of bank 

ownership structure on the stability of banks, despite the reforms that visibly occurred in the banking system. 
This paper investigated the ownership structure (that is managerial ownership and foreign ownership) impact on 

the failure of listed commercial banks in Nigeria. The research design used in the study comprised an ex post 

facto. The study used 14 listed commercial banks in Nigeria as its population. There were 12 listed banks in a 
given sample. The secondary data were obtained by the use of published annual reports between 2013 and 2023. 

The analysis was performed based on descriptive statistics, correlation, and pooled Ordinary Least Squares (OLS) 

regression on STATA version 17. The results indicated that presence of complete managerial ownership and 
foreign ownership in Nigeria definitely reduces the chances of failure in the commercial banks. Study found that 

participation of equity through managers and foreign investor improves the situation of governance and 

declinesumberment of finances. It suggests that the Central Bank of Nigeria (CBN), secure exchange commission 
(SEC) and the Nigerian investment promotion commission (NIPC) must formulate policies that would enhance 

performance-based owner managership and embracing effective administration by foreign investors to make 

banks stronger and resilient in Nigeria. 
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INTRODUCTION 
The Nigerian banking industry has in the past 

few years, been rocked by delusions of bank institutions 

which have lost the country billions of depositors’ money 

and seen the people lose trust in the financial system. As 

examples, failures of the Intercontinental bank, Oceanic 

bank, skye bank among others and lately; cancellation of 

the license of Heritage bank in 2024 following 

continuous infractions of regulations and insolvency. 

Such incidents have revealed the underlying weaknesses 

of governance such as having poor internal controls, risk 

exposures and poor management practices. It is reported 

that about 1.2 trillion Naira received by the depositors 

was lost or rather held between the years 2009 and 2024 

owing to these collapses (CBN, 2024). Bank failures 

continue to plague the industry even though many 

regulatory measures have been put in place with reforms 

in recapitalization as well as in governance of the 

banking industry. This is a clear indication that all is not 

fine within the banking industry especially in terms of 

ownership and the nature of governance in the banking 

sector. 

 

Ownership structure is critical in the 

determination of corporate behavior and to determine 

how power and accountability are spread within firms. 

Within the Nigerian banking industry, concentration of 

ownership occurs in the hands of a few people or 

institutions and there is minimal external check. In 

managerial ownership when the managers have a 

substantial equity interest, managers in their own interest 

tends to engage in entrenching as well as worrying 

decisions. On the other hand, foreign ownership has been 

largely regarded as a source of promoting superior 

standards of governance, which has however been highly 

controversial in operation in Nigeria. Such dynamics 

leave the following questions to be considered: Does 

concentrated managerial control predispose failure? Is 

foreign equity really the solution it can buttress 

governance and make the banks less fragile? They are not 

mere academic questions but have profound implication 

to investors and depositors, regulators and the general 

stability of the financial system in Nigeria.  

 

Problem Statement 

Systemic weaknesses in the Nigerian banking 

system still persist even after the various reforms on 

governance codes, capitalization and disclosure 

provisions. Although macroeconomic imbalances and 

related regulatory deficiencies have also been recurrent 

reasons of institutional collapse, intra-corporate 

governance failure has been an ongoing story in its own 

right. The ownership structure (particularly managerial 

and foreign ownership) has become one of the eminent 

aspects in such a debate. The controlling shareholding by 

managers can cause a phenomenon that is called 

entrenchment in Nigeria, since it decreases the 

possibility of external monitoring and increases the 

likelihood of business failure (Emengini, 2024; Sani, 

2020). On the other hand, although foreign ownership 

https://doi.org/10.5281/zenodo.15709942
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can be anticipated to improve governance, some 

Nigerian reports (see Ismaila & Tanko, 2024; Gimba et 

al., 2022) indicate that it does not impact governance 

significantly, which implies that the expectations held 

are not reflected in delivery in practice. It is this paradox 

that brings out a practical government challenge, 

considering how all stakeholders, both private and 

public, are trying to regain confidence in the industry. 

 

Empirically, there is a gap in the comprehension 

of how various ownership types impact the corporate 

failure besides general firm performance indicators. 

Although the results of global research (Duong et al., 

2021; Putri & Setiawan, 2023) indicate that foreign 

ownership leads to better performance, Nigerian sources 

demonstrate discrepancy. As an example, the managerial 

ownership was found to enhance capital structure and 

decrease earnings management by Olowookere et al. 

(2023) and Okporo et al. (2022), and Nasution et al. 

(2024) but returned negative or insignificant values by 

Ismaila & Tanko (2023a), Nagheleh et al. (2024), and 

Bazhair & Alshareef (2022). On the same note, whereas 

Makoka et al. (2023), Onuora et al. (2022), and Duong 

et al. (2021) discovered the usefulness of foreign 

ownership, studies by Jinadu et al. (2018), Gimba et al. 

(2022), and Ismaila and Tanko (2023b) found out that it 

is non-significant when applied to banking and 

manufacturing companies in Nigeria. Such empirical 

contradictions arise around unanswered questions that 

attempt to determine whether such types of ownership 

decrease or increase the financial distress and failure 

among Nigerian banks. 

 

Population-wise, most of the extant literature 

has concentrated on non-financial corporations (e.g. 

Okporo et al., 2022; Onuora et al., 2022) or on the 

manufacturing and industrial sectors in general (Gimba 

et al., 2022; Ismaila and Tanko, 2023b) instead of 

commercial banks where regulatory policies, exposure to 

risks, and ownership structure are very different. 

Empirical studies such as Dada et al. (2024), Emengini 

(2024), and Abdulfatah et al. (2023) also portray the 

complexity of ownership concentration in the banking 

sector but do not explicitly explain its correlation with 

failure using such robust predictors as Altman Z-score. 

This study hence satisfies these gaps by examining the 

exact contribution of managerial and foreign ownership 

in the collapse of listed commercial banks in Nigeria. 

 

The main objective of this study therefore, is to examine 

the effect of ownership structure on bank failure of 

Commercial banks in Nigeria. The specific objectives are 

to: 

• evaluate the effect of managerial ownership on 

failure of listed Commercial banks in Nigeria; and  

• assess the effect of foreign ownership on failure of 

listed Commercial banks in Nigeria. 

