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ABSTRACT

This study examined the relationship between corporate governance mechanisms and risk
management practices in Nigerian Fintech firms. The research focused on four key governance
variables board size, board independence, audit committee effectiveness, and ownership structure
and their influence on risk management. A descriptive and correlational research design was
adopted, and data were collected through structured questionnaires administered to board
members, auditors, and senior management staff of selected Fintech firms. The data were
analyzed using correlation and multiple regression techniques. Findings revealed that all corporate
governance mechanisms had significant positive relationships with risk management practices.
Specifically, board independence and audit committee effectiveness had the strongest impact,
indicating that firms with more independent boards and effective audit oversight demonstrated
superior risk management systems. Board size and ownership structure also contributed
significantly, suggesting that diverse boards and transparent ownership enhance risk governance.
The study concluded that sound corporate governance structures are essential for promoting
accountability, transparency, and effective risk control in Nigeria's rapidly expanding Fintech
sector. t recommended that Fintech firms strengthen board independence, improve audit
committee functionality, and promote transparent ownership structures to ensure robust
governance and sustainable risk management outcomes in line with regulatory and global best
practices.

Keywords: Corporate Governance, Risk Management, Fintech Firms, Board Independence, Audit
Committee Effectiveness

INTRODUCTION
The emergence of Financial Technology (Fintech) firms has transformed Nigeria's financial
landscape, driving innovation, financial inclusion, and digital payment solutions. The Fintech
industry has experienced exponential growth over the past decade, supported by increased
smartphone penetration, a youthful population, and government policies promoting digital finance.
However, alongside these opportunities come heightened operational, technological, and financial
risks that necessitate robust corporate governance and effective risk management practices
(Osuiji, 2020; Central Bank of Nigeria, 2023).
Corporate governance mechanisms such as board structure, independence, audit committee
effectiveness, and ownership configuration are essential in ensuring transparency, accountability,
and prudent risk oversight (Jensen & Meckling, 1976; Cadbury, 1992). Effective governance fosters
organizational stability by aligning management decisions with stakeholder interests and
minimizing the likelihood of fraud, cyber breaches, and operational disruptions. In contrast, weak
governance frameworks expose Fintech firms to excessive risk-taking, regulatory sanctions, and
reputational damage (Adegbie & Olowookere, 2021).
Risk management practices in Fintech firms extend beyond traditional financial risk controls to
include information security, operational resilience, and compliance with dynamic regulatory
frameworks. As the Central Bank of Nigeria (CBN) and the Securities and Exchange Commission
(SEC) tighten oversight of the digital financial ecosystem, understanding how governance
mechanisms influence risk management becomes increasingly crucial.
Despite the growing importance of Fintech in Nigeria's financial system, empirical evidence on
how corporate governance mechanisms shape risk management practices within the sector
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remains limited. Existing studies have largely focused on traditional banks and manufacturing
firms, leaving a significant gap in understanding the governance-risk nexus among Fintechs
operating in a digital and highly volatile environment. This study, therefore, investigates the
relationship between corporate governance mechanisms and risk management practices in
Nigerian Fintech firms, emphasizing board characteristics, audit committee effectiveness, and
ownership structure as key determinants of risk control.

Statement of the Problem

The rapid evolution of Fintech firms in Nigeria has redefined financial service delivery but has also
introduced complex risks stemming from technological innovations, cyber vulnerabilities, and
regulatory uncertainties. In recent years, several Nigerian Fintech companies have faced data
breaches, liquidity crises, and compliance violations, raising concerns about the adequacy of their
corporate governance and internal risk management structures (CBN, 2023; SEC, 2024). Unlike
traditional banks, many Fintech firms operate with lean governance structures and informal
oversight mechanisms, potentially undermining effective risk control.

Empirical and anecdotal evidence suggests that governance lapses such as ineffective boards,
concentrated ownership, and weak audit committees contribute to poor risk management
outcomes (Okafor & Nwude, 2022). Many Fintech boards lack sufficient independence and
expertise in technology and regulatory compliance, leading to inadequate oversight of risk
exposures. Furthermore, the absence of robust audit mechanisms and transparent ownership
structures may encourage risk-taking behaviors that compromise financial stability and consumer
trust.

Although Nigeria’s regulatory bodies have issued corporate governance guidelines for financial
institutions, their implementation within the Fintech sector remains inconsistent. Scholarly
attention has predominantly centered on conventional financial institutions, leaving a gap in
understanding how governance mechanisms influence risk management in technology-driven
financial firms.

Therefore, the problem this study seeks to address is the limited empirical understanding of the
relationship between corporate governance mechanisms and risk management practices in
Nigerian Fintech firms. Specifically, the study aims to determine whether governance components
such as board size, board independence, audit committee effectiveness, and ownership structure
significantly influence the effectiveness of risk management practices in Nigeria's growing Fintech
industry.

Aim and Objectives of the Study

The purpose of this study is to examine the relationship between corporate governance

mechanisms and risk management practices in Nigerian Fintech firms.

Specifically, the study will:

i. Determine the relationship between board size and risk management practices in Nigerian
Fintech firms.

ii. Determine the relationship between board independence and risk management practices in
Nigerian Fintech firms.

iii. Determine the relationship between audit committee effectiveness and risk management
practices in Nigerian Fintech firms.

iv. Determine the relationship between ownership structure and risk management practices in
Nigerian Fintech firms.

Research Questions

The following research questions will guide this study:

i. What is the relationship between board size and risk management practices in Nigerian
Fintech firms?

ii. To what extent does board independence influence risk management practices in Nigerian
Fintech firms?
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iii. How does audit committee effectiveness affect risk management practices in Nigerian
Fintech firms?

iv. In what ways does ownership structure influence risk management practices in Nigerian
Fintech firms?

Research Hypotheses

The following null hypotheses are formulated to guide the study:

Ho.: There is no significant relationship between board size and risk management practices in
Nigerian Fintech firms.

Ho.: There is no significant relationship between board independence and risk management
practices in Nigerian Fintech firms.

Hos: There is no significant relationship between audit committee effectiveness and risk
management practices in Nigerian Fintech firms.

