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 Abstract. This study examines the influence of firm characteristics—
specifically, firm age, size, leverage, and liquidity–on the financial 
performance of listed food and beverage companies in Nigeria from 
2008 to 2017. Using an ex post facto research design and panel data 
regression analysis on data collected from 14 firms listed on the 
Nigerian Stock Exchange, the study examined how these organisational 
attributes influence Return on Assets (ROA). Results reveal that the 
model explains 33.53% (R² = 0.3353) of the variation in financial 
performance, with firm size (β = 2.4884, p < 0.0001) and liquidity (β = 
6.0807, p = 0.0204) showing significant positive relationships with ROA. 
In contrast, leverage (β = -0.1359, p < 0.0001) demonstrated a 
significant negative impact, and firm age (β = -0.0465, p = 0.4288) 
showed no significant influence. The study concludes that internal firm 
characteristics play a crucial role in determining the financial 
performance of Nigerian food and beverage companies. It recommends 
that management should prioritise efficient asset utilisation, implement 
strategic growth initiatives, exercise caution in capital structure 
decisions by favouring equity over debt financing, and enhance liquidity 
management to improve financial outcomes. 

Keywords: Firm characteristics; financial performance; firm size; 
leverage; liquidity; firm age. 

 
INTRODUCTION 

Businesses are intentionally created structures 
aimed at achieving defined objectives, primarily 
the maximisation of shareholder value. Company 
performance, in this context, represents the de-
gree to which organisations fulfil set goals, typi-
cally reflected through quantifiable outputs com-
pared to expected targets. Financial performance, 
in particular, serves as a key indicator of an en-
terprise's ability to generate income, realise prof-

its, and enhance shareholder value [1]. A firm's 
performance not only influences its valuation but 
also contributes to broader industry growth and 
national economic development. 

Financial performance has consistently been a 
focal point of scholarly investigation and corpo-
rate strategy, with both researchers and practi-
tioners emphasising its importance due to its 
implications for business sustainability and long-
term viability. High levels of performance indi-
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cate effective resource management, which in 
turn strengthens the macroeconomic environ-
ment [2]. 

Extensive literature has evaluated how internal 
and external attributes, such as leverage, size, 
liquidity, age, and business diversification, affect 
corporate performance. Among these, firm size 
has received substantial attention as a key organ-
isational characteristic. Research [3, 4] highlights 
its significance, as it links size to factors such as 
sunk costs, market concentration, integration, 
and sector-wide profitability [5]. Similarly, lever-
age – defined by [6] as the degree to which firms 
employ debt and fixed-return instruments — can 
influence the dynamics of financial risk and re-
turn. 

Liquidity refers to a company's ability to meet its 
short-term obligations through liquid assets, typ-
ically measured by the current ratio. It reflects 
the firm's efficiency in managing its working cap-
ital [7]. Comparatively, firm age may correspond 
to a decline in organisational agility over time, 
potentially affecting competitiveness, as older 
firms may lose market responsiveness [8]. 

Despite numerous studies examining the effects 
of firm characteristics on performance, results 
have been inconsistent. For instance, authors [9] 
reported a positive relationship between firm 
size and profitability using multiple size and per-
formance indicators. Similarly, the author [10] 
found that larger firms are more profitable but 
less productive. The author [11] observed that 
financially sound and larger firms in the insur-
ance sector tend to hold more private debt. 

In Nigeria, research on this subject has largely 
focused on financial institutions [12]. One of the 
few studies on non-financial firms is that by [13], 
which assessed the impact of firm characteristics 
on listed consumer goods firms. Although it used 
Return on Sales (ROS) as a profitability proxy, it 
covered only the period from 2011 to 2016. 

Given these gaps, the current study aims to inves-
tigate how firm-specific attributes – namely, firm 
age, size, liquidity, and leverage – impact the fi-
nancial performance of listed food and beverage 
firms in Nigeria. 

Research Hypotheses: 

H01: Firm age has no significant impact on the 
financial performance of listed food and beverage 
companies in Nigeria. 

H02: Firm size does not significantly influence 
the performance of listed food and beverage 
firms. 

H03: Liquidity has no statistically significant ef-
fect on the financial outcomes of the companies 
under review. 

H04: Leverage does not significantly impact the 
financial performance of listed food and beverage 
companies. 

 

Literature Review  

This study draws its foundation from the Re-
source-Based Theory (RBT), a strategic man-
agement concept introduced by Wernerfelt in 
1984. Authors [14] describe the RBT as a strate-
gic tool that identifies a firm's competitive edge 
by assessing its unique combination of assets, 
capabilities, and intangible elements. The theory 
posits that firms gain a competitive advantage by 
effectively harnessing and deploying these inter-
nal resources. 