 

To achieve the objectives of the study, null hypotheses 

were formulated to guide the study: 

HO1: Managerial ownership has no significant effect on 

failure of listed Commercial banks in Nigeria; and 

HO2: Foreign ownership has no significant effect on 

failure of listed Commercial banks in Nigeria. 

 

LITERATURE REVIEW  
Conceptual Review  

Bank failure 

Bank failure is a case when a bank collapses and 

can no longer honor its financial obligations when due 

and as a result becomes insolvent or is resolved either by 

regulatory intervention or by other means. Kagan, (2023) 

notes that a bank failure is the inability of a bank to fulfill 

its obligation to Depositors, borrowers and other 

creditors and thus may be closed by regulatory 

authorities. In Nigeria, bank failure is defined to imply a 

bank is continually being incapable to maintain the 

minimum capital adequacy ratio set down by the 

regulatory body, bad management, low deposit bases, 

bad liquidity ratio and incapability to comply with 

capitalization requirements. A failing bank would hence 

be the bank that is not in position to meet its obligations 

in a consistent manner as a result of operational, financial 

and managerial inefficiencies. The failure in the banking 

sector has long reaching ramification way beyond the 

banking sector. It impacts on the financial system and 

economy and on business, causing loss of jobs, loss of 

faith by the people in the financial system, systematic 

risks and disruption in the provision of financial services 

and this may need to be interventionized by policy 

makers. In the present research, the Altman Z-Score was 

used to quantify corporate failure. 

 

Altman Z-Score can be defined as one of the 

most popular financial measures initially created by 

Edward I. Altman in 1968 in order to determine the 

probability of insolvency or financial distress of a 

company. It integrates some financial ratios such that a 

single rating is able to determine the financial well-being 

of a firm and whether a firm is likely to fail or not. The 

model was first developed to fit manufacturing 

companies but has in the recent past been adjusted to fit 

other industries such as service companies and 

institutions such as commercial banks. The rate of 

corporate failure is the quantitative proxy that can assess 

the threat of financial insolvency or failure to operate in 

the case of the corporation, and the Altman Z-Score has 

proved to be an early warning instrument in the context 

of the banking industry. The score is calculated using 

data of a balance sheet and an income statement of a firm 

to show its liquidity, profitability, leverage, and market 

value. 

 

In case of non-manufacturing or service-sector 

companies (even banks), a modified version of the model 

was suggested with some omissions like use of the 

variable by their name Altman Z-Score for Emerging 

Markets or Z"-Score, which removes the variables that 

are meaningless when applied to banks (an example here 

being the market value of equity). One of the modified 
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equations common to the banking and financial 

researches is: 

Z-Score = 6.56X1 + 3.26X2 + 6.72X3 + 1.05X4 

 

Where: 

X₁ = Working Capital / Total Assets (liquidity) 

X₂ = Retained Earnings / Total Assets (profitability) 

X₃ = Earnings Before Interest and Tax (EBIT) / Total 

Assets (operating efficiency) 

X₄ = Book Value of Equity / Total Liabilities (solvency) 

 

Interpretation of Z-Score Values 

Z > 2.6: Low risk of financial distress (safe zone) 

1.1 < Z < 2.6: Moderate risk (grey zone) 

Z < 1.1: High risk of bankruptcy (distress zone) 

 

In the research, Altman Z-score shall be treated 

as a dependent variable to determine the extent of 

corporate failure in listed commercial banks in Nigeria. 

The higher the Z-scores, the healthier the financial status 

and a low score poses risk of failure. This qualifies the 

Z-score as an appropriate and empiric quantitative of the 

stability of the banks in the long run. 

 

Structure of Ownership 

Ownership structure is the arrangement or 

pattern of the ownership of equity interest in an 

organisation and states how equity is held among the 

different classes of shareholders in an organisation, the 

various stakeholders that may hold equity interest in an 

organisation include individuals, government, other 

foreign interests and institutional investors. Ownership 

structure may also be defined as the dispensation of the 

ownership rights and control to different stakeholders of 

a firm. It includes the concentration of ownership, 

ownership identity (e.g. government, managerial, 

institutional, foreign), and governance mechanisms that 

affect the decision-making process of firms and affect 

their behavior. According to Sugosha & Artini, (2020), 

ownership structure can be described as the allocation of 

shareholding of a company. According to this definition, 

the pattern of shareholding is crucial in defining the 

structure of ownership. It entails determination of parties 

with shares of a company and percentage of the shares 

they own. 

 

Once more, according to the Adewumi et al., 

(2023), the definition of the concept of ownership 

structure implies that it is the share ownership in a firm 

that is shared between the shareholders. This definition 

concurs with a larger meaning of equity ownership, 

including both common and preferred stock. The 

ownership structure also becomes a central point in 

selecting corporate governance practices, financial 

performance of the banking sector as well as the stability 

aspects of the banking sector. In this paper, the 

ownership structure was grouped under:  

 

Ownership of the Managerial Ownership: 

Managerial ownership is when the managers 

own a part of the company and thus have a coincident set 

of interests with the shareholders, and may end up 

lowering the agency costs (Jensen & Meckling, 1976). 

Although management ownership may suit in a few cases 

where the interests of the management and the interest of 

the stockholders has a chance of matching, when 

managerial ownership runs high, the managers may 

focus their attention towards personal objectives rather 

than organizational performance.  According to 

Emengini et al., (2024), Managerial Ownership is a 

governance framework in which directors and high-

ranking executives own an appreciable portion of the 

equity, aiming at harmonization of interests but that is 

likely entrenched when it is excessive. Managerial 

ownership is the measure of the shares belonging to the 

managers and the executives of a firm. This is a different 

form of ownership in contrast with external ownership 

like ownership by institutional investors or the individual 

shareholders and this is an ownership that belongs to the 

individuals who are in charge of the day to day running 

and managing of the firm. Shareholder ownership 

separates the interests of managers and shareholders, 

whereas manager ownership transfers the interests of 

managers and shareholders toward each other and makes 

the manager sure of ownership commitment and behave 

to the benefit of the shareholders.  

 

There are some definitions of managerial 

ownership. According to Anita & Yulianto, (2016), 

managerial ownership is defined as the length by which 

the management owns shares at the end of the year and 

the outstanding number of shares. This definition 

concentrates on the share ownership by the managers 

directly. Moreover, analysis conducted by Santioso et al. 

