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Abstract 

Since health and productivity are directly linked to economic growth, the pharmaceutical 

industry is a critical component in a country's overall prosperity. This research studied the 

link between the ownership structure of listed pharmaceutical businesses in Nigeria and their 

financial success. The design was implemented after the fact. The 0.05 threshold of 

significance was used to test two hypotheses. The study employed secondary data and a 

sample of 5 pharmaceutical companies listed in NSE were used. The data gathered was 

analysed using ordinary least square regression technique via E-views version 9.   Findings 

revealed that managerial ownership (MANOWN) and ownership concentration (OWNCON) 

were negatively correlated and do not have a significant relationship with profit margin of 

quoted pharmaceutical companies in Nigeria. It was recommended that the Management of 

pharmaceutical companies should adopt policies that would favour appropriate increase in 

share capital size. This will help improve the propensity to better the ownership structure of 

the best known form of raising capital for firms. 

Keywords: Ownership Structure, Financial Performance, Pharmaceutical Companies  

  

mailto:emmy292012@gmail.com


Research Journal of Management Practice | ISSN: 2782-7674 

Vol. 2, Issue 1 (January, 2022) | www.ijaar.org  

 

114 
 

Introduction 

Since health and productivity are directly linked to economic growth, the pharmaceutical 

industry is a critical component in a country's overall prosperity. A flourishing 

pharmaceutical industry, according to Ugbam and Okoro (2017), not only serves to guarantee 

a healthy and productive workforce, but it also contributes considerably to the GDP and 

generates foreign currency. Before independence, the pharmaceutical business was made up 

of representatives of foreign firms like as Beecham, May and Baker, Pfizer, Glaxo, and J.L. 

Morrison who distributed imported pharmaceuticals. The Nigerian pharmaceutical sector has 

gone a long way. About 130 pharmaceutical enterprises are now in operation in the nation, 

with five indigenous companies accounting for 58 percent of all pharmaceutical product 

manufacture. Some performance measures for the Nigerian pharmaceutical industry indicate 

low performance, with capacity utilization at 40%, the sector wasonly able to meet 25% of 

the local demand for medications, and imports from Asian nations accounting for the 

remaining 75%. Pharma imports were worth $481 million in 2013 and would be worth $789 

million by 2018. Nigeria is not one of the 17 growth markets in the global pharmaceutical 

business, which is predicted to expand from $1.3 trillion to $1.4 trillion over the next five 

years. The pharmaceutical sector's contribution to Nigeria's GDP in 2019 was only 0.19 

percent, according to a survey by the Manufacturers Association of Nigeria (MAN) (MAN, 

2006:49;Gumel, 2014; UNIDO, 2011). 

Research reports from Enofe and Isaivwe (2012; Ajagbe and Ismail, (2004); Dabor (2005) 

and Isaivwe (2015), have shown that ownership structure is a major barrier affecting the 

growth of pharmaceutical industry in Nigeria.  How owners and managers interact with one 

other is a key part of the overall ownership structure (Abu-Tapanjah, 2006). A company's 

ownership structure is defined by more than just the voting and capital distribution of shares, 

according to Facio and Lang (2002). 

On the other hand, extensive research has been done in other industrial sectors, but there is a 

lack of literature on ownership structure in Nigeria's pharmaceutical enterprises. Therefore, 

this research aims to investigate the influence of ownership structure on the financial 

performance of Nigerian pharmaceutical businesses. ' 

 

Objectives of the study 

According to this research, determining the link between a pharmaceutical company's 

ownership structure and its financial success in Nigeria is the primary goal of this 

investigation. The study's goal was to accomplish the following: 

1. To establish the extent to which managerial ownership associates with the profit 

margin of listed pharmaceutical companies in Nigeria. 

2. To establish the extent to which ownership concentration associates with the profit 

margin of listed pharmaceutical companies in Nigeria. 

Hypotheses 

The following null hypotheses were formulated and tested at 0.05 level of significance:  

H01: Managerial ownership does not have a significant relationship with the profit margin of 

listed pharmaceutical companies in Nigeria. 

