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Abstract 

The main objective of the study is to examine firm size and firm profitability using consumer 

goods manufacturing firms in Nigeria as evidence. In order to conduct the study, we selected 

a sample of 8consumer goods manufacturing firms that were listed on the Nigeria Stock 

Exchange during 2008 to 2018. We used total assets (TA), total sales (TS), production cost 

(PC) and total number of employees (TNE) as independent variables and proxies for firms size. 

We also used return on equity (ROE) as the explanatory variable and proxy for firm 

profitability. We adopted an ex-post facto research design by using secondary data for the 

study. We also employed descriptive statistics and panel least square regression analysis to 

analyse the secondary data collected from the sampled firms.  Results suggest that TA and TS 

positively and significantly affect ROE of the firms. Result also shows that TNE positively, but 

insignificantly affects ROE of firms. Result further discloses that PC negatively and 

significantly affect ROE of the sampled consumer goods manufacturing firms during the 

period. Based on these findings, we recommended as follows: That the firm managers of the 

consumer goods manufacturing firms in Nigeria should increase their total assets so as to 

increase their firms’ return on equity and create wealth for the shareholders of the firms. In as 

much as the effect of total assets on the profitability of the firms is positive and significant, firm 

managers should invest in assets especially those assets that will generate more benefits for 

their organizations. That the firm managers should strive to increase their sales revenue in 

order to increase return on equity and increase wealth for the firm owners. Strategies to 

increase sales revenue include, but not limited to, production of quality consumer goods that 

will appeal to the target audience of the firms, and product promotion such as advertisement, 

personal selling and publicity. That since production cost negatively and significantly affect 

return on equity of the firms, firm managers should reduce cost of production to increase return 

on equity. Specifically, managers should reduce material cost, labour cost and overhead cost 

which are the major costs of production. That firm managers should increase their firms’ 

number of employees provided that the increase is commensurate with the production 

capacities available in each firm. When these are done ROE of the firms will definitely improve. 

Keyword: Firm Size, Total Assets, Total Sales, Production Cost, Number of employees.  

1.  Introduction 

In corporate finance, the size of a firm is an essential factor in determining the achievement of 

a firm because of economies of scale. The size of a firm is the sum and assortment of production 

limit and capacity a firm has or the sum and assortment of administrations a firm can give 

simultaneously to its clients (Robert, Mohamed and Onesmus, 2015). The for the most part 

acknowledged standard in present day financial investigation is that as the firm size expands, 

the cost per unit of its items would decline. Along these lines, all firms will in general expand 

their size of activities in request to spread their costs over bigger yield. It has been seen that, 
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there is a breaking point to which firms can develop without unfavourable impact on its 

profitability. Development past that breaking point might give decreasing return per unit of 

investment because of administrative and financial strains (Sindhuja,2017).  

Chandler (2009) sets that profitability is the organization's capacity to deliver a benefit that 

would sustain long haul and momentary development. According to the review, the opposition 

in the business sectors has a job in determining organization's profitability. Kathuri (2014) 

likewise expresses that firms that are more beneficial are expected to develop while firms that 

are less effective or are less productive are accepted to lose portion of the overall industry. 

Productive firms are in a situation to gain upper hand either through the revelation of cost 

reducing innovations or by imitating the prescribed procedures of the industry. A better than 

expected profitability prompts a firm to an ensuing development direction. Generally speaking, 

it is hard to imagine sustained development without profitability.  

The relationship between firm size and profitability is therefore an important consideration and 

to date there has been little agreement on the relationship between these two measures. For 

example, Kouser, Bano, Azeem and Hassan (2012) listed profit measures as Profit after Tax 

(PAT), Net Profit Margin (NPM), Return on Assets (ROA), Return on Equity (ROE) and 

Return on Sales (ROS). Al-Matari, Al-Swidi and Fadzil (2014) also identify profitability 

measures to include, Return on Assets, Return on Equity, Return on Sales, Net Profit Margin, 

Return on Investment, Operating Cash Flow, Earnings Per Share, Return on Capital Employed, 

Market Price Per Share among other numerous ratios. This study adopted Return on Equity 

(ROE) as the measure of profitability. 

In recent time firm size is gaining more recognition in the area of business management as one 

of the critical success factors in business decisions making. Among business decision areas 

where firm size is prominent include, the area of corporate finance where it is used to take 

decisions relating to financial leverage or capital structure, in the area of firm profitability 

where it is used to take decisions relating to firm profitability and firm value. In the area of 

cash flow, it is used to take decisions relating to firm liquidity and so on. Thus, firm size is 

among the most important and significant variables in the study of firm. The reason behind this 

increasing attention on firm size as an important factor in business decision areas by many 

researchers is based on the understanding that no matter the nature of a firm, that the size of a 

firm is one of the important factors influencing firms’ performance. 