The author [15] elaborates that businesses are 
essentially reservoirs of resources that, when 
strategically combined, give rise to competencies 
capable of driving superior profitability. These 
competencies, once fully developed, become the 
foundation for sustained competitive advantage. 
RBT is particularly useful in explaining variations 
in profitability among companies within the 
same industry, as it emphasises firm-level factors 
rather than sector-wide dynamics. 

From this perspective: 

Financial resources (e.g., capital structure and 
debt levels) are reflected in leverage metrics. 

Liquidity represents the ease with which firms 
can meet short-term obligations, impacting oper-
ational smoothness. 

Physical resources, such as the size of a firm's 
asset base, can be leveraged for scale and effi-
ciency advantages. 

Experience and longevity, or firm age, can con-
tribute to institutional learning, strategic depth, 
and enhanced organisational capabilities. 

Thus, under RBT, these firm-specific factors are 
expected to shape financial performance, posi-
tioning some firms to outperform others even 
within the same competitive environment. 
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METHODOLOGY 

This investigation employed an ex post facto re-
search design, which is appropriate for studies 
examining historical data without manipulating 
any variables. The population for this study con-
sisted of 14 publicly listed food and beverage 
companies on the Nigerian Stock Exchange as of 
December 31, 2017. These firms were selected 
based on the availability and reliability of their 
financial statements over the study period. 

A census sampling technique was employed, 
meaning that all companies in the target popula-
tion were included in the sample, ensuring com-
prehensive coverage of the sector. The study re-
lied exclusively on secondary data, extracted 
from the annual financial reports of these firms 
for the years 2008 to 2017. 

To analyse the data, the study applied multiple 
regression analysis using a panel data approach. 
This statistical method enabled the researchers 
to assess the influence of firm-specific character-
istics—namely, firm age, firm size, liquidity, and 
leverage—on financial performance, as meas-
ured by the Return on Assets (ROA) metric. 

The regression model used in the study is ex-
pressed as: 

ROA = f(FAGE, FSZE, LEV, LIQ)   (1) 

Formally represented as: 

ROAit = β₀ + β₁FAGEit + β₂FSZEit +  
+ β₃LEVit + β₄LIQit + εit   (2) 

 

where ROA – Return on Assets, computed as 
profit before tax divided by total assets; FAGE – 
Firm Age, determined by the logarithm of the 
number of years since incorporation; FSZE – 
Firm Size, measured as the natural logarithm of 
total assets; LEV – leverage, calculated as the ra-
tio of total liabilities to total assets; LIQ – Liquidi-
ty, determined by the ratio of current assets to 
current liabilities; β₀ = Constant term; β₁–β₄ – 
Coefficients of the independent variables; ε = 
Error term; i = Individual firm; t = Period. 

 

This model allowed the researchers to isolate 
and quantify the individual effects of each firm 
characteristic on profitability, facilitating a robust 
analysis of financial performance drivers in Ni-
geria's food and beverage industry. 

 

RESULTS AND DISCUSSION 

Table 1 summarises the descriptive metrics for 
both the dependent and independent variables 
employed in the analysis.  

 

Table 1 – Descriptive Statistics 

Variable Mean Median Maximum Minimum Std. Dev. 
FAGE 27.11450 31.00000 52.00000 0.000000 14.02889 
FSIZE 7.247710 7.600000 8.560000 0.000000 1.474383 
LEV 62.91656 62.48000 305.8000 0.000000 31.77528 
LIQ 0.041221 0.090000 0.380000 -2.300000 0.298756 
ROA 8.643664 7.230000 37.60000 -19.66000 9.783336 

 

Over the ten years from 2008 to 2017, based on 
131 firm-year observations from 14 listed food 
and beverage companies, the average return on 
assets (ROA) was 8.64%. The standard deviation 
of 9.78% reveals a wide disparity in profitability 
levels, with some firms experiencing substantial 
losses (as low as –19.66%), while others record-
ed impressive returns, peaking at 37.60%. 

For firm age, expressed as the logarithmic trans-
formation of the number of years in operation, 
the mean value was 27.11, and the standard de-
viation was 14.03. This highlights significant dif-

ferences in corporate maturity across the sample, 
ranging from newly incorporated firms to long-
standing businesses with over five decades of 
operation. 

Firm size, gauged using the natural logarithm of 
total assets, averaged 7.25 with a standard devia-
tion of 1.47. These figures reveal marked varia-
tions in organisational scale, which, as suggested 
by later regression outputs, may have conse-
quential implications for profitability outcomes. 