H02: Ownership concentration does not have a significant relationship with the profit margin 

of listed pharmaceutical companies in Nigeria. 
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Literature Review 

Conceptual Clarification 

Ownership Structure  
To put it in other words, the ownership structure includes the allocations of equity in voting 

rights, capital, and a list of equity owners. These structures are critical to corporate 

governance because they impact the incentives of managers and hence the economic 

efficiency of the companies they control. It may also be used to characterize a company's 

level of ownership concentration, i.e. the proportion of major shareholders. Zhou (2009) 

referred to stockholder ownership % as ownership structure. 

Managerial Ownership 

Employees of the firm's management possess a considerable portion of the shares of the 

company through managerial ownership. Insider ownership is a synonym for this word. The 

owners of the firm are also the company's managers under this style of ownership. If a 

business's managers or executives’ own stock in the company, they have the same rights as 

shareholders, which eliminates conflicts of interest between the company's interests and those 

of its shareholders. 

Ownership Concentration 

Concentration is the proportion of a company's stock that is owned by a handful of its most 

important shareholders (Sanda, Mikailu & Garba, 2015). To put it another way, the 

concentration of ownership between Karaca and Ekşi may be measured by how much they 

own or own (2012). An organization's ownership concentration is referred to as "concentrated 

shareholder" or "controlling shareholder" when a small number of shareholders own the 

majority of the company's stock. Percentage of shares owned by shareholders holding 5% or 

more of a company's stock, according to Pongsaporamat (2016). Having direct and indirect 

voting rights of more than 25% in a company is considered a controlling shareholder. As far 

as I can tell, all of the definitions are comparable. For this investigation, the definition 

provided by Sanda, Mikailu, and Garba (2015) is used. 

Financial Performance  

Financial or non-financial metrics may be used to assess an organization's performance; it can 

also be quantified in quantitative or non-quantitative terms. Effectiveness may be measured 

in a variety of ways. According to Yamin, Gunasekruan and Mavondo (2019), the degree to 

which an organization accomplishes its market-oriented and financial objectives is what they 

mean when they talk about organizational performance. A more comprehensive view of 

company success includes not just financial but also operational (i.e. non-financial) 

performance measures, they said. 

 

Profit Margins 
To evaluate the flow of earnings over a certain time, profit margin compares the flow of 

profits with expenses or sales incurred during that period. It is therefore possible to look at 

the profit margin on expenses (profits minus costs) or the profit margin on revenues (profits 

divided by sales)  

Theoretical Review 

Agency theory  
The link between the principal(owners) and the agent is the basis of the agency theory 

(Managers). Separation of ownership and management is the root cause of this phenomenon. 

Theory indicates that managers' shareholdings match their interests with those of investors 

(Jensen & Meckling, 1976). Management ownership is predicted to have a greater influence 
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on this effect, implying that effective earnings management may exist to boost profits in the 

sharing of information with high value (Siregar & Utama, 2008). Insider ownership may 

therefore be seen as a means of limiting managers' opportunistic conduct and enhancing the 

quality of profits under the convergence-of-interest argument. Managers are less under 

financial markets' pressure to indicate the market's valuation of the company when owners 

and managers are separated by a short gap (Jensen, 1986; Klassen, 2017). As a result, high 

managerial ownership encourages earnings manipulation when there is no market discipline 

and this may lead to insiders making accounting choices that reflect personal motives at the 

expense of the company (Sanchez-Ballesta & Garsa-Meca, 2007). Management ownership in 

this context has been shown to have a negative impact on management's ability to make 

value-maximizing decisions in the labor market and the corporate control market. As a result, 

management's ownership of the company gives them enough clout to ensure future 

employment. According to the entrenchment theory, significant levels of insider ownership 

might become ineffectual in aligning insiders to adopt value-maximizing choices. As a result, 

the predictions of the agency theory might be thrown off by this entrenchment effect. Results 

management may become more prevalent as a result of increased managerial ownership, 

which may lower the quality of earnings (Yeo, Tan, Ho & Chen, 2012). An active monitoring 

hypothesis and a passive hands-off hypothesis may be used to explain the impact of 

institutional ownership on earnings management (Koh, 2003). Active monitoring hypothesis 