Ho.: There is no significant relationship between ownership structure and risk management
practices in Nigerian Fintech firms.

Significance of the Study

This study is significant in several respects.

First, it provides empirical insight into how corporate governance mechanisms influence risk
management practices in the fast-evolving Fintech sector in Nigeria. By exploring governance
structures such as board composition, independence, audit committee effectiveness, and
ownership structure, the study will contribute to a deeper understanding of governance
effectiveness in mitigating operational, financial, and cybersecurity risks.

Second, the study will serve as a useful reference for regulators such as the Central Bank of
Nigeria (CBN), the Securities and Exchange Commission (SEC), and the Nigeria Deposit Insurance
Corporation (NDIC) in designing or updating regulatory frameworks for Fintech governance and
risk oversight. Third, the findings will be valuable to Fintech executives and boards, offering
guidance on strengthening internal governance systems to enhance accountability, transparency,
and risk resilience. Finally, the study will add to the academic literature by bridging the gap
between corporate governance and risk management research in the context of Nigeria's
emerging digital financial ecosystem, thus serving as a foundation for future empirical and
comparative studies.

Scope of the Study

This study focuses on examining the relationship between corporate governance mechanisms
specifically board size, board independence, audit committee effectiveness, and ownership
structure and risk management practices in Nigerian Fintech firms. The geographical scope is
limited to Fintech firms licensed and regulated by the Central Bank of Nigeria (CBN) and operating
within Nigeria. The temporal scope covers the period 2018 to 2024, corresponding to the years of
significant Fintech expansion and regulatory interventions in Nigeria. The study will employ data
obtained through structured questionnaires administered to board members, senior managers,
and risk officers of selected Fintech firms. Thematically, the study is delimited to corporate
governance mechanisms and organizational risk management, excluding other forms of
governance such as environmental or social governance (ESG) and other industries beyond the
Fintech sector.

LITERATURE REVIEW
Conceptual review
Corporate governance mechanisms broadly refer to the system of rules, practices, and processes
by which firms are directed and controlled to align management’s actions with stakeholder
interests and to manage firm risks; in the Fintech context these mechanisms take on heightened
importance because digital business models amplify operational, cyber, regulatory and liquidity
risks (Central Bank of Nigeria, National FinTech Strategy, 2023). Recent literature emphasizes that
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governance in Fintechs must combine traditional governance elements (board composition, audit
committees, ownership structure) with technology-specific oversight (IT expertise on boards,
cyber risk committees and continuous compliance processes) because the speed and opacity of
digital products create novel exposures that generic governance arrangements may not detect or
control (Ferilli et al., 2024; McKinsey, 2022). Empirical studies also show that well-designed
governance reduces firm-level risk (e.g., credit and operational risk) and contributes to resilience in
fast-moving Fintech environments, but effectiveness depends on governance adaptation boards
must add IT and cybersecurity skills, audit committees must incorporate technology assurance,
and ownership arrangements must incentivize long-term stability rather than short-term growth at
the expense of controls (Ferilli, 2024; CBN, 2023; McKinsey, 2022). Thus, the conceptual lens for
this study conceptualizes corporate governance mechanisms as both structural (board size,
independence, ownership) and functional (audit committee effectiveness, IT/cyber competence),
each influencing risk management practices across identification, assessment, monitoring,
reporting and compliance.

Corporate governance mechanisms

Corporate governance mechanisms are the ensemble of formal structures and informal practices
that determine decision-making authority, oversight intensity, accountability and incentive
alignment within firms; these mechanisms include board composition and committees, ownership
configuration, executive compensation, disclosure practices and internal control systems. In the
Fintech literature, scholars argue that governance mechanisms must be reinterpreted for digital
firms because the sources of risk (software flaws, third-party dependencies, data privacy breaches)
are different from those in asset-heavy firms, requiring governance that emphasises rapid
detection and technical expertise on oversight bodies (Ferilli et al., 2024; Heidrick & Struggles
insights on fintech boards, 2023-2024). Regulatory strategy documents (e.g., CBN National
FinTech Strategy, 2023) reinforce this by recommending governance arrangements that
strengthen technological competence on boards and empower audit and risk committees with
continuous monitoring mandates. Recent empirical work finds that governance mechanisms that
incorporate IT expertise, frequent reporting cycles, and active audit committees are associated
with lower incidence of operational failures and better regulatory compliance among Fintechs
though the evidence is still emerging and often context-specific, underscoring the need for
sectoral studies in Nigeria where market structure, regulatory enforcement and ownership
patterns differ from developed markets (Ferilli, 2024; CBN, 2023; Heidrick fintech board report).

Board size

Board size typically measured as the number of directors has a nuanced relationship with
oversight and risk governance in Fintechs: larger boards can offer a broader skillset (including IT,
regulatory, and finance expertise) and improved monitoring capacity, but beyond an optimal point
they risk coordination problems and slower decision-making which can hamper rapid risk
responses required in digital operations. Industry analyses and board surveys report that Fintech
boards have generally increased in size over recent years as firms scale or prepare for IPOs, with
many adding 2-4 directors specifically for technology, risk and compliance experience evidence
suggesting a trend toward purposeful enlargement to manage complexity (Heidrick fintech board
insights, 2023-2024). Academic studies find mixed effects: some report that moderate increases
in board size reduce risk and improve firm resilience by diversifying oversight capacity (Tan, 2024;
Wiley, 2024), while others warn of diminishing returns where overly large boards become less
effective at swift oversight critical for Fintechs facing cyber incidents that require rapid board-level
action. The implication for Nigerian Fintechs is that board expansion should be strategic targeted
additions of directors with cybersecurity, regulatory and payments experience rather than purely
numerical increases; empirical testing in the Nigerian context is needed because cultural,
regulatory, and ownership factors can mediate the board size-risk relationship.

