CAPITAL STRUCTURE AND PERFORMANCE OF
QUOTED CONGLOMERATES FIRMS IN NIGERIA

BY
Tajudeen, LAWAL
M.SC/ADMIN/4417/2010-2011

Being a Thesis submitted to the School of postgraduate
studies, Ahmadu Belo University, Zaria in partial
fulfillment of the Requirements for the award of Master of
science (M.sc) Degree in Accounting and Finance.

Department of Accounting

Faculty of Administration
Ahmadu Bello University

Zaria- Nigeria

January, 2014



DECLARATION
I hereby declare that the thesis is based on my original work except for quotations and citations

that have been duly acknowledged. I also declare that it has not been previously or concurrently

submitied for any other Master’s programme at Ahmadu Bello University, Zaria or other

institutions.
R Y oH)cally
Tajudeen LAWAL Signature & Date



CERTIFICATION

This research titled *Capital structure and performance of Quoted Conglomerates Firms in

Nigeria,” by Tajudeen Lawal meets the regulations governing the award of the degree of Master

of Science in Accounting and Finance of Ahmadu Bello University, Zaria, and is approved [or its

contribution to knowledge and literary presentation.

Prof. Bayero A § Muhammad
Chairman, Supervisory Committee

Dean, School of Postgraduate Studies

AN e A

-

Signature

Signature

ii

Signature

Date

Date



DEDICATION
This Thesis is dedicated to my late wife and sister Lateefat AbdulAzeez Lawal and Madina

Lawal . May their souls rest in perfect peace. Aameen.



ACKNOLEDGEMENT
All praises and gratitude to Almighty Allah, for His kindness and for allowing me to meet with

many wonderful people, who with His grace, have had helped me tremendously in the successful

completion of this research work.

First and foremost I would like to use this opportunity to appreciate and thank my supervisor
Professor Bayero, A. S. Muhammad, for his valuable advice, guidance and support throughout
the preparation of this research, apparently made this a reality. Also, I thank my second

supervisor Dr Hassan Tborahim for his contribution to the success of this research work.

I am also indebted to the programme coordinator, Dr Salisu Abubakar for his tremendous advice.
I am also grateful to the following members of staff of the Department of Accounting for their
valuable contributions toward the successful completion of this programme, first of all Dr shehu
U. Hassan, Dr Ahmad Bello, Dr S§. Mamman, Mr Luka Mailafia, Mal Jibril Yero, Mal Mutalib
Anifowose, Mal Nasir Yunusa Mal M.S. Tijjani, Mal H. Karigi and finally to the Head of

Depariment Dr Ahmed Bello Dogarawa.

[ am also grateful to the members of my immediate family. My children, Nana Fatima and
Muhammad Awwal for the immense support given to make this research work a success. I am

also indebted to my big brother Mal Lukman Lawal who is the brain behind me being enrolled



for this programme. To him I say a big thank you. I am also grateful to my entire family

members in general for the support given to me during the course of this programme.

[ am also grateful to the following people for both the moral and financial support given to me
during the course of this programme; Mal Abdulkareem Ismail, the Director KA] New era
international school Zaria; Mal. Abdulmalik Ibrahim Dogara, H.Q.D. Department of Accounting
Nuhu Bamalli Polytechnic Zaria; Hajia Medinat [shola Godwin Ukeh; Luka Dennis; Alexandra

Michael, Mal Salahudeen Saheed and John Abbah.

Finally, [ am grateful to my course mates, close {riends and well wishers who have helped me

sincerely and had brought joy and new light to my life.

vi



ABSTRACT
This study investigates the impact of capital structure on the performance of quoted
conglomerates firms in Nigeria by analyzing the relationship between financial performance
measured by return on asset (ROA), earnings per share (EPS) and net margin (NM) with Short
term debt and long term debt. Two variables also identified in literature to have influence on
firm performance, namely size and efficiency are used as control variables. The study covers
seven (7) conglomeratesfirms in Nigeriafor the year 2002 through 2011. Panel datafor the
selected firms were generated and analysed using Generalised least square (GLS) with the
application Random effect regression model as a method of estimation. The study reveals that
short term debt has significant negative impact on all the three accounting measure of
performance studied. The result also reveals that long term debt has significant negative impact
on both return on asset (ROA) but not significant with respect to earnings per share (EPS) and
net margin (NM). The study concludes that capital structure has significant negative impact on
financial performance of quoted conglomerates firms in Nigeria for the period under study.
Therefore, it is recommended that quoted conglomerates firms in Nigeria should reduce debt

levelsin their capital structure so as to enhance their financial performance.
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CHAPTER ONE

INTRODUCTION
1.1 Background to the Study

Financial managers world over are Taced with four primary decisions in an organization.
I'he decistons are financing or capital mix decision. liquidity decision. investment
decision and dividend decision. These  decisions  are ol great  importance 1o
organizations because the sarvival and growth of the organization depends on them.
However, of these decisions. capital siructure decision is seen to be the most important
because every other deciston lies on how a firm plans its capital mix decision. Capital
structure is one of the most important reference theories in enterprises  financing polics
and the topic continues to d.eep researchers pondering over the yvears. Many researches
have been conducted on capital structure and performance both in developed and
cmerging cconomies. hoewever, the area s still receiving greater attention from
researchers. The dectsion on capital structure is fundamental for any  business
organization because of e need  to maximize returns to the variouws stakeholders and
alse because of fact that such decision has great impact on the firm™s ability 1o deal with

compeitive enviromment.

An appropriate capital sicticture is very mmpoitant because any wrong mix of capital
structure deciston may be aangerous for 2 1irm becanse a high levered company may be
operating at u risk becavse ¢ the need o pay inierest and the fear thiet bond holders may
call for their principal or even the fcar that the sharcholdas will loose their decision

rights. At the same time. @ company that desire growth will have to leok outward to



source for finance for their finms so as 1o ensure growth. Theretore, for any firm that
desires growth, it has to plan an appropriate linancing mix for its organization.
Appropriate financing decision which may influence firm’s performance 1s therefore
essential tool for the achievemem of organization objectives and with the use of
balanced capital structure. stakeholders such as sharcholders and debenture holders may

have higher rate of return on their investinents.,

The argument about capital structure started in the carly 19505, Modigliani and Miller
(1958) suggest that in the perfect market. financing strategies do not affect the valie of
firm and its future performance. Modighiani and Miller demonstrate that if a company s
investment policy is taken as given, then in a perfect world  that is o world without
taxes, perfect and credible disclosure of all information and transaction costs associaied
with raising money or going bankrupt. the extent of debt in a company’s capital
structure does not affect the firm's value. However, Modighiam and Mitler (1963) later
amended their imtial argumient in which they argued that firm value can be increased by
changing the capital structure because ol tax advantage of debts. However, Jensen and
Meckling (19706). proceed 1o the contrary and demonstrate that the amount of leverage
in firm’s capital structure attect managers choice of operating activities and that these
activities in turn atfect the performance of the firm. In the same vein. Mvyers & Majluf
(1984). argue that since all firms manager try w0 get optinal capital structure with least
possible cost, this led in 1984 to the emergence of pecking order theory. The theory
suggest that there is no an optimal capital structure for a firm. according w these theory

since there is asymmetry information between managers and nvestors. Theretore to
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minimize this asymmetry information managers prefer o finance using retained

earning, debt and equity respectively.

Ever since Jensen and Meckling (1976) acknowledge the possibility of this influence.
rescarchers have conducted numerous studies thar aim to explain the relationship

between capital structure decisions and performance of tirms.

Capital structure and the impact on performance have been investigated lor many years,
but researchers have found different results with different contexts (that is the findings
of the studies are mixed and inconclusive). Accordingly. there is no speaific results,
which can be generalized on the extent of the relationship between capital structure and
firm performance. thus there is a need for constant new research in different context for
achieving a more complete understanding for the dynamics of the capital structure and
firm performance interplay. Therefore. this study secks to examine the impact of capital

structure on performance of quoted conglomerates finms in Nigera.

l2 Statement of the problem

The choice of an appropriate financing mix constitute a critical decision for the survival
and growth of any business organization not only because of the need to achieve the
desired goal of the organization, but also because of the unpact such informed decision
play on the performance of an organization in a competinve environment. The survival
and growth of firm need resources but the sources of financing these resources is

limited. Therefore, it is fundamental and important for orgamzation to take appropriate

lad



capital structure decision so as to vield maximum return to the various stakeholders in
an organization and hence the need to examine the impact capital structure decision

plays on the performance of firms.

The literature examining the performance imphications of capital structure choices is
immense in developed economies tike USA and Europe. among them are Berger and
Bonacorsi (2002), Zeitun and Tian (2007). However. to the best of our knowledge. few
researches is empirically carried out about such implications in developing economies
like Nigeria. They include Omorogic and Erah (2010) Capital  structure  and
performance in Nigeria: Onaolapo and Kajola (2010) examine the eflect ol capital
structure performance ol listed non financial lirms in Nigeria and find o negative
relation between capital structure and return on equity (ROE Y and return on assctt ROA).
Salawu (2009) studies the impact of capital structure and performance in Nigeria and
concludes that profitability presents a positive correlation with short term debt and
equity and inverse correlation with long term debt. Dare & Folorunso (2010) examine
the effect of capital structure and corporate performance of petroleum industry in
Nigeria and conclude that there i1s positive relationship between corporate performance
and capital structure. lorpev & Kwanum (2012) examine the effect of capital structure
on the performance of manufacturing firms in Nigeria and conclude that there is no
relationship between capital structure and corporate performance. The gap which we
intend to fill in this study is the measurement of debt/leverage ratio by many researchers
in Nigeria as a ratio ol 1otal debt to 1otal asset which is considered as inappropriate

measurement ol leverage (Welch, 2011). Another important point which differentiate



this study from the previous studies is the time frame that is considered most recent.
The data used by most of these studies only covered up to the yvear 2007 but this study

covers from 2002 1o 2011,

More so, since researchers investigate the relationships between capital structure and
performance in different sectors in Nigeria and there is nothing specifically in the
conglomerates firms to the best of our knowledge. it is theretore imperative o study the
firms in this sector. Hence. this research explores the extent to which debt allects tfirm
performance in this sector. In addition. it is interesting to dilferentiate short term debt

and long term debt effects since they have different risk and return proliles.

[.3 Objectives of the study
I'he main objective of this study is to examine the impact of capital structure on the

performance of quoted conglomerates tirms in Nigena. Specilically the objectives are:

1. To examine the impact of capital structure on performance using return
on assets {ROA) of quoted conglomerates firms in Nigeria.

1. To examine the impact of capital structure on performance using
sarnings per share (8PS} of quoted conglomerates firms in Nigeria,

iii. To examine the nupact of capital structure on performance using net

margin (NM) of quoted conglomerates firms in Nigeria,



1.4 Hypotheses of the study

In line with the above objectives of the study. the tollowing hypotheses are formulated
in a null form and tested in arriving at a dependable solution to the problem under
study.

Hoy: Short term debt has no significant impact on return on Assets (ROA) ol quoted
conglomerates firms in Nigeria.

Hoz: Long term debt has no significant impact on return on assets (ROA) ol guoted
conglomerates firms in Nigeria.

Hoj: Short term debt  has no signtficant impact an carnings per share (EPS) of quoted
conglomerates firms in Nigeria.

Hoy: Long term debt has no significant impact on carnings per share (1PS) of quoted
conglomerates firms in Nigeria.

Hos: Short term debt has no  significant impact on net margin (NM) of gquoted
conglomerates firms in Nigeria.

Hog: Long term debt has no significant impact on net margin (NM) of guoted

conglomerates firms in Nigeria.

1.5 Scope of the study

I'he study is undertaken to examine the impact ol capital structure on the performance
of quoted conglomerates tirms in Nigeria. The study covers a ten year period from 2002
to 201 1. The choice of the period is predicated upon the fact that the Nigerian economy
witnessed a lot ol transformation during this period. It is a period known as pre and post

consolidation era as well as global financial ensis period.

¢



The study used return on asset (ROA). net margin (NM) and earning per share (EPS) as
proxies for performance of quoted conglomerates firms in Nigeria. Also. the study used
the ratio of short term debt to total capital and long term debt o total capital as proxies
for capital structure. Also. two control varlables SIZ1D and EFFICIENCY which is
natural logarithm of total asset and cfhiciency which is the ratio of total turnover o total
assel of the sampled firms were used i this study. Our choice ol these variables is
motivated by the assumption that these mdicators may have diflereny imlerpretations

regarding firm’s performance sinee researchers use different performance variables.

