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ABSTRACT

Bank shareholders now regard market value-added as a wealth gauge that reflects the value that banks have accumulated over time. This keeps the
management of banks apprehensively unsettled having exhausted the domestic market, leading to consideration of the internationalization of banking
operations. However, the effectiveness of internationalization to increase market values are full of uncertainties. As a result, this study looked at the impact
of internationalization on the banking industry’s market value in Nigeria. The study used secondary data gathered from the financial statements of eight
banks given internationalization license by the Central Bank of Nigeria during a 15-year period from 2007 to 2021. The study used random-effect generalized
least square regression, and the results showed that internationalization had a convincing influence on the market value-added of the Nigerian banking
business. The research proposed that bank management consider optimizing the internationalization of banking choices in order to develop a broader
variety of banking services outside boundaries and so boost the market value-added of the Nigerian banking industry.
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Introduction

Maximizing shareholder wealth can be advantageous since it
provides corporate management with a clear aim that improves
value; nevertheless, maximizing wealth is one of a firm’s key
purposesNet worth maximization is another word for maximizing
wealth, according to Arafat et al. Signori et al, and Song and Lee
[1-3]. Signori et al. emphasized that as a company’s net worth
hits its peak, its investors become even richer. Many businesses
consider it superior to profit maximization. A company’s major
goal in order to maximize shareholder value is to enhance the
price of its shares [4]. A company’s wealth must be maximized
in order for it to grow and expand. As a result, making sound
decisions is critical in order to maximize shareholder value and
ensure long-term profitability [5]. Wealth maximization in business
aims to increase the company’s asset worth. In contrast to profit
maximization, which focuses on increasing earnings in the short
term by cutting expenditures and investing in long-term initiatives,
this concept focuses on increasing profits in the long run.

Market value added is a wealth statistic that measures the amount
of money contributed by shareholders in excess of the company’s
existing worth. Simply expressed, it assesses if the worth of the
company has risen or decreased from its beginning. Banks with
a high market value added are appealing to investors not just
because they are more likely to deliver positive returns, but also
because it is an indicator of excellent leadership and effective
governance. Market value-added is closely connected with the

amount of wealth produced by management for investors in excess
of their investment in the firm. Aggarwal opined that banks that can
sustain or expand market value-added over time generally attract
greater investment, which further boosts market value added as
the market value-added may actually understate banks’ success
since it does not account for cash transfers to shareholders, such
as dividends and stock buybacks [6]. During strong bull markets,
when stock values climb.

Beyond the problems of weak corporate governance and inadequate
shareholders’ wealth creation, increasing and unabated monumental
unethical practices in the banking industry had made the banks suffer
exceptional setbacks. If unethical practices continue unabated, then
it is unhealthy for the environment, weakens public confidence,
and ultimately affects market value-added. Due to systemic weak
prudential guideline regulations and passive regulatory monitoring
systems in the industry, the thriving insider loan racketing, abuse
of private positions, fraud and corruption practices have been
entrenched in the banking industry due to systemic weak prudential
guideline regulations and passive regulatory monitoring systems [7].
These distasteful activities had inflicted a bad image on the stock
prices of the banks and consequently on the market value-added
ability being eroded. The shareholders’ wealth creation complexities
and sluggish performance in the banking industry and recurrent
sharp practices going on indicated have predominantly inflicted
undue pressure on the market value of the banks’ share prices that
stock brokers no longer consider bank shares the priority accorded
to them in the time past [8].

Evidently, internationalization is one of the major diversification
options available to banks to expand their banking operations
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beyond the domestic scene to international markets [1,9]. More
so, internationalization increases banks’ access to global markets,
which insulates them from the impacts of monetary policy changes
on their credit supply, including the hunt for return associated
with the risk-taking channel. Cuervo-Cazurra et al. reported that
internationalization gives banks more access to global markets,
which insulates them from the consequences of monetary policy
changes on their loan supply, particularly the yield-seeking channel
[10]. Juniata et al. opined that macro-prudential foreign exchange
regulation restricts institutions with high foreign exchange
exposure, notably international banks, from accessing foreign
finance, hence contributing to monetary policy transmission [11].

Cho et al., Ciftci et al., pointed that internationalization depends
onbanks’ economic earnings and improves market value-added
which enhances corporate reputation and outsiders’ perceptional
value placed on the banks [12-13]. Incidentally, the public
perception and performance of the banks in recent times have
not been impressive. Many of the banks in Nigeria have laid off
a sizable number of their employees, a signal that all is not well
with the banks [14]. The profitability capacity of the banks can
no longer handle the payment of its full capacity workforce hence
the banks embark on massive lay-offs also the banks have closed
a substantial number of their branches and cash centered due to
liquidity and performance challenges [15].