 Large firms enjoy some benefits which small firms are unable to enjoy. For instance, as the 

size of a firm increases, the cost per unit of production reduces, thus firm size brings down cost 

of production per unit, big firms have more competitive edge over small firms, big firms have 

bigger market share, more investment opportunity, more access to finance because it has 

records and collateral. Big firm has more potential to increase profitability. Big firms are able 

to seize big businesses opportunities which require high capital since they have larger 

resources. These advantages from economy of scale place large firms in a pedestrian to increase 

performance in terms of cash flow, dividends payment, earnings retention, firm value and so 

on.   

Despite these incentives offered by large firms to increase returns and maximize wealth for 

shareholders of the firms, it has been argued in the study of firms that managers of large 

manufacturing corporations rather than pursue firm value maximization function seize the 

opportunities offered by the size of firm to pursue their self-interest. This has led to poor 
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profitability of firms and poor returns to the shareholders. It has also triggered conflict between 

the shareholders and firm managers who are the agents of the shareholders. It discourages 

investors from investing in the firms. Some manufacturing firms in Nigeria have died off and 

left the market as a result of prolonged agency conflict and the consequent poor performances 

of firms. It is in view of this that this study set out to investigate the effect of firm size on firm 

profitability using consumer goods firms in Nigeria as evidence The main objective of this 

study is to appraise firm size and profitability in consumer goods firms in Nigeria. The specific 

objectives of the study are to: Evaluate the effect of total assets on profitability of consumer 

goods firms in Nigeria, Determine the effect of total sales on profitability of consumer goods 

firms in Nigeria. Examine the effect of production cost on profitability of consumer goods 

firms in Nigeria and investigate the effect of total employees on profitability of consumer goods 

firms in Nigeria. 

2.0 Review of Related Literature 

2.1 Conceptual Framework 

2.1.1 Firm Size  

Firm size is one of the conclusive elements in the accomplishment of effectiveness in tasks of 

a business endeavour. Huge scope production is considered to bring most monetary outcomes 

by the method of lower costs and better yields. Along these lines, there has been a propensity 

towards increase in the size of firms in request to take part in large scale manufacturing and 

mass sales in expanded business sectors. The for the most part acknowledged standard in 

present day financial examination is that as the firm fills in size, the cost per unit of the firm 

would decline. Therefore, all firms will in general expand their size of tasks in request to spread 

their costs over bigger yield, in this manner bring down the cost of production per unit 

(Sindhuja, 2017). Economies of scale might happen for different reasons like financial when a 

huge firm can improve interest rate and additionally a superior rebate rate because of mass buy; 

hierarchical explanation resulting from specialization and division of work in the huge firms; 

specialized explanation resulting from division of high fixed costs across enormous number of 

units (Pervan and Višić, 2012).  

2.1.2 Total Assets  

Bonnke (2017) defines assets as the final measure of gross investment, money and money 

same, receivables and different assets as they are introduced in an accounting report. The 

investors survey the organization's total assets prior to determining whether the business has 

sufficient existing worth to make an investment. The review expresses that total assets as 

recorded on an assertion of financial position would include cash holdings, land, receivables, 

unmistakable goods, intangible goods, and some other material or investment that has worth to 

the organization. Assets include anything an organization possesses that has financial worth, 

regardless of whether it can't be promptly sold. They are parted into two classes, current assets, 

which alludes to assets that an organization can (or will) sell within one year, and non-current 

assets, which are the assets an organization can't (or doesn't plan to) sell within a year (Kennon, 

2017).  
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Peterson (2002) basically depicts assets as those things we buy today that will bring future 

advantages. Different writers writing on assets include Maggina and Tsaklanganos (2012) who 

portray assets as monetary assets of an organization expected to help the firm's future activities. 

The review state that certain kinds of assets including money and records receivable are 

financial things while others like inventory, land, buildings and hardware are non-financial, 

actual things. Then again different assets like licenses, brand names, altruism and copyrights 

are non-physical.  