Board independence
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Board independence presence of non-executive and independent directors serves as a key
mechanism to reduce agency problems and strengthen objective oversight, but its effectiveness in
Fintechs rests on the independence members’ expertise and their capacity to challenge
management on technology and compliance matters. Theoretically, independent directors
mitigate managerial self-interest and monitor risk-taking (agency theory), but in Fintechs
independence must be coupled with relevant technical literacy (IT, payments, cybersecurity) to be
meaningful; otherwise independent directors risk being formal rather than functional monitors
(Ferilli, 2024). Recent empirical and practitioner literature indicates that independent directors who
possess sectoral knowledge improve risk governance and disclosure in Fintechs and financial
institutions, particularly when supported by frequent reporting and empowered committees
(Shehadeh, 2024; Ferilli, 2024). Nigerian regulatory guidance and the CBN's FinTech strategy
similarly stress independent oversight and board competence as central to systemic stability, but
local studies have documented gaps many boards remain small, founder-dominated, and with
limited independent members who have fintech-relevant skills, undermining rigorous oversight of
cyber and operational risks. Consequently, board independence is necessary but not sufficient;
independence coupled with domain expertise, active engagement, and clear mandates (e.g.,
technology risk subcommittees) is what empirical studies link to stronger risk management in
digital financial firms.

Audit committee effectiveness

Audit committee effectiveness capturing committee independence, size, meeting frequency,
financial and IT expertise, and diligence has emerged as a frontline governance mechanism for
risk control in Fintech firms because audit committees often serve as the primary internal
oversight for financial reporting, internal controls, compliance and, increasingly, IT/cyber risk
assurance. Contemporary research shows that audit committees with explicit IT and cybersecurity
expertise are better positioned to demand and interpret technical assurance reports, to oversee
third-party vendor risk, and to ensure continuous internal control monitoring actions that materially
lower cyber and operational incident rates (Guohong, 2024; recent Nigerian panel studies on audit
committees and risk disclosure, 2024). Empirical analyses of non-bank firms in emerging markets
(including Nigeria) demonstrate that stronger audit committees correlate with higher transparency
in risk disclosure and improved internal control quality, though results vary by sample and
measurement choices; the strongest effects appear where audit committees meet frequently,
include members with IT or cybersecurity backgrounds, and have formal mandates to oversee
technology risk (turnOsearch8; turnOsearch13; turnOsearch18). For Nigerian Fintechs, this implies
that upgrading audit committee charters to include continuous IT assurance, cybersecurity
reporting lines, and frequent reviews of third-party risk should strengthen the link between
governance and risk management.

Ownership structure

Ownership structure comprising concentration (family/founder ownership), institutional holdings,
and foreign ownership shapes incentives for monitoring, risk appetite and governance outcomes;
concentrated ownership can produce both improved monitoring (when owners are long-term and
aligned with firm survival) and weakened minority protections (when controlling owners extract
private benefits), each with distinct implications for risk management. Recent cross-country and
sectoral studies indicate that institutional ownership and diverse, engaged shareholders often
pressure firms to strengthen controls and transparency, thereby improving risk practices, while
founder-dominated ownership sometimes prioritizes rapid growth over conservative risk controls
an especially acute tension in Fintechs that compete on speed and scale (virtusinterpress
ownership studies; MDPI bank governance 2024).

Risk Management Practices
Risk management practices refer to the systematic processes through which organizations
identify, assess, mitigate, monitor, and report potential threats that could adversely affect their
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objectives. In Fintech firms, risk management has evolved from traditional financial control to an
integrated framework encompassing cybersecurity, operational, regulatory, and reputational risks
(Ferilli et al., 2024; 1SO 31000, 2023).

Risk Identification

Risk identification involves systematically recognizing and documenting potential internal and
external events that may negatively affect organizational objectives. In Fintech operations, such
risks span credit, operational, technological, regulatory, and cybersecurity domains (Nguyen & Vo,
2023). Effective risk identification enables firms to proactively mitigate losses by recognizing
vulnerabilities in payment systems, software integrations, customer data handling, and third-party
relationships. The use of digital tools and predictive analytics has revolutionized how Fintechs
identify emerging risks, allowing real-time monitoring of suspicious transactions and compliance
breaches (EY Global Fintech Risk Report, 2024). However, in many Nigerian Fintechs, risk
identification remains reactive rather than preventive due to limited data analytics capabilities and
inadequate governance oversight (CBN, 2023).

Risk Assessment

Risk assessment is the process of evaluating the likelihood and potential impact of identified risks
to determine their significance and prioritization. It involves both qualitative and quantitative
analysis, enabling organizations to allocate resources effectively to mitigate high-priority risks (ISO
31000, 2023; Deloitte, 2024). For Fintech firms, risk assessment must account for dynamic threats
such as cyberattacks, system disruptions, and compliance failures. Modern risk assessment
models integrate artificial intelligence and machine learning algorithms to predict vulnerabilities
and simulate adverse events (KPMG, 2024). In the Nigerian context, research shows that many
Fintechs still rely on rudimentary assessment methods and lack formalized enterprise risk
frameworks (Akinola & Adeoye, 2024). Corporate governance plays a crucial role in improving this
process: independent boards and specialized risk committees ensure that risk assessment
procedures are transparent, data-driven, and aligned with regulatory expectations (Ferilli et al.,
2024).

Risk Monitoring

Risk monitoring entails continuous evaluation of risk indicators and control effectiveness to
ensure that identified and assessed risks remain within acceptable tolerance levels. It involves real
-time tracking, performance measurement, and review mechanisms that detect deviations from
expected risk thresholds (OECD, 2024). In Fintechs, where transaction volumes and data
processing are instantaneous, risk monitoring requires advanced technological infrastructure,
automated alerts, and strong governance supervision (World Bank, 2024). Effective monitoring
enables timely intervention before risks escalate into significant losses.

Risk Reporting

Risk reporting refers to the communication of risk-related information across organizational levels
and to external stakeholders to facilitate informed decision-making. It involves preparing timely,
accurate, and transparent reports on risk exposures, mitigation actions, and compliance
performance (ISO 31000, 2023; PwC, 2024). In Fintech firms, risk reporting must capture both
financial and non-financial risks, including cyber incidents, data breaches, and third-party
vulnerabilities. Effective reporting promotes accountability and supports regulatory compliance,
particularly with CBN and SEC disclosure requirements (CBN, 2023). Globally, the integration of
Environmental, Social, and Governance (ESG) reporting with risk disclosure is becoming a best
practice, reinforcing transparency in digital finance (OECD, 2024).

