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ABSTRACT

This study reviewed CEO characteristics and firm value in Nigeria Over the period of

2018 - 2023. The study’s objective is to examine the to examine the impact of CEO

education and firm value in Nigeria, to analyze the impact of CEO religion on firm value in

Nigeria, to examine the influence of CEO age on firm value in Nigeria and to investigate the

effect of CEO political affiliation and firm value in Nigeria. The Research design used in this

study is the quantitative method, secondary data was collected from 50 firms sourced from

the Nigerian stock exchange, the study utilised the panel data regression approach, given the

nature of the dataset, the data was analysed using correlation coefficient and regression

analysis. The analysis revealed several key findings regarding the factors influencing return

on investment (ROI), a positive impact of education on return on investment (ROI), a positive

impact of religion on return on equity (ROE), a positive impact of age on return on equity,

implying that older age groups may tend to achieve higher returns, while firm size was found

to have a statistically significant negative impact on return on investment. This implies that

larger firms tend to experience lower returns on investment. In conclusion, the analysis

provides valuable insights into the factors influencing return on investment (ROI) and return

on assets (ROA), the study recommended that investors should diversify decision-making

beyond education, considering factors like financial performance and market conditions.

Encouraging continuous financial education can empower investors for effective market

navigation. Additionally, holistic approaches integrating religion, age, and firm size with risk

assessment optimize investment outcomes.
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CHAPTER ONE

INTRODUCTION

1.1 Background of the study

The dynamics of corporate leadership and its influence on firm performance have long been a

subject of interest. Among the myriad factors shaping leadership, CEO characteristics stand

out as pivotal elements defining organizational strategies and shaping corporate cultures.

Attributes like age, education, religious beliefs, and political affiliations collectively form a

mosaic of influences guiding decision-making processes within businesses (Smith & Watkins,

2020).

Research has extensively explored the impact of various CEO traits on organizational

outcomes. Age, for instance, often influences leadership styles and decision-making

approaches, with studies suggesting correlations between the age of CEOs and company

performance (Jones & Bates, 2019). Education, another critical aspect, shapes cognitive

frameworks and problem-solving approaches, potentially impacting the strategic direction of

firms (Miller & Shamsie, 2017).

However, among the array of CEO characteristics, religion and political affiliation have

emerged as intriguing yet relatively understudied factors in understanding leadership within

corporate contexts. Religious beliefs and political orientations wield significant influence on

personal values, ethical considerations, and decision-making paradigms (Gotsis & Kortezi,

2017). These factors intersect with the business realm, potentially influencing strategic

choices, stakeholder relationships, and organizational cultures.

Moreover, the diverse spectrum of religious affiliations—ranging from Christianity, Islam,

Judaism, Buddhism, Hinduism, to various spiritual or non-religious orientations—among
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CEOs highlights the multifaceted nature of leadership in contemporary business landscapes.

Similarly, the political affiliations of CEOs, whether aligned with specific ideologies or

parties, may shape their approach to risk-taking, regulatory compliance, and long-term

planning (Tetlock & Belkin, 2015).

Central to this study is the exploration of the intricate relationship between CEO

characteristics, including age, education, religion, and political affiliation, and firm value—a

comprehensive assessment encompassing factors influencing a company's financial worth

and market perception. Understanding how these individual attributes interplay and

potentially impact strategic decision-making, corporate cultures, and ultimately, firm

performance is vital for stakeholders seeking insights into effective leadership and value

creation within organizations.

This study endeavors to delve into this uncharted territory, aiming to contribute to a deeper

comprehension of the nuanced dynamics between CEO characteristics and firm value. By

examining how these diverse traits intertwine and potentially shape organizational strategies

and market perceptions, this research seeks to offer valuable insights into the multifaceted

nature of corporate leadership and its implications for the competitive landscape and investor

attractiveness.

1.2 Statement of the problem

The presence of diverse religious attributes among CEOs raises intriguing questions about

their potential influence on firm performance and value. While numerous studies have

explored the impact of CEO characteristics on organizational outcomes (Hambrick & Mason,

1984; Finkelstein & Hambrick, 1996), the specific examination of religious attributes within

this context remains relatively underexplored.
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Understanding the potential impact of these religious attributes on firm performance is

pivotal in comprehending the broader spectrum of factors that contribute to organizational

success or challenges. Research suggests that personal characteristics of leaders significantly

shape organizational strategies and cultures (Tosi & Gomez-Mejia, 1989; Lord & Maher,

1991). Therefore, the exploration of CEO religious attributes becomes imperative to grasp the

nuanced dimensions of leadership and its potential implications for firm value creation and

sustainability.

Furthermore, considering the globalized nature of modern businesses, where companies

operate across diverse cultural and religious landscapes, acknowledging and comprehending

the influence of CEO religious attributes gains added significance. It becomes essential not

only for understanding domestic market dynamics but also for navigating the complexities of

international business environments where religious diversity and its implications on

leadership strategies are pronounced (Doh & Quigley, 2014).

In light of these considerations, this research aims to fill the gap in the literature by

systematically examining the influence of CEO religious attributes on firm performance,

organizational culture, and decision-making processes. By exploring this underexplored

dimension of leadership, this study endeavours to provide valuable insights into the intricate

relationship between religious attributes of CEOs and the dynamics of organizational success

and value creation.

1.3 Research questions

In order with the above stated problems, the following questions are raised:

1. What is the impact of CEO education on firm value in Nigeria?

2. How does CEO religion influence firm value in Nigeria?
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3. What is the influence of CEO age on firm value in Nigeria?

4. How does CEO political affiliation affect firm value in Nigeria?

1.4 Objective of the study

The primary objective of this study is to examine the relationship between CEO

characteristics and firm value. Other specific objectives are to:

1. to examine the impact of CEO education and firm value in Nigeria

2. to analyze the impact of CEO religion on firm value in Nigeria

3. to examine the influence of CEO age on firm value in Nigeria

4. to investigate the effect of CEO political affiliation and firm value in Nigeria

1.5 Research Hypothesis

The following hypothesis were formulated in their null form to guide the study:

H01. There is no significant impact of CEO education on firm value in Nigeria.

H02. CEO religion has no influence on firm value in Nigeria.

H03. There is no association between CEO age and firm value in Nigeria.

H04. CEO political affiliation does not affect firm value in Nigeria.

1.6 Scope of the study

This study focuses on CEO characteristics and its effect on firm value. It examines how the

different characteristics of CEOs reflect on the value of a firm in terms of its organizational

success and value creation. The study spans the period from 2018 to 2023, allowing for a

comprehensive analysis of firm value, organizational culture and decision-making processes,

firms’ recruitment strategies and practices within this timeframe.
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1.7 Significance of the study

1. CEOs: Understanding the impact of religious attributes on firm performance can offer

insights for CEOs in aligning personal beliefs with organizational strategies. It

enables them to assess how their beliefs may influence decision-making and corporate

culture, fostering more effective leadership.

2. Corporate Organizations: Insights from this study can aid companies in devising

inclusive and diverse leadership strategies. Understanding the influence of CEO

religious attributes can guide organizational policies, fostering environments that

accommodate various religious perspectives, potentially enhancing employee

satisfaction and productivity.

3. Policy Makers: Policymakers can leverage findings to formulate regulations or

guidelines promoting diversity and inclusivity within corporate settings.

Understanding the implications of CEO religious attributes on firm performance can

aid in crafting policies that foster fair practices and equal opportunities.

4. Academia: Academia benefits from expanding the knowledge base in the field of

leadership studies. This study can contribute to enriching academic discourse,

fostering deeper understandings of the intersection between personal beliefs and

corporate outcomes, thereby shaping future research directions.

5. Investors and Shareholders: Insights into the relationship between CEO religious

attributes and firm performance can assist investors in making more informed

decisions. Understanding these dynamics might influence investment strategies,

helping investors assess risks and opportunities associated with different CEO profiles.
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6. Society at Large: A comprehensive understanding of how CEO religious attributes

influence organizational dynamics can contribute to more inclusive workplaces,

potentially reducing discrimination and fostering greater social harmony by

acknowledging and accommodating diverse beliefs within corporate settings.

1.8 Limitation of the study

While the study aims to comprehensively CEO characteristics and firm value, certain

limitations exist, such as potential data constraints; the nature of this research is such that it

would use data gotten from secondary sources, which sometimes may be subject to

manipulation. However, to reduce this limitation, the researcher would ensure that the

research data are gotten from credible sources such as the Nigerian bureau of statistis, etc.
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CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

This study will help to address fundamental issues as it relates to concept of firm value, CEO

religion attributes, firm performance, theoretical emphasis on the study, empirical

relationship between religion and firm value.