2.1.3 Total Sales  

Total sales income, now and again called net sales, is the total measure of sales in a given 

period. Total sales income can be addressed in multiple ways; however, it is normally planned 

as total number of units sold occasions cost per unit. Distinguish total sales income from total 

income, as total income includes interest, income from investments and some other sources 

just as total sales. Total sales income is a vital measurement for business 

proprietors/supervisors and investors the same as it gives a sensibly exact projection of the 

close term performance of the business. Sales development is the sum an organization gets 

from sales contrasted with a past, corresponding timeframe in which the last sales surpass the 

previous. Sales development is viewed as sure for an organization's endurance and profitability. 

It might bring about increased profits for investors and/or higher stock costs (Browne, 2017).  

Sales are a monetary engine of a firm without which a firm can't acquire a benefit and stay 

feasible in the since quite a while ago run. The review expresses that a firm need to deal its 

items and create income to legitimize the fixed and variable costs incurred to work the business. 

Absence of sales or low sales prompts an unfruitful business and negative financial re-

visitations of the investors of the firm. Sales is additionally a wellspring of firm development 

to firms without which the firm will be unable to develop. Truth be told firm sales are noticed 

more intently than benefits while assessing the development of a business. Investors need to 

see that a business can ceaselessly create sales over the long haul as the firm is elevated to an 

expanding crowd. Level or declining sales development proposes that the firm has slowed 

down and offers restricted expectation for continued development. Sales are likewise a way to 

get to credit offices from lending institutions. To meet all requirements for advances at good 

terms, banks need to see that the firm can produce consistent sales from normal business 

exercises. This will guarantee sufficient income to exchange the principal total and interest 

when the credit is conceded. Sales alongside evaluations of existing obligation structure help 

in their investigation. Helpless sales income makes it hard for an organization to support new 

ventures and business exercises (Kokemuller, 2016).  

2.1.4 Production Cost  

Kimberly (2018) opines that production of a ware or administration requires the utilization of 

certain assets or components of production. The assets needed by firms to create goods and 

administrations are called variables of production. These variables of production are combined 

in different ways by firms to create goods and administrations. The most well-known kinds of 

elements of production are land, work, capital and business visionary. (Devra, 2018) states that 

every one of the four elements of production has a cost joined to it. For instance, lease is paid 

for utilization of land in production, compensation are paid to providers of work, and interest 

is paid for using capital while business visionary or the proprietor of the business gets returns 

or benefit on his investment. These costs set up are called production costs.  
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Suman (2018) says that firms buy components of production like land, work, capital, 

intermediate goods, and crude material from families and different businesses and changes 

those assets into various goods or administrations which it offers to its clients, other business 

firms and different units of the public authority and additionally too far off nations. Devra 

(2018) states that production costs are costs, for example, materials and work that the firm 

incurs throughout producing the items that are offered to consumers. As a general rule, the 

lower the production cost, the higher the benefit. Nonetheless, low production costs don't really 

ensure a high benefit. A firm might reduce production expenses to the point where it produces 

inferior items that no one needs.  

2.2 Theoretical Framework  

2.2.1 Financing Constraint Growth Theory  

This study anchored on financing constraint growth theory, the theory was propounded by 

Goldratt in 1990. Goldratt contends that firms which don't make profit, doesn't have a cushion 

to invest and cannot finance their growth or if nothing else their sustainability, and will finally 

vanish. Here, the support is the retained earnings, which will be little if the organization doesn't 

make profit or chooses to allot all of its profit to the investors. These support equivalents to the 

internal capital, which is liked to outside capital according to the Pecking Order Theory. Put in 

another manner, the theory expresses that the organizations which produce profit and then 

retain it, benefits themselves of good growth openings while the organizations having no or 

low profits can't profit wise investment openings, so they don't develop quickly (Jang and Park, 

2011).  

Audretsch and Elston (2002) are linked to this theory line of thinking when they emphasized 

the significance of the impact of firm size on the profitability-growth relationship. They 

thought about firm size as a dynamometer, which estimates the force of the profitability-growth 

relationship. According to them, an abatement in firm size debilitates the effect of profitability 

on growth.  

Additionally, Wagenvoort (2003) express that little firms will confront more financial misery, 

hampering the growth of these organizations. Bechetti and Trovato (2002) and Carpenter and 

Petersen (2002) accept that the constraints generally influence the growth of little firms. 

Oppositely, bigger firms will confront less financial constraints and are almost certain being 

absolved to defend profitability. Therefore, bigger firms will take advantage of profitability all 

the more precisely and profoundly, leading to more investments and a faster growth measure.  

2.3 Empirical Review 

Niresh and Velnamp (2014) led a review to investigate the impacts of firm size on profitability 

of cited manufacturing firms in Sri Lanka. Information was gathered from an example of 15 

firms which were dynamic in Colombo Stock Exchange (CSE) for the time of 2008 to 2012. 

