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This study investigated the e� ect of ÿrm attributes on ÿnancial performance with a focus on 
listed manufacturing ÿrms in Nigeria. The independent variables is ÿrm size while the 
dependent variable is the ÿnancial performance proxied by return on assets (ROA). The study 
adopted the ex-post facto research design.  Data were sourced from 41 listed manufacturing 
ÿrms over a ÿve years period (2018 to 2022) using the annual report of the sampled ÿrms. A 
null hypotheses formulated for the study was tested using simple regression technique of data 
analysis. The study was examined using multiple regression technique of data analysis and 
found that the independent variables of operating expenses, leverage and liquidity have 
negative and signiÿcant e� ect on net proÿt margin of listed manufacturing ÿrms in Nigeria 
with the exception of ÿrm age which had negative and insigniÿcant e� ect on net proÿt margin. 
The study also concluded that only ÿrm size had a positive and insigniÿcant e� ect on net proÿt 
margin. The study recommended inter alia that listed manufacturing ÿrms in Nigeria should 
be using equity ÿnancing than loan ÿnancing because leverage reduces their bottom line. The 
study also recommended that since a ÿrm's proÿtability is limited by its high degree of 
liquidity, manufacturing ÿrms should lower their current asset levels relative to current 
liabilities.

ABSTRACT

1.0  Introduction

The ability of firms to forge firm connections is a 
crucial requirement for their survival and growth. 
Firms can access a variety of resources, information, 
markets, and innovation opportunities through their 
firm relationships. Since firms establish different 
types of firm relationships for different purposes, such 
as to access financial capital (relationships with 
financiers), to commercialize outputs (clients), or to 
access inputs that are supplied, firm relationships are 
also crucial for obtaining legitimacy, social status, 
reputation, and social endorsement (Zahid et al., 
2022). Numerous studies on alliances, networks, and 
entrepreneurship have highlighted the advantages of 
these connections and proposed that a firm's 
characteristics play a significant role in determining 
the nature of its networks and how these networks 
change in response to resource requirements. Certain 
characteristics of firm entities have an effect on 
profitability, either positively or negatively. 

Zahid (2022) opined that firm characteristics can have 
a favorable or negative effect on a firm's operations 
and they may include firm size, leverage, liquidity, 
age, and operational expenses. The ability of a firm to 

get financing to support its operations and pay its 
short-term debts on time is one of its key 
characteristics. Firms employ current assets to boost 
performance by minimizing operational expenses and 
winning over creditors and other lenders of capital. 
This is a result of the fact that all managers who are 
accountable for making any financial decisions 
regarding a firm are worried about its actual financial 
situation.

On the other hand, financial performance which is also 
called profitability is the capacity of a firm to turn a 
profit on all of its commercial endeavors. Stated 
differently, it is the effectiveness of management in 
utilizing organizational resources to create value for 
the firm (Eitokpa, 2021). A firm's profitability can be 
calculated using the amount of capital that the firm has 
invested. A firm organization's main goals are to 
maximize profits, generate wealth, and accomplish 
any other ancillary goals that are deemed significant 
by the firm organization (Erasmus). For the sake of 
survival and performance improvement, firms aim to 
grow profitability, create value in the form of 
additional cash for their owners, and boost customer 
and stakeholder satisfaction.

EFFECTS OF CORPORATE ATTRIBUTES ON FINANCIAL PERFORMANCE OF 
LISTED MANUFACTURING FIRMS IN NIGERIA
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As a vital component of the Nigerian economy, the 
manufacturing sector has undergone several changes 
to become what it is today. Due to poor performances, 
the majority of organizations have closed as a result of 
the industry's severe operating conditions. As a result 
of this, succeeding governments have worked hard to 
strengthen this sector by bringing back some of the 
former organizations (Adeniyi, 2021). This study 
aims to evaluate the effect of firm attributes on the 
profitability of quoted manufacturing firms in Nigeria. 
Given the fundamental challenges that firms face in 
this era of innovation and modernization in firm, it is 
important to investigate the factors that affect a firm's 
profitability in order to allow firms to focus on their 
competitive advantage.

