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ABSTRACT  

The study examined the association between organizational structure and business growth in 

Nigeria. The autopoietic systems theory was adopted in explaining the possibility of how 

organizational structure could improve business growth in manufacturing firms in Nigeria. A 

sample size of 192 respondents was determined from a population of 220 managers and 

supervisors using Yamene’s sample size determination technique. Questionnaire was used as 

method of data collection and copies of questionnaire were distributed out of which 187 

copies were filled for data analysis. The data were analyzed using regression analysis on 

SPSS Version 23.0.  The findings indicate that organizational structure has a significant and 

strong association with business growth. Based on these findings, the study concluded that 

organizational structure strongly affected business growth in Nigeria. Hence, the study 

recommended that Management should use formalization effectively as a tool to improve 

financial viability and structural expansion in manufacturing firms in Nigeria. Furthermore, 

Management should design appropriate chain of command from upper organizational levels 

to lower levels to improve financial and structural expansion in manufacturing firms in 

Nigeria. 

 

Keywords: Organizational Structure, Formalization, Chain of Command, Financial 

Viability, Structural Expansion. 
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Introduction 

Over the years manufacturing firms have contributed and are still playing significant roles in 

the economic growth of Nigeria. The availability of goods and services by manufacturers 

enabled the society to enjoy varieties of goods and services with affordable prices. 

Competitive business environment and increase in demand of goods and services from the 

manufacturing industry have generated the need for effective organizational structure that 

will facilitate smooth manufacturing processes thereby enhance business growth. It is certain 

that all organizations have structure on which they operate, ranging from simple to complex 

structures. The sole aim of ensuring effective organizational structure is to attain operational 

effectiveness and efficiency which will lead to business growth. 

Aluko, Odugbesan, Gbadamosi and Osuagwu (2011) assert that one of the reasons for 

organizations to operate on structure is to attain survival, growth and profitability. From this 

statement, it is fitting that the aim of organizational structure is to attain business growth or 

any of the above mentioned targets. Conversely, this is to say that business growth depends 

on how organization is well structured in their distinct operations and performance. 

According to Robins, Judge & Vohra (2011), an organizational structure defines how job 

tasks are formally divided, grouped, and coordinated. Hence, it becomes critical for managers 

to seek business growth through effective organizational structure through formalization and 

chain of command (Robbins et al., 2011; Robbins & Coulter, 2013). Formalization refers to 

the degree of standardization of jobs in the organization (Robbins et al., 2011), while chain of 

command is another dimension of organizational structure that helps in managing employees 

to achieve the organizational goal and objectives. Hence, this refers to the line of authority 

extending from upper organizational levels to the lowest level that clarifies who reports to 

whom (Robbins et al., 2011).  

Based on the meaning of aforementioned variables that constitutes aspect of organizational 

structure and their importance in business growth, scholars have put more efforts to examine 

the influence of these independent variables on organizational performance (Barkema, Baum 

& Mannix, 2002).  Additionally, the concept of organizational structure has been treated in 

literature over the years but yet many organizations find it difficult to understand and adopt 

the particular design or structure that best drives business growth.  However, it is observed 

that much empirical works have not been carried out on organizational structure and its 

influence on business growth in Nigeria. This has demanded that investigations should be 

made. Thus, the present study examined the association between formalization on business 

growth in manufacturing firms in Nigeria to bridge this gap. 

Statement of the Problem 

Organizational structure is an import variable to increase business growth. However, many 

manufacturing firms in Nigeria do not have an effective structure to facilitate the 

achievement of goal and objectives unlike manufacturing firms in the developed countries 

that have good structures and enhance the production processes of goods and services 

(Chigozie  & Chijioke, 2015).  Hence, the concept of organizational structure becomes a 

https://www.researchgate.net/profile/Mbah_Chigozie
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problem to attain business growth in manufacturing firms in Nigeria. The ability to actually 

follow the structure designed in Nigerian manufacturing organizations has becomes the 

serious issue to which this study addressed.  