(2020), highlights the fact that the shareholders in the 

management actively take part in the decision-making 

process in the corporation. This definition suggests that 

it is not only the financial stake that should be regarded 

as a factor of managerial ownership but also a 

commitment of managers towards the success of earlier 

mentioned company. In addition, given the findings of 

Abubakar et al. (2020), even expand the definition so that 

the definition not only includes direct ownership but also 

the indirect ownership through proxies or 

representatives. 

 

Foreign Ownership: 

The proportion of a firm shares held by non-

domestic investors or organizations is known as foreign 

ownership. Foreign ownership can be described as the 

possessions of a firms popularity shares; thus, by people, 

establishments or organizations that reside abroad rather 

than within the country where the firm has its 

incorporation or where the firm is doing its activities. 

They stated that, according to Adegbayibi & 

Adelowotan, (2025) The presence of foreign ownership 

brings in the best practices world-over in corporate 

governance and this influencesanks to the level of 

performance and risk management in the Nigerian bank. 
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Depending upon the nature of investment, foreign 

ownership may be direct foreign investment by 

individual or corporation of other country, overseas 

investment of foreign institutional investors or sovereign 

wealth funds / pension funds and cross border mergers 

and acquisitions. Setiany et al. (2021) introduce the 

concept of the foreign ownership, according to which it 

is considered as the share of common stock of the firms 

belonging to foreign individuals, legal entities, and 

governments, as well as their abroad component. The 

above definiton lays emphasis on the connection between 

the ownership structure, capital governance mechanisms 

and cross-border investments. 

 

In this research, a foreign ownership is a major 

equity participation of non-indigenous investor or group 

of investors in an entity that is incorporated and operates 

in an economy not affiliated to the indigenous economy 

of the investor(s). With such a large percentage of 

ownership of the equity, the foreign investors are granted 

the powers of direction and others to control the 

economic activities of the body according to the local 

laws. 

 

Literature Review 

Managerial Ownership and Bank Failure 

The article focuses on the study of the 

correlation between the ownership of a manager and 

financial performance based on the implementation of 

the principles of sharia in Indonesia (Purnomo, et al., 

2025). Procedure - The researchers will leverage the 

sample population of a financial report of 380 companies 

listed at the Indonesia Stock Exchange 2021-2023. The 

approach to the estimation is Pooled OLS (CEM). 

Finally, the findings on this research imply that 

managerial ownership positively influences financial 

performance, engendered by the use of sharia principles. 

Although the research gives solid grounds on the 

beneficial aspect of managerial proprietorship, it does 

not deal with corporate failure as such, but with monetary 

performance, and it takes place in a non-African case on 

Islamic financing. Such a discrepancy is easily 

empirically identified because parameters of 

performance, i.e., profitability, do not always indicate the 

likelihood of collapse or financial stress. Also, the impact 

of the sharia principles can yield behaviours of 

governance that cannot be directly applied in the 

Nigerian commercial banks, which brings in the 

importance of relative research. 

 

Ismaila1 and Tanko (2024) studied the 

influence of managerial layout on the financial 

performance of the listed Commercial banks in Nigeria 

between 2013-2022 through the use of the multiple 

regression technique. The research was carried out on a 

sample of banks; 24 banks were used and four 

independent variables: institutional, foreign, 

concentrated, and managerial ownerships. Returns on 

assets was a dependent variable. The findings revealed 

that the ownership by the managers did not influence the 

financial performance of these banks significantly. The 

study is geographically relevant; however, the research 

focused on evaluating returns on asset (ROA) instead of 

the actual failure indicators of a bank. What is more, the 

managerial ownership was only among four different 

independent variables that were tested, and its impact 

was determined as insignificant in relation to other 

parameters. The deficiency of emphasis on failure and 

wide-spread coverage of variables erodes the particular 

insight required in formulating policy responses. This 

points to an empirical gap in the knowledge of the solely 

managerial and shared ownership impacts on financial 

distress or collapse, or in the widely-general 

performance. 

 

In a study carried out by Olookookere, et al., 

(2023), the interaction between managerial ownership 

structure and the value and capital structure of the quoted 

consumer goods firms in Nigeria during (10 years) 

period between 2011 and 2020 were investigated using 

purposive sampling techniques in the selection of 15 of 

the 20 consumer goods firms listed on Nigeria Exchange 

group (NGX). Data that was used in this research was 

acquired as secondary source of research on the web page 

of NGX and the annual financial report of the chosen 

companies. In analyzing the data collected in the study 

of this paper, random effect model regression, 

descriptive statistics and correlation analysis were used. 

As the results indicated, there is a negative significant 

relationship between managerial ownership structure and 

debt-equity ratio (capital structure). Nevertheless, the 

assumption of non-banking institutions and sole focus on 

capital structure rather than failure can apply to the 

banking industry. This shows an existent population gap 

whereby the regulatory and risk management 

requirements of the commercial banks are not the same 

as that of the consumer goods companies, and hence the 

need to consider the managerial ownership in the 

banking-specific context. 

 

Ismaila and Tanko (2023) appraised the 

influence of ownership of managers on financial 

performance of insurance corporations in Nigeria. 

Though the research was undertaken in Nigeria, its 

domain is insurance companies as opposed to banks, thus 

its applicability cannot be directly used in the banking 

industry. The risk structure of insurance firms, regulation 

and ownership vary. Also, the researchers did not 

measure failure or distress in the study. This causes a gap 

of the population as it is not comparable with the similar 

institution context and an empirical gap as it does not 

refer to the prone institutional breakdown, which is more 

timely in the case of banking research. 

 

Aribaba, et al., (2022) investigates how 

supervisory ownership is significant on the financial 

performance of listed firms in the building materials 

sector in Nigeria. It was qualitative research with ex-

post-facto type of a research design. The sample size of 

the population includes six (6) cement companies listed 
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on Nigerian stock exchange as at 31 st December 2020. 