(Bushee, 2018 and Majumdar and Nagarajan, 2017) states that institutional shareholders are 

responsible for influencing how companies are monitored, including how they monitor 

earnings management activities. Because of the role played by institutional investors, it is 

anticipated that the quality of profits would improve as a result of their existence (Bushee, 

2018). Institutional investors, according to the passive hand theory (Bhide, 2013; Potter, 

2012), are essentially focused on the short term. The phrase "myopic investor" refers to an 

investor who is more concerned with short-term gains than long-term gains. It discourages 

investors from spending monitoring fees and focusing on current earnings news, and 

management have incentives to manage earnings proactively because of this attitude (Koh, 

2003). Institutional ownership monitoring may be an essential governance instrument, 

according to agency theory (the efficient monitoring hypothesis). It is more difficult for 

smaller, more passive, or less experienced investors to provide the kind of active monitoring 

that institutional investors can provide (Almazan, Hartzell & Starks, 2005). An enhancement 

in the quality of earnings reports may be predicted if institutional investors exercise greater 

influence on the company's management than if they are simply investors (Velury & Jenkins, 

2006). 

Empirical Review 

On the Ho Chi Minh Exchange from 2009 to 2012, Do and Wu (2014) conducted a study on 

the effect of ownership structure on the performance of non-financial enterprises. Managerial 

ownership had no statistically significant impact on the firm's ROA or ROE, according to 

their findings. This conclusion was supported by their research. As a result, state-owned 

companies (SOEs) are more susceptible to the entrenchment effect. 

Nguyen and Giang (2015) examined the concentration of ownership and the performance of 

construction and material construction firms on HOSE, HNX, and UPCOM. This link was 

estimated using the POLS and FE econometric models. P/E (price over earnings per share) 

and ROA (return on assets) are used as proxies for the firm's success. Consolidation of 

ownership has no effect on a company's ROA (historical performance), but has a negative 

influence on its P/E (value per share). They suggested that the expropriation of block-holders 

may have a detrimental impact. 
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Research by Hoang, Nguyen and Hu (2016) examined the relationship between ownership 

structure, which includes management ownership, and the performance of non-financial 

enterprises listed on HOSE between 2007 and 2015. Additionally, a system GMM was used 

to remove the false connection. For example, the lagged firm's performance, managerial 

ownership, squares, and cubics were all incorporated in the cubic model. In the first step, it 

was suggested that previous performance may influence current results. Evidence from the 

research confirmed the non-monotonic link between degrees of management ownership and 

Tobin's Q. Not unexpectedly, this study's findings are in line with prior research, and the N-

shaped association suggested a positive influence on business performance at lower levels but 

a negative effect at higher levels. 

Nwankwo, Onyekwelu, and Chikezie (2019) evaluated the influence of ownership (i.e. 

equity) structure on the performance of pharmaceutical enterprises in Nigeria. The following 

particular objectives were identified as part of the investigation: Inquire into the influence of 

share capital, share premium, and retained profits on the performance of Nigerian 

pharmaceutical enterprises. Ex-post facto research is used in this study. Purposefully, the 

sample size has been chosen. During the selection process, we chose GlaxoSmithKline, 

Neimeth, and May & Baker Nig. Plc. There is no substantial influence on the performance of 

Nigerian pharmaceutical businesses on their share capital, share premium, or retained profits. 

The study recommends amongst other things that management should adopt policies that 

would favour appropriate increase in share capital size. This will help improve the propensity 

to better the ownership structure of the best known form of raising capital for firms. 

Research on the effect of ownership structure on financial performance of listed firms have 

been extensively studied especially in manufacturing sectors but from available related 

literatures there has been little done on the pharmaceutical sector in Nigeria from 2015-2020.  

Therefore, this study is geared towards filling this gap.  