Return on assets and net profit were utilized as intermediaries for profitability while total assets 

and total sales were utilized as indicators of firm size. Connection and relapse techniques were 

utilized in the experimental investigation. Result shows no indicative connection between firm 
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size and profitability of the recorded manufacturing firms. Moreover, the outcomes show that 

firm size significantly affects profitability of the recorded manufacturing firms in Sri Lanka.  

Abebe (2016) assessed the impact of firm size and claimed capital construction like value to 

total assets, money to current liabilities, change in the retained earnings, resource turnover and 

total national output on the business' performance of 10 chose manufacturing organizations in 

Addis Ababa Region, Ethiopia from 2011 to 2015. Return on value was utilized as reliant 

variable though, change in the retained earnings, firm size, value to total assets, money to 

current liabilities, resource turnover proportion and total national output were utilized as the 

independent factors. The board information random impact assessment model was applied on 

the information investigation through EViews 8.1 Statistical Package. It was seen that 48.4% 

of the varieties consequently on value was explain by the independent factors of the review 

while the remaining 51.6 % was explained by other factors not included in the review. Change 

in the retained earnings has solid critical relationship and had positive connection with the 

performance-ROE. Firm size had positive and insignificant relationship with performance-

ROE. Subsequently the Null hypothesis: Ceteris paribus, there is no huge relationship between 

firm size and firm performance of manufacturing firms in Ethiopia. Value as depicted 

possessed capital in this review shows a solid relationship with the firm's performance when it 

is estimated as value to total assets proportion.  

Robert, Mohamed and Onesmus (2015) investigated the impact of corporate size on the 

profitability and market worth of recorded firms in Kenya. Information for organizations which 

were dynamic in the Nairobi Stock Exchange (NSE) somewhere in the range of 2010 and 2014 

were utilized. Board relationship and various relapse strategies were utilized in the 

observational assessments. The investigation discovered that there is a positive critical 

connection between firm size and profitability, while firm size insignificantly emphatically 

predicts profitability. Results likewise uncovers that corporate size altogether affects firm 

market esteem.  

Banchuenvijit (2012) investigated the variables affecting performances of the firms' operating 

in Vietnam. An example was chosen from recorded organizations in Vietnam stock trade while 

straightforward relapse investigation was utilized to dissect the gathered information. Result 

show that a positive connection exists between total sales and profitability of the firms. Result 

additionally shows that a negative connection among profitability and total assets. And finally, 

a genuinely non-critical relationship was set up between number of employees and profitability.  

Baloch Ihsan, Kakakhel and Sethi (2015) assessed the effect of firm size, resource substance 

and retained earnings on the financial influence in Pakistan during the time of 2006 to 2011. 

Auto portable area of the Pakistan economy was the focal point of the review and explicitly the 

sub-areas picked were: engine vehicles, trailers and automobile parts. An example of 22 firms 

was chosen from these sub-areas. Optional were obtained from the financial assertion 

investigation record of non-financial organizations recorded on the Karachi Stock Exchange 

(KSE) covering the period from 2006 to 2011. Various relapse model was utilized to determine 

the connection between the underlying factors. Finding indicates that firm size and resource 

substantial quality altogether influence financial influence. In addition, negative relationship 

was noted between the individual factors. The concentrate additionally saw that retained 

earnings essentially affect financial influence.  
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Abolfazl and Hossain (2015) investigated the connection between firm size and profitability 

indicators of sustainable capital construction of firms recorded in Tehran Stock Exchange 

during the time of 2006 to 2011. The review took on a library and investigation logical review 

dependent on an examination of board information. An example of 101 firms recorded in 

Tehran Stock Exchange was obtained for the review. Relationship examination was utilized to 

break down the auxiliary information gathered from the chose firms. The investigation 

discovered that there is an inverse and huge connection between profitability index and the 

proportion of obligation changes proportion of organizations, that there is an immediate and 

huge connection between firm size and the obligation changes proportion of organizations, 

there is an inverse and huge connection between organization's growth openings and changes 

proportion in retained earnings proportion of organizations, that is an immediate and critical 

connection between factors of profitability index and the factor of organization's size with 

changes proportion in retained earnings of organizations.  