While considerable research has been done on the 
effect of firm characteristics on profitability, the 
majority of these studies have not taken into account 
some variables, such as firm size, firm age, leverage, 
liquidity, and operational expenses. Studies on the 
effect of firm characteristics on firm profitability have 
been conducted, but in other industries, such as 
banking, oil and gas, and pharmaceuticals (Chander & 
Aggarwal, 2022; Augustinus et al., 2022; Andreas 
2020). In particular, the limited investigations 
conducted in Nigeria by Kolawole (2022) and Aliu 
(2020). Once more, although the manufacturing 
sector has been the subject of various studies, no 
research with the same variable composition has been 
conducted in Nigeria, which creates a gap that this 
study aims to solve.  Moreover, most of these studies 
used return on assets (ROA) while this study is using 
net profit margin which is another gap to be filled. 

The main objective of the study therefore, is to 
examine the effect of firm characteristics on 
profitability of listed manufacturing firms in Nigeria. 
In line with the research objectives, the study 
formulated and tested the following null hypotheses: 

Ho1: Firm size has no significant effect on profitability 
of listed manufacturing firms in 

Nigeria.  

Ho : Firm age has no significant effect on profitability 2

of listed manufacturing firms in 

Nigeria.

Ho : Firm leverage has no significant effect on 3

profitability of listed manufacturing firms

in Nigeria. 

Ho : Firm liquidity has no significant effect on 4

profitability of listed manufacturing firms 

in Nigeria.

Ho : Firm Operating expenses have no significant 5

effect on profitability of listed manufacturing 

firms in Nigeria.

The level of profitability in quoted manufacturing 
firms is of particular interest to all its stakeholders 
considering their stakes and interest position. The 
findings of this study shall contribute to understanding 
mechanisms of profitability in manufacturing firms 
and the study will recommend ways by which 
manufacturing firms in Nigeria can improve 
profitability to align with shareholders' and 
stakeholders' interest.

2.0  Literature and Theoretical Review
This section covers the conceptual reviews of both 
dependent and independent variables of the study, 
empirical reviews and theoretical review.
2.1 Conceptual Reviews
The conceptual review of this study covers the 
concepts and components of the dependent which is 
net profit margin and independent variables used in 
the research which include firm size, firm age, 
leverage, liquidity and operating expenses.

According to Lang and Zahid et al. (2022), firm 
characteristics are the many types of information 
revealed in the financial statements of corporate 
entities that work as indicators of the firms' 
performance and quality of accounting information. 
Firm characteristics may also be described as the 
operational behavioral patterns of a firm that allow 
them to accomplish their goals during the course of 
their operations. Firm characteristics also include the 
different accounting data that firms present in their 
financial accounts for a specific accounting period, 
which can convey information about the success of the 
firm to different stakeholders. Characteristics of a firm 
differ amongst corporate entities.

Based on the pertinent data provided on its financial 
statements for a specific accounting period, the firm's 
characteristics can be ascertained (Stainer, 
2021).According to Dean, Bulent, and Christopher 
(2020), a firm's performance and commercial success 
are largely determined by its features. The study 
employed variables related to firm characteristics 
such as age, leverage, size, and operating expenses.

According to Hassan (2020), the accounting literature 
defines firm profitability as profit, return on assets, and 
economic value. The most crucial indicator of a firm's 
success is its profitability, since a losing firm cannot 
thrive. As a result, profitability is crucial to the growth 
and structure of a firm since it gauges its success and 
performance and improves its reputation (Nousheen 
& Arshad, 2022). As a concise indicator of a firm's 
success or failure, profitability is a crucial component 
of economic performance. As a result, an extremely 
lucrative firm can provide its owners with a significant 
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return on their investment. A firm is considered 
profitable if it can make more money than its costs 
compared to its capital base (Victor et al., 2022). 
Profitability was defined by Owolabi and Obida 
(2020) as an organization's capacity to turn a profit on 
all of its firm ventures. They went on to characterize it 
as effective management of organizational resources 
to create value for the firm. A firm's profitability can be 
determined by dividing its total capital expenditure by 
its overall economic success (Roxana, 2020). Return 
on equity (ROE), return on sales (ROS), earnings per 
share (EPS), market capitalization growth, gross and 
net profit margin (NPM), and return on assets (ROA), 
economic profit, and Tobin's Q as measure of 
performance are commonly employed, by most of the 
studies reviewed on performance.
 