Nigerian Fintech Firms
Nigerian Fintech firms represent one of the fastest-growing segments of Africa’s digital economy,
providing innovative financial solutions such as mobile payments, digital lending, wealth
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management, and remittance services (CBN, 2023; KPMG, 2024). The sector’s rapid expansion
driven by youth demographics, smartphone penetration, and supportive regulation has attracted
substantial local and foreign investment. However, this growth has also exposed the firms to
complex operational, cybersecurity, and compliance risks (World Bank, 2024).

Board Size and Risk Management Practices in Nigerian Fintech Firms

Board size plays a pivotal role in shaping a firm’s governance efficiency and its ability to manage
risks. In Nigerian Fintech firms, an optimal board size ensures a balance between diversity of
expertise and decision-making agility (Ogunleye & Ajayi, 2024). Larger boards may enhance risk
oversight by pooling varied perspectives and specialized knowledge particularly in technology,
cybersecurity, and financial regulation critical for Fintech operations (Heidrick & Struggles, 2023).
However, excessively large boards can suffer from coordination inefficiencies, information
asymmetry, and slower responses to emerging risks (Tan, 2024).

Board Independence and Risk Management Practices in Nigerian Fintech Firms

Board independence, defined by the presence of non-executive and independent directors free
from management influence, is central to ensuring objectivity and accountability in corporate
decision-making (Osuji, 2023). Independent directors enhance board monitoring and reduce
agency conflicts, particularly in Fintech firms where rapid innovation and founder dominance can
increase managerial discretion (Ferilli et al., 2024). In the Nigerian Fintech sector, many firms
remain founder-led, and boards often lack sufficient independent oversight, which weakens their
capacity to challenge management decisions on risk exposure, cybersecurity controls, and
regulatory compliance (CBN, 2023).

Audit Committee Effectiveness and Risk Management Practices in Nigerian Fintech

Audit committee effectiveness is a cornerstone of strong governance and sound risk management.
An effective audit committee ensures the integrity of financial reporting, strengthens internal
control systems, and oversees regulatory compliance and risk disclosure (Guohong, 2024). For
Nigerian Fintech firms, whose operations rely heavily on digital infrastructure, an audit committee
with ICT and cybersecurity expertise is crucial to safeguard against operational and reputational
risks (CBN, 2023). Empirical evidence from financial and non-financial sectors suggests that
independent, experienced, and active audit committees enhance the transparency and reliability of
risk management practices (Adeoye & Olatunji, 2024).

Ownership Structure and Risk Management Practices in Nigerian Fintech Firms

Ownership structure comprising the distribution of equity among founders, institutional investors,
and foreign partners profoundly influences governance effectiveness and risk-taking behavior. In
Nigerian Fintech firms, ownership is often concentrated among founders and venture capitalists,
which can yield both benefits and drawbacks for risk management. Concentrated ownership may
facilitate quick decision-making and innovation but can also weaken independent oversight and
increase exposure to governance-related risks (Osakwe & Ezenwa, 2023).

Theoretical Review

Theoretical perspectives provide a foundation for understanding how corporate governance
mechanisms influence risk management practices, particularly in the rapidly evolving Fintech
industry. Several theories Agency Theory, Stakeholder Theory, Resource Dependence Theory, and
Institutional Theory offer complementary insights into how governance structures shape
managerial behavior, accountability, and organizational risk control systems. Together, these
frameworks illuminate the pathways through which governance mechanisms such as board
structure, independence, audit oversight, and ownership configuration affect risk management
effectiveness in Nigerian Fintech firms.

Agency Theory
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Agency Theory, first articulated by Jensen and Meckling (1976), posits that conflicts arise between
principals (shareholders) and agents (managers) due to divergent interests and asymmetric
access to information. Corporate governance mechanisms are designed to mitigate these agency
problems by aligning managerial actions with shareholder objectives and ensuring accountability
through oversight structures. In the context of Nigerian Fintech firms, Agency Theory is highly
relevant given that many firms are founder-led startups transitioning into more formal corporate
entities. As ownership becomes diffused through venture capital and institutional investors,
agency conflicts intensify, particularly around risk-taking and resource allocation (Akinola &
Adeoye, 2024).

Effective governance mechanisms such as board independence and audit committee oversight
serve as monitoring tools that limit managerial opportunism and promote prudent risk
management (Ferilli et al., 2024). Board size also matters within this framework: larger boards
may provide greater monitoring capacity, but excessively large boards could lead to inefficiency
and diluted accountability (Tan, 2024). Similarly, diversified ownership structures can reduce
agency costs by introducing external scrutiny, while concentrated ownership can heighten agency
risk if dominant shareholders override board controls (Osuji, 2023).

In the Fintech sector, where technology-driven innovation coexists with regulatory uncertainty,
Agency Theory highlights the importance of robust governance structures in controlling excessive
risk-taking and ensuring compliance with Central Bank of Nigeria (CBN, 2023) and Securities and
Exchange Commission (SEC, 2024) guidelines. Thus, the theory underscores that risk
management effectiveness in Nigerian Fintech firms depends on governance mechanisms that
balance entrepreneurial autonomy with disciplined oversight.

Emperical Review

Adebayo and Okafor (2024) examined the influence of board structure on risk management
performance among 42 listed Nigerian financial technology and banking firms. Using panel
regression analysis from 2017-2023, they found that board size significantly improved enterprise
risk governance, particularly in technology-driven institutions where complex operational and
cybersecurity threats prevail. The study revealed that boards with a moderate number of directors
(between 7 and 10 members) achieved superior oversight effectiveness compared to smaller,
founder-dominated boards that lacked professional diversity. Larger boards contributed more to
risk identification and control due to the inclusion of members with expertise in ICT, finance, and
compliance. However, excessively large boards were associated with slower decision-making and
diluted accountability. The authors concluded that the relationship between board size and risk
management is non-linear, stressing the need for optimal size and functional diversity rather than
numerical expansion. These findings align with international evidence that board efficiency
depends on knowledge variety and the board’s ability to balance strategic innovation with risk
oversight. The study is relevant to Nigerian Fintech firms, where governance frameworks are still
evolving and the composition of boards significantly determines responsiveness to emerging
digital risks.