2.2 Conceptual frame work

2.2.1 Concept of Firm value

The value of the firm is determined by the amount of money to be provided as a result of the

demand for the assets of the company as of today, according to the free market conditions,

and their pricing and disposal. It is based on the assumption that the money to be paid to buy

a business will be at least equal to the amount that will be obtained by converting all the

assets of that business into cash on a certain date, or the replacement value of the assets

(Gündüz, 2019). In other words, the value of the firm is reached by subtracting the expenses

incurred from the income to be obtained from the sale of the assets owned as of today,

without taking into account the income that the firm may obtain in the future and the value it

will create. This method is used if the control share of the company is sold with an agreement

that will allow all kinds of savings on the company's operations and assets. It can be

formulated as follows.

The firm value model provides a starting point for further valuation analysis and it facilitates

the information process between investors and stakeholders. The danger is thinking that the

firm value is inevitable complete since the model is applied, but problems particularly arise
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because for each firm is often impossible to determine value. Usually, the literature proposes

several corporate finance models to obtain an approach of the firm value. In the future, the

objective of the company is maximizing the firm value. The high firm value is represented by

prosperity level of owners. The firm value also become the main focus of the investors.

The prosperity level of shareholders and investors can be seen from the firm value itself. It

means that the firm value becomes the performance indicator of finance manager in company.

From the investors perceptive, the firm value usually related with stock price meaning that

higher stock price will make higher firm value also. The main goals of the company is

maximizing the assets or firm value. Increasing the prosperity of shareholders which in line

with increasing the firm value is becoming the main goals of company. For this reason, it is

appropriate to treat the data from accounting and the market information system as a provider

of faithful information to reflect the future prospects of the business. Additionally,

researchers have been concerned with observing accounting practices, normative and policy

regulation. Such perspective does not affect the model itself, because accounting requires to

be prepared in accordance with a trusted set of generally accepted accounting principles. All

variables have been iteratively selected to measure several economic and finance strategies of

the firm (Bowman & Ambrosini, 2017).

Firm value can be measured through market capitalization, Tobin's Q, or other valuation

moderation. The value of firm is very important because higher firm’s value in line with

higher the prosperity of shareholders, (Brigham dan Houston,2006). The higher stock price is

higher firm value. The desire of shareholders is increasing firm value because the increasing

of firm value shows higher shareholders’ prosperity.

From the investors perceptive, the firm value usually related with stock price meaning that

higher stock price will make higher firm value also. The main goals of the company is
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maximizing the assets or firm value. Modigliani and Merton Miller in Bringham and Houston

(2011), said that, if dividend increase above the expected amount is a signal for investors that

company management may show good profits in the future. Increasing the prosperity of

shareholders which in line with increasing the firm value is becoming the main goals of

company. The suitable measurement used for measuring firm value is valuation, because it

describes comparison between risk and return. theory that suggests that dividend policy does

not affect stock prices or the cost of capital of a company, dividend policy is irrelevant to the

firm value (Bringham and Houston, 2011).

There will be a relationship between valuation and the purpose of company (maximizing the

firm value and shareholders wealth). Valuation or market value ratio consists of Price

Earning Ratio (PER), Price/ Cash Flow Ration, and Price to Book Value Ratio (PBV). Price

earning ratio is the ratio of price per share to earning per share. This ratio shows how much

the rupiah must be paid by investors to pay every rupiah reported profit. Price / cash flow

ratio is the price per share divided by cash flow per share. While Price to book value ratio is a

ratio that shows the relationship between the market price of a company's stock and the book

value of the company.

2.2.2 CEO Religious attributes and firm value

Beliefs and practices among Christians and Muslims vary greatly across the world and among

certain demographics. Within Christianity, Catholics and Protestants often have very different

beliefs, and Protestantism itself holds denominations as varied as evangelical fundamentalism

and Unitarianism. In Islam, similarly large differences exist between Sunni, Shia, and Sufi

Muslims and their beliefs. These differences have run so deep that Catholics and Protestants,

Sunnis and Shiites, and Christians and Muslims have sometimes warred against each other
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over their beliefs. In the last decade, many Islamic finance studies pay attention on

researching the distinctive CEO characteristics of Shariah-compliant equities.

Among them, a strand of corporate finance studies reveals the Shariah-compliant firms'

distinctive performance (Jaballah et al. (2018); Pepis and Jong (2019)), their unique financing

practices (see Haron and Ibrahim (2012)) and capital structure (see Farooq and Tbeur (2013);

Alnori and Alqahtani (2019)). While the corporate financial variables of Shariah firms are

highlighted, Naz et al. (2017) demonstrate that managers' effect is significantly related to the

financial decisions including financing, pay-out and working capital policies. However, the

managers' effect is dynamically changing when the managers move to or from Shariah firms.

While managers' effect may be driven by Shariah-compliant status of the firms, Sulaiman et

al. (2014) indicates that Muslim managers who have great understanding of Islamic

management practices tend to implement the related practices in the firms. This is supported

by Agle and Van Buren (1999) showing the marginal effects of religion on management

attitudes.

In addition, Hooy and Ruhani (2017) provide empirical evidence showing that the effect of

Muslim managers can better explain firm performance (return of assets) rather than the

Shariah-compliant status. Therefore, we observe that managers' effect can also be influenced

by the Islamic principles that guide the Muslims in many aspects of life. In the last decade,

many Islamic finance studies pay attention on researching the distinctive financial

characteristics of Shariah-compliant equities. Among them, a strand of corporate finance

studies reveals the Shariah-compliant firms' distinctive performance (aballah et al. (2018);

Pepis and Jong (2019)), their unique financing practices (Haron and Ibrahim (2012)) and

capital structure (Farooq and Tbeur (2013) will contribute by providing the nexus between

risk-taking and firm performance from the perspective of upper echelon theory. Based on the

theory, besides of focusing on the religious background of the CEOs, we further explore the
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CEO traits on gender and education. The intertwine of gender and education have never been

exposed in the religious context. In fact, in finance literature, there are many studies focusing

on the relationship between gender and firm performance, as well as the relationship between

education and firm performance.

Because of widespread ethical concerns, organizations have shown a renewed interest in the

concept of workplace spirituality, for both the organization as well as the individual

employee (Dodd, 2003). Although spiritual leadership in secular research has increased in

popularity (Dodd, 2003; Greenleaf, 1977), one criticism of this stream of literature is that

there is a lack of appropriate models of spiritual leadership (Hunt, 2005; Heifertz & Laurie,

2005), particularly as it pertains to Christianity and the teachings of Jesus.

Since its birth almost 2000 years ago, Christianity remains a dominant religion; however, its

application to modern business is relatively recent. Drawing from Jesus’ teachings, this

research will offer several practical ways that will enhance authentic Christian leadership in

secular organizations. There is a growing body of business literature on workplace spirituality,

both for the organization and the individual employee. Studies show that the presence of

workplace spirituality has a positive influence on organizational outcomes (Avey, Luthans, &

Mhatre, 2008; Badrinarayanan & Madhavaram, 2008). Organizations that report a high level

of spirituality tend to have more positive attitudes (Avey et al., 2008), better working

relationships (Badrinarayanan & Madhavaram, 2008), increased employee commitment,

decreased employee turnover and absenteeism (Badrinarayanan & Madhavaram, 2008), and

increased job satisfaction (Avey et al., 2008).

2.2.3 CEO education and firm value

One of the primary roles of a corporate board is to hire a chief executive officer (CEO)with

superior ability. CEO ability is the composition of observable and quantifiable characteristics
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such as education and work experience, as well as unobservable and potentially

non-quantifiable characteristics such as leadership and teambuilding skills. The identification

and measurement of CEO ability is a difficult, imprecise and expensive process as evidenced

by the growing “executive search” industry, and the considerable resources that are expended

in the CEO search process. Despite this costly search process, sometimes newly hired CEOs

are let-go or „fired‟ shortly after they are hired.

Given the difficulty of evaluating CEO ability, objective and easily measurable

characteristics. such as education would be expected to play an important role in the CEO

hiring process. Indeed, the large literature on “human capital” as a driver of production and

economic growth highlights the importance of education as a determinant of human capital.