2.2  Theoretical Review
Stakeholders theory
In his initial analysis of the actors in the firm's 
environment, Edward Freeman proposed the 
stakeholders' thesis in 1984. His research revealed that 
"other internal and external actors effected firm 
behavior besides stockholders as the economic model 
suggests." The idea is an attempt to describe how a 
firm interacts with its external environment and 
behaves in it (Susan, 2019). All the many people and 
organizations (direct and indirect) that have an effect 
on or are effected by a firm's decisions are considered 
its stakeholders. As a result, a group of stakeholders is 
a set of people who have a rightful claim over the firm. 
Those involved obtain this rightful ownership through 
an exchange relationship. The shareholders' 
understanding of the formation of a firm and its worth 
is expanded by the notion of stakeholders. In that 
corporate accountability is now extended to a wide 
range of stakeholders rather than just shareholders, the 
stakeholders' theory is an extension of agency theory 
(Abubakar, 2022). 

2.3  Review of Empirical Studies 
Ofuan and Izien (2022) investigated the connection 
between profitability and firm size. Twenty-two firms 
that are listed on the Nigerian Stock Exchange Market 
comprised the research population. A systematic 
selection of thirty sample firms was made between 
2014 and 2020. The method for analyzing data is panel 
data regression analysis. They discovered a strong 
correlation between profitability and firm size. In a 
similar vein, Gray and Birger (2020) investigated 
organizational and economic aspects of corporate 
profitability.  More than1000 firms were employed in 
the study. After gathering data on firm size and return 
on assets, the multiple regression approach was used 
to regress the data. The findings showed that 
organizational factors explain twice as much variance 
in firm profit rate as economic factors. 

Additionally, Ali et al., (2021) studied the financial 
performance, firm attributes, and corporate 

governance of ten Saudi Listed Banks from 2007 to 
2022. They analyzed the data using multiple linear 
regressions and utilized ROA as a measure of financial 
performance. The findings showed a significant 
correlation between firm size and ROA as a measure 
of financial performance. The relationship between 
firm size and profitability is examined by Pavlos 
(2022), who based his case on the idea that small firms 
in developing nations are more likely to experience 
firm expansion and hence do well. He proved that, for 
German firms, firm size had a favorable but waning 
effect on firm efficiency (profitability). The study 
made use of panel data of 178 firms covering the 
period 2015 to 2020. His findings imply that while 
firms can function effectively in both small and large 
economies, firm expansion potential is not always a 
limiting issue. However, firms operating in smaller 
economies are thought to have higher growth 
potential more than those in larger economies.

In several parts of the world, a lot of research has been 
done on the connection between a firm's operational 
costs and profitability; however, very little research 
has been done in Nigeria. Krishnan (2021) 
investigated how operating costs affected a firm's 
profitability. Regression analysis was performed on 
secondary data taken from the chosen university's 
annual reports and accounts for the study. The results 
indicated a significant inverse link between operating 
costs and financial results. Zaman (2022) carried out 
additional survey research to examine the effect of 
activity-based costing on the performance of 
Australian firms. The research employed regression 
analysis after gathering primary data. According to his 
research, there is a significant positive correlation 
between operating costs and profitability for firms.

