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ABSTRACT

Private-owned firms make up a large chunk of the firms existing in different countries of the world,
especially Nigeria, and as such, contribute its quota to economic activities and growth of the
economy. This study examined private ownership structure and firm productivity from the angle of
firm - level empirical evidence from Nigeria using World Bank, Nigeria enterprise survey 2014 data
and applied econometric model based on OLS technique. It was found among others by the study
that a percentage increase in firms owned by private domestic individuals, companies or
organizations (private domestic owned firms), would on the average have a significant positive
impact on firm productivity in Nigeria by about 0.217276 units. In line with this, the study concludes
that private domestic owned firms has positive significant impact on firm productivity in Nigeria. The
study recommended among others that government should create more enabling/conducive
business environment for private domestic firms to thrive and contribute more to overall economic
growth and development. When this done, it will significantly increase employment, especially
youth employment, reduce poverty and the menace of insecurity, increase per capita incomes,
raise overall standard of the living of the people, and finally contribute significantly to economic
growth and development of not only Nigeria, but Africa at large.
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1. INTRODUCTION

Ownership structure and productivity of firms has
gained increased attention in current literature
[1]. Private-owned firms make up a large chunk
of the firms existing in different countries of the
world, especially Nigeria, and as such, contribute
its quota to economic activities and growth of the
economy [2]. These firms vary in sizes and their
productivity as well. Some of these private firms
are owned just by a single person, others by
small select group of individuals, shareholders,
organizations, and other private bodies that are
non-governments [3].

The survival of any private enterprise/firm
depends majorly on its productivity and
competitiveness. Ownership structure make both
the internal (shareholders, board of directors,
and main committees) and external
(unfavourable takeover negotiations, minority
shareholder’s legal protection, and manager’'s
excesses control) mechanisms strong.
Ownership structure is a major internal
governance strategy that helps to mitigate
governance issues in firms and as such, aids in
productivity efficiency of firms [4].

State-owned enterprises has been privatised in
many countries due to some observed variations
in productive efficiency level among private and
state-owned enterprises/firms [4,2]. These
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productivity differences may have been attributed
to firm age, the size of the firm, capacity
utilization of these private firms, highest level of
education of the top manager, years of
experience the top manager has working in the
sector, number of full-time employees of the
firm/establishment, among others. Again, market
regulations of government facing the firms and
the competitive environment firms operate could
also make their productivity to vary [4,2].

In  Nigeria, private ownerships gained
prominence at the end of 1980s, when Nigerian
government resorted to restructuring of
government or state owned enterprises/firms.
This created enabling environment for private
ownerships to thrive, given Nigerian investment
base and geopolitical diversification. It continued
up to the end of 1990s when another policy shift
that allowed for ownership concentration,
accompanied with more foreign involvement in
the country were considered [5]. Therefore,
ownership structure in Nigeria has varied over
the years due to deliberate attempt by the
government to control the economy, reduce
poverty, increase incomes of the people through
increased productivity, and hence, attain
sustained economic growth and development. A
look at the figure below shows the distribution of
Nigeria’'s firm ownership structure in 2014
according to World Bank Nigeria Enterprise
survey data.
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10.90622
Govt./State Owned firms Others

Fig. 1. Percentage distribution of firm ownership structure in Nigeria
Source: World Bank Nigeria Enterprise Survey Data (2014)
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Fig. 1 indicates that about 42% of the firms in
Nigeria are private domestic owned firms, about
14% are foreign owned, about 11% are
government or state owned firms, while about
31% of the firms belong to others which might be
Non-governmental organizations (NGOs),
institutions, corporate bodies, organizations,
among others. The essence of this change in
ownership structures are mainly because of their
abysmal productivity, complemented by
substantial loss of stakeholders’ value [5,6,7].
This study therefore, empirically examines
whether there is significant impact of private
domestic ownership structure on firm productivity
in Nigeria, using World Bank Nigeria firm - level
enterprise survey data and multiple regression
analysis based on Ordinary Least Squares
technique.

2. LITERATURE REVIEW

In this study, the literature review is categorized
into two, namely; the theoretical and empirical
literature review. These are examined in the sub-
section that follows as given below:

2.1 Theoretical Review

In this study, the theoretical literature examined
include; Marris managerial theory of firm, the
behavioural firm theory, and Williamson
managerial theory of firm. These are briefly
looked at as given below:

2.1.1 Marris managerial theory of firm

This theory was first used by [8,9]. This theory
was further developed and popularized by [10]. It
was later modified by [11]. The theory originated
from the differences that exist between
ownership and control. It was of the view that
managers of firms may exhibit varying objectives
other than profit motives since it is likely other
goals connected to sales/productivity and profits
also contribute to the growth of the firms [10].

Therefore, manager's compensations and other
rewards increase as the size of the firm
increases. In this regard, firm size is a core factor
in the utility equation of firms, in addition to the
productivity of the firm. Thus, non-profit goals
also encourage strongly, the size of
firms/productivity, and may include; salary,
status, security, and power. For [10], conflict of
interest may not take place between managers
and shareholders since growth maximization in
some firms may correlate with that of profit

11

maximization. In another vein, [10] hypothesized
that managers are faced with utility function that
incorporates salary, prestige, status, power,
security, among others, and are all very
significant in determining the utility function.
However, firm owners and/or shareholders show
more interest in profits, market share and
output/production. This managerial theory
therefore believes that firm manager’s utility
maximization also maximizes the growth rate of
firms with the intention of accumulating for the
firm, optimum profit, which need to be high
enough to make shareholders happy since they
can fire or hire the manager of the firm.