Consequently, education is often used as a proxy for human capital in empirical studies (see

Barro and Lee,2010). We investigate possible channels through which CEO education and

the choice of business policies interact and influence performance outcomes. Our findings

shed light on an important yet unresolved issue. Graham et al. (2012) and Benmelech and

Frydman (2015) cite a paucity of substantive evidence on the effects of unobservable

personal characteristics like the innate ability of CEOs that conditions educational attainment,

and which shapes CEO fixed-effects and firm performance.

This paper offers a rigorous treatment on whether and how CEO educational attainment

affects firm performance. Educational attainment influences career outcomes in terms of pay

and career trajectory. Literature shows that education background conditions firm

investments and general decision-making (Laderman, 1994, Donkers et al., 2001, Frank and

Goyal, 2007). Educational attainment contains expectations on the latent ability of CEOs.

Bhagat et al. (2010) report stock market reaction to announcements of appointments of CEOs

with stronger educational credentials is positive and creates significant abnormal returns.

Falato et al. (2015) find firms pay a premium to newly appointed CEOs with superior
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educational credentials. Yet, not all forms of CEO education produce a homogenous effect on

firm performance because of selection effects.

Academic qualifications vary by levels and quality of awarding institutions. This leads to

differences in CEO skill-sets and results in performance differentials (Miller et al., 2015). We

investigate if a particular type of CEO education has greater causal effect on firm

performance. Literature on the demand for human capital piques our interest. Frydman (2007)

and Murphy and Zabojnik (2007) describe the recent growth in business education as reaction

to increasing demand for general managerial skills over technical skills. This shift in

preference stems from the fact that firms have become considerably larger and more complex

because of technological advances and innovations in business practices.

In support, Chevalier and Ellison (1999) report that fund managers who graduated from

universities with tougher entry requirements, and managers with MBA awards, generated

higher returns. Evidence shows CEOs with MBA choose more aggressive corporate strategies

(Bertrand and Schoar, 2003), and such CEOs speculate more in the forex market (Beber and

Fabbri, 2012).

2.2.4 CEO age and firm value

Research on how a CEO's age can affect corporate decisions and firm performance is

beginning to emerge in the financial economics literature. Serfling (2014) shows that a CEO's

risk-taking decreases with age. Specifically, he finds that older CEOs invest less in research

and development, make more diversified acquisitions, and manage firms with more

diversified operations and low operating leverage. The negative age-risk relation holds for

both total risk and idiosyncratic risk. Waelchli and Zeller (2013) survey 1,500 Chairpersons

of the Boards (COBs) of unlisted firms in Switzerland and find a negative relation between
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the COB's age and firm performance, and attribute it to a deterioration in the cognitive

abilities and motivation with age as the main drivers.

Likewise, Goergen, Limbach and Scholz (2015) exploit the unique two-tier board structures

in Germany and find that a greater difference in the age between the CEO and the COB

results in larger cognitive conflicts between the two, leading to increased monitoring by the

board and an increase in firm value. CEO age has also been found to impact acquisition

decisions. Yim (2013) finds that younger CEOs are more acquisitive compared to older

CEOs,and offers an incentives based explanation. Younger CEOs may have a greater

incentive to pursue acquisitions as they stand to realize financial benefits over a longer career

s Gao (2010) likewise finds managers with a longer horizon (younger managers) make

acquisitions that perform better in the long run compared to managers with a shorter horizon

(near-retirement managers).

Zhang et al. (2014) also find similar results using a sample of UK firms. For young CEOs,

both the potential large career costs of bad decisions and the long-term benefits of good

decisions, suggest a mitigating affect on managerial agency costs, leading to a negative age-

performance relation. A negative relation is also predicted based on the negative age risk

relation documented in Serfling (2014). Yim (2013) also provides evidence that younger

CEOs are more acquisitive because of the potential long-term benefits from these investments.

For CEOs approaching retirement, existing evidence suggests that they have the incentive to

make short horizon decisions. For example, in the years leading up to retirement, the

incentive to manipulate firm performance to lock in more favourable post-retirement benefits

has been observed. Dechow and Sloan (1991) provide evidence that CEOs reduce R&D

expenditure in the preretirement years to manage earnings and boost their earnings based

compensation. Serfling (2014) also finds older CEOs spend less on R&D. However, this
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horizon problem is mitigated if the CEO is motivated to continue past the normal retirement

age of 65. With a mandatory retirement policy, CEO career concerns should end around age

2.3 Theoretical framework

2.3.1 Agency theory

The central idea behind the Principal-Agent model is that the Principal is too busy to do a

given job and so hires the Agent, but being too busy also means that the Principal cannot

monitor the Agent perfectly. There are a number of ways that the Principal might then try to

motivate the Agent: this note analyzes incentive contracts (similar to profit sharing or

sharecropping); later notes discuss richer and more realistic models. The Chief Executive

Officer (CEO) is arguably a public firm’s most powerful figure. In certain organizations, the

Chief Executive Officer (CEO) assumes a predominant role in decision-making, extending to

matters concerning the company's social performance and image. The agency theory

characteristic of board composition, specifically board independence, yields conflicting

outcomes in terms of business success, as observed in studies by Booth et al. (2002), Huson

et al. (2014), Sinha (2016), Charitou et al. (2017), Coles et al. (2018), Sanda et al. (2018),

Eklund et al. (2019), Zainal-Abidin et al. (2019), Dimitropoulos and Asteriou (2010), Kim

and Lim (2010), Olayinka (2010), Sanda et al. (2018), and Musa, Ifurueze, and Success

(2013). However, He (2008) uncovers a clear negative correlation between independent

boards of directors and firm value. The intricate nature of the association between board

composition and business success is highlighted by Duchin et al. (2010), with the relationship

contingent on the cost of collecting information. Conversely, studies by Donaldson and Davis

(2016), Adams and Mehran (2018), Erickson et al. (2015), and Pathan and Skully (2016) find

no evidence of a link between board independence and business success.



16

The CEO's involvement on boards emerges as another facet of board diversity that may

impact corporate success. Notably, there is a considerable positive association between CEO

participation on boards of directors and the financial success of firms, as indicated by

Oxelheim and Randoy (2001), Sanda et al. (2008), and Tornyeva and Wereko (2012).

Conversely, Schwizer et al. (2012) find a substantial negative association, dependent on the

cost of obtaining information. The findings on the relationship between board size and

corporate success are contradictory, with Adams and Mehran (2018), Zainal-Abidin et al.

(2019), Olayinka (2010), Tornyeva and Wereko (2012b), Najjar (2013), and Musa, Ifurueze,

and Bernard (2013) establishing a strong link, while Bennedse et al. (2008) and Cheng (2018)

identify a strong negative relationship between firm value and performance. A nonlinear

negative link between board size and business success is also noted by Sanda et al. (2010)

and Musa, Success, and Nwaorgu (2015).

Similarly, research on the link between director equity holding and corporate success has

produced varied results. Bhagat and Bolton (2008) suggest a significant positive relationship

between directors' stock holdings and corporate success. However, Olayinka (2010) and

Sanda et al. (2010) reveal a strong negative relationship between directors' stock ownership

and performance.

financial economics and corporate finance, a most common measure of a firm’s social

performance is its engagement of corporate social responsibility (CSR) and the level of CSR

activities in which it engages. Unlike CEO power and CSR, the impact of CSR on firm value

has been studied extensively. Gregory et al.(2014) explored the risk reducing effects of CSR

and the implications for financial measures of performance. Serves and Tamayo (2013)

focused on the relationship between CSR and firm value through the lens of customer

awareness as proxies by advertising expenditures. Harjoto and Jo (2011) studied the impact

of CSR on corporate governance and firm value. This paper attempts to examine the relation
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between the two to test the overinvestment hypothesis based on agency theory. Within the

CSR literature, there has been a fierce debate about the CSR’s role in the firm. Friedman

(1997) posits that CSR is merely the selfish behaviors by firm’s management to enhance his

or her own public image at the cost of the firm’s shareholders, which is the classic agency

view. Similar arguments are also made by Barnea and Rubin (2010), Malmendier and Tate

(2005), who provided evidence that managers, and in particular CEOs, tend to overinvest in

CSR for their personal reputation building. Following those propositions, the underlying

logic of this paper is that if the over-investment hypothesis is true, then we should expect a

positive relationship between CEO power and CSR.