Based on the waving and changing government and policies frequently occurring in the 

Nigeria  has defaced many manufacturing organization’s operations which throws managers 

into  dilemma whether to adopt certain structure or structures to meet their targets in  business 

operations. The size of the organization also generated another problem of the structure to 

adopt, as many Nigerian manufacturing organizations are operated on small and medium 

scales. Similarly, Armstrong (2000) added that an organizational size and structure can define 

neatly the lines of communication and individual’s share of the organization.  

In this vein, business growth cannot be achieved without proper organizational structure in 

place. The problem is that there exists lack of formalization and proper chain of command 

which affects financial viability and structural expansions in manufacturing firms in Nigeria. 

These factors have been observed as some of the variables that affect affected business 

growth of many manufacturing firms in the foreign environment (Chigozie & Chijioke, 

2015). Furthermore, these have been the problems faced by manufacturing organization in 

Nigeria which calls for quick reactions to investigate the association between organizational 

structure and business growth in Nigeria with the aim to provide suggestions that will 

facilitate the attainment of business growth in Nigeria.  

This study will assist management to understand the need to design organizational structure 

based on the type of products and services they offer. The study also discussed the important 

role of a formalized structure, and the need for effective chain of command that will facilitate 

attainment of financial viability, and structural expansion in manufacturing companies in 

Nigeria. Scholars will also benefit from the findings as well as knowledge gap of the study 

which will help in future studies.  

Objectives of the Study 

Based on the statement of the problem, the objectives of the study are to: 

1. Ascertain the association between formalization and financial viability in 

manufacturing firms in Nigeria. 

2. Examine the influence of formalization on structural expansion in manufacturing 

firms in Nigeria. 

3. Determine the association between chain of command and financial viability in 

manufacturing firms in Nigeria. 

4. Examine the influence of chain of command on structural expansion in manufacturing 

firms in Nigeria. 

Research Questions 

The stated research questions were formed to provide answers to the hypotheses. They are: 

https://www.researchgate.net/profile/Mbah_Chigozie
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1. What is the association between formalization on financial viability in manufacturing 

firms in Nigeria? 

2. How does formalization affect structural expansion in manufacturing firms in 

Nigeria? 

3. What is the association between chain of command on financial viability in 

manufacturing firms in Nigeria? 

4. How does chain of command affect structural expansion in manufacturing firms in 

Nigeria? 

 

Statements of Hypotheses 

The following null statements of hypotheses were formulated to guide the study: 

Ho1:  Formalization does not significantly associate with financial viability in manufacturing 

firms in Nigeria. 

Ho2:  There is no significant effect of formalization on structural expansion in manufacturing 

firms in Nigeria. 

Ho3:  Chain of command does not have any significant association with financial viability in 

manufacturing firms in Nigeria. 

Ho4: There is no significant effect of chain of command on structural expansion in 

manufacturing firms in Nigeria? 

 

LITERATURE REVIEW 

Theoretical Framework 

This study adopted the theory of autopoietic systems by Maturana and Varela (1980) that 

evaluate systems as complete self-productive in nature. Like self-organized and self-

maintained systems, it seems to be much more informative with regards to generating 

knowledge on organizational structure. In a study of living organisms, Maturana and Varela 

(1980) initially proposed the autopoiesis theory into the field of biology, concentrating 

mostly on the self-generating nature of living systems. Luhmann (1995) articulated the view 

that indeed, it considers not only living systems but also psychic (people) and social 

(interactions and societies) following that systems are however autopoietic. The psychic and 

social mechanisms replicate processes and as Luhmann’s theory noted it is called "social 

theory of autopoietics” (Luhmann, 1995).  

The theory of autopoietic systems is distinct from other theories of systems because of its 

unique identity (Johannessen, 1998). The success of autopoietic systems seems to be in the 

main bound up with their self-creation process. According to Bausch (2001), all the elements, 

methods, frontiers and systems of autopoietic systems are (self-) produced by the system and 



International Journal of Advanced Academic Research | Social and Management Sciences | ISSN: 2488-9849 

Vol. 6, Issue 5 (May 2020) 

 

34 
 

continually modified through its (internal and external) contacts. Thus, the system's 

organization remains constant and constrains its structure’s activities.  
 