Methodology 

The study adopted the ex-post facto research design, which allows data existing in records of 

the company to be extracted. The data in use have been obtained through secondary sources, 

i.e. extraction from annual reports and accounts of selected and listed pharmaceutical 

companies. The population of study consist of all the 134 registered pharmaceutical 

companies in Nigeria. A sample of 5 pharmaceutical firms were purposively selected because 

they are the only registered companies listed in Nigeria Stock Exchange. The firms selected 

are; GlaxoSmithKline Consumer PLC, Neimeth International Pharmaceuticals PLC, Fidson 

Healthcare and May & Baker Nig. Plc.  

Economic models that were employed in the research, which were in accordance with the 

literature, are listed as: 

Y (E) = f (MANOWN, OWNCON)…………. (1) 

PM (Y) = 𝛽0 + β1 MANOWN +β2OWNCON +LogLV+ ε… (2) 

Variables Definition and Measurement  
Managerial ownership (MANOWN) = Percentage of shares held by directors which was 

measured by Khalil Syed and Zahid (2012). 

Ownership Concentration (OWNCON) = Percentage of shares held by controlling 

shareholders which was measured by Fazlzadeh, (2011). 
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PM = Is calculated as the difference between Net Income (NI) -- Preferred Dividends(PD), 

divided by the Average Outstanding common Shares (AOS) (dependent variable) is measured 

using its shares divided by the current market price. 

Leverage (LEV) = Total liabilities / Total assets which was measured by Olokoyo, (2012) as 

a control variable. 

β1 – β2 are the coefficient of the parameter estimate. 

𝛽0 the intercept 

ε = error term 

The ordinary least square method via E-VIEWS statistics was used to analyse the data. The 

study uses the adjusted coefficient of determination (adj. R2) as the unit to measure the extent 

to which managerial ownership and ownership concentration associates with the profit 

margin of quoted pharmaceutical company. The decision is thatthe null hypothesis will be 

rejected if p-value < 0.05, otherwise it will be accepted. 

Result and Analysis 

TABLE 1: Descriptive statistics 

 PM MANOWN OWNCON 

 Mean  2.62E+09  0.688333  0.560000 

 Median  2.72E+09  0.670000  0.670000 

 Maximum  4.58E+09  0.830000  0.810000 

 Minimum  1.13E+09  0.550000  0.130000 

 Std. Dev.  1.21E+09  0.111788  0.256982 

 Skewness  0.399321  0.203165 -0.835297 

 Kurtosis  2.359156  1.612439  2.212003 

    

 Jarque-Bera  0.262128  0.522608  0.852956 

 Probability  0.877162  0.770047  0.652804 

    

 Sum  1.57E+10  4.130000  3.360000 

 Sum Sq. Dev.  7.28E+18  0.062483  0.330200 

    

 Observations  6  6  6 

E-view output (2021) 

The average value of PM was approximately 4.58E+09. MANOWN and OWNCON averaged 

0.688333 and 0.560000 respectively. This shows that the businesses made a lower profit on the 

overall amount of investment throughout the time period of the research. The average asset 

worth of the companies in the sample was around 2138088. 

Table 2: Correlation matrix of the selected variables 

 PM MANOWN OWNCON LEV 

PM  1.000000    1 

MANOWN -0.240995  1.000000    

OWNCON -0.659946  0.503347  1.000000  

LEV  1.000000 -0.240995 -0.659946  1.000000 

 

PM was negatively correlated with MANOWN and OWNCON respectively. MANOWN and 

OWNCON also are negatively correlated with firm LEV. MANOWN is positively correlated 

with OWNCON.  

 

 



Research Journal of Management Practice | ISSN: 2782-7674 

Vol. 2, Issue 1 (January, 2022) | www.ijaar.org  

 

119 
 

Hypothesis 1 

H01 Managerial ownership does not have a significant relationship with the profit margin of 

listed pharmaceutical companies in Nigeria. 