Bilgi and Yönetimi (2014) examined the interaction between firm growth and profitability 

using board information on manufacturing firms in Turkey from 1997-2012. An example of 

137 manufacturing firms was chosen from a populace of 191 manufacturing firms recorded in 

Istanbul Stock Exchange during the period. Auxiliary information gathered were obtained from 

the chose firms and broke down using framework GMM (Blundell and Bond, 1998) to gauge 

growth and profit relapses. Sales growth rate was utilized as intermediary for growth while net 

operating profit was utilized as intermediary for profitability. Firm age, liquidity proportion 

and financial influence were utilized as control factors. Finding uncovers that there is a 

genuinely critical positive connection between current profits and current growth. The 

concentrate likewise saw that the effect of current profits on current growth is a lot more 

grounded than the effect of current growth on current profits. These outcomes seem to repudiate 

the theories in Industrial Organization which recommends a negative relationship. Fining 

further recommends that slacked profits influence current profits decidedly and slacked 

profitability is a huge determinant of current profits. Additionally, the link between current 

profits and slacked profits is a lot more grounded than the link between current growth and 

current profits.  

Stierwald (2010) tested a total of 961 enormous Australian firms for the time of 1995-2005 to 

determine the job that firm qualities play in explaining firm profitability. The review obtained 

an informational index from the example firms for reason for investigation. Random and fixed-

impact relapse examination were utilized for the review. Slacked profit, efficiency, size, and 

industry alliance were utilized as informative factors. Finding from the review recommend that 

slacked profit, usefulness, and size assume significant parts in explaining profitability, while 

the impact of industry association is excessively inconsequential.  

Echekoba and Ananwude (2016) assessed the easygoing connection between index of 

industrial production and Nigeria securities exchange liquidity and likewise the impact 

securities exchange liquidity has on industrial production. Information on index of industrial 

production and worth of stock exchanged proportion to GDP from 1981 to 2015 were sourced 

from Nigerian Stock Exchange and Nigeria Bureau of Statistics. Model assessment was led 

after symptomatic test heteroscedasticity, sequential connection and Ramsey RESET test were 

performed. The unit root result indicates that the factors were fixed at first contrast. 

Consequence of the Johansen co-integration uncovers a since a long time ago run balance 

connection between index of industrial production and securities exchange liquidity. 

Aftereffect of ordinary least square (OLS) relapse indicates that securities exchange liquidity 
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has not decidedly influenced index of industrial production. The blunder remedy model 

indicates that 21% of the mistake produced in the last time frame is revised in the current time 

frame. The granger causality test unveils that financial exchange liquidity has no huge impact 

on index of industrial production rather it is the index of industrial production that has huge 

impact on financial exchange liquidity in Nigeria production.  

Sinthupundaja and Chiadamrong (2015) examined manufacturing firms' attributes and 

financial procedures towards financial performance's improvement in Thai from 2006 to 2010. 

The review investigated particularly the factor of growth, size, and age with the financial 

techniques in funding their activities, either internal or outside financing, and their effect on 

financial performance enhancements. Optional information were obtained from 242 Thai 

manufacturing firms recorded in Thailand Stock Exchange from six manufacturing industries 

during 2006-2010. Underlying Equation Modeling (SEM) was utilized to distinguish huge 

impacts among these connections. Results show that firm growth adversely affects the firms' 

liquidity representing the way that more internal financing is best. Firm size adversely affects 

influence, however sure effect on liquidity and financial performance improvement. Moreover, 

the more significant level of influence likewise raises the degree of liquidity. And finally, 

liquidity altogether weakens the growth of financial performance's improvement. 

Notwithstanding, the factor old enough didn't find to fundamentally affect our interested 

factors.  

Fahimeh and Shokat (2015) evaluated the connection between financial attributes and stock 

returns of firms in the concrete industry in Tehran Stock Exchange from 2004 to 2011. 

Proportions of financial qualities were: firm size, return on value, return on assets, value 

earnings proportion, book-market value proportion, profit margin, profitability and financial 

influence. Board information strategy was utilized for information investigation. Finding 

shows that the factors of firm size, book-market value proportion, return on assets, and return 

on value are essentially identified with stock returns, however no relationship was seen 

between margin profit, financial influence, and value earnings proportion with stock returns.  