1.6 Sigpificance of the study

Choosing appropriate capital structure is a critical decision to {nancial managers of
organizations, This s as a result of the bnpact that sueh deeision may play in
maximizing returns to the various stakeholders in the organization. The sharcholders are
rewarded with high returmn on equily and consequently high dividend. The debenture
holders on the other hand expect a tixed. high and timely tntetrest payment on the loan
given to the organization, 1liis study will be of signilicant importance o a great numbuer
of individuals; the debenture holders will find the result uselul by knowing if the
company they granted loan to can pay as at when due. Also, shareholders will find the
result useful by appreciating the link between  capital  structure and  [inancial

performance of companics they are committing their fund mito,



The study will also help manager of the organizations to make good decisions on the
proportions of capital structure to use in their firms. The creditors of the organization
may also benefit from the contribution ol the study. They would have the knowledge on
how performance is affected by capital structure decision of an organization and thereby
taking decisions on whether to invest in such company or not and whether to continue
having business relationship with them or not. The policy formulator will also find the
result of this study useful. This is in the arca ol formulating appropriate policies for
firms in the area of linancing decision. The government through its agent will also
benefit from the findings of this study. The central bank as agent of government can
make it mandatory on the commercial banks to reduce their fending rate so as to reduce

interest rate 1o borrowers as a result of the findings of this study.

The study will also be of great significance o students. rescarchers and academia who
will want to develop future research on this subject matter and it will contribute in

filling the gap that exist in the body ol existing lterature.
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CHAPTER TWO
LITERATURE REVIEW

2.1 Introduction

This chapter reviews the existing literature on the impact of capital structure on the
performance of organizations. It starts by examiming the concepts of capital structure
including definitions. It also goes on to explain the concept of performance. The review
of empirical research on capital structure and performance is also discussed. Finally. the
chapter explains the theories/theoretical framework underpinning the concept of capital

structure and performance.

22 The Coneept of Capital Structure

Capital structure has been defined by different authors and scholars. Sa'ad (2010)
defines capital structure as the way a firm finances its assets through the combination of
equity. debt. or hybrid securities. In short. capital structure is a mixture of a company’s
debt (long term and short term. common equity and preferred equity. Pandey (1999)
defines capital structure as the amount ol debt level relative o equity on the balance
sheet. It is a snapshot of the amount and type of capital that a firm has access to and the
financing methods it uses 10 conduct growth mitiatives such as Research and
Development in acquiring asset. Rizwan. Nawas. & Akram (2011). define capital
structure as how the company finances its entire operations and expansion by utilizing
different financial sources whether it is from equity. debt capital and other form of
capital such as vendor financing. Vendor {inancing is a process of selling goods and

products before paying the bill to the vendor.

9



According to Phansamon ef ol (2012, p.6) Capital structure refers to mix of debt and
equity capital maintained by a firm with different sources of funds. particularly to the
long-term funds/capitals. They contend that it is a framework, which shows how equity
and debt is used for financing firms operations. According to Olokoyo (2012, p. 20)
capital structure represents the major claim to a corporation’s assets. This includes the
different types of both equitics and debt liabilities a firm employs in its business

operations.

Olokoyo (2012) defines short term debt as liabilities of a firm whose repayment is
within a year. Short term debt can be defined as an account shown in the current
liabilities portion of a company’s balance sheet (Dictionary.com). This account is
comprised of any debt incurred by a company that is due within one vear. The debt in
this account is usually made up ol short term bank loans taken out by a company. Frank
and Goyal (2003) define short term debt as all labilities, which are required 10 be
discharged within one year. They cover those obligations whose liquidation is expected
to be made out of current assets. On the other hand. long term debt includes all
liabilities other than short term debt and sharcholders™ equity (Frank& Goyal, 2003).
They can also be described as loans and obligations with a maturity of longer than one
year usually accompanied by interest payments (Dictionary.com). Olokoyo (2012)

defines long term debt as habilities of a firm whose repayment exceed one year.

1)



2.3 The Concept of Corporate Performance

Authors agreed that when conceptualizing performance, once has to differentiate
between an action {that is behavicural) aspect and an outcome aspect of performance
(Campbell 1990, Campbell. Mccloy. Oppier and sager, 1993, Kamfer 1990 Roe.1999) as
cited in Sonnentag and Michael (2001} According to them, the behavioural aspect ,
refers to the consequence or resull of the individual behavior. The outcome aspect
described behaviours which may results in outcomes such as number of engines
assembled, pupil’'s reading proficiency. sules figures and so on. According to
dictionary.com, financial performance is defined as a subjective measure of how well a -

H

firm can use asset from its primary modc of business and generate revenues. The term is

also used as a general measure of a firm’s overall financial health over a given period of !

time, and can also be used to compare similar firms across the same industry or to !

compare industries or sectors in aggregation. It can also be referred o as the business -

independent criteria to assess it overall outcomes, in relation to its own goals.

Zeitun and Tian (2007), explain the concept of performance as a controversial issue in

the linancial stralegy of most corporate organization due to its multidimensional :
meanings. Performance measures are cither financial or organizational. Financial ;
performance such as prolit maximization. maximizing profit on assets, and maximizing
shareholders benetits are core of firms’ effectiveness (Chakravarthy, 1986). Operational
performance measures such as growth in sales and growth in market sharve, provide a
broad definition of performance as they focus on the factors that ultimately lead to "
financial performance (Hofler and Sandberg 1987, as cited in Zeitun 2007).

" . XNy M —— AP
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Another way of measuring corporate performance according to Heng and San (2011)
are productivity, profitability, growth or even customer satistaction. They comtend that
these tools are closely related. Barbosa and Louri, (2005), opine that financial
measurement is one of the wols which indicate the financial strengths, weakness,
opportunities and threats. These financial measurements are return on investment (ROI),
residual income (RI1). carnings per share (EPS). dividend yield, price carning ratio

(PER). book value per share and so on.

It is important to note that how a firm performance can be measured may be atfected by
the objective of a firm that could allect its choice ol performance measures and the

development of the stock and capital market.

The most commonly used performance measure proxies are return on asset (ROA),
return on equity (ROE) or return on investment (ROI). These performance measure
proxies are termed as accounting measures. However, there are other measure of
corporate performance called market performance measures. such as price per share to
the eamings per share (P/E), market value to book value of equity and Tobin's Q. All

these can be referred to as the financial measures of performance.

Mubaraq (2005) opines that there are many measures of performance based on non-
financial information as not all activities of an enterprise are capable of being expressed

in monetary terms, and financial statements only are not adequate to measure all aspect



of performance. The following points are what he termed as non-financial measures of
performance: staff turnover. training time per employee. number of production stoppage
through strikes. absenteeism and accidents, number ol complaints received, number of
costumers and suppliers. output per employee. production lead time. adherence to

quality and product quality.

e  Return on Assets (ROA)
"ROA is a good internal management ratio because 1t measures profit against all of the
assets an organisation uses to make those carmings. Hence, it is a way to evaluate the
organisation’s profitability. performance, and elfectiveness. It is also more appropriate
here because division managers seldom get involved in raising money or in deciding the
mix between debt and equity.” (Kristy & Susan, 1984). ROA provides good information
about a firm’s financial performance in terms of using assets to create income. It shows
the percentage of profit that a corporation earns in relation to its overall resources. Thus,
it is considered as a measure of efficiency. A firm with high ROA means that it is good
at translating assets into profits, Therefore, it is also called a profitability or productivity
ratio (Casteuble, 1997). ROA is generally seen as a stable financial performance ratio.
For this reason, an increasing ROA indicates that a lirm generates more profitability

while a decreasing ROA indicates that a firm generates less profitability.

s Earnings per share
Earnings per share represent the portion of a company’s profit allocated to each

outstanding share of common stock. Earnings per share serve as an mdicator of a



company’s profitability. Earnings per share are used for the purpose of evaluating the
prices of company’s shares and it gives an idea of its growth in earnings over the years.
Earnings per share enable comparison to be made between the company’s earnings and

its dividend payouts.

e Net Margin (NM)
Net profit margin is a ratio derived from the operating income section of an income
statement compared to sales. Net margin is obtained by dividing profit before tax by
sales and this shows how efficiently the company is able to generate profits from its
primary opéerations. I'his measurement is especially useful to investors wanting to see

how profitable and stable the company operations are.

I'he modern theory of capital structure began with celebrated paper of Modigiliani and
Miller (1958). They suggest that in the perfect market. financing strategies do not altect
the value of the firm and future performance. Modigiliani and Miller demonstrate that if
a company’s investment policy is taken as given, then in a perfect world, a world
without taxes. perfect and credible disclosure of all information and no transaction costs
associated with raising money or going bankrupt the extent of debt in a company’s
capital structure does not affect firms value, However. Maodigiliant and Miller (1963)
later amended their initial argument. They argue that firm value can be increased by

changing the capital structure because of the advantage of debis.

14



However, Jensen and Meckling (1976) proceed 1o the contrary and  demonstrate that the
amount of leverage in a firms™ capital structure affect managers” choice of operating
activities and that these activities in turn aftect the performance of the firm. Jensen and
Meckling argument is that managers do not always run the firm to maximize returns to
shareholders. They may adopt non-profitable investments. even though the outcome is
likely to be losses for shareholders. They demonstrate that if debt is included in the
capital structure of an organization. it will reduce the agency contlicts between manager
and shareholders by constraining or encouraging managers to act more in the interest of’
shareholders. In the same vein, Myers and Majluf (19843, argue that since all firms
managers try to get optimal capital structure with least possible, cost. this led in 1984 to
the emergence ol pecking order theory. The theory suggests that there is no an optimal
capital structure for a firm. according 1o this theory. since there is asymmetric
information between managers and investors. Therefore, to minimize this asymmeltry
information managers prefer o finance using retamed earnmgs. debt and  equity

respectively.

The two classical publications of Modigiliani and Miller (1958&1963) triggered a
stream of studies and hypotheses over time that contributed to the classification of the
capital structure puzzles and since then there has been a lot of theoretical and empirical

studies on capital structure.

.....
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2.4 Review of Empirical Studies

The study of the relationship between capital structure and performance is a topic that
has received great attention from scholars in the field of linance. The aim of this section
therefore is 10 review those work as follows: The proxies ol capital structure are
reviewed separately in order 10 sec the effect of cach debt level on the performance of

the firms under study.

2.4.1 Capital structure and firm perlformance

Phuong and phung (2013} examine the mmpact of capital structure on the firm
performance ol Vietnamese listed firms. The study concluded that debt levels including
short term. long term and total debts have a significant negative impact on firm
performance measured by Tobin's Q. ROA and ROL. The finding is quite surprising as
most studies that used market measure of performance Tobin's Q do have positive
performance. Tianyu (2013) studies the comparison of impact from capital structure to
corporate performance between Chinese and Furopean listed Birms. The study tested the
impact from capial structure to firm performance of period 2003-2012 in German and
Sweden on one hand and China on the other. T he study concluded that capital structure
has a significant negative effect in China, Whereas the study showed that capital
structure has significant positive effect on performance in 2 European countries before
financial crisis in 2008, The finding ol the study may be as a result of the nature of data
available in the studied countries. Salteh. Ghanavati, Khangah and Khosroshahi (2012)
examine the impact of capital structure on the performance of 28 lranian companies

listed in Tehran Stock Exchange. The study used ROA, RO, EPS, MBVR and Tobin’s

16



(Q as measures of dependent variables and short term debt, long term debt and total debt
10 total assets and total debt to total equity as measure of capital structure. The study
concluded that capital structure has significant positive impact on ROE. MBVR and
Tobins Q. The finding is in line with the proposition of agency theory and this may be
as a result ol the market measure of performance used. The study also reported that
capital structure has significant negative impact on ROA and EPS. This finding may be
as result of accounting measure of performance used in the study. OloKkoyo (2012)
examines the impact of capital structure on firm performance ol Nigerian Jisted lirms
from 2003-2007.The study concluded that capital structure has negative impact on firms
accounting performance ROA. Whereas the study showed that all leverage measures
have a positive and signilicant impact on Tobin's Q. This finding is 1 line with the

expectation of agency theory.

0C0C04-3511

o

Skopljak (2012) examines the impact of capital structure on firm performance in the
financial sector of the Australian Authorised Deposit-taking Institutions. The study
showed a significant and robust quadratic relationship between capital structure and
firm performance of Australian ADIs. It further explained that at relatively low levels of
leverage. an increase in debt leads 1o increased profit efficiency hence superior bank
performance. However. the study also explained that at relatively high levels of
leverage, increase debt leads to decreased profit efficiency and bank performance. Odita
and Osuji (2012) examine the impact of capital structure on the financial performance
of non-financial firms listed on the Nigerian Stock Exchange from 2004-20]0. The study

concluded that capital structure has negative impact on ROA and ROE. This Tinding



may occurred as a result of accounting measure of performance used in the study. if

market performance measures had been used, it may have shown something different.

Awunyo and Badu (2012) conduct research on capital structure and performance of
listed banks in Ghana and the result revealed a negative relationship between capital
structure and performance measured by return on equity (ROLE), return on assets (ROA)
and Tobin's Q of the banks. The study was carried out on histed banks in Ghana. The
financial industry description of capital structure is quite different from that of other
sectors, therefore the findings may not be applicable 10 other sectors. Soumadi and
Hayajneh (2012) examine the impact of capital structure on corporate performance off
public Jordanian firms. The study concluded that capital structure has negative impact
on the performance of the studied firms. This finding could be as a result of the number

of years used in the study.