Numerous empirical studies have attempted to 

elucidate how leverage affects a firm's profitability. In 

a two-year research of Jaiz Bank Plc, Lamidi (2021) 

conducted an empirical analysis of the financial 

performance of Islamic banking in Nigeria (2019-

2020). Gray Cooper Index was used to gather and 

analyze time series data. Their research revealed a 

positive correlation between financial performance 

and leverage. One of the study's weaknesses is that the 

annual reports for periods longer than two years were 

not readily available, which limited how broadly the 

results could be applied. Furthermore, the study is 

restricted to a single bank. A study on the corporate 

governance,  firm at t r ibutes ,  and financia l 

performance of eleven Saudi Listed Banks was 

conducted by Ali et al., (2021) between 2010 and 

2019. The study used multivariate regression and 

correlation to analyze the data and discovered no 

connection between Saudi listed banks' financial 

performance and leverage. 

193

ANUK College of Private Sector Accounting Journal. Vol. 1 No.1 Sept, 2024

 COLLEGE OF PRIVATE SECTOR 
ACCOUNTING JOURNAL

ANUK

A



 COLLEGE OF PRIVATE SECTOR 
ACCOUNTING JOURNAL

Ofuan and Izien (2022) examined the relationship 
between the age of firms and profitability in light of 
the structural inertia and learning by doing theories. 
The research population comprises 202 firms that are 
listed on the Nigerian Stock Exchange Market. A 
sample of 30 firms was selected by scientific means 
between 2015 and 2020. Regression analysis using 
panel data was employed for the investigation. The 
study discovered a strong correlation between 
profitability and firm age. Sumit (2020) investigated 
how firm age affected profitability at the firm level in 
Indian firms. Panel data from 1020 firms between 
2014 and 2018 were used in the study. The study 
discovered a negative relationship between 
profitability (ROA) and age. It was concluded that 
older firms are more productive but less profitable, 
while younger firms are more profitable and less 
productive. 

In Spanish manufacturing firms, Alex et al., (2021) 
investigated how firm performance increases with 
age. The regression study was limited to firms with 
three or more employees (62, 259 firms) and 
examined over 78,891 firms between 2015 and 
2019.The results show a negative correlation between 
profitability (ROA) and firm age. As a result, as a firm 
ages, it becomes better. This means that as a firm ages, 
its productivity rises because it can use its increased 
sales to fuel further growth, but its profitability 
declines as it gets older.

In financial literature, the relationship between 
liquidity and firms' profitability is often examined. A 
firm's liquidity is gauged by comparing its current 
assets to current liabilities. This ratio helps to assess a 
firm's capacity to pay short-term debts on time and to 
supply the cash required for ongoing operations that 
improve performance. Using panel data from 39 
Australian non-listed firms from 2010 to 2020, 
Hedander (2022) investigated the effect of liquidity on 
profitability of manufacturing firms in Australia and 
discovered a statistically significant positive link.

Cheung et al., (2022) also examined how liquidity 
affected US real estate investment trust firm 
profitability between 2015 and 2020. Their analysis's 
findings demonstrated that liquidity has a significant 
negative effect on firms' financial performance. 
However, they neglected to provide their statistical 
analysis tool in their research report. In a similar vein, 
Hansen and Sungsuk (2022) investigated the 
relationship between corporate profitability and 
liquidity in the Indonesian stock market. According to 
the study, which employed multiple regression 
analysis on 264 firms between 2010 and 2020, it was 
found that firms with strong liquidity can produce 
profitable operations because of its significance to a 
firm's daily operations.
 
3.0  Methodology 
This study adopted a longitudinal panel design, made 
up of cross-sectional and time series data over a period 

of five (5) years from 2018 to 2022.

The study's population consisted of 41 manufacturing 
firms that were listed on the Nigerian Stock Exchange 
(NSE) in the consumer goods, industrial, materials, 
and healthcare sectors. These firms were quoted as of 
January 1, 2018, and they stayed listed until December 
31, 2022, as indicated in Census sampling technique 
was used because all the forty-one (41) listed 
manufacturing firms with data accessible over the 
study's five (5) years from 2018 to 2022 made up the 
study's sample size. For this study, secondary sources 
of data were used, and data were obtained through the 
use of statistical and financial formulas for analysis.  
The panel data analysis employed multiple 
regressions to determine the correlation between the 
study's variables. Multiple regression through the aid 
of STATA 14 was used because it aids in determining 
the relationships between variables, such as the causes 
and effects of those relationships. 