2.1.2 The behavioural firm theory

The behavioural theory was first used and
developed by [12]. The theory is based on
modern, multi-product firm decision making,
typical of firms that have ownership different from
its management and are under uncertain,
imperfect market. The theory posits that people
have restricted cognitive capability and as such,
can only deliver ‘bounded rationality’ during
decision making in difficult, uncertain conditions.
For this, people now have the tendency of
“satisficing” (that is, the likelihood of
accomplishing objectives that are realistic,
instead of trying to maximize utility, profit, or
production.

For [12], firms cannot be taken to be a monolith
since different people in the firm exhibit
conflicting interests and aspirations. This follows
from the fact that firm behaviour is seen as a
weighted outcome the conflicts that may arise in
the firm. Firm mechanisms (like “satisficing” and
logical decisions) normally take place in a bid to
keep conflict levels low and unharmful to firm
productivity. The theory further states that the
firm may be interested in pursuing five basic
objectives such as; production, inventory, sales,
market share, and/or profit goals. This theory has
implication on firm productivity since conflicting
behaviours, against firm objectives, within the
firm can hamper productivity [12].

2.1.3The williamson managerial theory of firm

This theory was first used by [11]. It was later
developed and popularized by [13,14,15,16]. The
theory states that managers in contrast to the
profit maximization behaviour of firms, pursue the
maximization of their own utility. Further, it
argues that the firm is a governance mechanism
which makes for mergers and acquisition, and
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competition laws. This theory of the firm asserts
that transaction costs (which have implication on
productivity) are important consideration where
firms specifically make relative investments.

2.2 Empirical Review

In Romania, a study was carried out on the
impact of firms on the overall performance of
selected manufacturing firms using descriptive
statistics analysis technique [17]. It was revealed
that economic and financial performance and
foreign ownership has a non-significant link
between them. Therefore the study suggest
among others that more additional variables
measuring market conditions be included such
as trade or tax policy variation, to know whether
ownership structure changes dramatically [17].

Also in Kenya, this study examined the
significance relationship of ownership structure
on monetary performance of industries been
privatized [18]. The study used descriptive
statistics and correlation analysis. The result
found that ownership structure has a significant
relationship with financial performance. This
study recommends that the Privatization
Commission of Kenya should restructure
ownership of privatized companies to reduce
government and dispersed ownership further to
pass more control and decision making to private
investors.

Another study critically looked at the relationship
existing between corporate ownerships in
relation to financial performance of selected
banks in Nigeria employing Ordinary Least
Square (OLS) and Generalized Least Square
method, however, the results of the analysis
revealed that managerial ownership has
statistically insignificant positive effects on both
ROA and TBQ. The study also recommends
among others that CBN need to come up with
policies and regulations that promote
participation of foreign institutional ownership in
Nigerian banking industry [19].

A similar study examined how return on assets of
deposit money banks in Nigeria could be
impacted by ownership structure using cross
sectional data of selected commercial banks [20].
The result found that ownership concentration,
management  ownership and institutional
ownership have negative relationship with the
dependent variable while private ownership and
management ownership have positive
relationship with the dependent variable which

12

shows return on investment. It was suggested
among others by the study that regulatory
authorities need to encourage more private
investors to undertake investments in shares
banks and also there was need for commercial
banks to increase their ownership structure
through public listing, right issue and other
means of attracting public and institutional
investors.

In Nigeria, another related study considerably
looked at how corporate performance was
influenced by privatization of listed companies
using descriptive statistics and Spearman's rho
coefficient of correlation for analyses. It was
found that corporate governance has significant
positive relationship with privatization in terms of
its corporate objectives and in maximizing
shareholders wealth. The study recommended
among others that the privatization process in
Nigerian should be open for competition to both
foreign and local investors [21].

Another similar study investigated how in Nigeria,
financial performance of listed Insurance Firms
could be influenced by ownership structure using
descriptive statistics for analysis [22]. It was
revealed by the study that there is a positive
significant  relationship  existing  between
ownership structure and firm’s performance as
measured by ROA and ROE. The study
recommends that the code on owner's equity of
listed insurance companies should be sustained
and encouraged so that the firms can have a
perpetual life, as a check and balance
mechanism to enhance and strengthen the
financial performance of the listed insurance
firms in Nigeria.

Yet in Vietnam, a different but related study used
multiple regression analysis based on OLS
technique to examine the relationship existing
between Productivity and performance of listed
companies on the stock exchange market [23]. It
was found that increasing labor productivity and
increasing foreign ownership rates help increase
firm performance. The study recommends
among others that the Vietnamese government,
relaxing the limit of foreign ownership and
accelerating the divesting of State capital in State
owned enterprises could help increase the

investment scale of foreign investors and
resulting in positive effects on the firm
performance.

Empirically, studies has revealed the operational
mechanism of the State or privately owned
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businesses using descriptive statistical analysis.
The results of the studies revealed that private
ownership is an important but not sufficient
determinant of firm prosperity, subsequently
resulting in overall rise of wealth of nations. The
study also suggested that the positive impact of
private ownership on economic performance can
occur only in an organized environment with
relevant legal standards [24].

Another empirical study in Osun State, Nigeria,
investigated how ownership structure could
influence the style of leadership of private
universities  turnover  intention of LIS
professionals using descriptive statistics and
correlation analysis [25]. It was observed in the
study among others that the indices ownership
structure has positive linear correlations with
turnover intention of LIS professionals. The study
further recommended among others that
deployment of varying leadership styles,
promotion of ‘entity concept’ and facilitation of
inter-relationship among professionals should be
promoted and implemented.