Bistrova, Lace & Peleckiene (20113 examine the influence of capital structure on Baltic
corporate performance. The study covered the time period of Tour years (2007 to 2010)
and sample data of 36 blue chip companies listed on the Baltic stock exchange. The
result discovered positive relationship between stock performance and sulticiency of
equity capital. Beside they tind an inverse relationship between the level of debt capital
and profitability. The study only covered five year periods. The findings of this study
may have shown some thing different if the numbers of years used in the study are
increased. Rizwan et al (2011) conduct research on the relationship between capital

structure and firm performance of textile sector in Pakistan. The result showed a



positive relationship between capital structure and firms™ performance and equity ratio.
Oke & Afolabi (2011). conduct research on the effect of capital structure and industrial
performance in Nigeria lor the period of 1999 1o 2007 and the results revealed a
positive relationship between firms™ performance and equity financing and also a
positive relationship between firms’ performance and debt-equity ratio. Furthermore.
the results show a negative relationship between firms”™ performance and debt linancing.
The tirms under study were picked from all the sectors and only five companies were
chosen. The findings may be bias as a result of the fact that data for five companies may

be too small to generalize for the entire sectors.

Onaolapo et al (2010). conduct research on a sample of thirty non-financial firms listed
on the Nigeria stock exchange during a seven year period 2001-2007. They found a
negative relationship between capital structure and firms performance measure in
accounting measure. Cheng (2009) studied the relative eflects of debt and equity
financing on the operating performance of firms and the findings showed that high cash
flow firm. debt finance and debt financing have signilicant negative consequence for
operating performance. Madan (2007) examines the role of financing decision in the
overall performance of companies and concluded that while leverage seems o be
working well for few categories of companies. it is aflecting some others negatively.
Haung and Song (2006) find a negative correlation between leverage and performance
(using earnings before interest and tax to total assets in China firms). A study carried
out by Zou and Xiao (2006) on financing behavior of listed Chinese firms conclude that

a negative relationship between profitability and firm leverage exists.
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Phillipsé& sipahioglu (2004) study the performance implications ol capital structure of
the quoted UK organizations with hotel imterests. The result revealed no significant

rclationship between the level of debt found in the capital structure and financial
performance. The study was conducted in the UK, the lending rate by the banking |
industry may have had a significant impact on the outcome of the findings. Gleason et
al (2000) examined the relationship between performance and leverage by using return
on asset (ROA). The results indicated that total debt has a significant negative influence

on performance.

2.6.2 Short term debt and firm performance
Phansamon & Yalcin (2012) study the influence of short term debt on the performance
of Swedish listed firms. The study revealed that short term debt has a significant impact
on the fum performance measured by return on investment (ROI), return on equity
(ROE} and return on asset (ROA). Similarly, Amjed (2012} examines the elfect of short
term debt and performance of firm in the chemical sector of Pakistan. The study :
revealed that there 1s significant positive impact between short term debt and
profitability. Also the study revealed that there is negative relutionship between short -
term debt and return on equity (ROE) and rewwrn on assct (ROA). Khan (2012)
examines the cftect of short werm debt on the performance of selected firms in the
engineering scctor of Pakistan ¢conomy. The results revealed that there is a negalive
and significant relationship between short term debt and firm performance measured by

return on assct (ROA). gross prolit margin (GM) and Tobin's Q. The result also showed
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that there is an insignificant negative association between short term debt and return on
equity (ROE). The study covercd only one sector, if more sectors were included. the
findings may have shown something different. lorpev and Kwanu (2012) examine the
impact of short term debt on the performance of some selected manutacturing firms in
Nigeria and concluded that short term debt has a significant negative impact on return
on asset (ROA) of the firms under study. However the result showed a negative but
insignificant impact between short term debt and gross protit margin (GM). The study
concentrated on the use of accounting measures of performance, if market measures of

performance such as Tobin's Q were introduced, the findings may have been different.

Ahmad, Abdullah & Roslan (2012) examine the impact of short term debt on the
performance of chemicul and industrial sectors of Pakistan, The results reported that
there is a significant negative relationship between shorl term debt and return on equity
(ROE). The results also revealed that short term debt has significant positive impact on

return on assel (ROA). Umar. Tanveer, Aslam & Safid (2012} examine the impact of

~7 - current liabilities on the performance of Pakistan top 100 consecutive companies in

Karachi stock exchange. The results revealed that current liabilities huve ncgative
impact on earning before interest and taxes (EBIT). return on asset (ROA). earning per
share (EPS) and net profit margin (NM ). The study used current liahilities as capital
structure measures. Capital structure measures may have been wrongly used, because
any kind of liabilitics could be included which actually are not source ol financing.
Gatsi (2012} examined the impact ol short term debt on Ghanian banks. He concluded

that short term debt posttively intluences profitability of the selected banks.
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Nour (2012) investigates the impact of capital structure on the performance of
companies in the Palestine stock exchange. The results showed that there is no
relationship between short term debt and return on equity (ROE). return on asset
(ROA), earnings per share (EPS) and Tobin's Q. The result also showed that there is a
negative and statistically significant relationship between short term debt and MBVR.
The study covered only five year period. The number of years may be considered as
small to make generalization. Uwalomwa and Uadiale (2012). examine the relationship
between capital structure and linancial performance of firms in Nigeria and concluded
that significant positive relation exist between short term debt and return on assets
(ROA). Only one performance measure was used, at least two or three performance
measure should have been used in study of this type. Shubita and Alsawallah (2012)

report a significant negative relationship between short term debt and profitability.

Prahalantan and Ranjani (2011) examine the impact of capital structure choice on the
performance of listed companies in Colombo stock exchange Sri Lanka. The results
revealed that short term debt has a significant negative impact on gross profit margin.
The result also revealed that there is no significant relationship between short term debt
and firm performance measured by return on equity (ROE) and return on asset (ROA)
respectively. Koptleuova. Tang and Tleubayev (201 1) examine the impact of short term
debt on the performance of Malaysian economy and concludes that short term debt has
a significant negative impact on firm’s accounting performance. The study also revealed

that short term debt has a negative influence on market performance measurements.

71



Saeedi and Mabhmoodi (2011} examine the puopact of capital structure on the
performance of selected 320 firms in the [ehran stock exchange. The study coneluded
that short term debt has positive impact on carning per share (EPS) and Tobin’s Q. The
results alse showed that short term debt has no relationship with relurn on equity
(ROE). Where as the results show a significant negative relationship between short term
debt and return on asset (ROA) The result is impressive and supports the argument of
agency theory. Premkanth und Lingesiga (2011), [ind no relationship between short -

term debt and return on equity (ROL) of listed manufacturing companies in SriLanka.

Heng ¢ «f (2011) investigate the relationship between capital structure and corporate
performance of 49 Malaysian Construction companies, The study found that short term
debt has a significant negative impact on earnings per sharc (HEPS). Manawaduge,
Dezoysa,Chowdhury and Chandarakumara (2011) examine the impact of short term
debt on firm performance in Emerging economies. The study concluded that short term
debt is negatively related to {irm performance. Doan and Nguye (2011) examine the
relationship between tirm characteristics, capital structure and operational perlormance
of a sample of 427 companies listed on the Viethamese stock exchange and found that
- short term debt has signilicant impact on operational performance. Ahmad (2009)
examines the impact of short term debt on the performance of Malaysian {irms and
concluded that there is no significant relationship between short term debt and return on
Cequity (ROE) and return on asset (ROA)The asymmetric level of information in

“emerging economy may brought about this findings.
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Salawu (2009) examines the impuact of short term debt on the performance of some
listed non-financial firms in Nigeria. The results indicated that profitability presents a
positive correlation with short term debt and equity. Ebaid (2009} in his study on the
emerging market economy of Ngypt finds that short term debt has insignificant
relationship with performance measured by return on equity (ROE) and gross profit
margin (GM).The result also showed that short term debt has significant negative
impact on return on assel (ROA). The nature of data presented and used for study in
emerging market most at times resulted in a kind of {indings that is supported by
theories. Zeitun ¢f «f (2007) find that short term debt has significant negative
relationship with return on assct (ROA) and profitability of listed firms in Jordan listed
firms. Whereas, the results showed that short term debt has no significant impact on
MBVR. However, the result showed that short term debt has significant positive impact

on Tobin's Q.

Abor (2007) linds positive relationship between short term debl und return on asset
(ROA) in small and medium enterprises in South Africu. The study also find that
negative relationship exist between short term debl and return on asset(ROA) und gross
profit margin(GPM) ol the listed firm in Ghana. Abor {2005) finds that short term debt
has significant positive impact on return on equity (ROE) of the firms in Ghana,
Mesquita and Lara (2003) conclude that short term debt has a significant positive
relationship with performance. Majmudar and Chibber (1999), examine capital structure
and performance of transition economy and concluded that short term debt has a

significant negative relationship with performance.
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2.6.3 Long Term Dcebt and Firm Performance

Khan (2012) finds that there is an msignificant relationship between long term debt and
return on asset (ROA) and return on cquity (ROE). Where as the results reported a
significant positive relationship between long term debt and gross margin (GM) and
Tobin’s Q. Phansamon ef «/ (2012) report that there is a negative and significant
relationship between long term debt and return on asset (ROA), return on mvestment
(RO} and return on equity (ROEY.Ahmad (2009) concluded that long term debt has
significant positive relationship with return on assct but not with return on equity
(ROE). Amjed (2012) concludes that there is a significant negative relationship between

long term debt and {irm performance measured by return on equity (ROE) and returm on

asset (ROA).

Nour (2012} in his study finds that long term debt has no significant impacet on all the
performance measured by return on equity (ROE), return on asset (ROA}), earning per
share (EPS), MBVR and Tobin's Q. This findings is contrary to theoretical believe,
however the technique of data analysis used in the study may have resulied in the

findings. Umar ¢/ «f (2012) conclude that long term labilities have positive impact on

return on equity(ROE). Long term liabilities are not defined and wrong findings muy

have been reported due (o wrong measures of capital structure, Uwalomwa ef af (2(112),
find that long term debt has significant negative impact on return on assets {ROA)
Shubita ¢r «f (2012), {ind that significant relationship exist between long term debt and

~ prolitability,
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Prahalantan er a/ (2011) examine the impact of long term debt on the performance of
listed companies in the Colombo stock exchange Sri Lanka. The study revealed that
there i1s no relationship between long term debt and firm performance measured by
return on asset (ROA) and return on equity (ROLE). Sacedi ¢f ¢/ (2011) find that there is
positive correlation between long term debt and earning per share (EPS) and Tobin's Q.
The results also reveal that there is negative and significant relationship between long
term debt and return on asset (ROA). However the results report that there is no
relationship between long term debt and return on equity (ROE). The result is

impressive and supports the argument ol agency theory.

Heng ef af (2011) investigate the relationship between capital structure and corporate
performance of 49 Malaysian Construction compamies. The study tound that long term
debt has a significant positive impact on carnings per share (1PS) and return on capital
(ROC). The study also revealed that long term debt has no significant impact on net
margin (NM). Manawaduye er af (2011) conclude that long term debt is negatively
related to firm performance. Joan ¢f al (2011) examined the relationship between firm
characteristics. capital structure and operational performance of a sample of 427
companies listed on the Vietnamese stock exchange and tound that tong term debt has
significant impact on operational performance. Premkanth ¢ «f {2011). conclude that
significant negative relationship exist between long term debt and return on equity

(ROA).
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Ebaid (2009) reports that there is no significant relationship between long term debt and
all three performance measures used in his study that is return on asset (ROA). return on
equity (ROE) and gross profit margin (GM). Zeitun ¢t «f (2007} find that long term debt
has significant negative impact on return on asset (ROA) and profitability of firms in
Jordanian firms. Whereas. the result showed that long term debt has no significant
impact on Tobin's Q and MBVR. Abor (2007) finds that long term debt has significant
negative impact on Ghana firms. Whereas, the results show that long term debt has

significant negative impact on return on asset (ROA ) of listed firms in South Africa,

Abor (2005) finds that long term debt has significant negative impact on return on
equity (ROE) of Ghananian [irms. The findings of the study may be as a result of the
nature of capital market in developing economies. Mesquita ¢r «f (2003) find that long
term debt has no significant relationship with performance. Majmudar er al (1999)

report that significant negative relation exist between long term debt and performance.

From the above. it can be seen that various researchers have contributed 1o the debate
on capital structure and performance. Most of them are derived from the experience of
developed economies. They include Zeitun and Tian 2007: Mesquita ¢f o/ (2003 ): Rajan
& Zingales (1995); Berger and Bonacorsi (2002). Also. some studies were conducted in
developing economies and include Nour (2012); Sacedi & Mahmoodi (2011); Awunyo

& Badu (2012) Rizwan e af (2011) and so on.



However, to the best of our knowledge few researches has been conducted in this area
of study in Nigeria and include Kajola & Onaolapo (2010); Omorogic & Erah (2010);
Salawu (2009); Akintoye (2008); Dare & Folorunsho (2010); Simon and Afolabi
(2011), Onimisi (2011) lorpev & Kwanun (2012}, However, because of the peculiarity
of capital structure decision in a company and the fact that to the best of our knowledge
nobody has actually carricd out research on capital structure and performance of
conglomerates {irms in Nigeria, there is the need to proceed with this study so as to
know how capital structure particularly short term debt and fong term debt affect the
performance of this sector. The study adopts the estimation procedure used by Awunyo

& Badu (2012) but with difference in scope, contexts and scctor of study.