3.0 Methodology 

This study adopted ex-post facto researcher design, implying that historical data were collected 

from the published annual reports and accounts of selected consumer goods manufacturing 

firms in Nigeria for the study. The source of data for the study was secondary data which were 

collected from the published reports and financial statement of the selected consumer goods 

manufacturing firms in Nigeria. The secondary data collected are total assets, total sales, and 

total employees which are the independent variables of the study. Data on profit after tax and 

equity were also collected to compute return on equity which measures the dependent variable 

of the study.  The data were collected for a period of ten years covering 2008 to 2017. This 

study was conducted in Nigeria and precisely on the consumer goods manufacturing firms 

listed on the Nigeria Stock Exchange (NSE) from 2008 to 2017.  As at July, 2019, a total of 

twenty-one (21) consumer goods manufacturing firms were listed on the Nigeria Stock 

Exchange (NSE).  These firms constitute the population of the study. Out of the 21 consumer 

goods firms listed on the Nigeria Stock Exchange as at July, 2019, eight (8) firms were selected 

using filtration process. Data availability on the total number of employees as well as firms that 

made profit consistently for the ten years’ period covered by the study was the basis of the 

filtering the firms. The following eight firms that met these criteria were selected for the study. 

The firms are: PZ Cussons Nigeria Plc, Unilever Nigeria Plc, Nestle Nigeria Plc, Cadbury 
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Nigeria Plc, Nigeria Enamelware Plc, Vital Foam Nigeria Plc, Dangote Sugar Nigeria Plc and 

Dangote Flour Mill. 

In an attempt to adequately and empirically analyse the effect of firm size on profitability of 

listed consumer goods firms in Nigeria, the study formulated linear and multiple regression 

model from prior empirical work and perceived theoretical relationship among the variables to 

help in testing the hypotheses of the study. The regression model used was adapted from the 

work of Kupolusi, Adeleke, Akinyemi, & Oguntuase (2015). 

The model hereunder was developed for the study and is based on the variables of the study: 

ROEit = β0 + β1TA,it + β2TS,it + β3PCit + β3TNEit + ε 

Where:  

f = Function of 

ROE = Return on Equity  

TA= Total Assets  

TS = Total Sales  

PC = Production Cost 

TNE = Total Number of Employees 

β = Beta 

ε = error margin 

4.0 Results and Discussion  

The secondary data collected from the firms were analysed using Descriptive Statistics, 

Pearson’s Product Moment Correlation and Panel Least Square Regression analysis and the 

results displayed in tables 4.2.1 to 4.3.2. However, the panel least square regression was the 

main statistical tool of analysis which was used in testing the four null hypotheses formulated 

for the study while the other tools were used as supporting tool of analysis.  
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TABLE 4.2.2: DESCRIPTIVE STATISTICS RESULTS 

 TA TS TNE 

 

           PC 

  

ROE  

 Mean  90667515  95393577  1423.466  59850532  0.303030 

 Median  73180023  76378091  1222.000  53150053  0.228595 

 Maximum  3.88E+08  3.66E+08  3777.000  2.13E+08  0.927887 

 Minimum  1242049.  1510019.  260.0000  1070309. -0.048388 

 Std. Dev.  91084845  84608659  879.3562  49173072  0.249850 

 Skewness  1.660331  1.267032  0.836799  0.975034  0.964599 

 Kurtosis  5.709323  4.295381  2.894478  3.595596  3.085658 

 Jarque-Bera  67.34650  29.69813  10.31090  15.24415  13.67351 

 Probability  0.000000  0.000000  0.005768  0.000490  0.001074 

 Sum  7.98E+09  8.39E+09  125265.0  5.27E+09  26.66665 

 Sum Sq. Dev.  7.22E+17  6.23E+17  67274250  2.10E+17  5.430967 

 Observations  80  80  80  80  80 

Source: Eviews 7.2 Output, 2019 

The descriptive statistics in the table 4.2.2 presents the statistical characteristics of all the 80 

observations. These include measures of central tendency, the mean and median. Dispersions 

in the series are also indicated using the standard deviation. As could be observed from the 

table results show the means are: 90667515, 95393577, 1423.466, 59850532 and 0.303030 

with standard deviations of: 91084845, 84608659, 879.3562, 49173072 and 0.249850 for total 

assets (TA), total sales (TS), total employees (TNE), production cost (PC) and return on equity 

(ROE) respectively. The table reveals that variables total employees, cost of production and 

return on equity   have skewness value less than one while total assets and total sales are in 

excess of one. This connotes that the data for all the variables are fairly distributed.  

The study set out to evaluate firm size and firm profitability using consumer goods 

manufacturing firms in Nigeria as evidence. Total assets (TS), total sales (TS), production cost 

(PC) total number of employees (TNE) are the independent variables as well as proxies for 

firm size while return on equity (ROE) is the dependent variable and a proxy for firm 

portability. In order to test the four null hypotheses formulated for the study, panel regression 

analysis of the eight (8) firms selected for the study was conducted and presented in table 4.3.1. 