Similarly in Jordan, it was also investigated
whether a firm’s internal factors could
significantly influence its profitability using time
series and unbalanced panel data analysis for a
sample of 1,663 observations over the period
from 2011 to 2018. It was found that the overall
results show a significant positive effect of a
firm’'s size and asset growth on profitability.
However, asset tangibility presents a significant
negative effect on profitability, while financial
leverage has an insignificant positive effect on
profitability. It is suggested by the study that the
study is expected to be of value to firm
managers, investors, researchers, and regulators
[26].

Using enterprise survey data from the World
Bank, this study looked at the influence finance
on productivity of firms in Africa [27]. This paper
fills this gap by using cross-sectional firm-level
data to estimate the effect of access to finance
on labour productivity, total factor productivity
(TFP), and the stochastic frontier trans-log
model. The study found that the results obtained
show that the lack of access to finance,
especially overdraft facilities negatively affects
the productivity of firms in Africa. This study
suggests that the development of a balanced
financial system should be of topmost priority to
policy makers.

In a related but different study, it was explained
using World Bank’s Enterprise Survey data the
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significant impact of power outage in MENA on
the overall performance of manufacturing firms
using a firm-level dataset [28]. The results
emphasized the adverse consequences of power
outages for the performance of manufacturing
firms in the MENA region. These effects would
naturally decrease the competitiveness of firms
in the domestic and international markets, and
they would eventually decelerate the national
economic growth rate. The study recommends
that policies should specifically focus on reducing
rent-seeking activities that hinder the application
of improvements to the power infrastructure.

Further study critically evaluates the impact on
Nigeria economic growth by foreign private
investment [29]. This study adapted a
methodology with some modifications from [30]
based on a neoclassical aggregate production
function comprising exports. It was found that
Foreign Private Investment, Domestic Investment
growth and Net Export growth were positively
related to economic growth in Nigeria. It is
recommended among others that steps to attract
more Foreign Private Investment should be
undertaken by the Nigerian government as one
of the ways of boosting the Nigerian economy.

In Nigeria, a study examined the relationship
existing between leverage and selected
Chemical and Paints industries quoted on the
floor of Nigerian Stock Exchange [31]. The study
used Ordinary Least Square (OLS) method of
estimation covering the period of the study. The
results showed that EQT finance has a
significant and positive impact on ROA but DR
has a negative and insignificant relationship on
the  performance measure. The  study
recommends among others that firms in the
sector should be more of equity financed than
debt by sourcing more of equity in their finance
ratio and avoiding too many debts.

Yet in India, a related study looked at how
Bombay stock exchange ownership structure and
their associated firm performance could be

impacted [32]. This research employed
descriptive  statistics, Pearson correlation
coefficient and multiple linear regressions

techniques. The findings show that concentrate
ownership has a significant positive impact on
Return on Assets, while managerial and
institutional ownership have positive insignificant
impact on ROA. Lastly, foreign ownership is
found to have a negative insignificant impact on
ROA. It is recommended that future researchers
are encourage different industries with the same
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framework to investigate the impact which might
be different due to the difference in the nature of
the industry.

Another similar study examined how Insurance
ownership structure in Nigeria could impact on
their financial performance applying descriptive
statistics and correlation, multiple regression
techniques. It found ownership structure having
significant  positive  effect on financial
performance of the listed insurance firms except
concentrated ownership with negative effect. The
study recommends that in order to enhance the
financial performance, insurance firms in Nigeria
should increase management equity holding in
the firms as this can stimulate the managers to
maximize their efficiency and create more wealth
for stakeholders [33].

In yet another study, the causality between the
ownership structure dominance as a stimulus to
bank performance and risk in Nigeria was
investigated using OLS regression analysis [34]
and time series data. It was found among others
that Private Nigerian’s Ownership (PRIVTOWN)
stake in banks has a positive influence on Net
interest income (NIM) performance but was
statistically insignificant. The study also
suggested that less emphasis should be placed
on ownership structure as a basis for policy
formulation for improving bank performance in
Nigeria due to its statistical insignificance in the
Nigerian banking industry.

Further, a similar study examined how Nigeria
governance performs her statutory
functions/roles toward private investment using
Auto-Regressive Distributed Lag model (ARDL),
the result of the study revealed that differences
exist between long run and short run
determinants of domestic private investment
such as degree of openness, savings, real GDP,
inflation real interest rate and governance
indicators. The study therefore recommended
that governance indicators should be
strengthened and duly recognized, inclusively,
minimizing adverse cost of inflation, setting of
tolerable real interest rates, adoption of fettering
liberalization policies and encouraging thrift
habits with the pledge of reaping bumper gains in
the future will go a long way in guaranteeing
private domestic investment [35].

Through the adoption of a generalized method of
moments (GMMS), [36] performed econometric
investigation on the relationship that exist
between governance, FDI and private domestic
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ownership investments in relation to West African
Economic and Monetary Union (WAEMU). It was
found among others that foreign direct
investment crowds out domestic private
investment in all countries covered by the study.
The study also recommends by calling on
countries governments to better structure
macroeconomic environment, reinforce
technology transfer, improve the absorption (or
adaptive) capabilities of local enterprises and
give more meaning to the role of governance in
order to secure domestic investment and boost
foreign direct investment [37].