The study developed a linear regression model to 
determine the effect of firm characteristics on the 
profitability of listed manufacturing firms in Nigeria. 
The purpose of this equation is to test the study 
hypotheses and obtain the multiple regression results.
 
NPM = β + β FSZ + β AGE  +β LEV  + β LQT  i,t o 1 i,t 2 it 3 it 4 it

+β OPE + e5 it it………………………(1)

Where:
NPM = (Net Profit Margin) 
FSZ  (Firm size) =

AGE = (Firm age)
LEV=(Leverage)
LQT (Liquidity)= 

OPE (Operating expenses)=

e  = Error termit

βo = Intercept ( constant)
 t = time script (t=5)
 i =firms (i= 41)
The model specification agrees with the study of 
Abdullah et al., (2022) considered similar model 
specification; though firm age and operating expenses 
are not considered in their study.

The variables defini�on and measurement of the 

study are as follows
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Table 2 displays the total number of observations in 
the study, which was conducted over a five-year 
period (2018–2022) and included 41 listed 
manufacturing firms. NPM has a mean of 4.3815 and a 
standard deviation of16.45567, indicating a 
significant departure from the mean. The lowest and 
maximum mean values that NPM recorded were -
74.87 and 71.42, respectively. This suggests that the 
lowest-performing firm saw a loss of 74.87%, which is 
indicative of poor performance. Conversely, the 
sample firm with the highest profitability earned a 
positive 71.42% of the firm's turnover.

The natural logarithm of total asset was used to 
calculate the firm size. The result is a mean score of 
1.7622, with a standard deviation of 0.86337, which 
shows a small departure from the expected mean. This 
suggests that there is a clustering of the data around 
the mean. A minimum value of -0.12 and a maximum 
value of 3.78 are also displayed in the result. This 
explains a fair amount of variation in the acquisition 
and investment of the total assets of firms. 

In addition, Table 2 shows that the mean value for 
operating expenses is 20.5633 with a standard 
deviation of 12.26506, suggesting that operating 
expenses is highly dispersed from the mean. The 
values range from 2.67 to 57.29 at the lowest and 

4.0 Results and Discussion

The descriptive statistics of the study data are shown in table 2 as follows:

maximum values, respectively. This indicates that 
there is no wide dispersion between operating 
expenses and net profit margin and this implies that 
listed manufacturing firms in Nigeria have similar 
structure of operating expenses

With a mean score of 55.5690, leverage shows that a 
firm's total debt is used to fund its operations to a 
greater extent than its assets. Additionally, a 
significant departure from the mean is indicated by the 
standard deviation, which is20.70533. In a similar 
vein, leverage ranges from a minimum of 7.34 to a 
maximum of 150.45. This explains why some firms 
function and manage their operations with a high 
degree of debt (highly leveraged), while other firms 
consider low debt or a very low level of debt when 
funding their operations.

Also, the mean score for firm age is 44.5610 while the 
standard deviation is 19.09990. This suggests that 
there is a wide dispersion in the firm ages of listed 
manufacturing firms in Nigeria, which is true because 
some of the firms were listed in Nigeria Exchange 
Group many years ago while some were recently 
listed. From the table, it can be seen that the youngest 
firm is 8 years old while the oldest one is 99 years 
based on the disparities in the times of being listed

T ab le 1 V ariab les an d  M easu rem en t 
S /N V A R IA B L E 

 
M E A S U R E M E N T S O U R C E S 

 D E PE N D E N T   
1 N et P rofit M argin  (N P M ) N et profit after tax / tu rnover. Y ana (2020) 
 IN D E PE N D E N T     

2 F irm  S ize (FS Z ) N atural log of to tal assets . T anveer and  S afdar (2022)  
3 A G E  (A G E ) 

 
F irm ’s year from  year o f 
infirm 2022.  

M akato  and  P ascal, 2022 

4 LE V  (LE V ) T otal debt/to tal assets. A bdullah i et al (2022) 
5 LQ T  (LQ T ) M easured  as the ratio  of 

firm ’s curren t assets to  
curren t liab ilities. 