  

Table 3: Regression Analysis on profit margin and MANOWN  
     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     MANOWN -2.60E+09 5.24E+09 -0.496628 0.6455 

C 4.41E+09 3.65E+09 1.210539 0.2927 
     
     R-squared 0.058079     Mean dependent var 2.62E+09 

Adjusted R-squared -0.177402     S.D. dependent var 1.21E+09 

S.E. of regression 1.31E+09     Akaike info criterion 45.08477 

Sum squared resid 6.86E+18     Schwarz criterion 45.01536 

Log likelihood -133.2543     Hannan-Quinn criter. 44.80690 

F-statistic 0.246639     Durbin-Watson stat 2.083245 

Prob(F-statistic) 0.645506    
     
     

There is a 17.74 percent explanation for variance in the dependent variable by using an R-

squared value modified to 0.1774. Because the F-statistic was 0.246639, the hypothesis that all 

of the regression coefficients are zero is rejected (p.05). For the regression model, F-statistics 

and an adjusted R2 suggest that the model has a good fit and can explain stock price 

fluctuations. Our variable of interest (MANOWN) has a negative coefficient and t-statistic [t-

statistic (0.496628), p (0.6455>.05)]. The null hypothesis is retained. As a result, managerial 

ownership does not have a significant relationship with the profit margin of listed 

pharmaceutical companies in Nigeria. 

Hypothesis 2 

H02 Ownership concentration does not have a significant relationship with the profit margin 

of listed pharmaceutical companies in Nigeria. 

  

TABLE 4: Regression analysis on PM and OWNCON  
     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     OWNCON -3.10E+09 1.76E+09 -1.756781 0.1538 

C 4.36E+09 1.07E+09 4.068362 0.0152 
     
     R-squared 0.435529     Mean dependent var 2.62E+09 

Adjusted R-squared 0.294411     S.D. dependent var 1.21E+09 

S.E. of regression 1.01E+09     Akaike info criterion 44.57274 

Sum squared resid 4.11E+18     Schwarz criterion 44.50332 

Log likelihood -131.7182     Hannan-Quinn criter. 44.29487 

F-statistic 3.086281     Durbin-Watson stat 1.666356 

Prob(F-statistic) 0.153794    

     
SOURCE: EVIEW OUTPUT, (2021) 

Its adjusted R-squared value was roughly 0.294411, which means that the model accounts for 

about 29.4411 percent of the variance in the dependent variable. To test a hypothesis that all 

regression coefficients are equal to zero, the F-statistic was 3.086281 (p.05). F-statistics and 

adjusted R2 for the regression seem to be a good fit for the whole model, which explains the 

volatility of the profit margin. A positive and statistically significant t-statistic (t-statistic 

1.756781, 0.1538>0.05) was found for our variable of interest (OWNCON); hence the null 
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hypothesis was retained. Ownership concentration does not have a significant relationship 

with the profit margin of listed pharmaceutical companies in Nigeria. 

Discussion of findings 

The results in hypothesis 1 revealed that managerial ownership (MANOWN) was negatively 

correlated and does nothave a significant relationship with profit margin of quoted 

pharmaceutical companies in Nigeria. 

The results in hypothesis 2 revealed that ownership concentration (OWNCON) was 

negatively correlated and does not have a significant relationship with profit margin of 

quoted pharmaceutical companies in Nigeria. This finding supports that of Nguyen and Giang 

(2015), Hoang, Nguyen and Hu (2016) who reported that ownership structure has an 

insignificant influence on the financial performance. The findings contradict Nwankwo, 

Onyekwelu and Chikizie (2019) who reported that ownership structure hasa significant 

relationship with the financial performance of quoted firms. 

Conclusion 

The study has affirmed that managerial ownership (MANOWN) and ownership concentration 

(OWNCON) were negatively correlated and donot have a significant relationship with profit 

margin of quoted pharmaceutical companies in Nigeria. 

Recommendation 

Management should adopt policies that would favour appropriate increase in share capital 

size. This will help improve the propensity to better the ownership structure of the best 

known form of raising capital for firms.  
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