2.5 Theorices of capital structure
Various theories have been advanced by scholars to explain the financing patterns of
firms. These theories include: agency cost theory. Pecking order theory. trade off

theory, Modigiliani &Miller (M&M) theory. However, these theories have been subject

" of considerable debate duce to inherent controversics in thent. The controversies in the

various theories being propounded to inform such all tmportant decision {urther make
capital structure decision crucial. 1lence, capital steucture decisions are very important,
particularly in relation to performance of a [irm in terms of profitability and value of the
equity. The following are somc of the theories of capitul structure.

o Modigiliani &Miller Theorem
Modigiliani and Miller {1958) most famous theories of capital structure, the irrelevance

theory is considered the basis of modern corporate finance. 1t can be concluded that the
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M&M (1958) seminar paper open [loor for debale into capital structure. In their
proposition, they arguc that, cupital structure has no impact on the firm’s total value
assuming that economy is tax free. there 15 no agency cost and problem of asymmetry
information. In reality. the financial market they assumed do not exist in the real life

situation even as their theory was used as that time.

® Agency cost Theory
Jensen and Meckling (1976) who are founders ol the ageney cost theory, subsequently
defined agency relationship inside the firm as: "A contract under which one or more
persons (the principal) engages another person (the agent) to perform some service on
their behalt” which involves delegating some decision making authority to the agent™,
According to the agency theory. the way of professional management style, which is the
separation of ownership and management may result agency contlicts that is caused by
insufficient work effort of manager, indulging in perquisites, choosing inputs or outputs
according to onc’s preferences. Due w these reasons, o lrm may fail to maxtinize is
valuc. The theory suggests that choosing best/optimal capital structure may mitigate
agency conflicts and decrease agency cost. Therefore, uccording to the theory, high
leverage/debt ratio help a firm to reduce its agency cost and mitigate agency conflicts.
This debt ratio also encourages managers to act more in the interests of shareholders, As
a result, the firm’s value ncreases. The contribution of agents cost theery is that
leverage firms are better for shareholders as debt level can be used for monitoring the

mangers. Thus, higher leverage is expected to lower agency costs, reduce inefficiency
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and thereby lead to improvement in firms’ performance (Jensen. 1986, 1988 and

Akintoye 2007 ).

e Pecking order Theory
The so called pecking-order theory or pecking-order hypothesis was developed by
Stewart Myers in 1984, as a way of describing the corporate finance behaviour that he
has observed and based on that he pointed out three major points that corporate finance
managers tends to adhere to and that is highly relevant for capital structure choices. The
theory suggests that there is no an optimal capital structure for a firm. according to this
theory. since there is asymmetric information between managers and investors.
Therefore, to minimize this asymmetry information managers prefer to finance using
retained earnings, debt and equity respectively. - 44
OU U U 4 iJ 5 1 l
Myers ranks different securities based on their perceived riskiness, with going from
straight debt on one end of the spectrum, through common stock on the other end. Thus
it is argued that corporate financing behaviour are a result of information asymmetry
and that investors are under informed about the value of projects within a company for
instance, leading to that the company surrenders a substantial amount of a projects net
present value to the investors. when utilizing external financing. particularly external
equity financing. This is because the cost of debt financing is smaller than equity
financing, as the differences in the market's and the management valuation of it are

smaller than in the case of equity financing. To avoid getting into this scenario with

A



external financing however, it is argued that companies maintain financial slack at all
times. thus being able to internally finance its profitable projects. The theory predicts

that there is a negative relationship between debt usage and profitability.

The theories that underpinned this study are the Pecking order and the agency cost

theories.



CHAPTER THREE
RESEARCH METHODOLOGY
3.1 Introduction
The purpose of this chapter is to present the methodology adopted in this study. The
chapter spells out the nature of the rescarch design employed in the study, population of
the study, sampling procedure and sample size, method of data collection. the
techniques of data analysis variable measurements, model specification and lastly the

justification for the method and techniques used.

32 Research Design

The study adopted correlational research design as it attempt 1o find the relationship
between capital structure and performance of quoted conglomerates firms in Nigeria.
Capital structure is proxied by short term debt (STD) long-term debt (LTD). Two
control variables SIZE and EFFICIENCY are used in the study. Performance on the
other hand which is the dependent variable is proxy by return on asset (ROA). carnings
per share (EPS), and net margin (NM). Each independent variable along with the
dependents variable was measured separately for the sampled conglomerates lirms in
Nigeria. The motive of studying short term debt and long term debt separately is to

ivestigate the impact of different type of financing options minutely.

3.3 Sources and Method of Data Collection
Basically there are two sources of data collection. These are primary and secondary

sources of data collection. For the purpose of this study only secondary source are



utilized. The method of data collection employed is also secondary. This comprise of
annual reports and. financial statement of the sampled conglomerate firms in Nigeria for
the period of 2002-2011, and the Nigeria Stock Exchange fact books 2005, 2009 and

2011 editions.

34 Population of the study

The population of this study comprises all conglomerates firms in Nigeria that are
quoted on the Nigerian Stock Exchange as at 317 December, 2011, As at 317 December
2011, a wotal of eight conglomerates firms are quoted on the Nigerian stock exchange.
The study is restricted to Conglomerates lirms industry keeping in view the fact that
financial structure is an industry specitic phenomenon thus leading to ditterent financial
structures for different industries.

3.5 Sampling Procedure and Sample Size

By sampling procedure and sample size. we mean the number choosing out of the
population to represent the entire population. Therefore, for the purpose of this study
some filters were employed in arriving at the sample of the study. The following filters
were applied to obtain the sample for this study (i) the firms to be selected into the
sample must have been quoted on the Nigeria stock exchange prior to the year 2002, (i)
the firms to be selected into the sample must not have any missing data on the stock

exchange fact book or their official websites during the period under study.

N
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After the application of the above filters. seven firms were selected as sample of the
study. The firms are: A.G Leventis (Nigeria) Ple. Chellarams Ple. John Holt Ple. PZ
Cussons Nig ple. SCOA (Nigeria) Ple, UACN and Unilever Nigeria Ple. The only firm
that was left out is Transnational Corporation of Nigeria and the reason is that it was

incorporated in 2004 and quoted on the Nigerian stock exchange in 2006.

3.0 Technique of Data Analysis

The nature of data involved in a research normally determines the tool to be adopted for
analysis. For the purpose of this study. Generalized Least square regression (panel
regression) technique was used with the application of Stata 10, 1-Statistical package.
The regression model took the form of the Fixed Eftects Model and Random Effects
Model. The usual identification tests and the Hausman Chi-square statistics for testing
whether the Fixed Effects model estimator is an appropriate alternative to the Random
Etfects model is also computed tor each model. After test for Hausman specification,
the test preferred we used the randon effect.  The ratonale behind random effects model
is that, unlike the fixed effects model. the variation across entities is assumed 1o be
random and uncorrelated with the predictor or independent variables included in the
model. Thus, an essential assumption for selecting the random-effect estimation is that
the unobserved heterogeneity should not be correlated with the independent variables. It
is argued that if the researcher has the course to believe that differences accross the
entities has some influence on the explained variable. then the random effect regression
should be used. The role of the Hausman test is to check for strict exogeneity. I no

correlation is tound. random effects should be emploved but if correlation exists. fixed-



effects should be employed. Descriptive statistics as well as correlational analysis of the

data were also carried out.

3.7 Variable Measurement

The purpose of this study is 1o examine the refationship between capital structure
choices and firm performance. Performance measures and capital  structure are
dependent and independent variables. respectively.  Three financial  performance
mdicators including ROA, EPS and NM arc used as proxics of firm performance.
Furthermore. two measures of leverage including the ratio of short-term debt 10 total
capital (STD) and the ratio of long-term debts 1o total capital (LTD) are employed. In

addition, size and efficiency of the firm. are considered as control variables.

Where:

ROA;; = ratio of afler tax profit to total asset of firm i in period 1

EPS;, = ratio of after tax profit to total number of ordinary shares i issue for firm 1 in
period t

NM;, = ratio of pre-tax profit 1o 1otal turnover (net sales) for firm i in period 1.

STDTC;, -~ ratio of short term debt 1o total capital of firm 1 in period t

LTDTC; = ratio of long term-debt to total capital of firm i in period

SIZE;, = natural logarithm of Turnover (Jog of wrnover)

EFF; = ratio of turnover to total asset of firm i in period t.

e
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Dependent Variables

We used three accounting based measurements of financial performance as dependent
ariables. which are return on asset (ROA), earning per share (EPS) and net margin
(NM) to determine tirm performance. These are the most commonly used performance
measure proxies. These accounting measures represent the financial ratios from balance
sheets and income statements. In the literature, a number of rescarchers used these
accounting based measurements of financial performance such as Majumdar and
Chhibber (1999). Abor (2005). Furthermore, we chose more than one proxy for
performance in this thesis because we wanted to investigate whether the independent

variables explained the performance measures at the same level or not.

Independent variables

We used measurements of capital structure as independent variables according o our
research objectives. Concerning the independent variables, we employed short-term
debts and long-term debts as a ratio of total capital. In the [iterature, many researchers
use leverage ratios as measurements of capital structure, such as Kyerehoah &Coleman
(2007). Abor (2005). Abor (2007}, Titman and Wessels (1988} In addition, Rajan and
Zingales (1995) state that choosing independent variables depends on  research

objectives.. Below. are the ways we measure our independent variables:

Short term debt (STD)
Following Welch (2011), Kyercboah and Coleman (2007) and Abor (2007) short term

is calculated as short term debt divided by total capital.



Long term debt (LTD)
Based on Welch (2011) and Abor (2007). long term debt is calenlated as long term debt

divided by total capital.

According to Welch (2011). measuring leverage as linancial debt to total asset (FIYAT)
is an incorrect measure, but he does not advocate the use of once best suitable.
appropriate measure of leverage. He contends that a universal best measure may not
even exist, but might depend on the question being asked. He however suggests two
ways of measuring leverage.

i. The total liabilities to asset (LT/AT) ratio (balance sheet leverage). He
concludes that this measure of leverage correctly indicates more leverage when
either the firm’s financial or non-financial lLiabilities are higher.

ii. The financial debt to total capital (FIDD/CP). He concludes that the denominator is
financial debt plus equity. However for the purpose of this study. the second

definition given by Welch is adopted

Control Variables
After forming both dependent and independent variables, we planned to control the tirm
characteristics by using the factors potentially influencing performance which are | firm

size and efficiency.
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Firm Size

The measure for firm size is varied such as by the total number of employee. the amount
of total assets (Arcas & Bachiller, 2008) and the natural logarithm of total assets
(Cassar & Holmes. 2003 and Degryse. Goelj. & Kappert. 2010; Ebaid. 2009). In this
study, we used the natural logarithm of total assets for measuring firm size. as it is

firmly established in previous research.

Efficiency

Most of the empirical study conducted showed that efficiency is positively and
significantly related to fiem performance. Besides that, etficiency has a strong
relationship with sales. Thus in this study efficiency is used as a control variable in the

relationship between debt and firm performance.

3.8 Model Specification

This study assumes a linear relationship between capital structure  (independent
variable) and performance (dependent variable) of Conglomerates firms in Nigeria. The
study also assumes that the performance of Conglomerates firms in Nigeria is affected
by its capital structure decision. Therefore, o reveal the relationship between capital
structure and performance of the selected firms. the estimation procedure used by
Awunyo & Badu (2012) was adopted with slight modification in the contents of
measurement of variables.
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Where:

i is performance measure ( Return on asset (ROA), Earnings per share and net margin
(NM)

a; = refers 1o time — invariant firm specific effects

31 - beta coefticient

Xy = the independent variables and control variables

¢; = random disturbance or error term.

ROA ;= potpy STDTC AL TDTCHBSIZE+ BsEFF ot ¢y o..... Model 1
EPS i, = oty STDTC AL TDTCHBSIZE+ BsEFF+ ¢ ....... Model 2

NM ;, = o+ STDTCHBLTDTC, + BSIZE + BsEFEF,+ ¢ ....... Model 3

3.9 Justification for the method used

I'he study used Generalised least square (GLS) regression as tool of analysis because it
involves three dependent variables. two independent variables and two  control
variables. The reason behind the choice of multiple regression techniques is that it
reveals the actual impact the independent variables have on dependent variables. In this
study, multiple regression is the better tool that can clearly bring out the impact of
capital structure decisions on the performance of the selected conglomerates firms in
Nigeria. The study also used correlational research design in order to actually find and
explain the degree to which the independent varable correlated with the dependent

variables used in the study.