O w olabi and O bida, (2022)  
 

6 O P E  (OP E ) 
 

M easured  as the ratio  of 
firm ’s to tal operating 
expenses to  its to tal sales 

Zam an (2022)  
 

Source: A u th or 

Table 2 Descriptive Statistics 
Variable Obs Minimum Maximum Mean Std Deviation 

NPM 205 -74.87 71.42 4.3815 16.45567 

FSZ 205 -.12 3.78 1.7622 .86337 

OPE 205 2.67 57.29 20.5633 12.26506 

LEV 205 7.34 150.45 55.5690 20.70533 

AGE 205 8.00 99.00 44.5610 19.09990 

LQT 205 .07 36.41 1.6193 3.25000 
Source: STATA 14 Outputs 
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Additionally, the above table's average score for 
liquidity is 1.6193, which indicates that firms in the 
sector can pay their short-term debts (current 
liabilities). This suggests that a firm has to maintain an 
average liquidity position of 162% in order to function 
at an average level. Additionally, the statistics display 
3.25000 as standard deviation, which was moderately 
high because the mean is close to the standard 
deviation. Additionally, the outcome demonstrates 

Table 3 illustrates that there is a positive and 
significant correlation (β = 0.376, sig-value 0.0000) 
between NPM and firm size. Additionally, there is a 
weak and negative correlation (β = -0.0475, sig-value 
0.4991) between NPM and firm OPE. Furthermore, 
there is a significant negative association (β = -0.2383, 
sig-value 0.0006) between NPM and leverage. 
Furthermore, there is a negative correlation and 
insignificant relation (β-0.0657, sig value 0.3490) 
between NPM and firm age. Likewise, there is a 
significant negative association (β-0.2931, sig-value 
0.0000) between NPM and liquidity. Based on the 

2As shown in table 4 the Prob > Chi of 0.0000 for 
the NPM model is significant at 5% level of 
significance, which suggests that the NPM model 
has a heteroskedasticity problem. Also, the Prob > 

2Chi  for the ROA model is higher than 0.05, which 
sugges t s  t ha t  t he  ROA mode l  has  no 

that the liquidity ratio has a minimum value of 0.07 
and a maximum value of 36.41, respectively.

In conclusion, the correlation is used to determine the 

level of association between dependent variables and 

independent variables. It further explains the 

relationship among the independent variables to 

ascertain if there is multi-collinearity problem.

correlation coefficients shown above, the highest 
correlation coefficient is 49% between NPM and 
operating expenses. None of them is above 80% 
thresh hold which is required to have problem of 
colinearity.  

Heteroskedasticity Test Results

This test is used to check the normality of residuals 

in the result. The Breusch-pagan cool-weisberg test 

for heteroskedasticity was used to test the presence 

of the heteroskedasticity.

heteroskedasticity problem.
Multi-collinearity Test Results
The Variance Inflation Factor (VIF) was 
conducted to ascertain the existence or otherwise 
of multi-colinearity between and among the 
explanatory variables

T a b le  3: C o rre la tio n  M a tr ix 
 N P M F S Z O P E L E V A G E L Q T 

N P M 1 .0 0 0 0      
F S Z 0 .3 7 6 5* 

0 .0 0 0 0 
1 .0 0 0 0     

O P E -0 .0 4 7 5 
0 .4 9 9 1 

-0 .3 0 4 9 * 
0 .0 0 0 0 

1 .0 0 0 0 
 

 
  

L E V -0 .2 3 8 3* 
0 .0 0 0 6 

0 .1 1 6 2 
0 .0 9 7 0 

0 .1 1 2 0 
0 .1 0 9 9 

1 .0 0 0 0   

A G E -0 .0 6 5 7 
0 .3 4 9 0 

0 .0 2 9 4 
0 .6 7 6 1 

-0 .0 6 9 9 
0 .1 0 9 9 

0 .1 0 6 9 
0 .1 2 7 1 

1 .0 0 0 0  

L Q T -0 .2 9 3 1 * 
0 .0 0 0 

-0 .3 0 5 2 * 
0 .0 0 0 0 

0 .1 8 1 1* 
0 .0 0 9 3 

-0 .3 6 5 0 * 
0 .0 0 0 0 

0 .0 6 9 2 
0 .3 2 3 9 

1 .0 0 0 0 

S o u rce : S T A T A  1 4 

Table 4 : Heteroskedasticity Test  
Model  Chi 2(1)  Prob > Chi 2 
NPM  19.94  0.0000  