3. METHODOLOGY

In a bid to empirically examine the impact of
private domestic ownership structure on firm
productivity in Nigeria, this study is anchored on
the behavioural theory of firm developed by [12].
The theory is based on modern, multi-product
firm decision making, typical of firms that have
ownership different from its management and are
under uncertain, imperfect market. Firm
mechanisms (like “satisficing” and logical
decisions) normally take place in a bid to keep
conflict levels low and unharmful to firm
productivity. Further, [12] states that the firm may
be interested in pursuing five basic objectives
such as; production, inventory, sales, market
share, and/or profit goals. This theory has
implication on firm productivity since conflicting
behaviours, against firm objectives, within the
firm can hamper productivity.

In line with this theory, productivity is a function
of ownership structure (in this case, private
domestic ownership) as specified in equation (1)
given below:

prd = f(pdostr) D

where;

prod = productivity of the firm

pdostr = ownership structure (in this case, private
domestic ownership)

f = functional notation

However, there are other variables that can
influence productivity of private domestic
ownerships of firms, such as; firm size, firm
ownership (other ownerships), shareholders,
managers decisions, use of technology from
foreign company, level of education of
managers/owners, number of full-time
employees, percentage of the firm owned by the
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Table 1. Definitions of variables in the model

Variables Definitions

prd The establishment’s output produced in financial year (proxy for productivity)
pdostr % of the firm owned by private domestic individuals, companies or organizations
otherostr % of the firm owned by others

fmsize firm size

utchfc use of technology licensed from a foreign-owned company

hledum highest level of education of the top manager

nftime number of full-time employees of the firm/establishment

pfoblo percentage of the firm owned by the largest owner(s)

yexptm years of experience the top manager has working in the sector

tcelectr total annual costs of electricity

acfin establishment having a line of credit or loan from a financial institution

Source: Author’s extraction from World Bank, Nigeria Enterprise Survey (2014)

largest owner(s), years of experience the top
manager and other environmental factors like
access to steady electricity and finance. Bearing
these in mind, modifying equation (1) in order to

capture these control variables, the study
specifies equation (2) as follows:

prd = f(pdostr, ctrl) (2)
where; all the variables remains as defined

above
ctrl = other control variables that could affect firm
productivity.

Consequently, this study specifies the empirical
estimable econometric model of the study based
on OLS technique as given in equation (3)
bellow:

prd
()\0 + A;pdostr + Ajotherostr + A3fmsize + A utchfc + Ashledum
+2Agnftime + A;pfoblo + Agyexptm + Agtcelectr + A;pacfin +

- ) ®
where; the variables are defined below in the
Table 1.

o= the constant term

Ays = the parameters of the model, fori=1, 2, ...,
n.

U, = stochastic error term.

3.1 Data and Data Sources

The data utilized here is a cross-sectional
enterprise survey data of Nigeria that was
conducted in 2014 by the World Bank. The
survey data has a sample size of 2676 and 317
variables, and covers every aspects of
manufacturing firms. The stratified sampling
technique was applied in the data generating
process. The regional strata covers 19 states of
the country which include; Abia, Abuja, Anambra,
Cross River, Enugu, Gombe, Jigawa, Kaduna,
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Kano, Katsina, Kebbi, Kwara, Lagos, Nasarawa,
Niger, Ogun, Oyo, Sokoto, Zamfara. The size
strata covers the micro, small, medium and large
firms.

The major advantage of utilizing the World Bank,
Nigeria’s enterprise survey data, 2014, is that it
incorporates almost all variables which can be
comfortably and efficiently used for in-depth
analysis of firms/enterprises in Nigeria. It is a
country-wide data that considered all the
enterprises/firms in Nigeria’s geo political zones.

4. RESULTS AND DISCUSSION

This study first examines the nature and
characteristics of the variables of the model by
looking at the descriptive statistics of the
variables. The descriptive statistics results
presented in the Table 2 exhibits the raw level
forms of the model data. Hence, given the
information on the nature and characteristics of
the model variables, the variable are examined to
observe if there exist sufficient variable values
variation through a close inspection of the
variable’s mean, standard deviation, and minimum
and maximum values of these variables as can be
seen in Table 2 .

Table 2 reveals that all the model variables
exhibited sufficient variations in their mean,
standard deviations, and their minimum and
maximum values respectively. The output results
show that 2676 is the maximum observational
data in the enterprise survey of Nigeria conducted
by World Bank in 2014. However, some variables
showed smaller number of observations. This by
implication means that some respondents were
not able to respond to all the survey questions in
the template used for the data generation.
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Table 2. Descriptive Statistics Results of the Model Variables

Variables Obs Mean Std. Dev. Min Max
prd 2676 45.78089 44.62592 0 100
pdostr 2676 70.59865 42.14509 0 100
otherostr 2676 14.15732 31.1887 0 100
fmsize 2676 1.326607 .790255 0 3
utchfc 2141 1.475022 2.074181 0 2
hledum 2652 5.316742 1.786189 1 10
nftime 2652 22477 169.8457 0 5000
pfoblo 2063 69.81562 39.44144 0 100
yexptm 2644 12.89391 8.698691 0 72
tcelectr 2658 766801.5 2.00e+07 0 10000000
acfin 2651 1.415692 2.303722 1 2

Source: Author’s Computation from Available Data

4.1 The OLS Model Results

In this section, the study presents the results of
the OLS model in order to determine the objective
of the study (that is; to empirically examine
whether there is significant impact of private
domestic ownership structure on firm productivity
in Nigeria). To achieve this objective, this study
utilised World Bank Nigeria firm - level enterprise
survey data, 2014, and econometric regression
model based on Ordinary Least Squares
technique. The results can be seen in Table 3.