There were four (4) firms, which were identified through 

the approaches of purposive and random sampling. This 

information was in the form of secondary source of 

information during the years 2011 to 2020 annual 

published financial statements of the building material 

companies. Data analysis was done by relying on the 

descriptive technique and ordinary least square 

regression statistics to quantify the inference of the 

independent factors on the financial performance of the 

firms. Measure of normality of the data was undertaken 

using unit root stationarity test. Analysis of the study 

confirms that possession of supervisory ownership with 

the coefficient value of 2.4 was positively and 

significantly related to the financial performance of 

quoted building material companies in Nigeria. Although 

the idea of the supervisory ownership greatly overlaps 

with the idea of the managerial one, the research touches 

upon a non-financial industry and considers the overall 

performance instead of the financial failure. This brings 

with it a population gap but also an empirical gap; the 

former can occur because of the sectoral difference, and 

the latter because financial performance indicators such 

as profit or ROA cannot be sufficient measures of initial 

signs of financial problem or risk of collapse that are vital 

in the banking literature. 

 

Okporo, et al., (2022) establish the correlation 

between the managerial and the earnings management 

among the firms that produce consumer goods in Nigeria. 

The research design = ex-post-facto design was used, 

data analyzed on the basis of the descriptive statistics, 

correlation analysis and panel regression. In this study, 

the results indicated that ownership of both managerial 

and block-holders has major negative impact on earnings 

management by consumer goods manufacturing 

companies in Nigeria. Even though this study can be 

helpful in providing us with an understanding of the 

impact that the ownership structure has on the behavior 

of the company financing internally, the study 

concentrated on earnings manipulation instead of 

corporate failures or financial distress. Moreover, the 

research was made in the non-financial sector, in which 

the regulatory framework and the structure of 

governance are manifold in comparison to those in the 

banking sector. This brings both a population gap, the 

sectoral difference, and an empirical gap, because the 

research does not analyze failure-related outcomes, 

which are of most importance when it comes to assessing 

systemic risk in commercial banks. 

 

In a study by Gimba, et al., (2022), the 

researchers established the impact of managerial 

ownership of the dividend policy of listed oil and gas 

corporations in Nigeria between 2011 and 2020. The 

proxy used in the independent variable, ownership 

structure, was the ownership of managers, whereas 

dividend policy was forecasted as dividend pay-out ratio. 

A review of the annual financial reports of the eight (8) 

oil and gas companies that were sampled provided 

secondary data in the form of a research. The regression 

using panel least square revealed that the managerial 

ownership had a significant and positive impact on 

dividend pay-out of listed oil and gas companies in 

Nigeria. Although a large level of significance was found 

in positive relations by the study, it concentrated on 

dividend behavior as opposed to risk exposure or 

financial collapse. Besides, the study was confined to oil 

and gas industry, which were operating in a different 

market conditions as well as capital structure than 

commercial banks. This thus poses actual population gap 

and empirical gap since the research did not include the 

banking sector as well as failure as the outcome variable. 

The industry variation diminishes the generalizability of 

its results to the financial institutions. 

 

This study by Kirimi, et al., (2022) tried to 

establish why management ownership is related to 

financial performance in the Kenyan commercial banks 

during the 2009-2020 period. The records were taken 

through audited financial statements on 39 commercial 

banks in Kenya. Regression analysis showed that there 

was a strong evidence in management ownership on 

explaining the variation in financial performance of 

commercial banks. The findings determined the net 

interest margin to be the most affected by the 

management ownership at 53.04% and the return on asset 

at 31.37%. Ownership structure was established to have 

low influence on the return on equity at 3.32 percent and 

the earnings per share at 2.13 percent. These findings 

correlate the negative linkage of management ownership 

with net interest margin and earnings per share, the 

negative relationship between institute ownership with 

return on assets and a negative relationship that exists 

between foreign ownership and earnings per share. The 

research could also be said to be in the same line of 

banking arena but it was done in Kenya and not Nigeria 

in terms of regulatory environment, maturity of the 

market and corporate governance systems. Although the 

study has got some useful regional comparison, the paper 

was focused on financial performance suggestors like 

ROA and interest margin- not on financial failure/ 

distress. This creates an empirical gap, because the 

research did not touch upon the potential of the 

ownership by managers to reduce or add to bank failure 

which is the particular case of the current research. 

 

Sani (2020) determined that there was a strong 

negative correlation between the issue of managerial 

ownership and business performance, although the 

research was not related to the sphere of commercial 

banks and failure-related indicators were not considered. 

On the same note, study by Nasution et al. (2024) despite 

demonstrating a positive impact of the managerial 

ownership conducted the research on Indonesia 

companies with a focus to be on the financial 

performance. In both papers a population gap (the non-

bank or non-Nigerian situation) or an empirical gap (the 

absence of considering financial distress or failure) is 

created. The appearance of the negative effect of the 



 
 ODEH, M., DESHI, N. N.; Ind J Econ Bus Manag; Vol-5, Iss-3 (May-June, 2025): 44-56 

*Corresponding Author: DESHI, Nentawe Nengak 49 

 

managerial ownership on performance of non-financial 

firms in Saudi Arabia demonstrated by Bazhair and 

Alshareef (2022) once more emphasizes the population 

gap and the necessity of a study based on samples of 

Nigerian commercial banks and the result of failing in 

these selected banks as the principal outcome of interest. 

 

Foreign Ownership and Bank Failure 

Ismaila1 and Tanko (2024) examined the 

influence of ownership structure on the financial 

performance of listed Commercial banks in Nigeria 

during 2013-2022 with a help of the multiple regression 

technique. The 24 banks used in the study had four 

independent variables which included institutional 

ownership, foreign ownership and concentrated as well 

as managerial ownerships. The dependent variable was 

the returns on asset. The findings indicated that the 

negative effect of the Foreign ownership on the financial 

performance of such banks was negligible.  Although the 

study is sector-specific and is geographically applicable, 

the area of interest is not that relatable to the current 

study because of the trend in the research to study the 

aspect of return on assets (ROA), which is not under 

study in this work. Moreover, the indication of a non-

significant relationship between foreign ownership and 

performance denotes an ambiguous nature, and this 

creates a need to carry out additional research. This opens 

an empirical gap because performance-based measures 

lack time-series of the early warning signals of the 

collapse or insolvency, something that the present 

research aims to bridge with the aid of Altman Z-score 

as a failure indicator. 