CHAPTER FOUR
DATA PRESENTATION, ANALYSIS AND INTERPRETATION

4.1 Introduction

This chapter presents the data presentation. analysis and findings of this study. The
hypotheses formulated are tested in this chapter in order to determine the impact of the
independent variables on the dependent variables. The descriptive analysis of the
variables under study is also presented in this chapter that is the description of the
dependent variables and the explanatory (independent and control) variables in terms of
mean, standard deviation, minimum, maximum, skeweness and  Kurtosis.  The
correlation analysis which discloses the strength of the relationship between the
dependent variables and the independent variables as well as the control variables is
also presented in this chapter. Lastly the outcome of the robust random regression

analysis, which represents the main findings of the study is presented.

4.2 Data presentation

This section presents the data used in the study upon which the analysis i1s based. The
data collected are in respect of return on asset (ROA) earnings per share (EPS). net
margin (NM). short-term debt. long-term debt, size and efficiency of the selected

conglomerates firms in Nigeria. For the detailed data. see appendix 5

4.3 Descriptive Statistics
Table 4.1 and below provides a summary of the descriptive statistics of the dependent

variables and the explanatory variables (independent and control variables) tor the firms
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under study. This sample consists of seventy (70) observations derived from annual
reports of seven (7) quoted conglomerates firms in Nigeria for the year 2002 through
2011.

Table 4.1:  Descriptive statisties of the Variables

"__\-;;iihlt__ Mean [ Std dev. | Min. T M. Skeweness | kurtosis Sovalid '
ROA | 0.0612] [ 0934503 | -0 2325 ’ 03173 | 0718 3399 70 I
P 046043 | 128669 s4272 13967 233 9754 1] i
NM 008926 ] 01356 0).2407 ‘ 0638 | 1073 AU | 0 I
— ‘___ — e S | . i
STD 0G.303726 13 3465304 ) INN) 15790 | 465 ' 1 781 T
LD UH?I)ZH_| 00625375 | D000 | 03046 461 12001 70 ;
N I S | .
| S121 69973ED [ D AISKIN2E | 64484 77337 f R -1 T
"} |',", ' "1 348ED i 06215307 ’ 03271 f Y677 [® W4 4752 | 0 [
-

Source: o_ufput_ui'dutzi ;mal'}'sisv by author (2013) using Stata

Table 4.1 showed that return on assets (ROA) for the sampled firms has an average of
about 6% and a standard deviation ol 9%. The return on assets (ROA)Y measures how
effective the firm is utilizing its assets in making earnings. That is carning per unit of a
given asset. The ratio of 6.12% indicates that for every NI100O invested in asset. the
average return is NO.1 2K, this is a relatively low accounting performance indicator. This
confirms that the quoted conglomerates firms in Nigeria are not performing very well
with regard to utilization of asset which averages 6.12%. The highest ROA is 31.7%

and the lowest return on assets (ROA) is -23.25%.

The table also revealed the average carnings per share (EPS) to be 46% and the standard

deviation is 128%. The EPS with the average of 46% suggest a remarkable average
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performance of the firms in respect of amount of investment by sharcholders. It
indicates that an average of M46 was carned by shareholders on every N100 invested..

The minimum EPS is -5.4272. while the maximum EPS is 3.3967.

The table also revealed. that average net margin (NM) is about 9% while the standard
deviation is 13.5%. The result indicates that only N9 was carned as profit before tax on
every N100 by the sampled firms. This means that the firms are not generating enough
profit on their sales. The highest net operating margin (NM) is 63.08% while the lowest

NM is -24%.

Short-term debt which 1s measured as the ratio ol short term to total capital has an
average ol 30.3% while the standard deviation is 34.6%. The result indicates that 30%
of the finance of quoted conglomerates firms in Nigeria comes from short term debt.
The maximum STD is 157% while the lowest STD 15 0.000. The average long term debt
(LTD) which s measured by the ratio of long term debt to total capital is 2.62% and its
standard deviation is 6.25%. This indicates that only about 3% of the finance of the
sample firms comes from long term debt. The minimum long-term debt is 0.00. while

the highest ltd 1s 30%,

For size (SIZE), which is used as a comtrol variable in this study, measured by nawral
logarithm of 1otal asset. the average reported is 6.99. whereas the standard deviation is
0.358. The highest size is 7.73 and the lowest size 1s 6,44, The result indicate that size of

the firms generate only about 7% 1o their reterns. Also for efticiency which is also used
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as a control variable, measured by sales divided by total asset. which has a mean value
of 1.374 and the standard deviation of 0.621. The maximum value is 2.763 and the

minimum is 0.327.

4.4 Correlation Analysis

Table 4.2 presents a summary of the correlational analysis for the dependent variables
and the explanatory variables (independent and contro! variables) for the tirms under
study. Correlation is a single number that describes the degree of the relationship
between two variables. The sample consists of seventy (70) observations derived from
annual reports ol seven (7) quoted conglomerates firms in Nigeria for 2002 through

2011



Table 4.2 Correlation Matrix of Dependent and Explanatory Variables
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Table 4.2 presents the correlations among the variables. From the table, return on assets
{ -

(ROA) is reported to be negatively correlated with short-term debt and significant at

1%0.ROA is also negatively correlated with both long-term debt (L1TD) and elficiency

(EFF) and significant a1 5% and 10 level respectively. Meanwhile, return on asset

(ROA) is reported to be positively correlated with size (size) and significant at 5%,

A
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The table revealed that earnings per share (EPS) is negatively correlated with short-term
debt (STD) and significant at 1%. The table also reports an insignificant negative
relationship between EPS and long-term debt (LTD). Also. the table reports a positive
relationship between EPS and SIZE and signiticant at 1%. However. the results show a

negative and insignificant correlation between £PS and EFF.

The table also revealed a negative relationship between net margin (NM) and short-term
debt and significant at 1% and also a negative relationship between net margin (NM)
and long-term debt with level of significance at 5%. Also the results show that EFF is
negatively correlated with net margin and significant at 1%, Meanwhile. the results

show a positive and insignificant correlation between net margin (NM) and size.

4.5 Presentation and Discussion Of Regression Results

The three (3) dependent variables ROAL EPS and NM were regressed separately against
the explanatory variables and the results are presented in the table 4.3 Using
Generalised Least square (GLS) method. Two sets of regression were run controlling
for fixed effect and random effect. The outputs which are attached as appendix 4
showed considerable ditference bhetween tined effect (FE)Y and random effect (RE),
thereby casting doubt on the pooled regression results. Therefore. in order to ¢lear doubt
and to determine which of the two results best fit the model. Hausman specification test

was carried out based on the estimates of the two models.



Generally, the null hypothesis in the Hausman specification test is that the preferred
maodel is the RE. The result of the Hausman specification test showed a p-value of
0.7695, 0.2401 and 0.7091 which are not statistically signiticant, Based on the results.
the null hypothesis could not be rejected and RE model was considered as the best litted

maodel.

Diagnostic tests were carried out on the RE results. First, Multicolinearity test was
conducted and the output is attached as appendix 5. The result revealed that the
interacting variables are of harmless colincarity relations. This was followed by
heteroskedacity west. The null in this test is homoskedasicity. The result showed a p-
value that is significant at 1%. thereby indicating the presence ol heteroskedacity.
Normality test for the residuals was also conducted usinig Shapiro-wilk. The result
revealed a p-value that is statistically significant at 1", thereby indicating that the
residuals are not normally distributed. A robust random regression was then run to
correct for the heteroskedacity carlier revealed. A random effects result with robust
standard error was obtained after correction for heteroskedacity and non-normahity ol
residuals, In addition, since the sample psed tor the study was drawn from the same
sector. another test for panel effect using Breusch-pagan | agrangian Multiplier (1LM)
was  conducted to deiermine whether the entities are ol the same or difterent
characteristic and thus decide between random eflect and simple ordinary least square
(OLS) regression. The rule is that il the entities are of the same characteristics. they
would not have o be treated separately since there wounld be no pane! effeet. and thus

00 S regression would have preferred. The nuli hypothests in the LM test revealed a p-
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value of 0.0014 and 0.0346. which are statistically significent. Therefore we uphold ow
random eflect regression model. Based on the new result which is attached as appendix
3. the result of the robust random eflect regression is thus considered as the best fited

model nterpreted i this study.

Table 4.3: Output Of Robust RE regresston analyses

[ | Dependent Variables I

Independent Variables ' Ml{l((i.\j | M2(EPS) M3(NM)
' Short-term debt | -0.1673 | -1.7989 | -0.1652
! | (0l (1LO8S) \ (0027

Long-term debt L -0.33406 | -2.1202 | -0.3878 |
. lm(l‘fh i(ll,l%j; :m_lli‘\]
Size 00125 0.0971 00118
' (0.783) (0825) ((1.839)

|
L fficiency 00361 0.4531 00118
r'm,l?h (C.216) | (0.169)

R Squared within 1 0.285 L0115 L 0.197
| R Squared between | 0.515 L 0.644 | 0814
}| Overall R Squared ;I (1L.382 0.349 L 0,399
"Wald chi2 130,59 4492 750030 ?

Proh.chi2 L 0.000 l 0.000 0,000

b 4
Source: Output of data analysis by author 2013 using stata

Ihe figures in the parentheses above represent the P-values.



4.5.1 Capital stracture and Return on Assets (ROA)

The beta coeflicient of -0.1673 in the wable 4.3 under model 1 (M1 signifies that there
is a negative relationship between short term debt and return on assets (ROA) of quoted
conglomerates firms in Nigeria. The implication of the above results is that short term
debt ratio has a significant negative impact on retun on assets (ROA) ol quoted
conglomerates firms in Nigeria. This result produce evidence that for every one naira
increase in short term debt. there is a decrease in retum on assets (ROA) of gquoted
conglomerates in Nigeria. The finding of the study is in line with our prior expectations
Hypothesis one (1) predicts that short term debt has no signiticant impact on ROA of
quoted conglomerates firms in Nigeria. Based on the p-value of (0.019). we therefore
reject the hypothesis. This inding is consistent with the findings of khan (2012). Jorpey
and Kwanum (2012). Ebaid (2609). hut inconsistent with the findings of Mesquita ¢f af

(20035 and Ahmiad ef qf (2012).

Also. the beta coefficient -0.3346 in the table (M1} signifies thai there is a negative
refationship  between long term debt and  return on assets (ROA} of guoted
conglomerates Hrms in Nigeria. This result produce an evidence that for every one naira
merease i fong term debt. there is a decrcase in ROA of quoted conglomerates tirms in
Nigeria. Hypothesis two (2) of this study prediets that long term debt has no signiticanm
impact on ROA of quoted conglomeraies firms in Nigeria. Based on the p-value of
{0.073) trom the results. we theretore, reject the hypothesis. The results is consistent
with the lindings of Phansamon ¢ «f (2012). Amjed (2012). Sacedi ¢f ai (20115, bt
meonsisient with the findings of Prahalatan ez 4/ €201 1) and Mesquita ef of (2003)

e



The control variables size (S171) showed a negative and insignificant impact on the
ROA of the conglomerates firms in Nigeria. Also efficiency (EFF) used in this study
present a positive and insignificant impact on return on asset (ROA) of the sampled
conglomerates firms, The implication of this result is that both size and efficiency have

no significant impact on return on assets (ROAG of the sampled conglomerates firms.

The result in table indicates that the coelticienc of determination (R7) tor the maodel s
computed as 38%. The R* showed the extent of the explanatory power ol the
independent variabies (short-term debt and long-term debt) and control vanables (size
and cthciency) on the dependent vanable, return on assets (ROA) ol guoied
conglomerates firms in Nigeria. The explanatory variables have the power of explaining
8% of the vanations in return on asset (ROA). the remaining percentage being other
factors not captured in this study. The Wald chi2 and prob.chi2 change are normally
used 1o determine the fitness of a regression maodel. In this study, Wald and prob.chi2
change in model 1 showed 39.539 and 0.0000 respectively. This means that the
regression mode! used in model 1 of this study is 1it at 1% i also indicates that the
epression modell is well fitted and captured important variables that affect the return
on assets (ROA) of the selected conglomerate firms in Nigeria during the period from

2002 through 2011,
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4.5.2 Capital stracture and Earnings per share (EPS)

[he beta coellicient of -1.7989 in Table 4.3 under model 2 (M2 signilies that there s a
negative relationship between short term debt ratio and carnings per share (EPS) of
quoted conglomerates firms in Nigerta. The implication of the results is that as short
term debt ratio rises earnings per share (1PS) of the firms in Nigeria falls. In this study.
hypothesis three (3) predicts that short term debt has no signtficant impact on
performance (EPS) of the firms under study. However. based on the p-value of 0.085.
there is sufficient evidence to reject the hypothesis. The result is consistent with that of
Umar er af (2012). but. inconsistent with the findings ot Nour (20125 and sacedi e af

(2011).

Also. the beta coeliicient -2.1202 the wble under M2 signmifies that long term debt has
negative and insignificant impact on carmings per share (EPS) ol quoted conglomerates
firms in Nigeria. This result produce evidence that whatever the amount ol long term
debt ratio that may be on the finance of the selected firms. it has no impact on their
EPS. The tourth hypothesis predicts that there is no significant impact between long
term debt and EPS. Based on the p-value of 0,132 from lable 4.3, we therefore fail o
reject the hypothesis. This inding is consistent with that of Nour (2012) who reports
that long term debt ratio has no significant impact on EPS of firms in Palestine Stock

Exchange: but. inconsistent with that of Sacedi ¢ o (201 1) and Heng er af (2011).