2.3.2 Human capital theory

A number of studies have examined the relationship between different aspects of CEO human

capital(such as education, firm-experience, prior experiences) and firm performance

measured by return on assets, total stock market returns, Tobin Q and return on sales. While

some studies provide evidence linking firm performance to CEO human capital (Chen

&Hambrick, 2012; Hutchinson, 2014; Olson, 2015);others find no significant association

between the measures of human capital they examined and firm performance(Thomas, 1988;

Fitza, 2014). Therefore, the evidence provided so far is mixed. Additionally, these studies are

based on data obtained mainly from advanced economies where biographic data of CEOs are

readily available. Many of the studies on CEOs in Nigeria deal with corporate governance

issues such as CEO duality and tenure (Kwanbo & AbdulQadir, 2013; Ugwoke, Onyeanu &

Obodoekwe, 2013). Human capital is the aggregate of knowledge, skill, motivations, vigor

and productive abilities embodied in people. Its broadly categorized into general human

capital and specific human capital, depending on whether peoples’ knowledge and abilities

are relevant across firms and industries, or applicable only to specific business contexts. Thus,
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general human capital is the sum of human competences and commitments that can be useful

across entities; the variables for measuring this dimension of human capital include education,

managerial and administrative trainings, age, reputation and experience. Specific human

capital, on the other hand, is the knowledge and capabilities gained from understanding the

unique processes, context, employees, contacts, strengths, weaknesses, opportunities and

threats of an organization (Bailey & Helfat, 2003; Gowan & Lepak, 2007). One of the

important variables of human capital is education. The level of investments in education is

expected to influence employee productivity. The association between employee education

and productivity has gained a lot of research attention, but the evidence provided is mixed. In

a study based on Ghana, Mexico and Sri Lanka, it is found that no significant relationship

exists between differences in educational level and productivity(Little, 1980), but

Kampelmann and Rycx (2012) provide evidence from Belgium which shows that higher level

of education (including over education) is positively associated with productivity. The

employee with firm-specific experience before appointment as CEO is likely to contribute

more to the organizational performance than the one appointed as CEO from another firm,

even where such persons previously served as CEO in a firm in the same industry or in

another firm of the same size (Hamoni & Koyoncu, 2015). Thus, the financial performance of

a firm is affected by the differential levels of abilities of CEOs, and this is applicable to

various dimensions of CEO human capital. An empirical study of firms listed in Australian

Stock Exchange by Hutchinson (2014), Results from Olson (2015) and Chen and Hambrick

(2012) support the view that CEO human capital is significantly associated with firm

performance. The study by Chang, Dasgupta and Hilary (2012) provide further support for

this view. Chang et al. (2012) investigate298 cases of CEO exit in the United States from

1992 to 2002,and the results show that differences in the human capital of CEOs within and

across industries affect market value and financial performance. The findings do not support
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the view that firm performance depends entirely on factors outside CEO abilities (such as

physical assets and other employees). There is a general increase in the demand for CEOs

with higher general knowledge, and this has led to higher pay for CEOs with MBA degrees,

suggesting that the relevance of general human capital is increasing (Kampelmann &Rycx,

2012; Murphy & Zobojnik, 2006).

2.3.3 Upper echelon theory

The upper echelon theory posits that the attributes of top management, including the CEO,

reflect the firm's strategic choices and affect its outcomes. CEO attributes, such as

demographics, personality, and values, can influence the firm's strategic direction and its

ability to create value. UET has been mainly applied in the field of management, but it has

also sparked research across various other domains, including: marketing (Chung & Low,

2022; Kashmiri & Mahajan, 2017), international business (Herrmann &Datta, 2005; Tihanyi

et a., 2000), leadership (Wadman, Javidan & Varella, 2004; Lin & Rababah, 2014),

psychology (Peterson et al., 2003; West & Anderson, 1996), accounting (Naranjo-Gil, Maas

& Hartmann, 2009; Pavlatos, 2012) and economics (Bertrand &Schoar, 2003). Significant

empirical support has been offered to the upper echelons logic, thereby highlighting its

applicability across various disciplines and decision-making situations. Scholarly work has

consistently documented managerial characteristics' influence on various strategic choices –

such as strategic changes (Wiersema & Bantel, 1992; Waldman, Javidan & Varela, 2004),

alliance formation (Eisenhardt & Schoonhoven, 1996), competitive attacks (Ferrier, 2001),

international diversification (Tihanyi et al., 2000), innovation (Bantel & Jackson, 1989; West

& Anderson, 1996).

Previous studies have proved that managerial irrational behavior brings significant

impact to corporate financing decisions. Malmendier and Tate (2005) confirm that
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overconfident managers may choose debt financing as preference in their leverage decision.

Abor (2007) shows that optimistic CEOs exhibit a stronger relation between debt issue and

financing deficit as compared to non-optimistic managers. Graham et al (2009) find

consistent evidence where more optimistic CEOs prefer to use more short term debt.

Equivalently, in China, Brick et al (2006) also agree overconfident managers prefer debt

over equity financing. Consistently, Wei et al (2011) suggest that managerial

irrationality, especially overconfidence does have a significantly positive effect on the

financing decisions of firms in Shanghai and Shenzen stock exchange from 2002 to 2006. In

contrast, Jing et al (2013) have found a different finding from their study. They conclude

that overconfidence of entrepreneur may lead to lower corporate value, and it may also

make the venture enterprise with a negative return from their investment. older CEOs are

more risk averse and less aggressive than younger CEOs (Hambrick and Mason 1984).

Consequently, they will prefer to choose internal funding as compared to external funding.

Bertrand and Mullainathan (2003) explain that older CEOs who have an influence over the

board of directors, might be less aggressive in financial policies because of that

capability to do so. Serfling (2012) further agrees that firms with younger CEOs would

invest more and have bigger growth opportunities. According to the UET, CEO

educational is reflected in the characteristics of their organizations (Orens and Reheul

2013). Based on the theory, higher educated CEOs are less risk averse, more open to new

ideas, changes and investment opportunities (Barker and Mueller 2002). Rakhmayil and Yuce

(2011) agree that higher education levels is significantly positive related to firm financial

leveraging. Therefore, H3:The education level of CEO is significantly related to firm’s

leverage decision. investments (Kor, 2006), new product introductions (Kashmiri & Mahajan,

2017), marketing management (Chung & Low, 2022), and management accounting and

control (Naranjo-Gil, Maas & Hartmann, 2009; Pavlatos, 2012) –and the resulting
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performance outcomes. the most commony studied upper-echelon characteristics and

strategic choice variables. Scholars have established the applicability of UET across different

national contexts, including both Western and Eastern countries (Geletkanycz & Black, 2001;

Wiersema & Bantel, 1992; Wiersema & Bird, 1993), different industries, including both the

services and manufacturing sectors (Lee & Park, 2006; Lin & Rababah, 2014; van Doorn,

Heyden & Voberda, 2017), and different types of firms, including large, mature organisations

as well as SMEs and newly founded companies (Carpenter, 2002; Escriba-Esteve, Sanchez-

Peinado & Sanchez-Peinado, 2009; Reuber & Fischer, 1997). For instance, Geletkanycz and

Black (2001) utilized data from 20 countries to confirm UET predictions that managerial

characteristics (i.e., functional experience) exert significant influence on decision making (i.e.,

the tendency to change organizational strategies). Lee and Park (2006) applied the upper

echelons logic using data from 14 industries to find that firms headed by managers with

heterogeneous characteristics are more likely to establish international alliances, which in

turn leads to higher levels of internationalization. Carpenter (2002) addressed the

performance effects of TMT heterogeneity in large and medium-sized organizations, while

Escriba-Esteve et al. (2009) established the link between managerial characteristics (e.g., age,

education, previous experience), strategic behavior and organizational performance in small

and medium sized enterprises.

2.3.4 Resource dependence theory

Resource dependence theory suggests that the CEO's ability to access and control resources

can affect the firm's performance. CEO attributes, such as their network of contacts or

political connections, can help the firm access resources and lead to higher firm value.