 

Putri and Setiawan (2023) used secondary data 

and panel data regression with the sample size of 

Indonesia listed companies between 2013 and 2021 to 

investigate the effect of foreign ownership on Indonesian 

listed companies earnings. The findings revealed that 

Indonesian listed companies did better as a result of 

foreign ownership in terms of their financial 

performance. Even though the study revealed a 

significant positive impact, the research was not carried 

out in a banking or Nigerian environment but in non-

Nigerian and non-banking environment with a main 

focus on profitability. This creates a population gap (they 

have studied the non-financial and foreign environment 

and the distress and failure are not studied) and an 

empirical gap as there is no financial distress studied. 

Corporate environment and regulatory system in 

Indonesia and that in Nigeria are different, more so in the 

financial services sector, hence, reducing the 

applicability of the findings to commercial banks in 

Nigeria. 

 

The article by Makoka, et al., (2023) looks at 

the influence of foreign ownership on listed airlines in 

Africa financial performance. The study made use of 

quantitative methods to gather secondary data of the 

listed airlines in a period of more than one decade (2010-

2019). Analysis was done with the use of descriptive 

statistics and multiple regression. Findings indicated that 

the airline firms which had the largest stake of private 

domestic and foreign ownership had significant positive 

impact on the performance of finished financial (ROA 

and ROE). State ownership on the other hand did not 

have a significant influence on the financial performance 

of airlines. Although the study provides valuable 

empirical results at the regional level and it identified that 

foreign ownership has a positive effect on ROA and 

ROE, it studies a non-financial, capital-intensive 

industry. The airlines and banks are fundamentally 

inconsistent in terms of the ownership, regulation, and 

the risk that they are exposed to. This creates a 

population gap because there is a possibility that the 

results cannot be immediately applied to the banking 

industry. Also, the study does not gauge performance 

against corporate failure thereby being inadequate in 

explaining the influence of foreign ownership in regards 

to institutional survival among the banks. 

 

Ismaila and Tanko (2023) covered similar lifted 

the effect of ownership of foreigners on the 

manufacturing corporations listed in Nigeria between 

2013 and 2022, through multiple regression analysis. 

They discovered that foreign did not play any role in 

performance. Although the research related to local 

ownership structure is significant, it does not relate to 

commercial banks and does not pay attention to failure 

or distress but on its performance. Thus, it shows not only 

a population gap, since it does not compare the sectoral 

variations but even an empirical one, because it fails to 

assess the connection between the foreign ownership and 

the risk of corporate collapse, the key issue of the present 

research paper. 

 

Onuora, et al., (2022) establish the connection 

between foreign ownership and financial operations of 

Quoted Non-Financial firms in Nigeria. To investigate it, 

four hypotheses had been worked out to conduct the 

research and the statistical test of the parameter estimates 

was through OLS regression model run by STATA V.15. 

Ex Post Facto design was used and the study data were 

collected based on the published annual financial 

statements of the whole number of consumer goods listed 

companies on Nigerian Exchange Group (NGX) with the 

data coverage of the period 2012-2021. The results of the 

research in general, reveal that foreign ownership did 

have a significant and positive impact on performance of 

firms in terms of return on equity (ROE) at 1-5 percent 

significant level respectively. Although the impact of the 

study was highly positive, it only concentrated on the 

measures of performance, not the measures of financial 

distress or failure. In addition, only the consumer goods 

companies were included in the analysis, whereas banks 

are widely different in the level of risks exposure, 

regulations, and governance systems. This results in both 

a population gap, based on the non-banking focus and an 

empirical gap, because the financial performance per se 

is not a sufficient predictor of the risk of failure of an 
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institution, which is the central hypothesis of the present 

research. 

 

Using Nigerian listed oil and gas corporations 

data in 2011-2020, Gimba, et al., (2022) examined the 

impact of foreign ownership on the dividend policy of 

the listed oil and gas corporations. Managerial 

ownership, institutional ownership, ownership 

concentration and foreign ownership were used to proxy 

the independent variable, ownership structure. The 

dividend policy was approximated as the percentage ratio 

of dividend pay- out. The second data collection involved 

the use of secondary data retrieved in the annual financial 

statement of the eight (8) oil and gas companies sampled. 

It was determined by the panel least square regression 

that foreign ownership of listed oil and gas firms in 

Nigeria had insignificant impact on dividend pay-out of 

these firms. Even though the study used foreign 

ownership as a factor of the same it concentrated more 

on the dividend conduct than performance or distress. 

Also, the population gap was provided because the study 

was carried out in a non-financial field, which is capital-

intensive. The fact that dividend payout proxy will be 

used the single measure of firm behavior also allows 

seeing that there is an empirical gap as this is not used to 

discuss financial stability or failure that are even more 

relevant issues in the sphere of banking.  

 

Duong et al. (2021) assess foreign ownership 

influence on non-financial listed businesses in Vietnam 

during 2015-2019 with the help of secondary data and 

multiple regression analysis. The results revealed that, 

foreign ownership enhanced financial performance of 

non-financial listed firms in Vietnam substantially. 

Despite the contribution made by the study to the general 

literature on foreign ownership, the study is flawed by 

the population gap owing to selection of non-financial 

enterprises and a contextual gap owing to the 

international setting. More that, performance outcomes 

were the center of focus, and not on financial distress or 

failure hence an empirical gap. The direct application of 

the results to the commercial banks of Nigeria is also 

constrained by the various regulatory and ownership 

conditions of Vietnam. 

 

Theoretical Review 

Agency Theory 

This paper will be based on the Theory of 

Agents devised by Jensen and Meckling (1976). The 

theory tries to explain how the principals (shareholders) 

in a corporate organization relate with the agents 

(managers). It assumes there may be a conflict in the 

objectives of managers acting as agents and not 

necessarily acting in the best interests of shareholders 

hence agency costs; monitoring costs, bonding costs and 

residual losses of conflict in decision-making. The theory 

also asserts that in the event that ownership and control 

is weak, there is a likelihood of managers generating self-

interests at the cost of the shareholders’ value, unless 

adequate governance systems are established to 

harmonize interests. 