Source: STATA 14  Outputs  

T ab le 5: M u lti-co llin earity  T est R esu lts 
V ariable V IF 1 /V IF 
LQ T 1 .21 0 .8279 
O P E 1 .18 0 .8450 
FS Z 1 .18 0 .8476 
LE V 1 .18 0 .8495 
A G E 1 .03 0 .9691 
M ean V IF 1 .16  

S ource: S T A T A  14 O utputs 
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The variance is not inflated at all, as the VIF = 1 
shows that there is no association between the 
predictors. As a general guideline, VIFs more 
than 5 should be investigated further, while VIFs 
more than 10 indicate significant multi-
collinearity that has to be corrected. Table 5 
illustrates that every VIF is smaller than 5, 
indicating that there isn't a problem with multi-
collinearity among the independent variables. 
Comparably, the tolerance value (1/VIF) is nearer 
1 but still falls within the permitted range of less 

The Hausman fixed and random effect test revealed a 
Chi2 value of 12.58 with p-value of 0.0277 that is 
statistically significant at 5% level of significance. 
This implies that the test considered the fixed effect as 
the most appropriate estimator for NPM. 

Fixed Effect Regression Results 
The predictor variables' combined and overall 
influence on the explained variable demonstrated that 
the model is sufficient and devoid of misspecification. 
At the 1% level of significance, the F-statistics is 
0.0000, indicating significance which implies that the 

According to table 7 above, firm size explains a 
positive but negligible effect on profitability with a 
coefficient of 13.477 and a p-value of 0.059. This 
suggests that, even in the absence of statistically 
significant evidence, a 1% increase in firm size causes 
a 13.47% change in NPM, or that, as firm size 
increases, NPM increases while maintaining all other 
variables to be constant. This validates the findings of 
Owen and Paul (2023), Ofuan and Izien (2022), Ali et 
al., (2021) who discovered a positive and significant 
correlation between profit and firm size. The null 
hypothesis, which claims that firm size has no 
significant effect on the profitability of listed 
manufacturing firms in Nigeria, was thus accepted by 
this study.

than 1. This demonstrates how well the five 
independent variables fit into the model and is 
adequate.
 
Hausman Specification Test Results
Hausman specification test evaluates the 
significance of an estimator versus an alternative 
estimator; it helps to differentiate between fixed 
effect model and random effect model in a panel 
in order to determine a more effective model.

variables fit the model quite well. Furthermore, the 
percentage of the total variance in the dependent 
variable (NPM) that can be attributed to the 
independent variables (firm size, firm age, leverage, 
liquidity, and operational expenses) is indicated by the 

2R  value of 0.3630, or almost 36.3%.This indicates 
that the combined effects of firm size, firm age, 
leverage, liquidity, and operating expenses account 
for 36.3% of the overall variation in profitability 
(NPM) of listed manufacturing firms in Nigeria; other 
factors outside the scope of this study account for the 
remaining 63.7% of the variation in profitability.