Decision Rules:  

In arriving at a decision, the following steps were taken:  

 The hypotheses were restated in null and alternate forms,  

 The decision criterion or criteria were stated,  

 The presentation of the Eview result 

 The null hypothesis is rejected or accepted based on the decision criterion or criteria. 
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Table 4.3.1: Pearson Product Moment Correlations 

 ROE TA TS         PC TNE 

ROE 

Pearson Correlation 1     

Sig. (2-tailed) 
 

    

N 70     

TA 

Pearson Correlation .727** 1    

Sig. (2-tailed) .000     

N 70 70    

TS 

Pearson Correlation .665** .529** 1   

Sig. (2-tailed) .021 .048    

N 70 70 70   

PC 

Pearson Correlation -.126** -.105** .228** 1  

Sig. (2-tailed) .556 .344 .762   

N 70 70 70 70  

TNE 

Pearson Correlation .548** .499** .687** .771** 1 

Sig. (2-tailed) .043 .012 .035 .000 
 

N 70 70 70 70 70 

**. Correlation is significant at the 0.01 level (2-tailed). 

Source: SPSS Output, 2019 
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TABLE 4.3.2:  COMBINED REGRESSION RESULT OF THE EIGHT FIRMS 

Dependent Variable: ROE   

Method: Panel Least Squares   

Date: 08/02/19   Time: 13:35   

Sample: 2008 2018   

Periods included: 11   

Cross-sections included: 13   

Total panel (unbalanced) observations: 88  

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 4.025353 0.900621 4.469529 0.0000 

TA 0.610714 0.108141 5.647414 0.0000 

TS 0.551896 0.213259 2.650089 0.0033 

PC -0.435780 0.104035 -2.266365 0.0265 

TNE 0.004765 0.075983 0.062707 0.9502 

     
      Effects Specification   

     
     Cross-section fixed (dummy variables)  

     
     R-squared 0.811134     Mean dependent var 0.303030 

Adjusted R-squared 0.768573     S.D. dependent var 0.249850 

S.E. of regression 0.120195     Akaike info criterion -1.227697 

Sum squared resid 1.025725     Schwarz criterion -0.749120 

Log likelihood 71.01865     Hannan-Quinn criter. -1.034890 

F-statistic 19.05800     Durbin-Watson stat 1.889788 

Prob(F-statistic) 0.000000    

     
     

Source: Views 7.2 Output, 2019 

Table 4.3.1, shows that the combined coefficient of determination (R2) of the eight selected 

firms is 0.811134. This suggests that 81% of the variations in the return on equity of consumer 

goods manufacturing firms in Nigeria is explained by the independent variables of the study 

(total assets, total sales, cost of production and total number of employees) while the remaining 

19% is explained by other factors not included in the model of the study. The table also reveals 

that the value of Durbin Watson statistics (DW) is 1.889788. This value is closer to 2 than 0, 

thus, suggesting that there is no trace of autocorrelation in the combined model of the study.  

Test of Hypothesis One 

Table 4.3.1 presents the result of panel regression analysis used to test the hypothesis 

formulated for the study. Results from the table reveals that the coefficient of total assets (TA) 

in the regression model is positive at 0.610714 while the probability value is 0.000. Thus, TA 

of the firms is significant at 0.05 level of significance (that is, 0.0000 < 0.05). Thus, we reject 

the null hypothesis that total assets of consumer goods manufacturing firms in Nigeria does not 

significantly affect return on equity of the firms in Nigeria during the period. 
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Test of Hypothesis Two 

Table 4.3.1 also discloses that the coefficient of total sales (TS) in the regression model is 

positive at 0.551896 while the probability value is 0.0033. Therefore, total sales of the firms 

are significant at 0.05 level of significance (that is, 0.0033 < 0.05). Therefore, we reject the 

null hypothesis that total sales of consumer goods manufacturing firms in Nigeria does not 

significantly affect return on equity of the firms in Nigeria during the period. 

Test of Hypothesis Three 

Table 4.3.1 also indicates that the coefficient of production cost (PC) in the regression model 

is negative at 0.435780 while the probability value is 0.0.0265. Thus, total production cost of 

the firms is significant at 0.05 level of significance (that is, 0.0265 < 0.05). Thus, we reject the 

null hypothesis that production cost of consumer goods manufacturing firms in Nigeria does 

not significantly affect return on equity of the firms in Nigeria during the period. 