 

Within the scope of the given research, the 

Agency Theory offers an intriguing perspective in terms 

of which the role of various types of ownership (that is, 

the role of managerial ownership and foreign ownership) 

can be viewed in respect to the possible corporate failure 

of commercial banks. Managerial ownership is assumed 

to bring together the interests of the managers and the 

shareholders by assigning managers a financial interest 

in the size of the bank improvement, which will lead to a 

decline in opportunistic conduct and a boost of the 

stability of the bank. Yet, it is also a potential danger of 

the theory that managerial entrenchment may occur when 

excessive managerial control is exercised; executives do 

not simply strive to increase firm performance but rather 

join forces in an attempt to preserve their positions. 

 

On the same note, foreign ownership, as seen 

through the agency lens, is an external governance 

system, which provides superior governance in the form 

of control, visibility and accountability based on 

internationally accepted best practices and investor 

activism. The foreign investors tend to be risk-averse and 

focused on the performance and, therefore, simplify the 

decisions of managers more strictly. Thus, in the 

framework of the Agency Theory, the given current 

study examines, whether these forms of ownership 

cushions the effects of interactions between the 

principals and agents and decreases the chances of the 

latter to be disclosed to the necessity of financial distress, 

or, to the contrary, the severe effect when inappropriately 

balanced. This theoretical basis is especially applicable 

to the banking industry of Nigeria whereby monopolistic 

control and poor supervision systems have been major 

factors in the past that lead to institutional failure. 

 

METHODOLOGY 
Study used quantitative study design with ex 

post facto research design. This study has a strong 

research philosophy that was based on a quantitative 

research method that oriented with positivism paradigm. 

This research will involve population of 14 listed 

commercial banks in Nigeria. The 12 in the sample size 

was based on purposive sampling. When using purposive 

sampling, it is possible to select the financial firms 

purposely to accommodate specific criteria related to the 

research goals (Nweze & Nwadialor, 2020). Secondary 

data collected through this research was based on annual 

financial reports of those banks that are listed in flow of 

Nigerian exchange group. The period of investigation 

was 2013-23. This study applied the following 

techniques of analysing the data; Descriptive statistics, 

correlation analysis and pooled OLS regression analysis. 

This research was analysed with the help of STATA 17. 

 

Model Specification 

FDit = β0 + β1(MGTO)it + β2(FRNO)it + β3(FSIZ)it + 

β4(LEVG)it + µit 
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Where: FD = Bank failure (Financial Distress); MGTO 

= Managerial Ownership; FRNO = Foreign Ownership; 

FSIZ = firm size; LEVG =  leverage; µ = Error term; β0, 

β1, β2, β3, and β4 = Coefficients, i = firms and t = 

time/period cover by the study. 

 

Table 1: Variable Measurement 

VARIABLE PROXIES CODE MEASUREMENT SOURCE 

Dependent Bank failure FD Z-Score = 6.56X1 + 3.26X2 + 6.72X3 + 

1.05X4 

Altman (1993) 

Independent 

 

Managerial 

ownership  

MGTO Management share-holding / Number of 

ordinary shares 

Olowookere, et 

al. (2023) 

 Foreign 

Ownership  

FRNO Shares held by foreign entities / Number 

of ordinary shares 

Makoka, et al., 

(2023)  

Control  Firm size FSIZ Natural log of total assets  

 Leverage  LEVG Total Bank Debt / Total Equity  

Source: Author’s Compilation, 2025 

 

RESULTS AND DISCUSSION  
 

Table 2: Descriptive Statistics 

Variable OBS Mean Std. Dev. Min Max 

FD 132 4.903434 4.4758 .440659 19.4688 

MGTO 132 .0078088 .0219343 0 .161312 

FRNO 132 .0012894 .0076639 0 .0667 

FSIZ 132 21.35273 .9807279 18.86861 23.42947 

LEVG 132 .6073835 3.861076 -.20645 44.47998 

Source: STATA Version 17, 2025 

 

The descriptive statistics of corporate failure 

measured using Altman Z- score give the mean value of 

4.90 and a standard deviation of 4.48. It shows mild 

financial health among the indicated banks sampled and 

the fairly high standard deviation indicates that there may 

be a significant level of discrepancy among the levels of 

distress. The lowest value is 0.44 which denotes that 

some of the banks were nearly at a point of financial 

crisis and the largest value is 19.47 indicating that other 

banks were stable at that point in time in terms of their 

finance. The broad spread indicates the unequitable 

distribution of financial resilience of the Nigerian 

commercial banks during 2013-2023. 

 

Managerial ownership forms a low mean of 

0.0078, which shows that on average managers do not 

own more than 1 percent of the ordinary shares of listed 

commercial banks. The fact that its standard deviation is 

0.0219 and that its range is 0.1613 (or 16.13%) indicates 

that managerial ownership is very weak and very 

different amongst banks. It is also an indication that, not 

all the banks had managerial ownership during the period 

of observation as there are some zero values. This minor 

shareholding structure poses doubt of the robustness of 

the incentive alignment position between the 

management and shareholders within the banking 

industry in Nigeria. 

 

There is an even lower mean value of 0.0013 in 

the foreign ownership, and it means that the foreign 

investors have, on average, only 0.13 ordinary shares in 

all the sampled banks. Its standard deviation of 0.0077 

with a maximum of 0.0667 (6.67%) is indicating that 

there is generally low participation of foreigners with a 

high degree of inequality. Those that have a number of 

zero values also represent the bank that is not owned by 

foreigners which is likely to reduce the influence that the 

foreign governance mechanism can have on the 

performance and stability of that particular bank. 

 

The average of firm size as a natural logarithm 

of the total assets is 21.35 with a standard deviation 0.98 

which suggests that the average size of the banks is large 

with some moderation in the extent of the assets. These 

figures have ranged between the lowest of 18.87 and the 

highest of 23.43 thus indicating that whereas all the 

banks are large institutions, some are significantly larger 

than others. This difference can influence the ability of 

the banks to absorb risk and put in place governance 

frameworks with larger banks having the potential of 
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enjoying economies of scale in terms of governance and 

stability. 

 

Leverage as the value of total bank debt divided 

by total equity has a mean of 0.607 and indicates that 

most banks use a conservative capital structure. But the 

greater value of standard deviation 3.86 and extreme 

maximum 44.48 show the presence of large outliers and 

this exemplifies that some banks were more leveraged 

and risked much in financial terms. The negative 

minimum value, which was perhaps a result of 

accounting treatment or reporting anomalies, may reflect 

cases when liabilities were actually bigger than equity--

which reflects severe financial weakness in certain cases. 