The results indicate that a percentage increase in
firms owned by private domestic individuals,
companies or organizations (proxy for private
domestic owned firms — pdostr), would on the
average have a significant positive impact on firm
productivity (prd) in Nigeria by about 0.217276
units. This result is not surprising since it is
expected that the higher the number of private
owned firms in Nigeria, the more firm productivity
in the country would rise. The implication here is
that any rise in private domestic owned firms

must be accompanied by a corresponding
increase in the productivity of the firm in Nigeria.
This finding supports the finding by [38,7] who
found that managerial, employee, and private
ownerships positively and significantly influence
firm performance.

A percentage increase in other forms of firm
ownership structure (otherostr) indicates that
firm productivity (prd) in Nigeria would rise
significantly by about 0.119902 units. This result is
not also surprising since it is expected that
increase in other ownership structures such as
shareholding, managerial, among others, would
definitely raise many firms in the country thereby,
raising firm productivity levels in Nigeria
significantly. The implication here is that increased
number of other forms of firm ownership
structures in Nigeria increases the more, firm
productivity significantly in Nigeria. This finding
supports the finding by [38] who found that
managerial, employee, and private ownerships
positively and significantly influence return on
equity of firms.

Table 3. Summary results of the OLS model (dependent variable = prd)

Variables Coef. Std. Err. t P>|t|

pdostr 0.217276 0.0573361 3.79 0.000
otherostr 0.119902 0.0269595 4.45 0.000
fmsize 7.308289 2.526962 2.89 0.004
utchfc -1.465172 0.8876885 -1.65 0.100
hledum 3.59887 1.169915 3.08 0.002
nftime 0.0029845 0.0068777 0.43 0.665
pfoblo 0.0881602 0.06213 1.42 0.157
yexptm 0.5078605 0.2184691 2.32 0.017
tcelectr -2.860800 0.4020800 -7.12 0.000
acfin 1.907837 0.7773249 2.45 0.015
_cons -15.62983 7.278372 -2.15 0.020

Source: Author’s Computation from Available Data
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It was also found from the study’s results that
increasing firm size (fmsize) by one, increases
firm productivity (prd) significantly by about
7.308289 units. The implication here is that with
adequate capacity and finance (access credit or
finance), expanding firm size will no doubt, raise
the productive capacity of firms in Nigeria and as
such, raise firm productivity. This is because, the
more firms are expanded in sizes, the more they
are expected to produce more, thereby, making
them to be more competitive and as such, bring
about positive significant impact on firm
productivity. This finding is also in agreement
with the study by [10,39,40], among others, who
revealed that firm size are the core determinants
of firm productivity.

In another vein, it was found by the study’s
results that a rise in the use of technology
licensed from a foreign-owned company (utchfc)
by firms Nigerian would on the average,
insignificantly decrease firm productivity (prd) by
about 1.465172 units. This result is not surprising
since it is expected anytime a Nigerian firm uses
technology licensed from a foreign-owned
companies, there is high probability that the
foreign-owned firms may give the Nigerian firm
stringent conditions for using their license in a bid
to operate, which may definitely affect their
productivity adversely. Again, the needed skills
for efficient use and operation of the foreign
technology may also be at its low ebb in the
Nigerian-owned firm  using foreign-owned
technology license and as such, may need
importation of foreign experts who would help in
the production process, and/or train local
personnel. This may not be cost effective as it
could lead to rise in production cost hence,
making the firm to operate under increasing cost
and as such, make the firm to be less
competitive. This will eventually turn to a fall in
productivity of firms in Nigeria. This therefore
suggest that in Nigeria, use of technology
licensed from a foreign-owned company has
negative and insignificant impact on firm
productivity. This finding is in agreement with the
study by [41] who found that lack technology
among firms reduces their performance.

Again, when the highest level of education of the
top manager (hledum) rises, productivity of firms
in Nigeria would on the average rise significantly
by about 3.59887 units. This result is not
surprising since it is expected that the highest
level of education a top manager has would
expose him the more on various ways the firm
can minimize cost while maximizing profits that
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would eventually lead to increased productivity
and more competitiveness of the firm. In addition,
requisite skills needed for efficient management
of the firm would increase with an increase in the
level of education top manager has acquired.
This would surely bring about increased firm
productivity and competitiveness of the firm.
Thus, in Nigeria, the highest level of education
acquired by the top manager is statistically, a
positive significant determining factor of firm
productivity. This finding is in consonance with
the study by [41] who found that on managerial
efficiency/effectiveness, technical skills,
technology, among others, encourage firm
productivity.

Further, an increase in the number of full-time
employees of the firm/establishment (nftime) by
one person, raises firm productivity (prd)
although, insignificantly by about 0.0029845
units. The implication of this result is that anytime
one person is added to the number of full-time
employees a firm/establishment has, it is
expected that the productivity level of the firm
would rise although, insignificantly. This indicates
that it is positively related to firm productivity, but
not a significant determinant of firm productivity
in Nigeria, since diminishing marginal productivity
could occur at a certain point if employees are
continuously employed without checking each
employee’s share (that is; marginal product of
employees) in the total production. This finding is
not in consonance with the finding by [38] who
revealed that managerial, employee, and private
ownerships positively and significantly influence
firm performance.

Further, a rise in percentage of the firm being
owned by the largest owner(s) (pfoblo),
increases firm productivity (prd) although,
insignificantly by about 0.0881602 units. This
implies that for any given percentage increase in
the firm being owned by the largest owner(s),
firms in Nigeria would on the average raise their
productivity level although, insignificantly. This
suggests therefore, that it has positively
relationship with firm productivity but has no
significant impact on firm productivity in Nigeria.