Test of Hypothesis Four 

Table 4.3.1 equally shows that the coefficient of total number of employees (TNE) in the 

regression model is positive at 0.0.004765 while the probability value is 0.9502. Thus, total 

number of employees of the firms is not significant at 0.05 level of significance (that is, 0.9502 

> 0.05). Therefore, we accept the null hypothesis that total number of employees of consumer 

goods manufacturing firms in Nigeria does not significantly affect return on equity of the firms 

in Nigeria during the period. 

5.0 Conclusion and Recommendations 

Based on the secondary data which were collected and analysed, the findings therefor and the 

discussions that ensued, we hereby summarize the findings of the study as follows that: 

i. Total assets (TA) positively significantly affect return on equity (ROE) of the consumer 

goods manufacturing firms in Nigeria during the period. The implication of this finding 

is that as TA increase, ROE of the firms also increases and vice versa. Put differently, 

a 1% increase in TA will cause roe to increase by 61% and vice versa. 

ii. Total sales (TS) positively and significantly affect return on equity (ROE) of the 

consumer goods manufacturing firms in Nigeria during the period. The implication of 

this finding is that as the sales revenue of the firms increase, ROE of the firms equally 

increase and vice versa. In order wards, a 1% increase in TS will result in 55% increase 

in ROE of the consumer goods manufacturing firms.  

iii. Production cost (PC) negatively and significantly affect return on equity (ROE) of the 

consumer goods manufacturing firms in Nigeria during the period. The implication of 

this finding is that as production cost of the firms increases, ROE will decreases and 

vice versa. This finding suggests that a 1% increase in PC will make ROE to decrease 

by 44% and vice versa. 

iv. Number of employees (TNE) positively, but insignificantly affect return on equity 

(ROE) of the consumer goods manufacturing firms in Nigeria during the period. The 

implication of this finding is that as total number of employees of the firms increase, 

ROE also increases and vice versa. This finding equally demonstrates that a 1% 
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increase in TNE will make ROE to increase by 0.48% (which is insignificant) and vice 

versa. 

The main objective of this study is to examine firm size and firm profitability in consumer 

goods manufacturing firms in Nigeria. The study adopted an ex-post facto research design that 

is made use of historical financial data obtained from the selected consumer goods 

manufacturing firms. Total assets (TA), total sales (TS), production cost (PC) and total number 

of employees (TNE) constituted the independent variables and proxies for the firms’ size while 

return on equity (ROE) is the dependent variable and proxy for the firms’ profitability. 

Secondary data on these variables were obtained and analyzed using descriptive statistics and 

panel least square regression analysis method. Based on the data analysis and the findings that 

ensued, we hereby conclude that, one the independent variables of the study strongly determine 

the changes in the dependent variable of the study. Two, that there is no presence of 

autocorrelation in the model of the study. Three that total assets and total sales positively and 

significantly affect return on equity of the sampled firms during the period. Four, that total 

number of employees of the firms even though positively affect return on equity of the firms, 

the effect was not significant during the period. Finally, that production cost of the firms 

negatively and also significantly affect the return on equity of the sampled consumer goods 

manufacturing firms during the period.  

On the strength of the results obtained from the data analysis, the deduced discussions and the 

conclusions of the study, we hereby recommend as follows: 

 That the firm managers of the consumer goods manufacturing firms in Nigeria should 

increase their total assets so as to increase their return on equity and create more wealth 

for the shareholders of the firms. In as much as the effect of total assets on the 

profitability of the firms is positive and insignificant, firm managers should invest in 

assets especially those assets that will generate future benefits for their organizations.  

 We recommend also that firm managers should strive to increase their firms’ sales so 

as to increase return on equity and increase wealth for the firm owners. Strategies to 

increase sales revenue include, but not limited to, production of quality consumer goods 

that will appeal to the target audience of the firm, and product promotion such as 

advertisement, personal selling and publicity.  

 Since production cost negatively and significantly affect return on equity of the firms, 

firm managers should embark on cost reduction mechanisms during production. The 

managers can achieve by reference to the three main costs of production, material, 

labour material and overhead. Managers should avoid the procurement of excess raw 

materials that may not be needed for production, they should cut down labour cost by 

ensuing that remuneration is based on productivity and reduce overhead expenses by 

avoiding idle facilities and waste of energy (power) used in production. 

 We also recommend that firm managers should increase their firms’ number of 

employees provided that the increase is commensurate with the production capacities 

available in each firm. When employees are increased more than the production 

capacity of a firm, it will decrease rather than increase profitability of the firms.  
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