Osuji and Hassan (2023) investigated the role of board independence in enhancing risk oversight
and internal control in Nigerian non-bank Fintech and microfinance institutions. Using a mixed-
method design, the study combined governance disclosure data with structured interviews of 30
senior managers and directors. Results indicated that firms with a higher proportion of
independent directors demonstrated stronger risk management performance and greater
regulatory compliance with the Central Bank of Nigeria’s (CBN) corporate governance code.
Independent directors provided objective judgment, reduced managerial opportunism, and
improved accountability in strategic risk-taking. However, the study also identified contextual
challenges such as limited availability of qualified independent directors and weak enforcement of
independence criteria that constrained governance effectiveness. The authors argued that
independence should not be defined merely by shareholding status but by the director’s ability to
challenge management objectively and contribute technical expertise in cybersecurity and
compliance. The study concluded that effective independence enhances not only financial
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transparency but also non-financial risk management practices like data protection and consumer
trust. This empirical evidence reinforces Agency and Stakeholder theories, emphasizing that
independence strengthens board vigilance and mitigates risks arising from concentrated founder
control in Fintech enterprises.

Adeoye and Olatunji (2024) empirically assessed the impact of audit committee characteristics on
enterprise risk management among 50 Nigerian Fintech and banking institutions. Employing a
quantitative design based on multiple regression, the study measured audit committee size,
independence, expertise, and meeting frequency as determinants of risk management
effectiveness. Findings revealed that audit committee independence and financial expertise had
the most significant positive effects on the robustness of risk management frameworks, while
committee size had an insignificant effect. Firms with active and experienced audit committees
exhibited higher compliance levels with CBN risk governance guidelines and improved internal
control efficiency. Moreover, the study highlighted that audit committees possessing IT audit
knowledge were more effective in detecting cyber-related vulnerabilities a crucial concern for
Fintech firms operating digital platforms. Conversely, committees lacking technological expertise
often failed to address operational and information security risks adequately. The authors
recommended periodic training for audit members and cross-functional collaboration with
technology and compliance units. The results underscore the audit committee’s role as a critical
governance mechanism that strengthens accountability, transparency, and investor confidence,
confirming that effective oversight extends beyond financial auditing to encompass holistic
enterprise risk management practices in the Nigerian digital finance ecosystem.

Ferilli, Adebanjo, and Rahman (2024) conducted a cross-country analysis of governance
integration and risk management systems in Fintech firms across Nigeria, Kenya, and South Africa.
Using a comparative case study method, they found that Nigerian Fintechs exhibited weaker
governance-risk integration relative to their South African counterparts due to limited board
expertise and weak enforcement of regulatory frameworks. However, firms with clearly defined
governance policies, active audit committees, and balanced board structures demonstrated higher
resilience to cyberattacks and financial fraud. The researchers concluded that integrating risk
management with corporate governance enhances organizational adaptability and crisis
preparedness. Specifically, Fintech firms that embedded risk considerations into board-level
decisions and performance evaluations reported better stakeholder confidence and operational
stability. The study recommended mandatory board-level risk committees and periodic
compliance audits for Nigerian Fintechs. The findings confirm that governance mechanisms are
not only structural requirements but strategic enablers of risk intelligence. This empirical evidence
reinforces Institutional Theory by illustrating how regulatory and normative pressures influence the
adoption of integrated risk governance frameworks across emerging digital economies.

Ogunleye and Ajayi (2024) analyzed the impact of board diversity and composition on risk
management performance among Nigerian financial technology firms. Drawing on data from 40
firms between 2018 and 2023, the study applied panel least squares regression to test the
relationship between gender diversity, professional expertise, and firm risk exposure. The results
showed that boards with higher gender and skill diversity achieved better performance in risk
identification and monitoring. Women directors were found to be more risk-averse and compliance
-oriented, leading to improved operational risk control. Furthermore, the inclusion of professionals
with IT and financial backgrounds enhanced the board’'s capacity to evaluate technological and
market risks effectively. The study also observed that diversity fosters innovative problem-solving
and reduces groupthink, which is particularly valuable in the fast-evolving Fintech sector. However,
tokenistic diversity without functional inclusion had minimal impact on governance quality. The
authors concluded that beyond independence and size, the diversity dimension of board
composition is critical for effective risk management. This aligns with Resource Dependence
Theory, which posits that diverse boards bring broader expertise and external linkages essential
for managing complex risk environments in technology-driven industries.

METHODOLOGY
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Research Design

This study adopted a descriptive and correlational research design to examine the relationship
between corporate governance mechanisms and risk management practices in Nigerian Fintech
firms. The descriptive aspect was used to provide an in-depth understanding of the existing
governance structures and risk management frameworks adopted by Fintech companies, while
the correlational design allowed for empirical testing of relationships between variables such as
board size, board independence, audit committee effectiveness, and ownership structure in
relation to risk management practices. This design is appropriate because it enables the analysis
of observable characteristics without manipulating variables and allows for generalization of
findings to similar Fintech settings (Creswell & Creswell, 2023). Quantitative data were collected
through structured questionnaires administered to board members, risk managers, auditors, and
compliance officers of selected Fintech firms to ensure objectivity and replicability of results.

Population of the Study

The population of the study comprised all licensed Fintech firms operating under the regulatory
supervision of the Central Bank of Nigeria (CBN) as of 2024. According to the CBN Fintech
Registry (2024), there were approximately 145 licensed Fintech companies engaged in payment
processing, lending, and digital banking services across Nigeria. The study focused particularly on
firms headquartered in Lagos and Abuja, which represent the largest Fintech clusters in the
country. The population included company executives, risk and compliance officers, internal
auditors, and board members directly involved in governance and risk oversight. These groups
were chosen because they possess relevant knowledge and experience related to the study’s
variables.