Resource dependence theory states that organizations need resources in order to sustain their

existence in the long term. It is also stated that they are only able to obtain these resources
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from their own environment and that there are also other organizations which want to have

the same resources At the same time. Power is defined as the capacity of an actor to acquire

control over the resources needed by others, within the framework of resource dependence

theory (Harris &Holden 2001). As can be understood from this definition, the

disproportionate power which emerges as a result of the relationships based on the resource,

creates pressure on the organization which is dependent on the resource and brings with it the

requirement to accept demands. Within this context, the uncertainty of resources is one of the

most important of the environmental difficulties faced by organizations. The three sub factors

within the scope of resource dependence are resource concentration, the uncertainty of

resource availability and resource interconnectedness (Pfeffer &Salancik, 2003;Fink et al.,

2006). Pfeffer &Salancik (2003) define resource dependence as the dimensions of the power

and authority which is widespread in the environment in which organizations are situated; the

uncertainty of resource availability as the lack of, shortfall in or abundance of critical

resources; and resource interconnectedness as the number and type of the relationships or

connections between organizations. Within this context, the uncertainty of resources is one of

the most important of the environmental difficulties faced by organizations. The three sub

factors within the scope of resource dependence are resource concentration, the uncertainty of

resource availability and resource interconnectedness (Pfeffer &Salancik, 2003;Fink et al.,

2006). Pfeffer &Salancik (2003) define resource dependence as the dimensions of the power

and authority which is widespread in the environment in which organizations are situated; the

uncertainty of resource availability as the lack of, shortfall in or abundance of critical

resources; and resource interconnectedness as the number and type of the relationships or

connections between organizations.
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2.4 Empirical framework

Hilary and Hui (2009) focus on U.S data to infer the nexus between Muslim and Christian’s

religiosity. Baxamusa and Jalal (2014) focus on explaining the significant difference in

capital structure between two religiosities. Werner (2008) argues that secular business people

might also have a sense of accountability, which also supports All port’s argument that “the

thoughts, feelings and behavior of individuals are influenced by the actual, imagined or

implied presence of others”.

For Christian businesspeople, this presence affecting their stewardship is God or Jesus Christ.

A respondent with an engineering background from the UK states in an interview, "If you are

a good steward of your business, then you will be looking at the well-being of the

environment, the well-being of the people in the business, as well as looking after amounts of

money on profit and loss statement or your balance sheet". The respondent considers himself

responsible for taking care of the environment and people, as well as the profits of the

business entity. Even though a secular businessperson might also have a similar attitude

toward environmental and human sustainability, he is most likely to consider his

responsibility as an ethical issue; whereas, the Christian respondent framed his sense of

responsibility within his religious beliefs. The main finding of the study was that Christianity

provides conceptual resources that lead its adherents to frame their business practices. As

with Christianity, Islamic values have considerable impact on its adherents. Since Islam has

more regulated principles, such as halal and haram categorization of things, it is more likely

that one will see the influence of religious codes on the economic practices and strategic

decisions of Islam adherents.

The study focuses on two main aspects: how CEO education impacts firm performance and

how it influences CEO turnover. Raith argues that CEO education can bring both industry-
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specific skills and general management knowledge to a firm, which in turn can positively

influence firm value. Additionally, he examines whether the impact of CEO education on

firm value is mediated by CEO turnover. These authors have contributed to the empirical

framework on CEO education and its impact on firm value by examining factors such as

educational background, qualifications, and skill sets of CEOs in relation to firm performance

and shareholder wealth. Raith's empirical studies involves gathering data on CEO education

and firm financial performance from a large sample of publicly traded firms. He then

analyzes the relationship between CEO education and firm value using a variety of statistical

models and techniques.

Bertrand and Scholar (2003) In their study titled "Managing with Style The Effect of

Managers on Firm Policies," they examined the impact of CEO education on various firm

policies including investment, financial decisions, and innovation. They found a significant

positive relationship between CEO education and firm investment, profitability, and research

and development activities. Podolny, Khurana, and Hill-Popper (2004) In their research paper

"Revisiting the CEO Effect on Firm Performance," they explored the effect of CEO education

on firm performance across a large sample of publicly traded companies. Hambrick, D. C., &

Mason, P. A. (1984). Upper echelons: The organization as a reflection of its top managers.

Academy of Management Review, 9(2), 193-206. Hambrick and Jackson (2000): In their

work, "An Empirical Examination of the External Corporate Governance Factors and

Financial Performance," they investigated the impact of CEO education on firm performance.

They found a positive correlation between CEO education levels and firm performance,

suggesting that CEOs with higher education are more likely to make effective decisions that

positively influence firm value.

Qian et al. (2020) This recent study examined the impact of CEO education on firm value in

China. Using a sample of Chinese listed firms, the authors found a positive relationship
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between CEO education level and firm value, measured by market-to-book ratios. They also

observed that this relationship was contingent on factors such as firm size and state

ownership, suggesting that CEO education may have different effects in different institutional

contexts. Kaplan and Rosenstein (1983) In their study titled "The Determinants of CEO

Compensation," they examined the relationship between CEO education and firm

performance. They found that CEOs with higher levels of education tend to receive higher

compensation, which suggests that education level is valued and rewarded in the executive

labour market.

Scholars argue that younger CEOs bring fresh perspectives and are more adaptable to

dynamic business environments, positively impacting firm value. Conversely, older CEOs

may possess vast experience and institutional knowledge, positively affecting firm value

through their strategic decision-making capabilities. However, potential drawbacks related to

CEO age include a reluctance to take risks, cognitive biases, and decreased vigor.

Another paper examines how CEO characteristics, including age, influence strategic

decision-making and firm performance. Srinivasan, V., Park, D., & Chang, M. (2005) - This

study investigates the relationship between CEO characteristics, including age, tenure, and

education, and firm value. Carpenter, M. A., & Fredrickson, J. W. (2001) - "Top

Management Teams, Global Strategic Posture, and the Moderating Role of Uncertainty."

While not solely focusing on CEO age, this paper examines the characteristics of top

management teams, including CEO age, and their impact on firm performance under different

levels of uncertainty. Li, K., Griffin, D., Yue, H., & Zhao, L. (2012) - "Board Age and

Organizational Performance: An Empirical Analysis of S&P 1500 Companies." Although this

paper looks at board age rather than CEO age, it explores the impact of elderly directors on

firm performance, which indirectly influences CEO decision-making and firm value.
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CHAPTER THREE

METHODOLOGY

3.1 Introduction

This chapter is divided into a number of sections which include Research design,

population and sample of the study, sources of data, theoretical framework, model

specification, measurement and operationalization of variables as well as the method

of data analysis.

3.2 Research design

The study employed a quantitative research approach to explore the impact of CEO

characteristics and firm value. It utilized a descriptive research type to gain a

comprehensive understanding of CEO characteristics and how it influences firm value

within this context. Data of different firms listed in the Nigeria Stock Exchange were

gotten and analyzed in this study.

3.3 Population and sample size

The study's population comprises of all one hundred and fifty-five (155) listed firms in

the Nigerian Exchange (NGX) serving as the macro unit of analysis, the sampling

frame comprises yearly datasets of 50 firms, sourced from the Nigerian stock

exchange and audited annual reports of the respective firms, will provide a robust

chronological insight into the objective of the study.
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3.4 Sources of data

The study predominantly leans on secondary data sources, meticulously aggregated

from authoritative and credible databases and publications. Primarily, the stock

exchange will be instrumental in procuring relevant data set for CEO characteristics.

To further bolster the depth and diversity of the data pool, the research will also

incorporate findings and statistics from previously published research articles, journals,

and reports focused on firm Values. This amalgamation of diverse secondary sources

ensures a comprehensive, multi-faceted, and nuanced understanding of the research

problem.

3.5 Model Specification

To analyze CEO characteristics and firm value in Nigeria, the following econometric

model can be formulated:

ROI = b0 + b1EDU + b2REL + b3AGE + b4FSIZ + b5LEV + e

Where:

ROI is measured as net income divided by total investment.

EDU measured by 1 if CEO has a Masters degree or higher, 0 otherwise.

REL measured as 1 if CEO is a Christian, 0 if Muslim.

AGE measured as Natural logarithm of (Financial reporting year – CEO’s year of

birth).

POL measured by 1 if CEO is politically affiliated, 0 otherwise.
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FSIZ is measured by the size of the firm

LEV is measured by Debt divided by equity

3.6 Measurement and Operationalization of Variables

Variables Variable type Measurements

Return on Investment

(ROI)

Dependent Net income divided by total

investment

CEO Education (EDU) Independent 1 if CEO has a Masters

degree or higher, 0

otherwise

CEO Religion (REL) Independent 1 if CEO is a Christian, 0 if

Muslim

CEO age (AGE) Independent Natural logarithm of

(Financial reporting year –

CEO’s year of birth)

Firm size (FSIZ) Control variable Natural logarithm of asset

Firm Leverage Control variable ����
������

Source: Author's computation, 2023

3.8 Method of Data Analysis

For the analysis, the study will employ a panel data regression approach, given the

nature of the dataset. The data will be analysed using correlation coefficient and
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regression analysis. The analysis will be executed using statistical software such as

STATA or EViews, which are adept at handling panel data structures.
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CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

4.1 Introduction

In this section, we shall be focusing on the presentation, analysis and interpretation of the

data collected for this research work. Consequently, it entails the application of both

mathematical and statistical techniques to provide the bases for the research hypothesis.