 

Table 3: Correlation Analysis  
FD MGTO FRNO FSIZ LEVG 

FD 1.0000 
    

MGTO -0.2466 1.0000 
   

FRNO 0.2249 -0.0602 1.0000 
  

FSIZ 0.0612 0.0242 -0.0086 1.0000 
 

LEVG -0.1338 0.0023 -0.0267 -0.1850 1.0000 

Source: STATA Version 17, 2025 

 

The value of correlation coefficient between 

corporate failure (FD) and managerial ownership is -

0.2466, which indicates a negative and moderate 

correlation. This implies that an increment in the 

managerial ownership lowers the chances of corporate 

failure. That is, banks with equity stakes in the 

management are more financially sound. This proves the 

theoretical arguments that managers as the owner may 

have an interest that coincides with the shareholders and 

result to a good supervision and risk control. 

 

The value of correlation between FD and 

foreign ownership is 0.2249, and as a result there is 

positive and moderate correlation between the two. The 

implication here is that the higher the test of foreign 

ownership is, the higher the Altman Z-score (a measure 

of financial health) and as such the less likely the bank 

would fail. This finding corroborates the assumption that 

there is a possibility of foreign investors adding more 

strength to the regional corporate governance practice 

and more rigorous control of risks thus making the 

institution more stable. 

 

The correlation between corporate failure and 

the firm size equal 0.0612, which is positive, however, 

very weak. This means that the bigger the bank the more 

it is likely to be financially stable but not in a structured 

meaning. This is potentially indicative that although size 

might provide some protection against failure (e.g. due 

to economies of scale or superior capital provisions), it is 

not a primary decision factor (in itself). 

 

The relationship between FD and leverage is - 

0.1338, which meant a weak but negative relationship. 

This implies that as leverage increases (i.e., as there is 

more debt as compared with equity), there is a weak 

association between higher leverage and lower Altman 

Z-score or increased risk of financial distress. The 

relationship is not strong but it shows the general risk that 

high levels of debt has given to an economic system and 

can lead to a greater financial susceptibility particularly 

when in uncertain banking conditions. 

Table 4: Multicollinearity Test 

Variable VIF 1/VIF 

LEVG 1.04 0.964939 

FSIZ 1.04 0.965009 

FRNO 1.00 0.995523 

MGTO 1.00 0.995787 

Mean VIF 1.02 
 

Source: STATA Version 17, 2025 

 

In Table 4, the Variance Inflation Factor (VIF) 

of the independent variables is revealed: managerial 

ownership (MGTO), foreign ownership (FRNO), firm 

size (FSIZ), and leverage (LEVG) in the regression 

model. The VIFs of all indicators are considerably under 

the generally accepted maximum of 10 with MGTO and 

FRNO tabulated at 1.00 and LEVG and FSIZ at 1.04. The 

average VIF is 1.02 that is quite small. 

 

This shows that there is no evidence of 

multicollinearity between the independent variables 

implying that the variables are not strongly correlated to 

each other. Consequently, the estimates generated in the 

regression model should be stable, reliable and 

interpretable and there is no need to drop or transform 

any of the explanatory variables in the light of the issue 

they may be having with multicollinearity. 

 

Table 5: Heteroskedasticity Test 

Breusch–Pagan/Cook–Weisberg test for 

heteroskedasticity 

H0: Constant variance 
  

chi2(1)  = 2.65 

Prob > chi2  = 0.1035 

Source: STATA Version 17, 2025 

 

The test of heteroskedasticity of Breusch-

Pagan/ Cook-Weisberg is applied to test whether residual 

variance remains the same regardless of the levels of the 

independent variables-a major assumption of the 

Ordinary Least Squares (OLS) regression. The outcome 
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of the test displays 2.65 as chi-square and 0.1035 as its 

p-value.  

 

The p-value (0.1035) is larger than the 0.05 

level of significance; hence, we do not reject the null 

hypothesis, that homogeneous variance exists. This 

implies that there is no considerable indication of 

heteroskedasticity in the model. Thus, the OLS estimates 

are efficient and reliable as they can be used to make 

inferences about the population since residuals of the 

regression are homoskedastic. 

 

Table 6: Pooled OLS Regression Coefficients 

FD Coefficient Std. Err. t P>t 

MGTO -47.93169 16.98791 -2.82 0.006 

FRNO 121.4747 48.62625 2.50 0.014 

FSIZ .2127767 .3859508 0.55 0.582 

LEVG -.1380993 .0980365 -1.41 0.161 

_cons .6616065 8.259582 0.08 0.936 

Number of 

OBS  

 =  132 

F(4, 127)         =  4.47 

Prob > F          =  0.0020 

R-squared         =  0.1235 

Source: STATA Version 17, 2025 

 

Hypotheses Tests 

This means that F-statistic (4.47) of the overall 

model is significant (p = 0.0020) and that the 

independent variables explain the differences in bank 

failure collectively. The R-squared = 0.1235 indicates 

that the amount of variation in the variable i.e. bank 

failure as contained in this model is about 12.35 percent 

due to the usage of managerial ownership, foreign 

ownership, firm size and leverage. 

 
Hypothesis One (HO1): Managerial ownership does 

not significantly influence failure of listed 

Commercial banks in Nigeria. 

The coefficient of managerial ownership 

(MGTO) = -47.93169, which implies that the managerial 

ownership has a negative impact on fail of listed 

Commercial banks in Nigeria. The p-value (0.006) is 

lesser than the significance value of 0.05 and the t-value 

is -2.82 thereby indicating that the effect of managerial 

ownership on bank failure is statistically significant. 

Thus, null hypothesis (HO1) is rejected. The result 

indicates that managerial ownership has significant 

adverse influence on failure of listed commercial banks 

in Nigeria. This observation gains support to the 

statement that high ownership of managers could enable 

matching of management interests with that of 

shareholders, and have the potential to diminish the 

chances of breaking down of a bank. 

 
Hypothesis Two (HO2): There is no significant 

influence of foreign ownership on failure of listed 

Commercial banks in Nigeria. 

