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Abdelwahid, (2011); Petra (2007); Bradbury, Mak and Tan, (2006) and Ahmed, Hossain and 

Adams, (2006) whose studies indicate significant negative relationship between board 

independence and financial reporting quality. 

 

5.2 Conclusion  

The relationship between corporate governance and quality of financial reporting has been the 

subject matter of many researchers in the past two decades. The development of global markets 

demonstrates an efficient role which suggest that good corporate governance is effective in 

preventing fraud and management misconduct. Good corporate governance is essential since it 

guarantees minimum level of assurance to stakeholders and promotes best management of 

company’s asset without being abuse by individuals. Overall, the empirical findings obtained from 

this study is observed to be mixed in proving the relationship between corporate governance 

mechanism (which is proxied by board size, board independence and audit committee size) and 

financial reporting quality of listed commercial banks in Nigeria. Therefore, the study recommends 

that policy actions that will produce systematic increases in board size may be considered. The 

implication of a systematic increase requires that corporate boards with less than 14members may 

have to step up its size with respect to numbers to meet with the industry average which have 

empirically shown to be profitable in terms of securing quality financial reports. Corporate policies 

tilted towards achieving more independent board should be encouraged. To achieve quality 

financial reports via good corporate governance, shareholders should consider hiring more 

independent directors. Such policy action is crucial especially for listed banks that have not met

up with the industry average.  
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Abstract 
The study examines the effect of ownership identity on investors’ earnings of listed entities in 

Nigeria. Panel data on foreign, institutional and managerial ownership identities, as well as firm 

size and earnings per share were extracted from published financial statements of 16 listed 

companies in Nigeria for the period 2010 to 2019. Based on the outcome of pre-estimation 

diagnostics, Panel Ordinary Least Squares regressions were fitted. The Fixed Effect model,

selected based on the outcome of the Hausman test, indicates that foreign and institutional 

ownership identities have significant and positive effects on the earnings per share of listed 

companies in Nigeria, while managerial ownership has negative and insignificant effect on 

earnings. Results further indicate that firm size has a positive and significant controlling influence 

on the relationship between ownership identity and the earnings of listed entities in Nigeria. The 

paper concludes that foreign and institutional shareholders have the capacity to instill financial 

discipline and prudence in corporate resource management, and recommends that listed entities 

in Nigeria should attract foreign and institutional investors into ownership of the companies with 

resultant positive tradeoffs on earnings. 

 
Keywords: Ownership identity, foreign ownership, institutional investment, managerial   

       ownership, and earnings per share 

 

1.1 Introduction 

The relationship between ownership structure and earnings on investment has generated serious 

debate in corporate finance literature over the years. Ownership is an important governance 

mechanism (Denis and McConnell 2003) and has been studied in a number of disciplines including 

economics, finance and corporate management. Ownership structure, being a system within 

corporate governance in order to accomplish improved performance of a firm has been considered 

to influence firm performance for many years (Nahila, & Amarjeet, 2016). For instance, Smith 

(1776) highlights that joint-stock companies tend to be less effective compared to private co-

partner firms considering that the directors would not watch around ‘other people’s money’ with 
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‘the similar anxious vigilance’ as their own. Ownership structure is defined by the distribution of 

equity with regard to votes and capital as well as the identity of the equity owners (Saseela & 

Thirunavukkarasu, 2017). These structures are of major importance in corporate governance 

because they determine the incentives of managers and thereby the economic efficiency of the 

corporations they manage (Jensen & Meckling, 1976). Ang, Cole and Lin (2009) viewed 

ownership structure from the perspective of identity and concentration. Ownership identity is 

linked to the principal shareholder or the stake held by insiders. Ownership concentration on the 

other hand represents shares of largest owners influenced by insiders. There are different types of 

ownership structure to include management, family, government, foreign and institutions. Kangai 

(2019) argued that institutional and managerial stakeholders hold a higher level of control over the 

firm’s policies compared to other types. This research will thus attempt to measure ownership 

structure by looking at managerial ownership, institutional ownership and foreign ownership using 

size of firm as control variable. Ownership structure was measured by the percentage of shares 

held by the ownership type described. 

 
Earnings on the other hand, are the profit that a company produces in a specific period, usually 

defined as a quarter or a year. Earnings are studied because they represent a direct link to company 

performance and thus, can be regarded as an important performance measure which indicates 

profitability of a company. The financial ratio that is most frequently used in measurement of 

earnings on investment in research is earning per share (EPS). It is calculated by dividing the 

company's total earnings by the number of shares outstanding. 