The structure subsequently differs according to organizations. The organization therefore acts 

as the dynamic through interaction within the system, and the components interact in this 

sense with each other (Stacey, 2001). On these grounds, the inherent nature of the autopoietic 

structure is that of constant self-renewal. For those purposes, the autopoietic structure's 

intrinsic essence is one of continuous self-renewal. The role of internal operations, therefore, 

involves the creation of its components, systems, processes, boundaries and the cohesion of 

the system. Therefore, this study examined organizational structure and connects it with the 

fundamental views of the theory of autopoietic as conceptualized from such living systems. 

This means that organizational structures are like living systems because of their unique 

identity.  
 

In the same vein, all the elements, methods and frontiers of organizational structure are (self-) 

produced by the system continually modified through its (internal and external) contacts as 

well. Thus, the structure of organization remains constant and constrains its structure’s 

activities. Therefore, the organization therefore acts as the dynamic system through 

interaction within the system, and the components interact in this sense with each other. 
 

After reviewing the theoretical reviews of organizational structure, by linking it to autopoietic 

theory, the cornerstone of this theory with respect to organizational structure involves the 

shared sense of the organizational players, which is a construction that has evolved from their 

collaborative processes. In doing so, they establish a sense of reason within their field of 

work, and understanding of the parameter of effectiveness to improve performance, and the 

objectives of the organization. Thus, the current study showed that the structure of any 

organization focused on shared sense of its actors and is influenced by both its formal 

organizational structures and the interactive behaviours of organizational actors. 
 

Conceptual Framework  

 

 

 

 

 

 

Source: Dimensions of organizational structure adapted from the work of Robbins et al. 

(2011). Measures of  business growth by Jaja (2009). 
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Organizational Structure 

Organizational structure defines the pattern of reporting relationships, policies, controls of the 

organizational system, and mechanisms of authority and decision making for the company 

(Robbins & Coulter, 2013). A structure of an organization determines how activities are 

systematically divided, organized, and arranged (Robbins et al., 2011). Trying to develop an 

organization defines the institutional structure of the business that will better address the 

company's strategy and challenges including its processes, controls, and the confusion (or 

unexpected variation) regarding causal-effect relationships in the constantly evolving and 

complex competitive atmosphere of the organization. 

Organizational structure thus affects the working of managers and the decisions arising from 

jobs (Schilling & Steensma, 2001). Processes used to control organizational activities are 

concerned with promoting the execution of policies (Ireland et al., 2003) and structures 

(Child & McGrath, 2001). Effective structures provide the stability that a firm needs to 

successfully implement it and preserve its current competitive advantages, while at the same 

time providing the flexibility to build competitive advantages that would be appropriate for 

its strategic planning (Ireland, Hitt & Sirmon, 2003).  

Structural stability therefore includes the capability that the organization needs to handle its 

daily job routines reliably and efficiently (Bigley & Roberts, 2001). Thus, structural 

flexibility offers the potential to identify strategic opportunities and devote resources to 

activities that form the competitive advantages that the business may need to achieve 

throughout the future (Child & McGrath, 2001). Assisting the flow of information is one of 

the organizational facilities offered by the structure (Monavarian, Asgari & Ashena, 2007). 

Organizational structure must promote decision-making, ensures appropriate environmental 

response, and unit-to-unit dispute resolution, provide the ability for the company to change its 

direction to be much more competitive. Three major types of organizational structures are 

used to implement strategies: simple structure, functional structure, and multidivisional 

structure (Levicki, 1999). 

Simple structure:  A structure that is simple is a system wherein the management makes all 

key decisions and controls all operations (Levicki, 1999). 
 