Table 7 above shows that, with a p-value of 0.004 and 
a p-coefficient of -0.3804, operating expenses has a 
negative and significant effect on net profit margin. It 
suggests that, while keeping all factors equal, a 1% 
increase in operating expenses results in a 38% 
decrease in net profit margin. According to Krishnan 
(2021), performance is significantly reduced by 
operating expenses. As a result, the null hypothesis 
which holds that operating expenses has no significant 
effect on profitability was rejected by the study. This 
finding runs counter to Zaman (2022) study, which 
discovered a significant effect of operating expenses 
on corporate profitability.
Given that the coefficient is -0.4321 and the p-

Table 6 : Hausman Specification Test Results  
Model  Chi2 P r o b ˃  c h i 2  

NPM 12.58 0.0277  
Source: STATA 14  Outputs  

Table 7:Summary of Fixed Effect Regression (Robust, Fe) 

Variables Coefficient t-value P-value 

Fsz 13.4766 1.95 0.059 
Ope -0.3803 -3.02 0.004 
Lev -0.4321 -4.12 0.000 
Age -0.8421 -1.81 0.078 
Lqt -1.4477 -6.51 0.000 

_cons 52.3382 1.83 0.075 
R2 0.3630   

F-Statistics   0.0000 
Source: STATA 14 Outputs 
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value is 0.000, the coefficient of leverage indicates a 
negative but significant effect on net profit margin 
(NPM). This suggests that there is a statistically 
significant 43.21% fall in NPM for every 1% rise in 
leverage. Given that all other variables are held 
constant, this suggests that the net profit margin 
decreases as leverage increases. The conclusion is 
supported by the statistical significance of the p-value. 
This outcome corroborates Lamidi (2021) findings, 
which showed a significant inverse link between 
leverage and profitability. This explains why firms 
with large levels of leverage perform worse in times of 
crisis. However, this runs counter to research by Ali et 
al., (2021), which demonstrated a strong and positive 
correlation with profitability. Therefore, the analysis 
disproves the null hypothesis, which states that 
leverage has no significant effect on the profitability of 
Nigerian listed manufacturing firms.

The figures show that firm age insignificantly reduces 
the profitability of Nigerian listed manufacturing 
firms. The outcome displays a p-value of 0.078 and a 
beta coefficient of -0.8421. This suggests that a 1% 
increase in operational costs led to a 44.7% decrease in 
NPM. This result is in contrast to Ofuan and Izien 
(2022) findings, which indicated a positive and 
significant association between firm age and 
profitability, this confirms Sumit (2020) findings, 
which found a negative significant relationship 
between firm age and firm profitability. The outcome 
gives rise to acceptance of the null hypothesis's, which 
stated that firm age has no significant effect on the 
profitability of listed manufacturing firms in Nigerian.

Given that the liquidity coefficient is -1.4477 with a p-
value of 0.000, Table 8 above suggests that the 
liquidity coefficient has a significant negative effect 
on net profit margin. This suggests that, while all other 
factors are held equal, there is a 14.7% drop in NPM 
for every 1% rise in liquidity. The difference is 
considerable at 1%. This finding runs counter to 
Hedander (2022); Hansen and Sungsuk (2022)   
findings, which indicated a strong positive association 
between liquidity and firm profitability. However, it 
validates the work of Cheung, Chung, and Fung 
(2022). Thus, there is sufficient evidence in the study 
to reject the null hypothesis, which holds that the 
profitability of Nigerian listed manufacturing firms is 
not significantly affected by liquidity.

5.0 Conclusion And Recommendations
Based on the findings, the study concludes that the 
independent variables of operating expenses, leverage 
and liquidity have negative and significant effect on 
net profit margin of listed manufacturing firms in 
Nigeria with the exception of firm age which had 
negative and insignificant effect on net profit margin. 
The study also concluded that only firm size had a 
positive and insignificant effect on net profit margin. 

The study recommends based on the findings; that 
only needed assets should be invested and acquired by 
management of manufacturing firms in Nigeria the 
study also recommends that operating expenses 
should be minimized in order to increase the 
profitability, of listed manufacturing firms in Nigeria 
by maintaining an adequate cost structure of expenses. 
Similarly, the study also recommended that listed 
manufacturing firms in Nigeria should be using equity 
financing than loan financing because leverage 
reduces their bottom line. This would convey to 
prospective investors information about the firm's 
profitability and capital structure.

Furthermore, the study recommends that since a firm's 
profitability is limited by its high degree of liquidity, 
manufacturing firms should lower their current asset 
l e v e l s  r e l a t i v e  t o  c u r r e n t  l i a b i l i t i e s . 
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