Sample Size and Sampling Techniques

A purposive sampling technique was adopted to select the most relevant Fintech firms and
respondents for this study. Given the heterogeneity of the Fintech ecosystem, firms were selected
based on criteria such as operational maturity, CBN licensing status, and engagement in digital
payment or lending services. A sample of 15 Fintech firms was chosen from the population of 145
firms, representing both early-stage and mature companies. Within each firm, 8 respondents
(including directors, managers, and auditors) were surveyed, yielding a total of 120 respondents.
This sample size was considered adequate, in line with the recommendations of Israel (2022), who
emphasized that a sample of at least 10% of the population is acceptable for correlational studies
when population characteristics are homogeneous. The purposive approach ensured that only
knowledgeable participants capable of providing accurate governance and risk data were included.

Method of Data Collection

Primary data were collected through a structured questionnaire developed based on previous
empirical studies on corporate governance and risk management (Osuji & Hassan, 2023; Adeoye &
Olatunji, 2024). The questionnaire was divided into three sections: Section A captured
demographic information; Section B covered corporate governance mechanisms (board size,
independence, audit committee effectiveness, and ownership structure); and Section C focused on
dimensions of risk management practices (risk identification, assessment, monitoring, and
reporting). The instrument used a 5-point Likert scale ranging from Strongly Agree (5) to Strongly
Disagree (1) to measure respondents’ perceptions. Questionnaires were distributed electronically
via email and Google Forms to accommodate respondents’ busy schedules. Follow-up phone calls
were made to ensure a high response rate. Secondary data from firms’ governance reports and
CBN publications were also reviewed to complement the primary data.

Validity and Reliability of Research Instruments

To ensure the instrument'’s validity, content and face validation were conducted by three experts in
corporate governance and research methodology from the University of Lagos and Rivers State
University. Their feedback helped refine ambiguous items and align questionnaire items with study
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objectives. Construct validity was confirmed through a pilot study conducted among 10 Fintech
professionals not included in the main sample. Reliability of the instrument was tested using
Cronbach’s Alpha coefficient, where each construct yielded coefficients above 0.80, indicating
strong internal consistency (Pallant, 2020). The overall reliability coefficient of 0.87 confirmed the
dependability of the instrument for further analysis. These procedures ensured that the
measurement tool accurately captured the intended variables and could produce consistent
results across respondents and time.

Method of Data Analysis

Data collected were analyzed using both descriptive and inferential statistical methods.
Descriptive statistics such as frequencies, means, and standard deviations were used to
summarize respondents’ demographic characteristics and assess the central tendencies of
governance and risk management variables. Inferential analysis was performed using multiple
regression and Pearson correlation techniques to test the hypothesized relationships between
corporate governance mechanisms and risk management practices. The regression model
determined the extent to which board size, board independence, audit committee effectiveness,
and ownership structure predict effective risk management in Nigerian Fintech firms. All statistical
analyses were carried out using the Statistical Package for the Social Sciences (SPSS) version
27.0 at a 5% level of significance (p < 0.05). This approach provided both explanatory and
predictive insights into how governance mechanisms influence risk management outcomes.

Model Specification

The study’s econometric model was designed to empirically test the hypothesized relationships
between corporate governance mechanisms and risk management practices in Nigerian Fintech
firms. The model is expressed as:

RMP = 30 + 31BSZ + 32BIND + B3AUD + B4OWN + €

Where:

RMP = Risk Management Practices (dependent variable)

BSZ = Board Size

BIND = Board Independence

AUD = Audit Committee Effectiveness

OWN = Ownership Structure

BOB_0B0O = Constant term

B1-B4 = Coefficients of independent variables

€ = Error term

The model assumes that improvements in governance mechanisms (board and ownership
characteristics) enhance the quality of risk management practices within Nigerian Fintech firms.
This linear functional form is consistent with prior studies (Adebayo & Okafor, 2024; Osakwe &
Ezenwa, 2023) and provides a quantitative basis for hypothesis testing and interpretation of
governance-risk dynamics.

DATA PRESENTATION, ANALYSIS AND DISCUSSION OF FINDINGS

Data Presentation

A total of 120 structured questionnaires were distributed to board members, internal auditors, risk
and compliance officers, and top management staff of 15 selected Fintech firms across Lagos
and Abuja. Out of these, 110 questionnaires were duly completed and returned, representing a
91.7% response rate, which is considered adequate for statistical analysis and generalization
(Saunders et al., 2019). The responses were carefully coded and analyzed using the Statistical
Package for Social Sciences (SPSS) version 27.0. The analysis was structured in three sections:
(1) demographic characteristics of respondents,
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(2) descriptive analysis of study variables, and
(3) inferential analysis including correlation and regression results.

Demographic Characteristics of Respondents

Table 4.1 presents the demographic data of respondents such as gender, age, educational
qualification, years of experience, and position held. The purpose of this analysis was to ensure
that the responses were derived from individuals with sufficient experience and knowledge of
corporate governance and risk management operations within their organizations.

Variable Category Frequency Percentage (%)
Gender Male 68 61.8
Female 42 38.2
Age 25-34 years 26 23.6
35-44 years 54 491
45 years and above 30 27.3
Education B.Sc/HND 40 36.4
M.Sc/MBA 52 47.3
Ph.D/Professional Certificate 18 16.3
Years of Experience 1-5years 20 18.2
6—10 years 48 43.6
Above 10 years 42 38.2
Position Risk/Compliance Officer 32 29.1
Internal Auditor 20 18.2
Board Member 24 21.8
Top Management Staff 34 30.9

Results show that 61.8% of the respondents were male, while 38.2% were female, indicating
gender diversity in Fintech governance structures. A majority (49.1%) of the respondents were
aged between 35-44 years, implying that most participants were in their mid-career stage with
sufficient professional exposure. Additionally, 63.6% of respondents possessed postgraduate or
professional qualifications, reflecting a high level of educational attainment. Over 80% had more
than 5 years of experience in their respective organizations, suggesting that they had adequate
understanding of governance and risk processes. This profile supports the reliability and credibility
of the responses obtained.

Descriptive Analysis of Variables

The descriptive analysis examined the mean responses and standard deviations for the key
variables: Board Size (BSZ), Board Independence (BIND), Audit Committee Effectiveness (AUD),
Ownership Structure (OWN), and Risk Management Practices (RMP). The results are summarized
in Table 4.2.

Std.