Vast studies have researched market value added in the
literature, but there are scanty of studies researching the effect
of internationalization on market value-added from the Nigerian
empirical literature domain. This is one of the motivations for this
study considering the significance of internationalization as one of
the avenues for banks to create market value for the owners and the
other stakeholders. This study in contributing to knowledge aims
to bridge the gap in this perspective. Hence this study considers:

Hol: Internationalization does not significantly affect the market
value added of the banking industry in Nigeria.

The study was formatted in the following sections: The literature
review and theoretical framework were discussed in section 2. The
technique was presented in part 3, and data analysis, findings, and
discussions were discussed in section 4. The study’s results and
recommendations were reported in section 5.

Literature Review

* Market Value-Added

Market value-added has been considered from different
perspectives by different studies. For instance, Curtis et al., defined
market value-added as the disparity between and prevailing
market price of a company’s stock and the capital contributed
by investors, shareholders and the bondholders of a company
especially companies that are listed and trading at the capital
market [16].

According to Abdi and Aulakh, market value-added is defined as
the totality of the market value of equity after the due concentration
of the corporate total debts [17]. Market value-added is one of the
performance indicators that enable investors to assess shareholders
‘wealth. Corporate market value-added signifies the capacity of
effective and efficient resources management of management and
the extent of strong operational capacities of the organization [18].
Adams et al., noted that a high reported market value-added could
indicate the value of management strategic actions and investment
decisions are adequate and evidence of optimal utilization of
corporate resources [19].

On the contrary, a negative market value-added implies that
strategic actions are below expectation and evidence of managerial
incompetence, investments diminishing, and a reverse value
capital contribution for the shareholders. Amendolagine et al.,
submitted that market value-added is a parameter to adjudge the
performance of the managers and high corporate market value-
added tends to be attractive to investors for many reasons: Firstly,
it is a positive signal of effective and competent management;
two, it is a signal of potential future positive return on investments
and thirdly, it reveals the competence of the board and effective
corporate governance on board [20]. According to Benitez et
al., market share added is different from economic value-added,
while economic value-added considers the economic profit of
the entity, capturing the economic profit added within a specific
period, market value-added tends to be more all-inclusive and
transients beyond current profits added [21].

* Internationalization

Internationalization as a concept has been widely discussed in
the literature. Many scholars have considered internationalization
from various perspectives and different product characteristics
from the manufacturing internationalization. Oesterle et al.,
defined internationalization as a corporate strategy designed to
attract corporate products to be attracting customers from other
countries [22]. According to Marano et al., internationalization
of the banking industry is concerned with one of the banking
strategies targeted at achieving many corporate goals in form
of large market size, banks risk diversifications and extending
banking frontiers beyond the domestic shores. Also ensure
proximity to others financial markets outside domestic markets,
the exploitations of banking services and successful resources and
skills in different markets internationally and taking competitive
advantage in rendering banking services cross-borders as approved
by the regulatory banking services in a particular jurisdiction of
banking operations [23,9].

* Foreign Earnings to Total Earnings

Foreign earnings to total earnings is defined as one of the
performance measures of internationalization of banking activities
by banks involved in offshore banking activities [24]. According
to Wu et al., while foreign earnings entails the total earnings of
internationalized banks in from all their foreign operations only,
the total earnings are concerned with all-inclusive earnings of
the banks, or the global earnings of the banks, this comprises the
domestic earnings and the foreign earnings put together [25-26].
The intention is to measure the percentage of the foreign earnings
to the total earnings of the banks as a consequent to the banks
involvement in internationalization of banking services beyond
the shores of the local domestic territory.

* Foreign Deposits to Total Deposits

This is also another identified and selected measure that has been
used in the literature to measure internationalization of banking
services. Arafat et al., opined that foreign deposit to total deposits
has been used to evaluate the justification for internationalization of
banking industry in Nigeria [1]. The foreign deposits is concerned
with the total deposits of foreign bank customers or depositors
outside the home country of the banks, while the total deposits
are the global deposits comprising the foreign depositors and the
domestic depositors.

* Foreign Assets to Total Assets

Foreign assets to total assets are yet another measure of
internationalization of banking services out the country of the
banks. As a measuring indicator of internationalization of banking
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services performance, foreign assets to total assets assist investors
to evaluate the performance of these banks by looking at the
proportion of productive assets and asset growth of the foreign
branch lagged to the total assets of the banks comprising the
foreign assets and the domestic assets [27].