 

1.2 Statement of the problem 

The ownership identity of firms listed in the stock market is a complicated and difficult 

phenomenon. This is compounded by the fact that, as the firms trade their shares on the stock 

exchange market, ownership keeps changing. The implication of the various ownership structures 

on the earnings of these entities has not been mutually resolved by scholars. There are divergent 

views on how they affect financial performance. (Berle & Means 1937); (McConnell & Servaes, 

1990) (Short, 1994); (Han & Suk, 1998); (Clay, 2001); (Goethals & Hubert, 1997); (Alan & Steve, 

2005) believe that ownership structure (Proxy by managerial, institutional, & foreign 
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shareholding) have positive influence on financial performance of firms, while others such as 

(Agrawal & Knoeber, 1996); (Loderer & Martin,1997); (Kim & Lyn, 1990); (Barbosa & Louri, 

2005) are of the contrary view. The problem identified therefore is the lack of consensus among 

the various scholars, conflicting findings and inconclusive results on whether ownership identity 

affect earnings on investment of entities listed in Nigeria Stock Exchange. 

The explanatory variable represented by ownership identity is proxy by Foreign Ownership 

Identity (FOI), Institutional Ownership Identity (IOI) and Directors’ share Ownership Identity 

(DOI) while our control variable is Firm Size (FSIZE). The explained variable represented by 

earnings on investment is proxy by Earnings Per Share (EPS). 

 
1.3 Objectives of the study 

The main objective of the study is to determine the effect of ownership identity on earnings on 

investment of listed entities in Nigeria. Other specific objectives include the following: 

Determine the effect of foreign ownership identity on earnings per share of listed firms in Nigeria. 

Investigate the effect of institutional ownership identity on earnings per share of listed firms in 

Nigeria. 

Ascertain the effect of Directors’ share ownership identity on earnings per share of of listed firms 

in Nigeria 

Determine the controlling influence of firm size in the relationship between ownership identity 

and the earnings of listed entities in Nigeria. 

 
1.4 Hypotheses of the study  

HO1: Foreign Ownership Identity has no significant effect on earnings per share of listed firms in 

Nigeria. 

HO2:  Institutional Ownership Identity has no significant effect on earnings per share of listed 

firms in Nigeria 

HO3:  Directors’ Share Ownership Identity has no significant effect on earnings per share of listed 

firms in Nigeria 

HO4:  Firm size has no significant controlling influence on the relationship between ownership 

identity and the earnings of listed entities in Nigeria 
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LITERATURE REVIEW 

2.1 Conceptual framework 

Conceptual framework provides a road map of the researcher’s conception of how different 

variables in the study interact with each other. In this study, the explanatory variable is ownership 

identity while the explained variable is Earnings per Share (EPS). 

 

 

 

 

 

 

 

 

 

 

Figure 1: Conceptualized variables 

2.2 Theoretical review 

Agency theory is in support of our variables of interest (ownership identity). It has its origin from 

the classical work of Berle & Means (1932), but modernized by Jensen and Meckling (1976).The 

theory discusses agency relationship where a principal hires an agent to carry out services on his 

behalf. Managers in a firm are agents of shareholders who are guided by the principle of

maximizing the shareholder wealth. However, there are several factors that affect the  

relationship. First, is the conflict of interest between the principals, the existence of  

information asymmetry amongst the principal and agency cost would arise in the  

circumstance where there is a separation between owners and managers of a firm creating  

conflicting goals between the two parties. Managers of state owned firms and private entities are 

assumed to exercise bias by maximizing their individual interest over that of shareholders. In listed 

companies, the discrepancy is lowered via intervention of mechanisms that are external like

corporate controls and mechanisms that are internal like participation of the management in reward 

systems ownership and the BOD role. This theory brings out an understanding of the relationship 

between ownership concentration, managerial ownership and performance (Jensen & Meckling, 

1976). 

EXPLANATORY VARIABLE 

Ownership Identity 

• Foreign ownership identity 

• Institutional  ownership identity 

• Managerial  ownership identity 

EXPLAINED VARIABLE 

Earnings on investment 

Earnings per share (EPS) 

CONTROL 
VARIABLE 

• Firm size 
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The theoretical literature on our control variable is based on the economies and diseconomies of 

scale and scope (Terraza, 2015; Naceur & Orman, 2011; Kotey et al 2019). The economies and 

diseconomies of scale and scope are two opposing views on how size affects the performance of 

firms; economies of scale posits that when a firm begins to grow and expand, its marginal cost 

reduces and the improves its profits –thus, there are benefits with an increase in firm size (Terraza, 

2015) - whilst diseconomies of scale posits that when a firm grows beyond a certain point, its 

efficiency begins to fall (Kasman, 2010; Terraza, 2015). Authors in favour of economies of scale 

associated lower operational cost, market power, brand vitalization and consumer perception as 

the main attributes (Terraza, 2015). Authors in favour of diseconomies of scale have also linked 

bureaucratic tendencies, duplication of roles, and lack of touch with consumers, and low 

monitoring to resulting in a fall in revenues though the firm may be growing in size. On the basis 

of this argument, firm size may have a positive or negative controlling influence on the relationship 

between ownership identity and the earnings of listed entities. 