With an increase in the years of experience the
top manager has worked in the sector (yexptm),
firm productivity (prd) in Nigeria would rise
significantly by about 0.5078605 units. The
implication of the result here is that higher
number of years of experience of firm’s
manager(s) increases their on the job skills,
expose them to various production channels that
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are cost efficient, and as such, bring about
significant rise in productivity of firms in Nigeria.
This therefore indicates that in Nigeria, the years
of experience the top manager has worked in the
sector encourages firm productivity and as such,
it is a positive significant factor that impacts firm
productivity in the economy.

On total annual costs of electricity, a one Dollar
increase in the total annual costs of electricity
(tcelectr) would on the average bring about a
significant fall in firm productivity (prd) in Nigeria
by about 2.860800 units. The implication of the
result here is that higher electricity costs, firms
would not make more profits that would raise
their incomes. This result is not surprising since
higher electricity bills given erratic electricity
supply and estimated billing, would always
discourage firm productivity significantly. Hence,
firms that are unable to pay these bills would
switch to alternative electricity supply such as
generating set and solar energy. Unfortunately,
these alternative electricity sources may not be
cost effective and as such, discourage firm
productivity in Nigeria. Therefore, in Nigeria, cost
of electricity has negative significant impact on
firm productivity. The implication here is that any
given rise in electricity cost would transcend to a
fall in productivity, as firms may find it difficult to
pay off their electricity bills given the cost. This
finding agrees with the finding by [42] who found
that electricity cost in Nigeria contributes to the
cost of doing business.

A One Dollar rise in the establishment/firm
having a line of credit or loan from a financial
institution  (acfin), would on the average
significantly increase firm productivity (prd) in
Nigeria by about 1.907837 units. The implication
of this result is that rise in access to finance
would give firms more financial capacity to boost
their productivity level. With access to finance,
firms can undertake different productions,
mechanize their production process, buy more
inputs at discount rates, raise their incomes and
profitability, and finally increase their productivity.
Another implication of this result is that any given
Dollar rise in access to finance by firms, firms
would use the finance to either procure inputs
that would help them in efficient productions and
as such, increase productivity of these firms. This
is true since firms in Nigeria are always
constrained by access to finance and as a result,
they operate below capacity and mainly on
micro, small, and medium levels. Hence, access
to finance by firms has positive significant impact
on firm productivity in Nigeria. This finding
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supports the finding by [39,43] who revealed that
access to credit significantly determine
productivity although, for the less productive
firms.

Accounting for other variables not included in the
model and/or holding other factors constant in
the model (_cons), the results of the model
indicate that a unit increase in these factors
significantly decreases firm productivity by about
15.62983 units on the average.

5. CONCLUSION AND POLICY
RECOMMENDATIONS
This study empirically examined private

ownership structure and firm productivity in
Nigeria, adopting econometric approach based
on OLS technique and anchored on the
behavioural theory of firm. The study employed
World Bank, 2014 Nigeria enterprise survey data
for the analysis. Therefore, given the objectives
of the study, which sought to examine whether
private domestic owned firms has significant
impact on firm productivity in Nigeria, it was
revealed by the study’s results that; a percentage
rise in firms owned by private domestic
individuals, companies or organizations (private
domestic owned firms), would on the average
have a significant positive impact on firm
productivity in Nigeria by about 0.217276 units.
This result is not surprising since it is expected
that the higher the number of private owned firms
in Nigeria, the more firm productivity in the
country would rise. The implication of this result
is that any given increase in private domestic
owned firms would automatically lead to an
increase in the productivity of the firms in Nigeria.
In line with this, the study concludes that private
domestic owned firms has positive significant
impact on firm productivity in Nigeria.

Based on the empirical findings of the study, the
policy recommendations put forward by this study
are given as follows:

1. Given that firms owned by private domestic
individuals, companies or organizations
have significant positive impact on firm
productivity in Nigeria, government should
create more enabling business environment
for private domestic firms to thrive and
contribute more to overall economic growth
and development. When this done, it will
significantly increase employment,
especially youth employment, reduce
poverty and the menace of insecurity,



Okike and Nnaemeka; SAJSSE, 11(4): 9-22, 2021; Article no.SAJSSE.71245

increase per capita incomes, raise overall
standard of the living of the people, and
finally contribute significantly to economic
growth and development of not only Nigeria,
but Africa at large.

Results of the study revealed that an

increase in the number of full-time
employees of the firm/establishment by one
person insignificantly raises firm

productivity. For full-time employees to
make significant contribution to productivity
in Nigeria, employers of labour in the firm
(that is private domestic owned firms)
should ensure that workers with the
required skills and experience are
employed. Employment should be based on
merit and not on who knows who that is
common in Nigeria. When this is taken care
of, any employment of full-time employees
carried would begin to have positive
significant contribution to firm productivity in
Nigeria.

Domestic firms should strive more to
develop their own local technology and
apply them in all their production processes
since use of technology licensed from
foreign-owned company by Nigerian firms
reduces firm productivity. When this is
done, it will encourage the growth and
development of local firms, create
employments, raise income, and reduce
poverty in Nigeria.

It was also revealed by the study that years
of experience the top manager has worked
in the sector significantly increases firm
productivity in Nigeria, hence, there is need
to encourage top managers employed in
these firms the more through increased
employee development such as increased
education, trainings, among others, in order
to make them contribute significantly to the
firm the more. This will definitely raise
overall firm productivity in Nigeria.

Total annual electricity cost was found to
have negative significant impact on firm
productivity, the study recommends that
government and its  power/electricity
agencies should strive harder to reduce
electricity tariffs/bills, provide prepaid
meters to firms and the general public, and
at the same time, provide steady/constant
electricity supply. This will help firms not to
lose man-hours and some value of their
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products due to power outages, and hence,
significantly raise their productivity.