Variable N Mean Deviation Decision
Board Size (BSZ) 110 412 0.64 High
Board Independence (BIND) 110 4.09 0.71 High
Audit Committee Effectiveness (AUD) 110 4.22 0.57 High
Ownership Structure (OWN) 110 3.88 0.81 Moderate
Risk Management Practices (RMP) 110 4.18 0.66 High
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Findings reveal that respondents strongly agreed that corporate governance mechanisms are
active and functional in their Fintech firms. Audit committee effectiveness recorded the highest
mean score (4.22), indicating that these committees play a vital oversight role in ensuring financial
discipline and internal control. Risk management practices (mean = 4.18) were also rated high,
signifying that Fintech firms actively identify, assess, and mitigate operational risks. Ownership
structure showed a moderate mean (3.88), implying some concentration of ownership among
founders and investors, which could limit transparency. Overall, the high mean values across
variables suggest that corporate governance mechanisms are strongly embedded in the
operational structure of Nigerian Fintechs.

Data Analysis and Test of Hypotheses

Correlation Analysis

The Pearson Product Moment Correlation (PPMC) was used to examine the direction and strength
of the linear relationships between the variables. The results are presented in Table 4.3.

Board Audit Audit Ownership Risk

Varaibles Size Com”?‘“ee Committee Structure Mana'gement
(BSZ) Effectiveness Effectiveness (OWN) Practices

(AUD) (AUD) (RMP)

Board Size 1

(BSZ)

Board

Independence 0.512 1

(BIND)

Audit

Committee

Effectiveness 0.468 0.541 1

(AUD)

Ownership

Structure 0.324 0.388 0.411 1

(OWN)

Risk

I'\Dﬂa”a.geme”t 0573  0.621 0.648 0.469 1

ractices

(RMP)

Note: p<0.05,p<0.01

The correlation results indicate positive and statistically significant relationships between all
corporate governance variables and risk management practices. Specifically, board independence
(r=0.621, p < 0.01) and audit committee effectiveness (r = 0.648, p < 0.01) showed the strongest
relationships with risk management practices, suggesting that firms with more independent
boards and active audit committees tend to implement stronger risk controls. Board size (r =
0.573, p < 0.01) and ownership structure (r = 0.469, p < 0.01) also exhibited moderate positive
relationships, implying that governance diversity and ownership transparency enhance risk
oversight.

Regression Analysis
A multiple regression analysis was conducted to assess the combined influence of the four
governance mechanisms on risk management practices.

The results are presented in Table 4.4.
Model Summary
R 0.784 R? 0.615
Adjusted R? 0.602 Std. Error 0.416
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ANOVA
df F Sig.
Regression 4 41.228 0.000
Residual 105
Total 109
Coefficients
Coefficients B Std. Error Sig. Decision
Constant 0.842 0.224 3.76 0
Board Size (BSZ) 0.228 0.072 3.17 0.002 Reject Hy,
Board Independence .
(BIND) 0.316 0.069 4.58 0 Reject Hy,
Audit Committee .
Effectiveness (AUD) 0.354 0.071 499 0 Reject Hys
Ownership  Structure , g4 0.081 238 0.019 Reject Ho,

(OWN)
Dependent Variable: Risk Management Practices (RMP)
Significance level: p < 0.05
The regression model is statistically significant (F = 41.228, p < 0.001), with an R? value of 0.615,
indicating that approximately 61.5% of the variation in risk management practices can be
explained by corporate governance mechanisms. Among the predictors, audit committee
effectiveness (B = 0.354, p < 0.001) and board independence (B = 0.316, p < 0.001) exert the
strongest influence on risk management practices, underscoring the importance of independent
oversight and strong internal audit systems in mitigating operational risks.
Board size (B = 0.228, p < 0.01) and ownership structure (B = 0.193, p < 0.05) also have positive
and significant effects, suggesting that larger, more diverse boards and transparent ownership
configurations enhance corporate accountability and strategic risk oversight.
These findings collectively imply that effective corporate governance mechanisms significantly
strengthen risk management frameworks in Nigerian Fintech firms, leading to improved regulatory
compliance and operational resilience.

SUMMARY OF HYPOTHESES TESTING

Hypothesis Statement Decision
There is no significant relationship between board size

Hox and risk management practices in Nigerian Fintech Rejected
firms.
There is no significant relationship between board

Ho> independence and risk management practices in Rejected

Nigerian Fintech firms.

There is no significant relationship between audit
Hos committee effectiveness and risk management Rejected
practices in Nigerian Fintech firms.

There is no significant relationship between ownership
Hoa structure and risk management practices in Nigerian Rejected
Fintech firms.

Discussion of Findings

The findings of this study revealed that corporate governance mechanisms specifically board size,
board independence, audit committee effectiveness, and ownership structure have significant
positive relationships with risk management practices in Nigerian Fintech firms. This outcome
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underscores the strategic role that sound governance structures play in strengthening
organizational resilience, operational control, and compliance with regulatory standards in the fast-
evolving digital finance environment.

The result of the first hypothesis showed a significant relationship between board size and risk
management practices (B = 0.228, p < 0.01). This implies that larger boards contribute positively to
the quality of risk oversight in Fintech firms. A reasonably sized board brings together diverse
expertise in finance, technology, and compliance, facilitating comprehensive decision-making and
effective monitoring. This finding aligns with Okoye and Nwude (2022) and Abubakar and Hassan
(2023), who established that larger boards enhance corporate transparency and risk control in
financial institutions. However, it also supports the Agency Theory proposition that an effective
board structure reduces information asymmetry between managers and stakeholders, thereby
mitigating risk exposure.

The second hypothesis confirmed that board independence significantly affects risk management
practices (B = 0.316, p < 0.001). Independent directors provide objective judgment, ensure
regulatory compliance, and minimize managerial opportunism. This finding agrees with Pavlatos
and Kostakis (2018) and Osei and Mensah (2021), who found that independent boards promote
ethical governance and risk transparency in financial institutions. It also resonates with the
Stewardship Theory, which posits that independent directors act as stewards of corporate
interests, ensuring long-term value creation and sustainable risk control.