* Foreign Operating Expenses to Total Operating Expenses
Foreign operating expenses to total operating expenses is one of
the measures that drive banks to internationalization with the aim
of improving shareholders’ wealth and increase customer base, but
the level of expenses at the foreign operations are compared with
the global expenses. In other words, foreign operating expenses
to total operating expenses measure the proportion of foreign
banking operations to the global banks operating expenses [28-
29]. As performance indicator of internationalization of banking
services some expenses are peculiar to foreign operations,
such expenses like flights charges that are applicable in foreign
operations, high tax tariff burdens, exchange rates disparity in
financial statements translation compared to local currency during
consolidations, differences in tax laws and business operating
regulatory framework [11].

Theoretical Review

The study was underpinned on shareholders’ theory as proposed
by a renowned economist, Milton Friedman in the year-1905
[30]. The shareholders’ theory is one of the most debated
and controversial theories in corporate business in the social
sciences, researching the nexus between wealth maximization,
profit maximization and stakeholders’ interest in a company. The
shareholder’s theory otherwise called the sharcholder’s wealth
maximization model or stockholder theory is concerned with the
idea that the main objective of business operation is to maximize
shareholders’ wealth as well as maximize profit for the welfare
of the sharcholders [31]. The desire of every shareholder and
potential investors is wealth adding and investment returns from
investments. The shareholder theory suggested that one of the most
incentives of the management should be the shareholders’ interest
and that every investment decision and all other strategic decisions
must be tailored toward meeting the shareholders’ wealth [32].
This revealed that the sharecholders’ theory is tantamount with the
understanding that the managers are corporate economic resource
operators and that the management team must have the mentality
of by all possible best, the company must make more profits by
all means for the shareholders’ wealth mentality.

Empirical Review

Song and Lee investigated the influence of internationalization
on the financial performance of selected hospitals. The expo facto
research design was utilized in the study, with data taken from
chosen hospital management records and financial reports of the
hospitals used in the study. Degree, diversity, and speed were used
as proxies for internationalization, whereas market value added,
was were used to gauge financial success. The study employs
heterogeneity in senior management teams as the moderating
variable. According to the senior management team, the study
discovered a beneficial influence of internationalization on the
hospitals financial. The findings of Song and Lee are consistent with
the findings of Jones et al., who concluded that internationalization
for academic learning is a valuable contribution to community
social, economic, and cultural development. On the contrary,
Song and Lee contradict Choi and Kunsu, who discovered that
foreign ownership had a detrimental influence on business growth
in Korea [3, 28].

Cuervo-Cazurra et al., investigated internationalization on
the performance of state-owned enterprises, as well as the
involvement of banks in foreign investments. The study used an
expo facto research design, using data gathered from a database
of banks’ offshore banking operations and state-owned company
internationalization. The study discovered that internationalization
had a favourable influence on market value added as performance
of state-owned enterprises engaging in international operations
based on data regression analysis. This study supports the findings
of Mendy and Rahman, who found that internationalization
positively, affects the performance of small and medium-sized
businesses [33]. This Cuervo-Cazurra et al., research, on the other
hand, contradicts the findings produced from the study conducted
by Ficici et al., (2014), which found that internationalization had
anegative and negligible influence on firm performance [10,34].

Jin et al., studied the effect of internationalization of small
businesses on wealth creation of family. Survey research was
employed as the study employed questionnaires administered
to 2,704 small companies in China. The result of the regression
analysis revealed internationalization had a positive significant
effect on market value added of wealth creation [4]. The study
equally found that family reputation had a negative significant
effect on internationalization. This analysis is in consonance
with Noja et al., which discovered that cross-border transaction
had a negative and insignificant effect on risk management
of the firms [35]. Contradictorily, Jin et al., analysis is not in
consonance with the study done by Yoon et al., which revealed
that international entrepreneurial operation had a positive effect
on banking internationalization [36].

Castagna et al., examined the effect of the internationalization
process on small and medium enterprises performance [37]. The
study employed secondary data of quantitative and exploratory
research design for an unspecified period. Descriptive statistics
and content analysis were employed for the data analysis. Also,
data were obtained from two databases of scientific peer-reviewed
articles mainly from Scopus indexed articles. The study selected
161 articles that have examined SMEs that have been involved in
internationalization. The study found that majority of the studies
revealed a positive significant effect of internationalization
on market value of small and medium enterprises (SMEs)
performance. The study done by Castagna et al., is similar when
compared with the study of Uwah and Akpan the study found that
international banking had a positive significant effect on wealth
creation of sharcholders’ wealth [38]. On the contrary, the study
conducted by Castagna et al., is not similar to the findings from
Mikic et al., study whose result exhibited a negative significant
effect on the return on equity of the companies sampled in the
study [39].