6. Access to finance was found to have
positive  significant impact on firm
productivity in Nigeria, the study therefore
suggests  that government  should
encourage firms by ensuring that they
have increased soft loan/finance access in
a bid to be more buoyant to enable them
improve on their products and expand the
sizes of their firms for more significant rise
in their productivity levels.

DISCLAIMER

The products used for this research are
commonly and predominantly use products in our
area of research and country. There is absolutely
no conflict of interest between the authors and
producers of the products because we do not
intend to use these products as an avenue for
any litigation but for the advancement of
knowledge. Also, the research was not funded by
the producing company rather it was funded by
personal efforts of the authors.

ACKNOWLEDGEMENTS

We acknowledge all the authors referenced in
this study and those implied.

COMPETING INTERESTS

Authors have declared that no competing
interests exist.

REFERENCES

1. Barbera F, Moores K. Firm ownership and

productivity: A study of family and non-
family SMEs, Small Business Economics.
2011;(4):1-25.

DOI: 10.1007/s11187-011-9405-9

2. Wang KT, Shailer G. Does ownership
identity matter? A meta-analysis of
research on firm financial performance in
relation to government versus private
ownership. Abacus. 2018;54(1):1-35.

Available:https://doi.org/10.1111/abac.121
03

3. Eqvista. What is an ownership structure?
Eqvista.com Publications; 2021.
Available:https://eqvista.com/business-
structure/introduction-ownership-



10.

1.

12.

13.

14.

15.

Okike and Nnaemeka; SAJSSE, 11(4): 9-22, 2021; Article no.SAJSSE.71245

structure/#:~:text=An%20ownership%20str
ucture%20concerns%20the,a%20corporati
on%?20has%20certain%20rights

Ehrlich I, Hamonno GG, Liu Z, Lutter R.
Productivity growth and firm ownership: An
analytical and empirical investigation,
Journal of Political Economy.
1994;102(5):1006-1038. JSTOR

Available:www.jstor.org/stable/2138655

Tsegba IN, Herbert WE. Corporate
governance, ownership structure and firm
performance in Nigeria, Research Journal
of Finance and Accounting. 2013;4(5):23-
38. ISSN 2222-1697 (Paper), ISSN 2222-
2847 (Online)

Adamu A, Haruna J. Ownership structures
and firm performance in Nigeria: A
canonical correlation analysis, Journal of
Research in Emerging Markets.
2020;2(4):21-32. ISSN: 2663-905X

DOI: 10.30585/jrems.v2i4.537

LaporSek S, Dolenc P, Grum A, Stubelj I.
Ownership structure and firm performance
— The case of Slovenia, Economic
Research-Ekonomska Istrazivanja;
2021.

DOI: 10.1080/1331677X.2020.1865827
Baumol J. Business behaviour, value and
growth, macmillan, London; 1959.

Baumol J. Business behaviour, value and
growth, macmillan, London; 1962.

Marris R. The economic theory of
managerial capitalism, macmillan: London;
1964.

Williamson OE. theory of the firm; 1966.
Available:https://en.wikipedia.org/wiki/Theo
ry_of_the_firm

Cyert RM, March JG. A behavioural theory
of the firm; 1963.
Available:https://papers.ssrn.com/sol3/pap
ers.cfm?abstract_id=1496208

Alchian AA, Demsetz H. Production,

information costs and economic
organization, American Economic
Association Publishers. American

Economic Review. 1972;62 (5):777-795.

Williamson OE. Markets and hierarchies:
Analysis and antitrust implications, New
York: The Free Press; 1975.

Williamson OE. Asset specificity and
economic organization, International
Journal  of Industrial  Organization.
1985;(3):365-378.

20

16.

17.

18.

19.

20.

21.

22.

23.

Williamson OE. The theory of the firm as
governance structure: From choice to
contract, Journal of Economic
Perspectives. 2002;16(3):171-195.
CiteSeerX 10.1.1.196.6573

DOI: 10.1257/0895330027602787 76 ISSN
0895-3309

Mihai LO, Mihai C. The impact of foreign

ownership on the performance of
Romanian listed manufacturing
companies, The International Journal of
Management Science and Information
Technology (IUMSIT), ISSN 1923-0273,
NAISIT Publishers, Toronto. 2013

;(10):106-123.

Gitundu EW, Kiprop SK, Kibet LK, Kisaka
SE. The influence of ownership structure
on financial performance of privatized
companies in Kenya. African Journal of
Business management. 2016;10(4):
75-88.

DOL: 10.5897/AJBM2015.7949

Abdullahi MB, Muhammad TB. Corporate
ownership structure and financial
performance of listed commercial banks in
Nigeria, Dutse Journal of Economics and
Development Studies (Dujeds).
2019;7(2):1-9. ISSN: 2536-6130

Orumo JI. Ownership structure and return
on assets of commercial bank in Nigeria,
American Finance & Banking Review.
2018;2(2):1- 12.
Available:www.cribfb.com/journal/index.ph
p/amfbr

Muogbo US. impact of privatization on
corporate performance: a study of selected
industries  in Nigeria. International
Journal of Humanities and Social
Science Invention. 2020;2(7):81-89. ISSN
(Online): 2319 — 7722, ISSN (Print): 2319—
7714,

Available:www.ijhssi.org

Gugong BK, Arugu LO, Dangago Kl. The
impact of ownership structure on the
financial performance of listed insurance
firms in Nigeria. International Journal of
Academic Research in  Accounting,
Finance and Management Sciences.
2014;4(1):409-416. E-ISSN: 2225-8329, P-
ISSN: 2308-0337

Nguyen PA, Nguyen AH, Ngo TP, Nguyen
PV. The relationship between productivity
and firm’s performance: Evidence from
listed firms in vietnam stock. Journal of



24.