 
 

2.3 Empirical review 

In order to establish the gap in literature, the researcher carried out an empirical review of the 

works of the following authors: 

Barbosa & Louri (2005) investigated on whether multinational corporations (MNCs) operating in 

Portugal and Greece perform differently than domestic firms using two samples. The first contains 

2651 and the second 523 firms operating in Greece in 1997 and Portugal in 1992 respectively. 

They adopted the robust technique of quantile regression, the estimation results suggest that 

ownership ties do not make a significant difference with respect to performance of firms operating 

in Portugal. Results were similar for firms operating in Greece and only when firms in the upper 

quantiles of gross profits were compared, MNCs were found to significantly perform better than 

domestic firms. 

 

Adebiyi & Sunday (2011) examined the relationship between firms’ structure and financial 

performance in Nigeria, using multiple regression and least square (OLS) as a method of 

estimation. The study employs Return on Equity (ROE) as dependent variable and proxy for 
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financial performance and directors' ownership level to proxy for ownership structure. Other 

independent variables are size, tangible assets, age. Findings were that the relationship between 

ownership control and financial performance is negative and it provides evidence in support of the 

entrenchment hypothesis in the finance literature; the relationship between the variables is linear.  

Sultan & Adam (2013) studied on the determinants of financial performance of a firm: case of 

Pakistani stock market for a period of 2007 to 2011. Using fixed effect model, the authors found a 

potential association between firm’s financial performance and economic indicators, corporate 

governance, ownership structure, and capital structure although the intensity of relationship differs 

across different measures of performance. They also found evidence in support of the hypotheses 

that a positive association exists between corporate governance, and risk management and 

performance while mixed results are observed for other variables. 

 

Ayad & Mustafa (2015) tested the effect of capital structure on the profitability of the Iraqi firms 

that listed in Iraq stock exchange. The study used statistical methods such as multiple regression 

model represented by ordinary least squares (OLS) as a technique to investigate the claimed effect 

of capital structure on the profitability by applying the same on four firms from the Iraqi industrial 

sector for the period (2004-2013). The study findings suggest that capital structure positively 

influence, in a significant way, on the profitability of listed firms in Iraq. Furthermore, profitability 

and assets (firm-size) have been found to be negatively influencing the capital structure of the 

listed firms. 

 

Nahila & Amarjeet (2016) evaluated the effect of the ownership structure on firm profitability in 

India, using data of BSE 100 Index companies. Adopted panel data regression model in between 

all ownership structure measures and profitability measures, the empirical findings suggest that 

the non-promoters holding and non-promoters non institutional holding have a significant impact 

on EPS of the firm. In case of promoters holding and non-promoters institutional holding no effect 

is found on EPS of the firm. And in case of ROI promoters holding, non-promoters institutional 

holding and non-promoters non institutional holding have a significant impact on ROI of the firm. 

In case when non-promoters holding is taken as individual measure no effect is found on ROI of 

the firm. Further in case of PAT, it is found that the non-promoters holding and non-promoters 



AFRA CONFERENCE BOOK OF PROCEEDINGS VOLUME 11, ISSUE 2 

867 

 

 

non-institutional holding have a significant impact on PAT of the firm. In case of promoters

holding and non-promoter institutional holding no effect is found on PAT of the firm.  

 

Ezinne, Igomu, Apochi, Adah, & Igomu (2017) assessed the extent of relationship between 

ownership structure and financial performance of selected banks in Nigeria taking foreign 

shareholding, institutional and managerial shareholding to proxy for ownership structure and 

return on equity (ROE) to proxy for financial performance. The findings indicated that there is a 

positive significant relationship between ROE and foreign shareholding while institutional and 

managerial shareholding are negatively and significantly related to return on equity. 

 

Odusanya, Yinusa & Ilo (2018) examined the determinants of firm profitability in Nigeria for 114 

firms listed on the Nigerian stock Exchange from 1998 to 2012, using the system Generalized 

Method of Moments (GMM). The study revealed that lagged profitability exerted positively and 

significantly on contemporaneous profitability of firms in Nigeria. It was also found that short-

term leverage, inflation rate, interest rate and financial risk have significant negative effects on 

firm profitability during the sampled period. 