Getzner and Moroz investigated the impact of regional banking
facility expansion and overseas activity on the performance of
Ukrainian regional banks [40]. For a period of five years, the study
used secondary data gathered from bank financial records. The
study used pooled regression analysis, and the findings revealed
that banks’ overseas operations positively benefited regional
banking activity in Ukraine. This study agrees with the findings
of Goncalves and Smith, which discovered that small and medium
enterprise internationalization had a beneficial influence on the
performance of small and medium firms in Lusophone Africa
[41]. Getzner and Moroz’s study, on the other hand, contradicts
the findings of Zayol et al., analysis [42].

J Econ Managem Res, 2023

Volume 4(4): 3-6



Citation: Ishola Rufus Akintoye, Grace Oyeyemi Ogundajo, Afolake Olukemi Ogunfowora (2023) Internationalization and Market Value-Added of the Banking
Industry in Nigeria. Journal of Economics & Management Research. SRC/JESMR-240. DOI: doi.org/10.47363/JESMR/2023(4)190

Methodology

The study looked at the impact of internationalization on market value-added in the Nigerian banking industry. The study used
secondary data gathered from the financial statements of eight banks given internationalization license by the Central Bank of
Nigeria during a 15-year period from 2007 to 2021. Access Bank Plc, Fidelity Bank Plc, and First Bank of Nigeria Plc, First City
Monument Bank Limited, Guaranty Trust Bank Plc, Union Bank Nig. Plc, United Bank for Africa Plc, and Zenith Bank Plc were
the eight internationalized banks utilized in the study. The data was analyzed by random-effect generalized least square regressions.

Table 1: Data Analysis, Results and Discussions

Estimation Techniques Regression with Driscoll-Kraay standard errors

Dependent Variable: MVA Beta Std. Error T-Stat Prob.
Constant 123460.3 52688.25 2.34 0.03
FETE 12349.8 23016.7 0.54 0.60
FDTD -1603774 693165.7 -2.31 0.04
FATA 242860.3 670861.3 0.36 0.72
FOETE -115553 96152.2 -1.20 0.25
Adjusted R? 0.21

ISt F(4,14) = 3.79 (0.03)

Hausman Test

Testparm Test Chi2(4) = 14.91 (0.00)

Heteroscedasticity Test F(14,88) = 5.86 (0.00)

Serial Correlation Test

Cross Sectional Independence | -2.269 (0.023)

Note: The Dependent variable is Market Value-added (MVA), while independent variables are: Foreign earnings to Total Earnings
(FETE), Foreign Deposits to Total Deposits (FDTD), Foreign Assets to Total Assets (FATA) and Foreign Operating Expenses to

Total Expenses (FOETE).

Post Estimations Tests Interpretation

The Hausman test is used to determine the best method of
estimating the regression for model one among the pooled OLS,
fixed effects, and random effects results in Table and the test result
with a p-value of 0.00, that is, 0%, which is less than the 5% level
of significance chosen for the study, reveals that fixed effects is the
best estimator based on its null hypothesis which stats. Although
the Hausman test result confirmed the acceptability of fixed effects,
the Hausman test result is validated using ‘Testparm for fixed
effect’ since this test assists in identifying the appropriate model
between fixed effects and Pooled OLS regression. The p-value for
the Testparm findings is 0.00, which is less than one.

A serial correlation test is also performed to determine the presence
of autocorrelation among the residuals and model coefficients. The
autocorrelation problem causes the coefficient standard errors to be
smaller than their actual value and the coefficient of determination
(R-squared) to be higher than normal. The null hypothesis of the
test asserts that there is no serial correlation (no autocorrelation
of'the first order). The Wooldridge test is used, and the result with
a p-value of 0.00, which is less than the significance level of 5%,
indicates that the model has a serial correlation problem.

A macro panel may have a cross-sectional dependency problem,
which is a correlation problem among residuals across enterprises.
The test’s null hypothesis is that the model’s residuals are uncorrelated
over time. The Pesaran’s CD test is used, and the result with a p-value
0f0.02 (2%), which is less than the 5% level of significance chosen
for the study, indicates that the model’s standard errors are correlated
over time, implying that the model has a cross-sectional dependence
problem. Finally, regression with Driscoll-Kraay standard errors is
used to investigate the influence of internationalization on the market
value-added of the Nigerian banking industry.