In terms of liquidity, the average ratio of current 
assets to current liabilities was 0.04, indicating 
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that, on average, firms had only four kobo in cur-
rent assets for every 1 naira owed in short-term 
obligations. The data ranged from severely illiq-
uid positions (0.07) to firms with healthier li-
quidity ratios of up to 0.38. 

Lastly, the leverage ratio—a measure of the pro-
portion of debt relative to total assets—had a 
mean value of 62.92%. This suggests that, on 
average, debt accounted for nearly two-thirds of 

firms' asset financing. However, the dispersion 
was considerable, with some firms operating 
entirely debt-free (0%), while others exhibited 
extremely high leverage levels, reaching 
305.80%. The analysis that follows seeks to de-
termine the extent to which such variability in 
internal firm characteristics explains differences 
in financial performance among the sampled 
firms. 

 

Table 2 – Regression Results 
Variable Coefficient Std. Error t-Statistic Prob. 

FAGE -0.046498 0.058571 -0.793885 0.4288 
FSIZE 2.488370 0.575393 4.324648 0.0000 
LEV -0.135947 0.025087 -5.419081 0.0000 
LIQ 6.080690 2.589132 2.348544 0.0204 
C 0.172121 3.621990 0.047521 0.9622 
R2 0.335256 Mean dependent var  8.643664 
Adjusted R2 0.314153 S.D. dependent var  9.783336 
F-statistic 15.88667 Durbin-Watson stat  0.569636 
Prob(F-statistic) 0.000000    

 

The coefficient of determination (R²) for the 
model is 33.53%, indicating that the selected ex-
planatory variables collectively account for ap-
proximately one-third of the variation in the fi-
nancial performance (ROA) of the sampled firms. 
The age of food and beverage companies, com-
puted as the natural logarithm of the difference 
between the year under review and the year of 
incorporation, yielded a coefficient of –0.0465 
and an associated p-value of 0.4288. This statisti-
cally insignificant outcome suggests that firm 
longevity does not exert a meaningful influence 
on financial outcomes within the observed 
timeframe. This contradicts the assumptions of 
the Resource-Based Theory, which posits that 
older firms, being more experienced and stable, 
typically outperform newer entrants. The result 
is consistent with the findings [16] but diverges 
from [17]. As the evidence fails to reject the null 
hypothesis, H₀₁ is retained. 

In contrast, firm size returned a coefficient of 
2.4884 with a highly significant p-value of 
0.0000, signifying a strong and positive associa-
tion with return on assets. This suggests that 
larger organisations within the consumer goods 
sector tend to exhibit superior financial perfor-
mance. The result confirms the predictions of the 
Resource-Based Theory, which posits that larger 
firms benefit from economies of scale and broad-

er resource availability. It also supports findings. 
Since the result contradicts the null hypothesis, 
H₀₂ is rejected, validating the alternative. 

Regarding liquidity, measured by the ratio of cur-
rent assets to current liabilities, the model pro-
duced a coefficient of 6.0807, which is statistical-
ly significant (p = 0.0204). This result implies 
that firms with stronger liquidity positions are 
more likely to post higher financial returns. The 
evidence aligns with the Resource-Based Theory, 
which views liquidity as a critical resource ena-
bling smooth operations and resilience. At a 5% 
significance level, the null hypothesis H₀₃ is re-
jected, confirming a significant and positive rela-
tionship between liquidity and firm performance. 

Finally, leverage displayed a coefficient of –
0.1359 with a highly significant p-value of 
0.0000, suggesting that increased reliance on 
debt is detrimental to profitability. This means 
that firms with higher debt loads tend to experi-
ence reduced financial performance. While the 
outcome aligns with [16], it contradicts the find-
ings of [18]. Additionally, it contradicts the tenets 
of Resource-Based Theory, which traditionally 
assumes that judicious use of leverage can en-
hance a firm's value. Given its significance, the 
null hypothesis H₀₄ is rejected, establishing a 
negative relationship between leverage and prof-
itability. 
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CONCLUSIONS 

This research examined the impact of specific 
organisational attributes on the financial perfor-
mance of consumer goods companies listed on 
the Nigerian stock exchange. The analysis relied 
on secondary data derived from the published 
annual financial statements of these firms. Find-
ings from the regression analysis demonstrated 
that most firm-level characteristics—including 

size, leverage, and liquidity—had statistically 
significant effects on profitability. At the same 
time, firm age did not exhibit a meaningful im-
pact. In light of these findings, the study con-
cludes that internal firm attributes play a critical 
role in shaping the financial performance of Ni-
geria's listed consumer goods companies. 
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