The third hypothesis indicated that audit committee effectiveness has the strongest positive
impact on risk management (B = 0.354, p < 0.001). This suggests that active and competent audit
committees enhance internal control systems, ensure timely risk reporting, and reduce financial
misstatements. The finding supports Adegbie and Olowookere (2021), who noted that effective
audit oversight mechanisms significantly improve accountability and minimize operational risks in
Nigerian firms. It also aligns with Osuji (2020), who emphasized that audit committees serve as
critical governance tools for ensuring financial discipline and integrity within technology-driven
firms. The strong influence of this variable validates the Agency Theory, as audit committees help
align management decisions with shareholders’ interests through monitoring and accountability
mechanisms.

The fourth hypothesis result showed that ownership structure significantly influences risk
management practices (B = 0.193, p < 0.05). This indicates that ownership concentration and
transparency affect how risks are managed and reported. Fintech firms with dispersed ownership
structures are likely to have better governance and independent oversight, leading to improved risk
control. This outcome aligns with Agyei and Owusu (2022) and Adebawojo et al. (2015), who
found that diversified ownership promotes corporate accountability and reduces excessive risk-
taking. It also reinforces the Agency Theory perspective that ownership dispersion limits
managerial dominance and fosters better governance discipline.

Collectively, these findings suggest that robust governance mechanisms are integral to
maintaining sound risk management practices in Nigeria’s Fintech ecosystem. The study provides
empirical evidence that Fintech firms with stronger governance structures demonstrate higher
levels of operational resilience, regulatory compliance, and stakeholder confidence. This is
particularly vital in an industry characterized by rapid technological innovation and evolving
regulatory frameworks.

In summary, the results affirm that effective corporate governance serves as a safeguard against
financial instability and operational failures within Nigerian Fintech firms. The outcomes are
consistent with both theoretical expectations and prior empirical literature, establishing that
governance quality directly translates into improved risk oversight and sustainable organizational
performance.

SUMMARY OF FINDINGS, CONCLUSION, AND RECOMMENDATIONS
Summary of Findings
This study examined the relationship between corporate governance mechanisms and risk
management practices in Nigerian Fintech firms. Specifically, the study assessed the influence of
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board size, board independence, audit committee effectiveness, and ownership structure on firms'’

ability to manage and mitigate risks effectively. Primary data were obtained through structured

questionnaires administered to board members, auditors, and senior management staff of
selected Fintech companies, and the results were analyzed using descriptive and inferential
statistics, including correlation and multiple regression techniques.

The findings revealed that all the identified corporate governance mechanisms have positive and

significant relationships with risk management practices in Nigerian Fintech firms.

i. Board size was found to significantly enhance risk management effectiveness, suggesting
that larger and more diverse boards provide improved strategic oversight and control.

ii. Board independence demonstrated a strong positive effect, emphasizing the critical role of
independent directors in enforcing transparency, ethical governance, and compliance with risk
control policies.

iii. Audit committee effectiveness emerged as the most influential factor, highlighting the
importance of active audit oversight in promoting accountability, accurate financial reporting,
and proactive risk detection.

iv. Ownership structure was also positively related to risk management, indicating that firms with
more dispersed ownership and lower managerial dominance exhibit stronger internal controls
and better risk culture.

Overall, the study found that effective corporate governance frameworks significantly contribute to

robust risk management practices, enhancing financial stability, regulatory compliance, and

investor confidence in Nigeria’s fast-growing Fintech industry.

Conclusion

This study concludes that corporate governance mechanisms are crucial determinants of sound
risk management practices in Nigerian Fintech firms. The results underscore that firms with well-
structured boards, independent directors, effective audit committees, and transparent ownership
structures tend to have stronger risk governance systems and more sustainable operational
outcomes. The findings lend strong empirical support to Agency Theory, which posits that
effective governance mechanisms mitigate conflicts between managers and owners through
accountability and monitoring. It also validates the Stewardship Theory, emphasizing the role of
independent oversight in promoting responsible decision-making and long-term organizational
success. Given the rapid evolution of Fintech operations and increasing regulatory scrutiny by the
Central Bank of Nigeria (CBN) and Securities and Exchange Commission (SEC), the adoption of
comprehensive corporate governance frameworks is imperative. Effective governance not only
reduces operational and financial risks but also strengthens public trust and investor confidence,
which are vital for sustaining innovation and growth in the digital financial ecosystem.

Recommendations

Based on the findings and conclusions, the following recommendations are proposed:

i. Enhance Board Diversity and Size: Fintech firms should ensure that their boards are of
adequate size and composed of individuals with diverse expertise in finance, technology, risk
management, and regulatory compliance. This will foster informed decision-making and
balanced oversight.

i. Strengthen Board Independence: Regulators and Fintech firms should prioritize the
appointment of independent directors who are free from managerial influence. Independent
board members enhance objectivity, minimize agency conflicts, and promote effective risk
oversight.

iii. Empower Audit Committees: The composition and function of audit committees should be
strengthened by ensuring members possess technical competence in auditing, accounting,
and information security. Regular internal audits and external reviews should be
institutionalized to reinforce accountability.

iv. Promote Transparent Ownership Structures: Fintech firms should avoid excessive ownership
concentration among founders or venture -capital investors. Broadening ownership
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participation can enhance transparency, reduce management dominance, and improve
governance quality.

v. Regulatory Enforcement and Capacity Building: The CBN and SEC should intensify oversight
of Fintech governance practices through periodic assessments, capacity-building workshops,
and compliance audits to ensure adherence to corporate governance codes and risk
management standards.

vi. Integration of Technology in Risk Management: Fintech firms should invest in automated
governance, risk, and compliance (GRC) systems to enhance real-time risk identification,
monitoring, and reporting, consistent with global best practices.

vii. Continuous Governance Training: Board members and senior executives should undergo
periodic corporate governance and risk management training to stay updated on evolving
regulatory expectations and industry risks.

Policy Implication

The study highlights the need for Nigeria's regulatory institutions to develop sector-specific
governance frameworks tailored to Fintech operations, recognizing their technological and
operational uniqueness compared to traditional financial institutions. Strengthening governance
codes and risk oversight in this sector will enhance financial system stability, promote investor
confidence, and support sustainable innovation in Nigeria's digital economy.
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