The coefficient of foreign ownership (FRNO) is 

positive (121.4747) which indicates that foreign 

ownership has significant positive influence on failure of 

listed Commercial banks in Nigeria. The positive 

coefficient points at a correlation between the higher 

foreign ownership and the failures of the banks, i.e. the 

banks are less likely to fail with higher foreign 

ownership. The p-value (0.014) is less than the 

significance level of 0.05 and thus, the relationship is 

significant. Thus, linear can reduce the number of classes 

in order to obtain the optimum in the statistics value. The 

result shows that foreign ownership shows a positive 

influence and a significant impact on LIST Failed bank 

of the Commercial banks in Nigeria. This finding 

indicates that foreign investors can introduce superior 

standards of governance, improved risk management or 

global experience that results to stable banks and 

declines the number of failures. 

 

DISCUSSION RESEARCH 

FINDINGS  
Managerial Ownership and Bank Failure 

It was revealed in the research that managerial 

ownership has significant and negative influence on the 

failure of listed commercial banks in Nigeria. This 

finding matches the results of Olowookere et al. (2023), 

who found that managerial ownership exhibited a 

significant negative influence in the capital structure 

decisions of Nigerian consumer goods firms, and Kirimi 

et al. (2022), who reported that the predictive effect of 

managerial ownership on financial performance 

indicators measures used on the sample of Kenyan 

commercial banks was strong. Likewise, the Nasution et 

al. (2024) study found that managerial ownership 

substantially affected financial performance in the 

Indonesian listed firms, so the conclusion can be 

considered relevant internationally. 

 
Nonetheless, this observation is contrary to the 

works of Ismaila and Tanko (2024), Sani (2020), and 

Bazhair and Alshareef (2022) who carried out studies 

that showed that managerial ownership negatively 

affected financial performance of companies. Such 

conflicting findings can be because of contextual 

variables that are the strength of institutions of corporate 

governance, regulatory settings, and ownership levels 

that distinguish between good alignment and unhealthy 

entrenchment. Managerial ownership may therefore be 

just a form of accountability in Nigeria and particularly 

the banking sector where regulatory supervision is strong 

considering the oversight of CBN. The theory of agency 

put forward by Jensen and Meckling (1976) of the view 

that equity ownership by the managers would lower their 

agency cost and promote action that maximize the 

survival of the firms in decision-making. Besides, as far 

as the agency theory is concerned, managerial equity 

holdings diminish opportunism Behavior and enhance 

monitoring incentive thus dropping the threat of financial 

weakness and collapse. 
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Foreign ownership and Bank Failure 

The result showed that the effect of foreign 

ownership on failure of listed Commercial banks in 

Nigeria is positive and significant. Empirical evidence of 

this claim exists, with the article by Putri and Setiawan 

(2023) proving that foreign ownership was a major factor 

in increasing the financial performance of Indonesian 

companies. The authors further discovered that foreign 

and domestic ownership positively affected the financial 

performance of listed African airlines (Makoka et al.). In 

a similar pattern, Onuora et al. (2022) established that 

foreign ownership in a Nigerian non-financial firm 

positively and significantly affected the return on equity. 

Additional evidence was also presented by Duong et al. 

(2021) in the case of Vietnam where the influence of 

foreign ownership on the performance of firms is 

strongly and positively related to various measures. 

 
However, on the contrary, the results are 

opposite to Ismaila and Tanko (2024), Gimba et al. 

(2022) and Jinadu et al. (2018) who introduced no 

positive significant effect on corporate performance of 

banks. Such differences can be due to the variations in 

the degree of foreign ownership, active versus passive 

nature of the investor or restrictions caused by the local 

regulating system. In other cases, foreign investors are 

not allowed to have formidable controlling stakes in 

many of the companies in Nigeria; hence, limiting their 

ability to affect the strategic decision-making process 

significantly. The importance of foreign ownership 

according to agency theory is that it acts as an external 

controlling agent making the activity under scrutiny 

much more oversight and more transparent thus 

eliminating any chance of managerial opportunism and 

the likelihood of facing financial problems and failure in 

the end. In cases where there is active participation by 

foreign investors, the influence can be used to tighten the 

internal controls and discipline at the institution to 

improve the resilience of the bank. 

 

CONCLUSION AND 

RECOMMENDATIONS 
This study is concluded that both management 

ownership and foreign ownership have significant effect 

on the probability of corporate failure of listed 

commercial banks in Nigeria by reducing that 

probability. Managerial ownership harmonizes the 

interest of the executives and shareholders thus 

encouraging stability. Similarly, foreign ownership 

brings with international governance standards and 

improves risk management. These results indicate the 

activities of the Central Bank of Nigeria (CBN), bank 

boards, SEC, and foreign investors in promoting 

ownership structure that enhance financial resilience. 

 
It was concluded in the study that: 

• Central Bank of Nigeria (CNB) and bank boards 

ought to come up with policies that will guide 

moderate and strategic participation of equity by top 

executives without such intentions being turned into 

entrenchment. Shareholding plans will also enable 

the performance of managers with longer-term 

survival of banks.  

• The managerial influence on the corporate decision 

taking should periodically be checked by the Audit 

Committees, the Shareholder Associations, and the 

Board Nomination Committees as well. The 

governing authorities such as Financial Reporting 

Council of Nigeria (FRCN) are supposed to 

introduce new codes of corporate governance, which 

restricts the concentrated managerial power but 

promote performance-based ownership. 

• Securities and Exchange Commission (SEC) and the 

Nigerian Exchange Group (NGX) are to carry out 

policies that promote the active involvement of the 

foreign investors in the oversight practice, risk 

management, and audit committee roles. To the 

listed banks, one should note that the foreign 

shareholders of banks should not be mere owners but 

rather should be inculcated into the vital decisions 

making processes that influence the bank strategy 

and bank risk. 

• The Nigerian Investment Promotion Commission 

(NIPC) together with Ministry of Finance and the 

Federal Ministry of Industry, Trade and Investment, 

ought to come up with incentive systems that do not 

just drag in foreign capital but also compel foreign 

investors to adhere to governance targets of 

performance. Regulatory access points ought to be 

open to the foreign investors and their influence 

because they too can assist in inuring the 

institutional frameworks. 
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