Like in model 1. the two control vartables used i this study size (SIZE) and efticiency

(LFF) present positive but insignilicant impact on earnings per share (EPSy This



therefore means that size and efficiency have no significant impact on carnings per
share. The result obtned in this study on the control variables is a striking revelation as
in theory size and efficiency are believed to have positive impact on performance of

firms.

As for the extent of the explanatory power of the independent variables (short-term debt
and long term debt) and control vartables (size and etficiency ) in explaining varations
in EPS, Table 4.3 shows that all the explanatory variables have the power ol explaining
not less than 44% of the variations in EPS of the firms. In this study Wald ¢hi2 equals
44.92 and prob.chi2 s 0.0000 tn model 2. This indicates that the regression model 2 of
this study 1s it at 1% 1t also indicated that the regression model 2 is well fined and
captured important variables that atlect EPS of the selected conglomerate firms in

Nigeria for the period under study.,

4.5.3 Capital structure and Net Margin (NM)

Fhe beta coetficient of -0L1651 in Table 4.3 under M3 signifies that there is a negative
reiationship between short term debt and net margin (NN of quoted conglomerates
firms in Nigeria. The implication of the above results is that short term debt has o
significant negative impact on net margin (NM) of quoted conglomerates tinms i
Nigeria. Ty pothesis five (5) predicts that short-term debt has no significant impact on
net margin (NM). Based on the p-value. ol 0.027 we therefore rejeet the hypothesis.,
Phis finding of this study is inconsistent with those of Heng er of (2011 lorpes er ol

(2012 and Ebaid (2009),
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Also. the beta coelticient of -0.3878 under M3 signities that there is a negative  and
insignificant relationship between long term debt and net margin (NM) of quoted
conglomerates firms in Nigeria. The imphicanon ol the above results s that long term
debt has no signiticant impact on aet margi (NM) of guoted conglomerates tirms in
Nigeria. Hypothesis six (6) predicts tha long tenm debt has no significant impact on net
margin (NM). Based on the p-value (0.103) from the results. we theretore. fail to reject
the hypothesis . The above results is consistent with the finding of Heng er af (2011)
who report that long term debt has no significant impact on net margin (NM) of

Malaysian firms.

The control variahle size (SIZE} shows a pesitive and insignilicant impact on the net
margin. Whereas the table shows etliciency has a negative and significant impact on net
margin (NM). The implication of this result s that size has no significant impact on net

margin. whereas efticieney has negative impact on net margin (NM) of the lirms.

I'he result in table 4.3 indicates that the coefficient of determination (R7) for the model
is computed as 50%. The R* showed the extent of the explanatory power ol the
independent variables (short-term debt and long-term debt) and control variable (size
and efficiency) on the dependent variable net operating margin. Table 4.3 shows that all
the explanatory variables have the power of explaining not less than 50% ol the
variations in net margin (NM) of the firms. the remaining pereentage being other factors

not captured in tnis study. The Wald ¢hi2 and prob.chi2 i model 3 showed 50.30 and

g
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0.000 respectively. This means that the regression model used in model 3 of this study
is fit at 1% and this indicates that the regression model 3 1s well fitted and captured
important variables that affect the net margin (NM) of quoted conglomerates firms in

Nigeria during the period from 2002 through 2011,

4.6 Discussions of Major Findings

The main findings of this study as reported in the table 4.3, After controlling for size
and efficiency’s effect on performance. short-term debt is found by the p-value 1o have
negatively and signiticant impact on all three accounting measures of performance
return 1o asset (ROA) carnings per share (EPS) and net margin (NM) used in this study.
The findings of this study is in consistent the findings of Khan (2012), lorpev ¢ «l
(2012). Ebaid (2009}, However. the result is inconsistent with the findings ot Mesquita
ef al (2003, Ahmad ef of (2012). The result is also consistent with the findings of Umar
cf al (2012). who report that current labilities have negative impact on carnings per
share (EPS) and the margin (NM). However, the result is inconsistent with the findings

of Nour (2012,

The p-values also revealed that long-term debt has significant negative impact on return
on assets (ROA). Whereas. the results also reveal that long-term debt has insigniticant
impact on FPS and NM. The result is consisient with the findings ol Phansamon ¢/ ¢/
(2012). Amjed (20121 and Sacedi ¢f of (20115 who report that long-term dehts has
significant negative impact on return on assets (ROA). but inconsistent with the

findings of Prahaiatan er af (2011) and Mesguita ¢f «of (2003) who found no signilicam



relationship between long-term debt and return on asset (ROA). Also the result revealed
that long-term debt has no significant relationship with carnings per share (EPS) of
conglomerates firms i Nigerka. Phe finding here. theretore concur wath the finding of
Nour (2012). but however contrasts with the findings ol Sacedi 7 ¢/ (2011) who report
that Tong term debt has significant positive impact on carmings per share(1-PS) of listed
firms in Palestine stock exchange. The finding also concur with the finding of Heng et
al 2011) who found that long term debt has no significant impact on NM of firms in

Malaysia.

Size wsed as a control variable in this study showed that irm size do not have
stgnificant iapact on the three accounting varables used i the study ROAL EPS and
NM. As for. efficiency it only has significant negative impact on net margin (NM) but
not on return on assets (ROA) and camings per share (EPS). It can be concluded that
both size and efficiency have no sigmificant impact on the performance of the selected

conglomerates firms in Nigeria for the period under study .

4.7 Poliey implication of the study
From the view point of capital structure and 1irm performance. the findimgs of this study
will assistin establishing financial policy guidelines that will guide against the negative

impact of debt Hnancing on performance of conglomerates firms in Nigeria,

Regarding short debt. the finding of negative and significant impact on ROA. EPS and

NM provides substantial evidence to managers and other stakeholders that any increase
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in short term debt ratio and on the firms™ finance leads o decrease i their financial
performance. To help users make an informed decision on the capital of the firms there
is the need to adequately define short term debt. The securities and  exchange
commissions (SEC) can as well formulate a policy in issuing out guidelines Tor sourcing
fund by companies in the capital market which will enhance firms™ performance

positively.
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATION

5.1 Summary

The objective of this study is to ivestigate the impact of capital structure (short-term
debt and long-term debt} en the performance of conplamerates ttrms i Nigeria from
2002 to 201 1. The research problem emanates trom the fact that limited rescarches have
been conducted in Nigeria in this area of study. More importantly. most ol these studies
used incorrect measurement of  capital structure. To o this end our study  used

measurement of capital structure accordimg 1o Welch (201 1),

Iheorencal literature of capital structure especially the M&M theorem. pecking order.
theory and aeency cost theory were reviewed (o provide a sullicient understanding ol
how caphal structure could affect i performance. The concept of capital structure
wits reviewed as well as concept of performanc:. Extensive amaount of related empirical
literatore was reviewed to identidy the proxies and measurement ol capital suucture and
firm perfornanes and many contro} variables used by these studics. As a result. b this
SIEN return onassets (ROA) earmings per share (EPS) and net margin (NM) wore used
as the measares of firm performance. Capital structure on the other hand s prosy by

short-term debi (STD) and long-teem debt (1.1D).

Iwo vartables found by most literatire to have an impact on Hirm performance. namely

size and efficieney were used i this study as control variables,



F'his study covers the conglomerates sectors as defined by the Nigerian Stock Exchange
market. Seven (7) firms were identified as the sample and their Binancial data from 2002
through 2011 were used. Related information was collected from the firms” statement of

financial position. income statement. cash flow statement and notes to the accounts.

Three general pooled regression models were utilized, with cach ol the dependent
variables return on asset (ROA) carnings per share (EPS) and net margin (NMy. 10
examine the impact of capital structure on performance. From the regression results, it
is found that short-term debt has a significant negative impact on performance measures
ROA. EPS and NM of conglomerates firms in Nigeria. Whereas the results reveal that
long-term debt has a significant negative impact op return on assets (ROA). but

insignificant impact on carnings per share (EPS)Y and net margin (NM) of the firms.

52 Conclusion

In line with the findings of this study, the following conclusions are arrived at:

i I'he finding ol this study revealed that short term debt has a significant negative
imnact on ROA, EPS and NM. The study therefore concludes that short term
debt  has  significant negative  impact  on  the  performance ol quoted
conglomerates firms in Nigeria for the period under study.

ii. Ihe findings of this study also revealed that long term debt has o negative
impact on ROA of quoted conglamerates firms in Nigeria The study therctore
concindes that long term debt has significant negative impact on the ROA of

guoted conglomerates firms i Nigeria for the period under studs

S
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i, The findings of this study also revealed that long term debt has no significant
impact on carmings per share (IPS) and net margin (NM) ol the quoted
conglomerates firms in Nigeria. The study concludes that Tong term debt has no
significant impact on EPS and NM of the firms. Firm size and efficiency used in
this study as control variables have no signilicant impact on the performance ol
selected conglomerates firms in Nigeria. The study therefore concludes that the

size and cefticiency of the firms have no impact on the performance of the finms.

5.3 Recommendations

In line with the findings and conclusions of this study. the following recommendations

are offered:

i.  The financial managers of conglomerates firms in Nigeria should reduce the level of
both short term debt and long term debt in their capital structure so as o improve
return on assets (ROA) of their firms.

ii.  The conglomerates firms in Nigeria should also reduce the level of short term debt
in their capital structure in order to have good camings to be paid to the
sharcholders

iii. Also as a result of the negative impact the short werm debt and have on the net
margin of conglomerates firms i Nigeria, it is therelore recommended that they
should reduce the level of debt in their capital structure to enhance positive net

margin.
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Limitations of the study

Ihe following are the limitations pose by this study:

i,

5.5

Fhis study only used accounting measures of performance return on asset
(ROAJ. carnings per share (EPS) and net margin (NM), Hencee. the study does
not consider other measure of performance like market performance measures
such as Tobin's Q. MBVR and price-carnings ratio.

Fhe study covers one sector (conglomeriates firms) histed on the Nigerian stock
exchange market. Therclore, the results for the study may not be necessarily
applicable to other sectors and private firms.

As with quantitative study ol this tvpe. the methodological approach is o
limitation on its own as the guestion of why a relationship may or may not exist

can never be thoroughly answered.

Areas for further study

Based on the focus of this study and limitations there from. the following arcas are

suggested for further study/rescarch.

The same type of research such as this, can be replicated. but with different
performance measures. for instance market measures ol performance such
MBVR. Tobin™s Q and P/ ratio.

As we have observed from the review of related Hterature, in Nigeria context. no
study have been conducted on financial sector. therefore studies should be

conducted in Nigeria to include financial sector.



i Lastly, research on capital structure and performance should also be conducted

on small and medium scale firms i Nigeria,
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APPENDIX 1: LIST OF THE FIRMS IN THE SECTOR
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APPENDIX 2: LIST OF THE FIRMS USED IN THE STUDY
A.G LEVENTIS (NIGLERIA) PLC

CHELLARANMS PLC

JOHUNHOLTS PLC
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APPENDIX 3: ROBUST RANDOM EFFECT REGRESSION

. xtreg roa std lto size eff, re vee(robust)

Random-effects GLS regression
Group variable: id

R-sq: within

= 9.2853

between = 90,5150
overall = 0.3817

Random effects u_i

corr(u_i, x)

rog

std
1td
size
eff
cons

sigma_u

sigma_e
rho

. Xttestd

~ Gaussian

= @ (assumed)

Coef.

-. 167308
. 3346892
-.8125803

.0360859

.1586651

.B5547343
-B6518831
LA2606503

Robust

Std. Err.

.0714959
. 1865797
.B454646
.8265037
. 3450348

{Std. Err.

-2.34
-1.79
-8.27
1.36
.46

Number of obs 70
Number of groups - 7
Obs per proup: min = 10

avg 10.8

max 18
Wald chi2(5) = 39.59
Prob > chi? = . 0000

adjusted for clustering on id)

P>z [95% Conf. Interval)
0.819 -.3074375 .0271786
0,873 -. 7002987 .8318804
8.783 -. 1916893 .0766088
8.173 -.0158604 .BBBB321
8,646 -, 5175986 .8349209

(fraction of variance due 1o u i)

Breusch and Pagan Lagrangian multiplier test for rancom effects

roal id,t]

fstimared results:

Test:

Var{u)

roa

u

)

var

. BDR9209
042485
.8830773

chi2(1)
Preob » chi2 =

= Xb + u[id] + elid,t]

sd -

sgqri(Var)

. 0944503
.P651803
.0554734

10.26
b.0014



. Xtreg eps std ltd size eff, re vce(robust)

Random-effects GLS regression

Group variable:

R-5q:

id
within = @.1153
betwesn = 8,6435
overall = 0.3498

Random effects u_1 -~ Gaussian

corr{u_i, X)

= @ (assumed)

‘ Robust
eps Coef. Std. Err.
std -1.798983  1.843749
1td -2.120168 1.40657
size .897185 .4397357
eff LA531401 3664563
_cons -.24060089  3,052525
sigma_u .58476745
sigma_e L9B278217
rho | . 29555942
. xtteste@

(Std. Err.