 

Saidu & Salisu (2018) investigated the effect and nature of relationship capital structure has on 

financial performance of firms in Nigerian pension industry. The study employs unbalance panel 

data of 80 observations drawn from sixteen Pension Funds Administrators from 2007 to 2012. 

Findings were that long term liability have significant positive impact on ROE while short term

liability have significant negative impact on ROE. Though long-term liability is shown to have 

positive impact on ROA, the result is however not significant. 

 

Rosyeni & Muthia (2019) investigated the relationships among ownership structure (including 

institutional ownership and insider ownership), capital structure and performance of thirty 

manufacturing companies listed in Indonesia Stock Exchange from 2010 to 2016. Firm 

performance was measured by ROA, MBV and Tobin’s q using panel data regression with 210 

observations, the results showed that there was a significant relationship between institutional 

ownership and performance measured by MBV and Tobin’s q, but it was not significant when 
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measured by ROA. Meanwhile, there was no significant relationship between insider ownership 

and performance measured by ROA, MBV and Tobin’s q ratio. The results illustrated that ROA 

was negatively influenced by capital structure, but MBV and Q ratio were not influenced by capital 

structure. Furthermore, liquidity as the control variable had positive effect on ROA. Economic 

growth had positive effect on firm performance although firm size had no effect on firm 

performance. 

 

Sakawa & Watanabel (2020) studied on institutional ownership and firm performance under

stakeholder-oriented corporate governance in Japan. The study’s sample included large listed firms 

of the TOPIX 500 in Japan during 2010-2016. Performance was measured by Tobin’s q and ROA 

using regression analysis technique to test the role of institutional investors in stakeholder-oriented 

corporate governance. Study showed that the monitoring role of institutional shareholders, or 

foreign shareholders, functions effectively in Japanese corporations. In addition, they showed that 

the monitoring roles of these are expected to strengthen firms through higher growth opportunities. 

These results implied that institutional shareholders contribute to enhancing sustainable firm 

performance and constructing sustainable corporate governance mechanisms in a stakeholder-

oriented system. 

 

2.4 Gap in literature 

The mixed empirical results observed in literature may be attributed to difficulties in finding 

appropriate measurement variables to proxy for earnings on investment and the use of different 

methodologies. Earnings on investment is financial performance measurement with a plethora of 

variables such as return on assets (ROA), returns on investment (ROI), return on equity(ROE), 

earnings per share (EPS) and operating profit margin (OPM). In this work, EPS is used as a 

measure of financial performance which has not been used by any of researchers reviewed in 

Nigeria. Furthermore, more attention has been given to research on ownership identity in advanced 

economies than Nigeria which can be depicted from the empirical reviews. This research attempts 

to fill this gaps. 
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METHODOLOGY 

3.1 Research design 

The study adopted the causal comparative research design in evaluating the effect of ownership 

identity on financial performance of listed entities while controlling for the size of the firms. Panel 

data on three components of ownership identity (foreign, institutional and managerial ownership 

identity), earnings per share and firm size were extracted from published annual financial reports 

of 16 listed companies in Nigeria for a period of ten years, 2010 to 2019. These variables were 

found to have been used in prior studies in other jurisdictions to measure ownership structure and 

financial performance with good results (Ogaluzor & Omesi, 2019, Phung & Hoang, 2013S).  Log 

of total assets was used to control for possible effect of difference in the size of firms on the 

relationship between ownership identity and investors’ earnings. 

 

3.2 Model specification 

The study adapted the models used by Adewumi, Yakubu and Olumuyiwa (2018) and Ogaluzor 

and Omesi (2019). While the model adopted by Adewumi et al (2018) evaluated the effect of 

managerial ownership, institutional investors’ ownership and ownership concentration on returns 

on equity, Ogaluzo and Omesi (2019) assessed the influence of managerial ownership and 

ownership concentration on return on assets while controlling for firm size. The present study 

focused on three measures of ownership identity, returns to investors, proxy by earnings per share, 

and log of total assets as control variable for firm size, implicitly specified as follows:  

 EPS = ʃ( FOI, IOI, DOI, FSIZE) .. .. (1) 

Where: 

EPS  =  Earnings Per Share. 

FOI  = Foreign Ownership Identity 

IOI  = Institutional Ownership Identity 

DOI  = Directors’ Share Ownership Identity 

FSIZE  = Firm Size 

The model is explicitly expressed thus: 

EPSit  = β0  + β1FOIit  +  β2IOIit  +  β3DOIit  +  β4FSIZEit   +   μit .. (2) 