25.

26.

27.

28.

29.

30.

31.

32.

Okike and Nnaemeka; SAJSSE, 11(4): 9-22, 2021; Article no.SAJSSE.71245

Asian Finance, Economics and Business.
2019;6(3):131-140.

DOI: 10.13106/jafeb.2019.v0l6.n03.131

Ticha M. State or private ownership? A
Survey of Empirical Studies. Review Of
Economic Perspectives. 2012;12(2):120—
144,

DOI: 10.2478/v10135-012-0006-6

Hamzat SA, Abata-Ebire BD, Ogunjinmi
TT, Babarinde OA. Influence of ownership
structure and leadership styles on turnover
intention of LIS professionals: Empirical
evidence from private universities in Osun
State Nigeria, library philosophy and
practice (e-journal). 2020;4486.

Available:https://digitalcommons.unl.edu/lib
philprac/4486

Dahmash F, Salamat WA, Masadeh MW,
Alshurafat H. The effect of a firm’s internal
factors on its profitability: Evidence from
Jordan. Investment Management and
Financial Innovations. 2021;18(2):130-143.

Onubedu G, Yusuf KM. Finance and firm
productivity in Africa: Background study
from world bank enterprise survey data;
2018.

Available:http://cseaafrica.org/wp
content/uploads/2018/03/Finance-And-
Firm-Productivity-In-Africa-new.pdf

Fakih L, Ghazalian P, Ghazzani. An
empirical analysis for the manufacturing
sector in the MENA region, Journal of
Economic  Studies, Emerald Group
Publishing. 2020;41(5):672-695.

Osinubi TS, Amaghionyeodiwe LA. foreign
private investment and economic growth in
Nigeria, Applied Econometrics and
International Development. 2010;10(2):10—
22.

Obwona MB. Determinants of FDI and
their impacts on economic growth in
Uganda, African Development Review.
Blackwell Publishers, Oxford UK.
2001;13(1):46-80.

Jeleel A, Olayiwola B. Effect of leverage on
firm performance in Nigeria: A case of
listed chemicals and paints firms in
Nigeria. Global Journal of Management
and Business Research: D Accounting and
Auditing. 2017;17(2):1-9. Online ISSN:
2249-4588 & Print ISSN: 0975-5853
Hamza SM, Suman SS. the impact of
ownership structure on firm performance: a
study on bombay stock exchange in India.

21

33.

34.

35.

36.

37.

38.

39.

40.

41.

International Journal
Business Management.
ISSN: 2289-4519

DOI:10.24924/ijabm/2018.04/v6.iss1.21.38

Lawal OD, Agbi ES, Mustapha LO. effect
of ownership structure on financial
performance of listed insurance firms in
Nigeria. Journal of Accounting, Finance
and Auditing Studies. 2018;4/3:123-148.

Aihie JA, Asekome MO. Ownership
structure dominance, risk taking and bank
performance in Nigeria. Journal of Finance
and Economic Research. 2016;3(1):20- 26.
ISSN: 2251-015X

Ajide KB. The Role of governance on
private investment in Nigeria: A preliminary
analysis, Central Bank of Nigeria
Economic and Financial Review. 2013;51.

Blundell R, Bond S. Initial conditions and
moment restrictions in dynamic panel data
models, Journal of Econometrics.
1998;87:115-143.

Yao KAP, Drama BGH. Governance, FDI
and private domestic investment in West
African economic and monetary union
(WAEMU).  Journal of International
Business and Economics. 2019;7(1):1-10
ISSN: 2374-2208(Print), 2374-
2194(Online).

Available:https://doi.org/10.15640/jibe.v7n1
al

Okewale JA, Mustapha OA, Aina GO.
Ownership  structure and  financial
performance of quoted food and beverage
firms in Nigeria, Kampala International
University (KIU) Journal of Social
Sciences. 2020;6(2):263-273. ISSN: 2413-
9580

Goedhuys M, Janz N, Mohnen P. What
drives productivity in Tanzanian
manufacturing firms:  Technology or
institutions? Oxford review of economic
policy. 2006;22(4):483-498.

Gongalves D, Martins A. The Determinants
of TFP growth in the Portuguese
manufacturing sector, GEE Papers from

of Accounting &
2018;6(1):1-13.

Gabinete de Estratégia e Estudos,
Ministério da Economia. 2016;(62):
1-9.

Uwuigbe U, Olusanmi O. An empirical
examination of the relationship between
ownership structure and the performance
of firms in Nigeria. International Business
Research. 2012;5(1).



42.

Okike and Nnaemeka; SAJSSE, 11(4): 9-22, 2021; Article no.SAJSSE.71245

George EO, Oseni JE. The relationship
between electricity power and
unemployment in  Nigeria. Australian
Journal of Business and Management.
2012;2(2):10-19.

43.

Muftaudeen 00, Hussainatu A.
Macroeconomic policy and agricultural
output in Nigeria: implication for food
security. American Journal of Economics.
2014;4(2):99-113.

© 2021 Okike and Nnaemeka; This is an Open Access article distributed under the terms of the Creative Commons Attribution
License (http://creativecommons.org/licenses/by/4.0), which permits unrestricted use, distribution, and reproduction in any
medium, provided the original work is properly cited.

Peer-review history:
The peer review history for this paper can be accessed here:
http://www.sdiarticle4.com/review-history/71245

22