-1,72
-1.51
0,22
1.24
-0.08

Number of obs = 70
Number of groups = 7
Obs per group: min - 1e

avg = 18.0

max 10
Wald chiz(5) = 44,92
Prob > chi2 = 0. 0000

adjusted for clustering on id)

P>|z| [95% Con¥. Interval]
8.085 -3.844694 L2467269
0,132 -4,876996 .6366592
9.825 -. 7646811 .9598511
f8.216 - . 2651011 1.171381
8.937 -6.22344 5.742238

(fraction of variance due to u i)

Breusch and Pagan Lagrangian multiplier test for random effects

eps[id,t] = xb + u[id] + e[id

Estimated results:

! var
eps 1.65559
@ . 8158156
u L 341953
Test: Var{u) = @
chi2(1)
Prob > chi2

rt]

sd = sgrt{var)

1.286697
.9827822
.584TB75

B 4.4y
= 9,08346
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. xtreg nm std

Random-effects

Group variable:

R-sq: within
between
overall

Random effects
corr(u_i, X)

om |

std

1td i
size

eft
_cons

sigma u
sigma e
rho

. hettest
last estimates
r(301);

. xtteste

1td size eff, re vce{robust)

GLS regression
id

= 8.1972
- 9.8136
= 0.3995

u i -~ Gaussian

- @ (assumed)
{S5td. Err.
Robust
Coef. Std. Err. z

-.1651577 8747916 -2.21
-.3878855 2388044 -1.63
.B118159  ,@581635 8.20
-.Bb27661  .DAS6E536 -1.37
.1532157  .4887117 8.37

-84368608
-1@598765

Number of obs 2 78
Humber of groups = 7
Obs per group: min = 19

avg = 10.@

max = 18
Wald chi2(5) = 58. 38
Prob > chi2 = 2. 6eoo

P>|z|

0.027
0.103
8.839
0.169
8.7e8

adjusted for clustering on id)

[95% Conf. Interval]

-. 3117465 -. 8185689

-.B542855 .B786745
-.1821825 .1258142
-.1522454 .B267132
- .6a78446 9542759

145221 (fraction of variance due to u i)

not found

Breusch and Pagan Lagrangian multiplier test for random effects

nm[id,t] = Xb + u[id] + e{id,t]

Estimated results:

Test:

Var sd = sqrt(Var)
nm LB183876 . 1356887
@ .011233a4 . 1859877
u . BR19085 LBA36REY
Var{u) = @
chi2(1) = a.04
Prab » chi2 = a.8412



APPENDIX 4 COLLINEARITY, HETEROSKEDACITY
NORMALITY TEST

vif

variable VIF 1/vIF
std 1.45 0.6917064
eff 1.32 0.75781%
sz 1.17 0. 854005
ltd 1.06 0.944997

Mean VI 1.25

. hettest

Breusch Pagan / Cook weisberg test for heteroskedasticity
Ho: Constant variance
variables: fitted values of roa

chi? (1) = 14.07
Proby = chi? 0, 0002

predit e resad
unrecognized command: predil

r{199);

predit e, réesid
unrecognized command: predit

r{199);

. predict e resid
(option xb assumed; frrred values)
too many variables specified

r{103);
. predict e, resid
swilk ¢
Shapiro wilk w test for normal data
variable Obs w v 7 irrobsz
i © }— }_‘h— 4.93612 _1:!1.* __J_,—f!??_l_a.iﬁﬁia'.

kdensity ¢ normal
variable normal not found

r(l1l);
kdensity @, normal

hetrest viest
variahle vtest not found

r(111);

. ovtest

Ramsey RESET test using powers of the Fitted values of roa
Ho: model has no omitted variables

F(3, 6B2) = 3,08
Preb » F - 0.0518
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APPENDIX 5: RANDOM EFFECT, FIXED EFFECT AND HAUSMAN
SPECIFICATION TEST

. xtset id year, yearly
panel variable: 1id (strongly balanced)
time variable:. year, 2002 to 2011
delta: 1 year

xtreg rea std Itd size eff, fe

Fixed-effects (within) regression Number of obs 70
Group variable: id Number o1 proups 7
R-5q: within 0.2939 Obs per group: min = 18
between - 0.2265 avg 10.0
overall 0.2645 e 10
F{4,59) 6.14
corr{u_i, Xb) -8.Bas5 Peoly » 0 ©.60001
1
roa | Coel . Std. Krre, t P2l 195% Coni ., lnterval]
|
std | -.1396724 85120889 -2.73 ©.008 -.2421411 -.0372837
Itd - . 3886093 L 1606143 -2.42 9.919 ~. 7099978 -.B672208
size -.0127818 0544316 -2.23 9.815 -.1216992 0961356
eff 0581796 . 238157 1.93  0.859 -.B021643 .1185235

_cons .1232819 .3942785 2.3 0.756 - 6656675 .9122113
sigma u 05809689
sipma_e .B6518031
rho 44272981 {(fraction of variante due to u i)
F test that all v 1:8; F(&, 59) 4.26 Prob » B.ee13

. est store fixed

. xtreg roa std ltd size vff, re

Random-effects GLS regression Number of obs 70
Group variable: id Numbher of proups 7
R-sg: within . 2853 Obs per group: min 10
between - 09,5150 VR 1.0
overall - 8.3817 mix - 10
Random effects u i ~ Gaussian Wald chi2(a) 28.36
corr(u i, X) - B {assumed) Preb » chi2 a. pppe
roa ] Cort. Std. Err. z (L5 Pl [95%% Conf. Interval]
std ] -. 167388 .8411181 -4,07 @.000 -. 2478824 - BB67337
Itd | = . 3346692 L 1460873 -2.29 8,022 -.b20935 -. 0482833
size -.01250803 8416721 -B.38  D.764 -.894176 LBE91755
ctf .B3I60859 .0232225 1.5% 2.120 - . Be94294 .B816011
Lons -1586651 .299183 9,53 0.596 -, 4277228 . 745053
sigma_u .D5547343
sipgma e DE518831

rho 42806503 (fraction of variance due to v |)

. Bst store random

77



. hausman Fixed random

ltd
size |

Test: Ho:

=

ett [

— Coetficients —

(b)
$ixed

-.1396724
-. 38860893
-.127418
-A581796

ditference in coefficients not systematic

(B)
random

<. 167308

-, 3346092
-.8125003
0360859

(b-8)
Difference
8176356
- . 0540001
- BB882816
.B220938

sqri(diag(v b-v B})

5.E.

.B385337
8667492
.8350177
.8192395%

b = consistent under o and Ha; obtained from xtreg
B » inconsistent under Na, efficient under Ho; obtained from xtreg

chi2(4) = (b-8)"[(V_b-v_B)*(-1)]{b-8)

Probachi2 =

1.82
0. 7695

. Xtreg eps std 1td size eff, fe

Fixed-effects (within) regression

Group variable:

R-sq: within

between
- D.BDBA

overall

ctorr(u_i, Xb)

eps

std l
1td
size
eff
cons

sigma_u
Sipgma e
rho

id

< B.1621

@.0326

-9.4122

Coef.

-. 7387483
-3.641423
- . 208431868

-9629336

8865865

1.1448977
.90278217
61627818

F test that al) u_i«@:

. est store Fixed

Std. Err.

7092702
2,224594
. 7539069

.41769
5.460968

Numbir of obs
Number of groups

Obs per group:

F(8,59)

Prob > F

t [FRIY|

0.302
@.107
8.787
8.025
B.872

min -
avg «
max -

[95% Conf.

-2.157995
-8.892826
-1.712951

+1271379
-18.04079

(fraction of variance due to u i)

F(6, 59)

4.42
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Prob > F

7@
7

i@
le.a
10

1.85
e.e314

Interval ]
.bBA498L
.B@39797
1.304178
1,798729
11.81396

0.0e09



. xtreg eps std lwd slee eofft, re

Random-effects GLS regression Number of obs - 70
Group variable: id Number of groups - 7
R-sq. within = 28,1153 Dhs per group: min = 1@
bétween = @,56435 avg - 10.@
overall = 9.3498 midx = 1@

Random effects u i ~ Gaussian wWald chiz(4) v 14.47
core(u_i, X) « @ (assumed) Prob » chi2 » @.805%9
eps Coef. 5td. Err, 2 Prlz] [95% Conf. Interval)

std | -1.798983 .5517528 3.26 @.em -2.8808399 <. 7175677

1té -2.120168 2.854258 1.83 a.382 -6, 146441 1.9@6104

size (097185 . 5346079 @8.18 @.858 -.97082268 1.164597

eft A531401 LAB77254 1.47 a.lal -. 1499906 1.856271

_cons <. 2406009 3.893537 8,06 8,951 -7.871793 7.399592

sigma u 58476745
sigma_e ,99278217
rho . 29555542 (fraction of varlance due to uw i)

. @st store random
. hausman fixed random

- Coefficlients

. (bh) (8) (b-B) sqrt(diag(v b-v B))
| +ixed random Difference 5.E.

std [ -.7387483 -1.798983 1.868235 .8456828

Itd | -3.641423 -2.120168 -1.521255 8537227

siee | -.2043868 L097185 -.3015718 .5213233

eff -96291336 .4531401 . 5097935 2824359

b « consistent under Ho and Ha, obtained from klreg
# = Inconsistent under Ha, e¢fficient under Ho; obtained from xtreg

Test: Ho: ditferemee in coefticients not systematic
chi2(4a) = (b-B)"|(V_b-Vv B)*(-1)}){b-B)
= 5.58

Probachi2 = .24
(V. b-v B is not positive definite)

79



. xtrég nmostd 10 size eff, fe

Fixed cftects (within) regression Number of obs 70
Group variable: id Number of preoups 7
R-sq: within = 90,2128 Cbs per group: min - 18
between - 9.6478 AVE - 10.0
overall 8.3422 M & 10
H(4,59) 3.99
corer(u_ i, Xb) -8.5816 Prob » ¥ 2.0063
nm | Coet. Std. Err. Pyt |9%% Cont. Interval|
std -.2113671 8832691 2.54 0.014 - 3779883 -, D44746
Ltd \ -.A4388131 2611699 1.68 a.a98 -.9614129 JOBITEGT
size [ .B987487 .B885895 1.12 2,269 -. 8783665 .2758479
eff -.R512846 8498373 1.84 8,381 -. 149328 LB469187
cons -.4555524 6411239 @.71 @.488 -1.738438 .B273335
- L i !
Sigma_u .BR577253
Sipma e L1D59B76S
rho .278@3279 (fraction of variance due to uw i)
F test that all v i=-8: F(6, S9) 1.39 PFrob » F e.2347
. #sl store fised
atreg eps sid Itd sice off, re
Random-effects GLS regression Number of obs 7e
oroup variable: id Number of groups 7
R-s5q: within - £.1153 Dbs per proup: min = 18
between - 9.6439 avg = 10.0
overall - ©.3498 man = 16
Random effects u | ~ Gaussian Wald chi2(4) - 14.47
corrfu i, X) = @ (assumed) Prob » chi2 d 0.ea59
eps ‘ Coef, Std. Err. ¢ v |z) [95% Cont. Interval]
std -1.798583 .5517528 -3.26 e.001 ~2.880399 L 717%677
1td -2.120168  2,054258 -1.83  9.302 ~6.146441 1,996104
size .B97185 . 5446679 0.18 @.858 -.9702268 1.164597
eft | .4531401 L3077254 1.47 a,141 -, 1499986 1.05%6271
_cans -, 24D60RY 3.893537 -8.B6 2.951 -7.871793 7. 399592
sigma_u | .58476745
sigma_e .98278217
rho 29555942 {(fraction ot variance due to u 1)
. Bst store random
Fixed-effects (within) regression Number ol obs 70
Group variable (i): id Number ol groups 7
R-sq: within = 0.2]128 Obs per group: min 10
between - 0.6478 avg 100
overall —0.3422 max 10
1(4.59) 3.99
corr(u i, Xb) = -0.3816 Prob - F 0.0063
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std | -2113671 0832691 -2.54 0.014 -3779883 -
Itd | - 4388131 2611699 -1.68 0.098 -9614129 .0

144746
837867

size | 0987407 0885095 L.12 0.269 -.0783665 2758479
eft| 0512046 0490373 -1.04 0301 - 149328 469187
~cons | 4555524 6411239 -0.71 0480 -1.738438 8273335

sigma u /| .06577253
sigma ¢ | 10598765
rho | 27803279 (fraction ol variance due tou 1)

Ftestthatallu 10;  F(6, 59) 1.39 Prob = - 0.2347

. estimtes store fixed
. estimates store fixed

. Xtreg nm std Itd size efl. re

Random-effects GLS regression Number ol obs 70
Group variable (1) 1d Number of groups 7
R-sq: within = 0.1972 Obs per group: min 10

between  0.8136 dvg 10.0

overall — 0.3995 max 10
Random eftfects u i~ Gaussian Wald chi2(4) 26.56
corr(u 1. X) 0 (assumed) Prob = ¢hi2 (10000

nm| Coel Std. Frr, 2 P>|z| |95% Cont’ Interval]