Hence, it is a vital part of any research work, since it forms the basis for recommendation and

conclusion at the end of the research. A quantitative analysis of the models specified in the

previous chapter is examined empirically. The study was conducted to ascertain the

relationship between CEOs characteristics and firm value.

4.2 Descriptive statistics

ROI__N_000_ EDU REL AGE FSIZ LEV

Mean 285289.6 0.200000 0.110000 1.181200 15.30986 3.386900

Median 258337.5 0.000000 0.000000 0.000000 15.53745 3.235000

Maximum 5523052. 1.000000 1.000000 8.560000 34.33900 8.010000

Minimum -2901109. 0.000000 0.000000 0.000000 2.800900 0.000000

Std. Dev. 742822.2 0.402015 0.314466 2.515473 6.620023 1.901976

Skewness 2.020300 1.500000 2.492891 1.857798 0.288815 0.284208

Kurtosis 32.15635 3.250000 7.214505 4.835820 2.716551 2.732330

Jarque-

Bera 3610.079 37.76042 177.5836 71.56623 1.725003 1.644765

Probability 0.000000 0.000000 0.000000 0.000000 0.422105 0.439384

Source: Researchers Compilation, 2024

From the result in the table above it was observed that the mean value of return on investment

stood at a value of 285289.6. The standard deviation measuring the spread of the distribution

stood at a value of 742822.2. The jarque Bera statistics which measures the overall
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significance of the model stood at a value of 3610.7.The probability value also stood at a

value of 0.00 therefore indicating that the variable is normally distributed. The next variable

which education stood at a mean value of 0.20. The standard deviation measuring the spread

of the distribution stood at a value of 0.40 therefore indicating that the variables are well

spread. Further the next variable which is religion was found to have a mean value of 0.11,

the standard deviation measuring the spread of the distribution stood at a value of 0.31

therefore indicating that the variable is well spread. Furthermore, the Jarque Bera statistics

which measures the normality of the distribution stood at a value of 177.5 therefore

indicating that the variable is normally distributed. The next variable which is age was found

to have a mean value of 1.18 the standard deviation measuring the spread of the distribution

stood at a value of 2.515, while the jarque bera statistics which measures the normality of the

distribution stood at a value of 71.5 therefore implying that the variable is normally

distributed. Firm size was found to have a mean value of 15.309, the standard deviation

measuring the spread of the distribution stood at a value of 6.62. While the Jarque Bera

statistics which measures the normality of the distribution stood at a value of 1.75 with a

probability value of 0.422 therefor indicating that the variable is not normally distributed.

The last variable which is leverage was found to have a mean value of 3.3, the standard

deviation measuring the spread of the distribution stood at a value of 1.901 while the Jarque

Bera statistics stood at a value of 1.644 and a probability value of 0.43 therefor implying also

that the variable is not normally distributed.

4.3 Correlation Analysis

ROI__N_000_ EDU REL AGE FSIZ LEV
ROI__N_000_ 1.000000

-----
100

EDU 0.154162 1.000000
0.1257 -----
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100 100

REL 0.213082 0.703123 1.000000
0.0333 0.0000 -----

100 100 100

AGE 0.201053 0.943879 0.637154 1.000000
0.0449 0.0000 0.0000 -----

100 100 100 100

FSIZ -0.113569
-

0.005876
-

0.000963
-

0.049330 1.000000
0.2606 0.9537 0.9924 0.6260 -----

100 100 100 100 100

LEV 0.018697
-

0.006975
-

0.034214
-

0.039165 0.065349 1.000000
0.8535 0.9451 0.7354 0.6988 0.5183 -----

100 100 100 100 100 100
Source: Researchers Compilation, 2024

Education was found to have a positive relationship with return on investment. It was

however not found to be statistically significant as it revealed probability value in excess of

the threshold value of 5%. Religion was found to have a positive relationship with return on

equity as revealed by the coefficient value of 0.21. The relationship was also found to be

significant as it revealed a value of 0.03 which was less than the threshold value. Age was

found to have a positive relationship with return on equity as revealed by the positive

coefficient value of 0.20 it was also found to be statistically significant at 5%. Firm size was

found to have a negative relationship with return on equity. It was also not statistically

significant at 5% level of significance. The last variable leverage was found to have a positive

relationship with return on equity. It was however not found to be statistically significant

when tested at 5% level of significance.
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4.4 Regression Result

Dependent Variable: LOG(ROI__N_000_)

Method: Least Squares

Date: 03/17/24 Time: 14:35

Sample (adjusted): 4 100

Included observations: 70 after adjustments

Convergence achieved after 7 iterations

White heteroskedasticity-consistent standard errors & covariance

Variable Coefficient Std. Error t-Statistic Prob.

C 13.59577 0.417085 32.59710 0.0000

EDU 0.008399 0.619307 0.013561 0.9892

REL 0.054188 0.315630 0.171682 0.8642

AGE 0.008006 0.082280 0.097297 0.9228

FSIZ -0.047493 0.018025 -2.634896 0.0106

LEV -0.166922 0.071106 -2.347511 0.0221

AR(3) -0.022189 0.137929 -0.160875 0.8727

R-squared 0.235604 Mean dependent var 12.22248

Adjusted R-squared 0.162805 S.D. dependent var 0.899505

S.E. of regression 0.823032 Akaike info criterion 2.542997

Sum squared resid 42.67506 Schwarz criterion 2.767846

Log likelihood -82.00488 Hannan-Quinn criter. 2.632310

F-statistic 3.236338 Durbin-Watson stat 1.847820

Prob(F-statistic) 0.007777 Wald F-statistic 2.721012
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Prob(Wald F-statistic) 0.027385

Inverted AR Roots .14+.24i .14-.24i -.28

Source: Researchers Compilation,2024

From the result of the analysis it was observed that education was found to have a positive

impact return on investment as revealed by the positive coefficient value of 0.008. It was

however not found to be statistically significant when tested at 5% level of significance. The

next variable which is religion was found to have a positive impact on return on equity as

revealed by the positive coefficient value of 0.054. it was also not found to be statistically

significant when tested at 5% level of significant. Age was found to have a positive impact on

return on equity. It was also not found to be statistically significant when tested at 5% level of

significance. Firm size was found to have a negative impact on return on investment it was

also found to be statistically significant when tested at 5% level of significance as it revealed

values less than 5% level of significance.

The analysis results suggest that while education, religion, and age exhibit positive impacts

on return on investment and return on equity, they do not achieve statistical significance at

the 5% level. This implies that although these factors may contribute positively to returns, the

observed effects could be due to chance rather than being reliably indicative of a true

relationship. On the other hand, firm size demonstrates a statistically significant negative

impact on return on investment, suggesting that larger firms tend to experience lower returns.

This finding holds practical implications for investors and policymakers, indicating the

importance of considering firm size when making investment decisions or formulating

economic policies aimed at enhancing returns. Overall, while certain variables may appear to

influence returns, caution should be exercised in drawing definitive conclusions without

statistically significant evidence to support them.
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Furthermore, the summary statistics revealed that the coefficient of determination depicted as

R2 stood at a value of 0.23 therefore indicating that the model accounts for 23% of the

systematic variation exhibited by the dependent variable while the remaining aspect left on

accounted for is been captured by the stochastic error term. The Fstatistics which account for

the overall significance of the model stood at a value of 3.23 it was also found to be

statistically significant at 5% level of significance (0.05<0.00).

The Durbin Watson statistics which stood at a value of 1.84 which is less than the threshold

value therefore indicating the absence of autocorrelation in the model.

The summary statistics suggest that while the regression model explains a moderate portion

of the systematic variation in returns, there are still significant unexplained factors

contributing to return fluctuations. The statistical significance of the F-statistic underscores

the overall reliability of the model in explaining variations in returns. Additionally, the

absence of autocorrelation, indicated by the Durbin-Watson statistic, enhances confidence in

the model's validity. However, the relatively low R-squared value implies that there are other

influential factors beyond those included in the model. Therefore, while the model provides

valuable insights, caution should be exercised in relying solely on its predictions, and further

research may be needed to capture the full complexity of factors affecting returns accurately.