Regression Equation Results

MVAIt = a0 + B1FETEit + B2FDTDit + B3FATAit +B4FOETEit
+eit ------- Model 1

MVAIt = 123460.3 + 12349.8FETEit - 1603774FDTDit +
242860.3FATAIt -115553FOETEit

Table analyzed the impact of internationalization on the banking
industry’s market value-added in Nigeria. According to the
regression estimations, foreign earnings to total earnings (FETE)
have a positive but non-significant influence on market value-
added in Nigeria (MVA) (1 = 12349.8, sig. = 0.60). This means
that a 1% increase in FETE results in a $12,349.8 rise in MVA.
This is comparable to Foreign Assets to Total Assets (FATA),
in that it has a positive but not statistically significant effect on
Nigerian market value-added (MVA) (3 =242860.3, sig. =0.72).
This means that a 1% rise in FATA will result in a 242,860.3
increase in MVA.

Table further demonstrated that the ratio of foreign deposits to
total deposits (FDTD) had a negative and significant influence on
Nigeria’s market value-added (MVA) (2 =-1603774, sig. = 0.04).
This means that a 1% rise in FDTD results in a 1,603,774 drop in
MVA. Foreign Operating Expenses to Total Expenses (FOETE)
has a negative but non-significant influence on Nigerian market
value-added (MVA) (4 = -115553, sig. = 0.25). This means that
a 1% rise in FOETE results in a 115,553 drop in MVA.

The R-square of the model was 21%, indicating that the variations
in market value-added of the banking industry in Nigeria can be
attributed to all of our independent variables combined, while
the remaining 79% are caused by other factors not included in
this model.
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In general, the regression estimates show that: Foreign Earnings
to Total Earnings (FETE) has a positive but non-significant effect
on market value-added in Nigeria (MVA), and this is similar to
Foreign Assets to Total Assets (FATA), which has a positive but
non-significant effect on MVA. Furthermore, the coefficient of
Foreign Operating Expenses to Total Expenses (FOETE) has a
negative but non-statistically significant influence on Nigerian
market value-added. On the contrary, the Foreign Deposits to
Total Deposits (FDTD) ratio has a negative and considerable
impact on Nigeria’s market value-added. These imply that the
only predictor of market value-added in Nigeria (MVA) during
the period under consideration is the ratio of foreign deposits to
total deposits (FDTD).

Discussion of Findings

The model revealed mixed results, while foreign earnings to
total earnings and foreign asset to total assets exerted negative
and insignificant, foreign deposits to total deposit exhibited
negative but significant effect on market value-added. However,
the joint statistics using the combined explanatory variables of
internationalization revealed a significant. This result implied that
internationalization and its explanatory variable had a positive
effect on market value-added of banking industry in Nigeria. The
results were found consistent with previous studies by Song et al.,
Jone et al., Cuervo-Cazurra et al., Ficici20 et al., Jin et al., Yoon
etal., Castagna et al., Getzner and Moroz Zayol et al., Mendy and
Rahman Horta et al., Juniatiet al., Gounder and Venkateshwarlu,
Uwah and Akpan as these studies documented positive significant
effects [3, 10, 43-44].

For instance, Jones et al., studied and the study review revealed
that internationalization exerted positive effects on asset growth.
On the contrary, the result was inconsistent with some pother
previous studies by Choi and Kunsu, Mikic et al., Rahaman,
Sandberg, Khanie [45-46]. For instance, Khanie investigated the
effect of internationalization on firm performance in Botswana,
and the study found that internationalization had a positive
significant effect on firm performance.

Conclusion and Recommendations

Conclusion: The study examined the effect of internationalization
on market value added of banking industry in Nigeria. In
addressing the problem of market value-added, the study
employed secondary data extracted from the audited financial
statements the whole of the eight banks listed in the Nigeria
Exchange Group with internationalization authorization license
for a period of 15 years. Using a random-effect generalized least
square regression model, the findings revealed mixed results of the
individual parameters. However, the joint result of the combined
explanatory variables showed that internationalization exerted a
positive effect on market value added. Conclusively, the study
affirms that internationalization affects Market value added of
banking industry in Nigeria.

Arising from the Findings, Recommendations were Provided

*  The study recommended that given the outcome of objective
one, the objective of internationalization effecting market
value-added suffered some setbacks as the level of contribution
of each of the explanatory variable were insignificant all level
expect foreign deposit to total deposit that made significant
effect though on the negative perspective.

*  The managers of banking industry should be more concern
taking strategic decisions that would not yield economic value
and wealth creation for the owners of the banks.

* The managers should pay particular attention foreign
operating expenses to total operating expenses, it the result
revealed that negative effect on market value-added was
reported. Efforts should be made to review operating expenses
of foreign operations towards a likely reduction operating
overhead of the international operations as it has negative
impact on the overall profitability of the group.

Jel Classifications: F23, F33, G21, M16
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