_____________ B i S i iy o A s S B A i P s A s A

std | - 1651577 0550735 -3.00 0.003  -2730099 -0572155
Itd | -.3878055 222639 -1.74 0.082 -8241699 485589

size| 0118159 0517081 0.23 0819 -0895301 .|
eff | -.0627661 0301358 -2.08 (0.037 -.1218312 -
cons | JI332157 3673544 042 0.677 -5667858
............. O ey i A e S S o e i e S i W e e it e 3 W ey
sigma_u | 04368608
sigma ¢ | 10598765
rho | 145221 (fraction of variance due tou 1)

131618
37008
8732171

CASATHIBE - 7T
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. estimates store random
. hausman fixed random

- C'oeflicients ----

L () (B (b-B)  sqritdiag(V b-V By
fixed random Dilference S.I
............. T 0 e A O i A D A - S - S S
std| -2113671 -.16351577 - 0462094 0624552

Itd | -4388131 -3878055  -0510076 1365343
size | .09R7407 0118159 869248 718346
eft| -.0512046 -.062766] OT15614 386845
b consistent under Ho and Ha: obtained from xtreg
B = inconsistent under Ha. efficient under Ho: obtained from xtreg

Fest: Ho: difference in coetficients not systematic

chi2(4) = (b-BY[{V b-V B) (-1)]ib-B)
2.15
Prob-chi? (). 7001
% e l
guubdadd



APPENDIX 6: EXPLANATORY AND DEPENDENT VARIABLES

ROA
001170823
00044 2606
005842691
00690 1991
(06931695
007917777
0. 0659806006
009330904
D DS2R6684
0 10521785
Q00118224
024140342
012393985
0 12925008
0 18697346
015187734
0 14982146
010705772
OBS 1782
0 1937647
014633221
012148811
013798316
006198787
03314613
005294058
0 1106198
017286841
016119395
01768167
002773128
03500638
003227929
004120751
006113016
003652095
<0 4649754
00510461 |
002664677

I-rs

0 0390624
DOT50T51
D SHTITR
0122862007
0136254207
0 2456806077
0.2 THS4803
033051649
0339275637
1A SURROIR
| OIRRORAID
28425258
1400259643
1382127377
2O0TTSTST
1 DO2693007
2 OIR986THR
1 475129932
09979208 3ty
3 396718352
DAIUIGI258
0617933039
DT12754453
0 561036840
) I6315483
0283803515
6RO 15054
1. UB20TRIO7
1 105020596
1 A5 TI00040
1543686473
D 671782420
(6] 5068804
V441144574
O TIGARYIRG
0265601182
) A6RE2668
O STRIOH M
1306680075

NM
(L0237878
DO230214
00931784
0 1 2R3
B415183
02816874
02943209
03381366
0 1808933
2656236
00910392
11950294
01266463
G 1359578
01403414
0 1637201
DATI0513
01298656
0099309
R ORI
0 10K13K2
01172501
11039314
0103244
-1 0829043
00592262
01 108Y 16
01272652
01314278
0 1458X12
002587374
DII9RTY
00237156
00230742
00219464
(@ 0194066
A GIS5518
DU20RT24

D oi4s1

STINTCAPR
03531323
02371585
DOT146
DO043523
(LTS
00007424
00021133
ISR
0 OO TRS
0 006026
04524499
6.212155
01033802
DOATTT 4
LURIRTES Y
D0618813
2 1m0796
016620
01147893
1}
1567097
012230323
0247397
A HOTRO3
) S82502K
D445112
0 281287)
0. 1545956
0 BROHOS
i
02024347
0 215988
11543023
0427208
0208147
02928648
03610061
02484331
01836532

83

LIINTCAP

008213200

DOBIRTSAS
103853904
004147545
00601738
DO
O01697 363
0

1 DA IRIR

0.0 242002

IU6T77
D.02897R43
[IRTRAL 3
0
DO20R473
GOI29028
DASSTUR
7]

0 10226078

(URI1Y (IR

SIZE

6 A6HKI22
6567
65443479
G A06IR
60371307
HLRISIRS
69415120
H 720N
70349734
701657029
T 006572
TO2243
T HHOT9IS
71378933
7 1386001
72082805
RRRTIUT
72466177
72730831
7 441834
T 0

7 IK7368
7 1940742
7 3K832 84
72700374
7 308027
7 305622
T 3744133
7413892
74921342
b A4L2
t Sat 1449
63370324
6 3876672
6 OIRRAIA
6 THTRIR
6 RTUR20
(TR RS

69207873

(REL
07831877
0 HRRTADT
R TN
R
1) T3URRY
03382184
032710
13824158
05051813
0 8435037
1 2014506
| 3881 140
I 362701
I 2362067
12692003
1 1320393
1 1729589
I 1411065
(WIRTPARE
03422292
1 769051

| 3301076
| K2783T8
(RS IR
$.322352
La70071%
| SU23gdd
1 RTR2950
I RO 7906
1.7621774
1142472
| 7558558
220604 10
21596722
2 A30642
23912253
I BuRy 14
21770897

25647821



0.01345257
00370659
(0. 0060646
A 05650333
02122484
020903167
031730181
008358831
017149373
DOSI21681
0.05391451
0.08327279
0 ORS | 8t
007739114
00952393
0 06883444
DOSI8699]
006501178
0 06383483
000172191
006141124
003624382
05062167
0014705
00024
08171479
0 6BE24
0 DORSRAL2
-0.2117081
-0 10128559
023240200

0215030507
0421161258
D063193486
1 303419649
-1 33513164
1129099307
1 371935335
033373672)
1 092675905
D 32001 SKRSR
0313790608
1 172774541
1 132698006
1 176107851
1 342803557
1 BIDSITR2G
0 BU6OHVISAS
086361279
045437
1 500205422
1 4900808
0 395733276
() SRAKUO82
0 190157548
1008139393
<1 20004831
0 146472706
0218424211
S 42719921
-2 10625423

4 9132599

DRITI863
0427723
DO12974
-HITTS220
-1 2204956
DA4544178
DIBMTL
DI3T6HIRD
02396493
0 0H 39K
DUTTIIY
O 1187108
0 1189337
11166508
01181107
Q092012
(LS LT
LXPARE 1]
DOSA0IR3
01033153
DOT723542
DO1U52035
DOI27055
(0144860
0 GOIV 306
U308
D ODOHIS
00018211
-0 1548278
- OB258Y

-0 20663 1

03632081
04204279
0 5404048
04672524
07257103
06395244
0 107294092
01642668
01226077
OG0T
b ianT?
00357847
B ANT138
1 O24959496
006273
DO234276
(ERYER
0 D3NIRG2
00002573
i

1

L8 ST B2 B
(800734
1 7493527
DRMNTTIHT
1 0647482
LOIDS 28
1 .3790147
1 0223486
nY277751

1013245

0 1660938
029534205
DU3NTS429
DUYO2TIAS
026064915
007071277
0

0
002833195
000246120
GO0I464T77
000065431

0
003373072
(03635482

OUI35280

Source: Output of Data Analysis by Author 2013
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T DO2TREA
B OI13108
6 RIT2503
676240179
66112588
fs 34500042
b AR08
HHITIN
H 6168223
bl 70
6 3802727
7 31K

73725405
14220217
74872721
75802723
T SUGR 15T
76251834
7 6311060
77156102
7 THTARN
6282867
66535084
67919712
H.H7366549
67570162
HIIR]3S2
OHYSTIMN
O RIS
692027

69151359

1 4318279
1 1176051
07293033
17763879
DY6ETY
0 3324985
DYTTTA3
D 6MEHE4
DRII2RAG
1 TRUSIR
D 8S329)
1 OUR2K39
10188776
| B572052
LS
| 1IR30
| AT18K72
| 3631404
1 77516078
1 2062435
1 2133658
J H0iEs
6Tl
20412657
19417002
2 KA
1 SEH0T
21072518
| 845838
20TI60RR

| 17507



APPENDIX 7: DESCRIPTIVE STATISTICS AND CORRELATION ANALYSIS

Descriptive Statistics

N Minimum  {Maximuam Muean ;’JIL‘-i\.'iutinn Shewness Kurtosis
_ St
Statistie Statistic Stulistic Statistiv Nlilistic Statistic |beror Statistic  |Std. Error
{ROA 70 -2323 AT A 3210 94503 [-715 287 2319 566
STD 70 A0 1.5790 303720 365404 1.436 2B7 1781 S00
iL'I‘l') 70 00 346 26235 N625375 30l 287 12,091 L5606
5121 70 H.<48:) 77397 699737500 L 3SRIRDY L3 287 -1009 LS00
EFF 70 3271 26730 13748940 6215267 RIE! 287 =752 L5606
Valid N (listwise) |70
Correlations
Correlations
IR AN SiD 111 SIVE 111
ROA Pearson Coreelation 1 620" -250° 237 -242
Sig. (2-tailed} 000 037 (14 044
N 70 70 7 T 70
8T Cearson ¢orreliion L6207 I 113 S Aog"
Sig. (Z-tailed) 0oy 273 012 000
M g} 70 K] 70 T
LTD Pearson Correlation - 2507 133 1 -2le 086
Sig, (2-tatiled) 037 273 073 479
N iE T T 70 70
SIZE Learson Cotrelation 237 -299° =26 l =004
Sig. (2-tailed} 048 12 U7 974
N 70 70 70 7} T
EFF Peirsen Correlation -2 Aos” {86 004 |
Sig. (2-toiled?} Ud4d 60 479 574
N T 70 k) 70 70

¥ Correlation is sipniticinn a the .01

level (2-tailed).

¥ Correlation is signilivont an the D03 level {2-tailed ).
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Correlations

Correfations

LPS SID 1D 5171 Iy
EPS Pearson Correlation | - 602" - 121 o 1 K0
Sig. (2-taled) LMD 20 i 136
N /! {1 TO ) gl
STD Pearson Correlation - 602" | 133 - 2uy° 168
Sig. (2aabed) ) 73 2 i
N T0) 76} T 70 70
TE— | e e
1.1D Pearson Correls -.12] 133 | iy (186
S 2=t led) Y20 273 073 1749
N 71 70 T T i)
sIZ1 Pearson Correlation 3 pv e Tk 1 14
Sie (2-tinled) {1 ni2 073 7.
N T) 0 ) TM) ()
I ¥ Pearsom Correlation - |84 (T LR - i \
Sig. (2-tailed) 136 (1) 179 Y74
N T0 70 TO (1] Ti)
.

Correlation s stemticant at the LO3 Jeve

Correlation is significant at the 001 tevel (2-tuledy

i 2-tamledd )




Descriptives

Descriptive Statistics

Sl
N Ninmm Naximum Meun Deviatum Shewness [ TTITEEAE
Sid
Statistic Statistg Satisin Stahsing Stakistiv Statshie Sl Brror PStatsig Frron
LS 70) 54272 VAUGT 1611 38 | 2866071 -2 330 87 9.754 ShHity
SED 7H) 1) 1.5790) WIAT726 V650 ]1.456 87 I Sy
LD 1] (RN i 0262133 (625375 (I Y 'R7 12 0oul SHily
SIZ1 70 fy 4484 773147 fH Y9TITSID 1581823 HIT 87 N Sl
Ky 1] 3274 ) 67 36 1 3748990 1 625267 V14 %7 "t Shiy
sValid N (listwise) 70
Descriptives
Drescriptive Statistics
N Mintmum  [Mavimum fMean St Dlevition  IShewness CUTRTEREE
St
Ststistic  IStatistin b TR Statisti SEs Statisti Fryon Statstie ISl B
NM 70 2407 (iKY (80242 1 35637 1.0673 it ¥ | U7H S0ty
STD 0 (HNH) 1.570940) WIRT724 Y6530 1 456 287 .78} St
LD 0 (0 HIE T TARER 23178 A6 2%7 12001 S6iy
SIZ1 6973750
N 6048 7.71347 FSRIRY 300 M7 T Sty
4]
EFI 1. 374894
) 127} 2 673 (215267 3R] 17 52 Sy
1
Vabd N (hstwise) L)
87
AT

€ (SHTTIBR (AT 4




Correlations

Correlations

NM SIHD LD S| k:F1
NM Pearson Correlition | - 8407 24K 134 S08°
Sig { 2-tanled) O iy 21y ()
™ 70 i} 70 Th T
S1D Pearson C orrelition - 54907 | i3 294 168
Sie (2-1atled) {HN) 273 (2 (M)
N 70 T i 70 T()
LTI Pearson Correlation 4N [33 | 26 1481y
St (2-tailed) LR 273 073 179
N T T4 " T 70
SIZL Pearson Correlation 134 - 294 - 216 | 18
Sig ( 2-tnled) LT 012 Tya W7
b T4 " T T N
LEL Pearson Correliion 5087 168" 186 - 104 I
S 1 2-tailedy OO (i 170 074
N 1) T0 ) il T

** Correlation is significant at the 0.01 level 1 2-1iled)

Correlation is significant a the 008 level (2-tailed)

b