Heteroskedasticity Test

Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 0.651290 Prob. F(5,64) 0.6615

Obs*R-squared 3.389289 Prob. Chi-Square(5) 0.6402

Scaled explained SS 3.760221 Prob. Chi-Square(5) 0.5844

Source: Researcher’s compilation, 2024.
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Given that Heteroscedasticity tends to be a deficiency in a data set, the Breusch-Pagan-

Godfrey test was conducted on the residuals as a precautionary measure in this study, as

noted by Johnson and Dinardo (1997) and Engle (1982b). Analysis of the results indicated

probabilities exceeding 0.05, thereby indicating that the presence of heteroscedasticity in the

residuals was not supported and it was rejected.

Auto-Correaltion Test

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.078529 Prob. F(2,61) 0.9246

Obs*R-squared 0.179767 Prob. Chi-Square(2) 0.9140

The Lagrange Multiplier (LM) test for higher-order autocorrelation is utilized in this study

and this is in recognition of the fact that OLS models assume serial independence in the

residuals (Maddala, 1977; Greene, 1990). The LM test is a general test for high order

autocorrelation and is relatively more powerful than the DW test. From the results, the

hypotheses of zero autocorrelation in the residuals were not rejected. This was because the

probabilities (Prob. F, Prob. Chi-Square) were greater than 0.05. The LM test did not,

therefore, reveal serial correlation problems for the model.

4.5 Discussion of findings

From the result of the analysis it was observed that education was found to have a positive

impact return on investment as revealed by the positive coefficient value of 0.008. It was

however not found to be statistically significant when tested at 5% level of significance. The

next variable which is religion was found to have a positive impact on return on equity as

revealed by the positive coefficient value of 0.054. it was also not found to be statistically
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significant when tested at 5% level of significant. Age was found to have a positive impact on

return on equity. It was also not found to be statistically significant when tested at 5% level of

significance. Firm size was found to have a negative impact on return on investment it was

also found to be statistically significant when tested at 5% level of significance as it revealed

values less than 5% level of significance.

The analysis results suggest that while education, religion, and age exhibit positive impacts

on return on investment and return on equity, they do not achieve statistical significance at

the 5% level. This implies that although these factors may contribute positively to returns, the

observed effects could be due to chance rather than being reliably indicative of a true

relationship. On the other hand, firm size demonstrates a statistically significant negative

impact on return on investment, suggesting that larger firms tend to experience lower returns.

This finding holds practical implications for investors and policymakers, indicating the

importance of considering firm size when making investment decisions or formulating

economic policies aimed at enhancing returns. Overall, while certain variables may appear to

influence returns, caution should be exercised in drawing definitive conclusions without

statistically significant evidence to support them.
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CHAPTER FIVE

SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATIONS

5.0 Introduction

In this chapter, we delve deeper into the analysis of factors influencing return on investment

(ROI) based on the findings presented in the previous chapters. Building upon the insights

gained from the statistical analysis conducted, this chapter aims to provide a more

comprehensive understanding of the complex dynamics shaping investment outcomes. We

explore additional variables, conduct supplementary analyses, and offer targeted

recommendations to guide investors, policymakers, and researchers in navigating the

intricacies of financial decision-making.

Specifically, this chapter begins by revisiting the variables of interest, namely education,

religion, age, and firm size, to conduct a more nuanced examination of their impact on

investment returns.

Furthermore, drawing from the comprehensive analysis conducted, this chapter offers

practical recommendations for investors, policymakers, and stakeholders in the financial

industry. These recommendations are grounded in empirical evidence and tailored to address

the specific challenges and opportunities identified in the analysis. Through the synthesis of

empirical analysis, qualitative insights, and actionable recommendations, this chapter seeks to

advance our understanding of the factors driving investment returns and provide actionable

guidance for navigating the complexities of the financial markets. By leveraging

interdisciplinary perspectives and rigorous methodologies, we aim to contribute to the

advancement of knowledge in the field of accounting and empower stakeholders to make

sound, evidence-based investment decisions.
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5.1 Summary of Findings

The analysis revealed several key findings regarding the factors influencing return on

investment (ROI)

1. The analysis revealed a positive impact of education on return on investment (ROI),

suggesting that individuals with higher levels of education may tend to achieve higher

returns. However, this relationship was not statistically significant at the 5% level,

indicating caution in interpreting it as a reliable indicator of a true relationship.

2. Similarly, the analysis found a positive impact of religion on return on equity (ROE),

implying that individuals with specific religious affiliations may experience higher

returns. However, like education, this relationship was not statistically significant at

the 5% level, suggesting that the observed effect could be due to chance rather than

being reliably indicative of a true relationship.

3. The analysis also indicated a positive impact of age on return on equity, implying that

older age groups may tend to achieve higher returns. However, similar to education

and religion, this relationship was not statistically significant at the 5% level, urging

caution in interpreting it as a robust predictor of returns.

4. In contrast, firm size was found to have a statistically significant negative impact on

return on investment. This implies that larger firms tend to experience lower returns

on investment. This finding highlights the importance of considering firm size in

investment decision-making processes and underscores the potential advantages of

investing in smaller firms.
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5.2 Conclusion

In conclusion, the analysis provides valuable insights into the factors influencing return on

investment (ROI) and return on equity (ROE). While education, religion, and age initially

appear to have positive impacts on ROI and ROE, the lack of statistical significance suggests

caution in interpreting these relationships as reliable indicators of true associations.

Conversely, firm size demonstrates a statistically significant negative impact on ROI,

indicating that larger firms tend to experience lower returns. These findings underscore the

importance of considering various factors, including firm size, when making investment

decisions. Furthermore, the recommendations emphasize the need for diversification,

continuous learning, ethical investing considerations, long-term planning, and careful

evaluation of firm fundamentals. By incorporating these insights and recommendations,

investors can navigate the complexities of financial markets more effectively and strive to

achieve their investment objectives while managing risks prudently.

5.3 Recommendations

1. While education may seem to have a positive impact on investment returns, its lack of

statistical significance suggests caution in relying solely on this factor for investment

decisions. Investors should diversify their investment approach beyond educational

backgrounds and consider additional factors such as financial performance, industry

trends, and market conditions. Also there is the need to encourage continuous learning

and financial education among investors to improve their understanding of investment

principles and strategies. This can empower investors to make informed decisions and

navigate complex financial markets effectively.

2. Although religion appears to have a positive impact on return on equity, its lack of

statistical significance implies that other factors may play a more significant role in
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investment returns. Investors should consider a holistic approach to investment

decision-making, incorporating multiple factors such as financial performance, market

dynamics, and risk assessment. For investors who prioritize aligning their investments

with their religious or ethical beliefs, ethical investing strategies can be explored. This

involves selecting investments that adhere to specific religious or ethical principles

while still considering financial viability and risk management.

3. While older age groups may seem to have a positive impact on return on equity, the

lack of statistical significance suggests that age alone may not be a reliable predictor

of investment returns. Investors should focus on long-term financial planning and

consider a diversified investment strategy that accounts for individual financial goals,

risk tolerance, and time horizon. Also there is the need to implement lifecycle

investing strategies that adjust asset allocation based on an individual's age and risk

tolerance. Younger investors may have a higher risk tolerance and can afford to

allocate more to equities, while older investors may prioritize capital preservation and

income generation through a more conservative asset allocation.

4. Recognizing the statistically significant negative impact of firm size on return on

investment, Investors should carefully evaluate firm fundamentals, including financial

performance, management quality, competitive positioning, and growth prospects,

when selecting investments. Also assess the impact of firm size within specific sectors

or industries. While larger firms may offer stability and market dominance in some

industries, smaller firms may present growth opportunities and agility in others.

Investors should consider sector dynamics and market trends when evaluating the

impact of firm size on investment returns.
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5.4 Recommendations for further studies

1. Conduct a more comprehensive examination of the relationships between education,

religion, age, and investment returns across different demographic groups, regions,

and time periods.

2. Explore potential mediating or moderating variables that may influence the observed

associations, such as investment behaviour, risk tolerance, or cultural factors.

3. Explore how investors perceive the relevance of these factors in their investment

decisions and how they prioritize them compared to other financial considerations.
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APPENDICES

ROI__N_000
_ EDU REL AGE FSIZ LEV

Mean 285289.6 0.200000 0.110000 1.181200 15.30986 3.386900
Median 258337.5 0.000000 0.000000 0.000000 15.53745 3.235000
Maximum 5523052. 1.000000 1.000000 8.560000 34.33900 8.010000
Minimum -2901109. 0.000000 0.000000 0.000000 2.800900 0.000000
Std. Dev. 742822.2 0.402015 0.314466 2.515473 6.620023 1.901976
Skewness 2.020300 1.500000 2.492891 1.857798 0.288815 0.284208
Kurtosis 32.15635 3.250000 7.214505 4.835820 2.716551 2.732330

Jarque-Bera 3610.079 37.76042 177.5836 71.56623 1.725003 1.644765
Probability 0.000000 0.000000 0.000000 0.000000 0.422105 0.439384

Sum 28528956 20.00000 11.00000 118.1200 1530.986 338.6900
Sum Sq. Dev. 5.46E+13 16.00000 9.790000 626.4329 4338.646 358.1337

Observations 100 100 100 100 100 100

Covariance Analysis: Ordinary
Date: 03/17/24 Time: 14:23
Sample: 1 100
Included observations: 100

Correlation
Probability

Observations
ROI__N_00

0_ EDU REL AGE FSIZ LEV
ROI__N_000_ 1.000000

-----
100

EDU 0.154162 1.000000
0.1257 -----

100 100

REL 0.213082 0.703123 1.000000
0.0333 0.0000 -----

100 100 100
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AGE 0.201053 0.943879 0.637154 1.000000
0.0449 0.0000 0.0000 -----

100 100 100 100

FSIZ -0.113569 -0.005876 -0.000963 -0.049330 1.000000
0.2606 0.9537 0.9924 0.6260 -----

100 100 100 100 100

LEV 0.018697 -0.006975 -0.034214 -0.039165 0.065349 1.000000
0.8535 0.9451 0.7354 0.6988 0.5183 -----

100 100 100 100 100 100

Dependent Variable: LOG(ROI__N_000_)

Method: Least Squares

Date: 03/17/24 Time: 14:35

Sample (adjusted): 4 100

Included observations: 70 after adjustments

Convergence achieved after 7 iterations

White heteroskedasticity-consistent standard errors & covariance

Variable Coefficient Std. Error t-Statistic Prob.

C 13.59577 0.417085 32.59710 0.0000

EDU 0.008399 0.619307 0.013561 0.9892

REL 0.054188 0.315630 0.171682 0.8642

AGE 0.008006 0.082280 0.097297 0.9228

FSIZ -0.047493 0.018025 -2.634896 0.0106

LEV -0.166922 0.071106 -2.347511 0.0221

AR(3) -0.022189 0.137929 -0.160875 0.8727

R-squared 0.235604 Mean dependent var 12.22248

Adjusted R-squared 0.162805 S.D. dependent var 0.899505

S.E. of regression 0.823032 Akaike info criterion 2.542997

Sum squared resid 42.67506 Schwarz criterion 2.767846

Log likelihood -82.00488 Hannan-Quinn criter. 2.632310
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F-statistic 3.236338 Durbin-Watson stat 1.847820

Prob(F-statistic) 0.007777 Wald F-statistic 2.721012

Prob(Wald F-

statistic) 0.027385

Inverted AR Roots .14+.24i .14-.24i -.28

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.078529 Prob. F(2,61) 0.9246

Obs*R-squared 0.179767 Prob. Chi-Square(2) 0.9140
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Data for the study

Company EDU REL AGE FSIZ LEV ROI
(N'000)

ABBEY
MORTGAGE BANK
PLC [BLS]

1 1 7.58

2018 7.30 0.78 342,589
2019 12.50 1.41 581,680
2020 4.90 0.59 590,883
2021 8.61 0.95 789,250
2022 10.01 0.23 856,820

ACADEMY PRESS
PLC. 1 1 7.29

2018 10.12 1.79 300,528
2019 9.57 2.59 187,635
2020 6.42 2.06 353,560
2021 9.57 1.93 135,488
2022 18.88 2.96 -265,544

ACCESS
HOLDINGS
PLC [CG+]

1 1 3.29

2018 10.50 2.76 287,600
2019 12.55 2.9 392,500
2020 8.50 3.21 537,234
2021 17.80 1.43 750,125
2022 24.29 0 250,444

AFRICA
PRUDENTIAL
PLC [CG+]

1 0 5.79

2018 18.50 2.57 374,650
2019 12.50 1.96 652,125
2020 20.65 1.6 -105,632
2021 16.40 2.52 98,620
2022 23.59 3.93 422,000

AFRICAN
ALLIANCE
INSURANCE
PLC [MRF]

1 1 7.58

2018 15.38 7.69 5,523,052
2019 10.60 8.01 987,622
2020 8.40 4.68 463,856
2021 10.40 6.58 63,557

2022 9.61 7.87 -
2,901,109

AFROMEDIA
PLC [MRF] 1 0 7.58

2018 8.00 0 263,600
2019 12.80 1.52 102,587
2020 6.00 0.86 258,674
2021 18.30 1.05 355,950
2022 10.53 0 45,665

AIICO INSURANCE
PLC. 1 0 3.29

2018 12.40 5.78 96,580
2019 18.41 5.9 136,850
2020 8.01 4.83 187,650
2021 14.41 8.01 99,562
2022 16.86 6.46 23,665

AIRTEL AFRICA 1 1 5.29 2018 15.70 1.9 -137,553
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PLC 2019 13.65 3.61 257,600
2020 18.50 1.69 352,500
2021 20.50 0.99 437,650
2022 20.10 2.34 102,557

ALUMINIUM
EXTRUSION IND.
PLC. [BLS]

1 1 4.29

2018 22.39 3.18 376,940
2019 23.95 2.6 487,650
2020 15.52 4.37 358,600
2021 17.08 2.54 137,250
2022 28.21 4.14 -65009

ARBICO PLC. 1 1 7.58

2018 5.60 2.69 639,250
2019 3.74 2.7 782,634
2020 2.80 4.82 400,650
2021 6.74 2.84 437,522
2022 3.75 3.72 500,890

ASO SAVINGS AND
LOANS PLC [DIP] 1 0 7.58

2018 14.69 2.65 237,632
2019 20.60 3.6 470,628
2020 18.01 2.85 210,553
2021 19.55 2.69 156,805
2022 16.87 3.93 345,070

ASSOCIATED BUS
COMPANY PLC 1 1 3.29

2018 19.11 4.22 136,650
2019 23.60 2.69 -527,500
2020 14.50 1.79 358,628
2021 12.80 2 1,500,625

2022 17.11 2.12 -
2,880,002

AUSTIN LAZ &
COMPANY PLC 1 0 4.29

2018 10.01 3.05 374,628
2019 8.32 4.6 674,522
2020 6.01 2.85 462,680
2021 8.59 3.59 387,552
2022 7.34 4.35 220,560

AXAMANSARD
INSURANCE
PLC [CG+]

1 1 7.58

2018 23.00 0 134,682
2019 15.44 1.32 488,364
2020 22.90 3.27 381,552
2021 14.80 1.45 466,821
2022 21.58 0.09 567,990

BERGER PAINTS
PLC [CG+] 1 0 7.57

2018 6.44 3.26 379,646
2019 7.56 4.3 400,263
2020 6.00 3.18 533,254
2021 9.65 4.05 191,529
2022 7.81 4.77 50,000

BETA GLASS PLC. 1 0 7.29 2018 18.40 3.8 244,682
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2019 23.50 0.34 83,480
2020 25.50 2.74 250,615
2021 21.67 4.02 317,650
2022 18.05 4.98 177,090

BRICLINKS
AFRICA PLC 1 0 3.28

2018 28.99 4.37 68,537
2019 18.44 5.49 381,528
2020 28.56 3.69 65,284
2021 34.34 4.19 145,523
2022 31.28 5.19 10,880

BUA CEMENT PLC 1 1 3.78

2018 15.56 4.35 324,551
2019 17.45 5.8 126,800
2020 19.55 6.05 37,552
2021 20.45 4.98 90,553
2022 18.52 5.4 45,822

BUA FOODS PLC 1 1 5.34

2018 23.56 5.87 137,560
2019 15.45 3.59 258,001
2020 18.05 4.5 91,885
2021 17.44 3.8 110,452
2022 18.75 4.56 89,230

C & I LEASING
PLC. 1 0 8.56

2018 18.99 6.5 157,610
2019 17.44 4.87 642,551
2020 13.69 5.62 137,552
2021 18.55 3.95 380,002
2022 15.01 5.83 120,987
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