Functional structure: The functional aspect of the structure is a network comprised of a 

chief executive and a small corporate staff, with functional line managers in powerful 

organizational fields, such as manufacturing, accounting, marketing, research & 

development, human resources and engineering. 

Multidivisional structure: Hitt, et al. (2005) acknowledged that perhaps the multidivisional 

(M-form) structure is comprised of operating segments, usually serving a different activity or 

profit center wherein the top corporate officer assigns responsibilities to individual managers 

for daily activities and business units strategy (Hoskisson, Charles & Kim, 1993). Increasing 

division has its own organizational hierarchy and represents a separate, self-contained 

company (Greco, 1999; Hoskisson et al., 1993). 

 
 

https://journals.sagepub.com/doi/10.1177/014920639301900205
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Formalization 

Formalization, according to Robbins and Coulter (2013), refers to how organized the roles of 

a company are, and to what degree of which the firm is regulated by rules and procedures. It 

considers explicit job requirements, various organizational rules and clearly defined policies, 

work processes, in highly formalized organizations. Therefore, formalization relates to the 

way of standardization of work within the organization (Robbins et al., 2011). When a work 

is highly formalized, otherwise the employees have a limited discretion on what, where, and 

how to do it.  
 

Employees can be expected always to handle the same input in exactly the same way, 

resulting in a consistent and uniform output. In formalization, there are detailed job 

descriptions, plenty of organizational rules and clearly specified procedures that cover work 

processes. But where formalization is small, there is more to workers and how they can do 

their job. As Robbins and Coulter (2013) noted, while continuity and regulation require much 

formalization, most organizations today depend less on rigid rules and standardization to 

direct and regulate work behavior and job processes. 
 

Chain of Command 

Another important component of organizational structure is chain of command. The chain of 

command is the authority that stretches from the upper levels of organization to the lower 

levels, clarifying who reports to whom (Robbins & Coulter, 2013). When arranging tasks, 

managers need to understand it as it helps workers with questions like "Who do I report to?" 

or "Who am I going to when I have a problem?" It is important to have a clear understanding 

of the chain of command. 

Authority: According to Robbins and Coulter (2013), authority defines the rights of giving 

orders underlying in a managerial position and expecting them to obey. Authority was a 

central aspect which the early management writers concentrated (Greenberg & Baron, 2011). 

The Authority also refers to the hierarchical aspect of the managerial role of telling people 

what to do and requiring them to do. Managers in the chain of command have the right to do 

their job by organizing the work of others. The power could be transferred downstream to 

lower-level administrators, granting them certain privileges and, at the same time, setting 

certain limits under which to work (Robbins & Coulter, 2013). 

Responsibility: If supervisors use their authority to delegate tasks to workers. Employees are 

obliged to perform the assigned duties. This duty or expectation of success is also the 

responsibility of workers to be held responsible for their results (Sy & D'Annunzio, 2005). 

The assignment of a work authority without responsibility and accountability can establish 

disadvantages. Similarly, nobody should be considered accountable or able to carry out job 

tasks for which he or she has no authority to carry out such tasks (Robbins & Coulter, 2013).  
 

Although the chain of command was once the pillar of the organization's architecture, it is 

much less important today (Hymowwz, 2003), especially in a highly technological and 

automated manufacturing organization as in the developed environment. Nevertheless, 

contemporary administrators should also consider the consequences (Greenberg & Baron, 

2011). Therefore, proper chain of command in less automated manufacturing organizations as 
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in Nigeria will facilitate the attainment of business growth. The chain of command is an 

enormously long line of authority that stretches from the top of the company to the lowest 

level and specifies who reports to whom. 

Business Growth 

According to Jaja (2009), business growth is critical to firms’ success. The potential for 

growth is one of the factors which distinguish successful from non-successful business 

operations. Growth is a dynamic as it involves development and change within the business 

organization and changes in the way in which the business organization interacts with its 

environment. Though, business organization grows as a coherent whole, growth itself is 

understood in a multifaceted way. It has as many facets as there are aspects of the business 

organization (Jaja, 2009). Business growth is one of the objectives of entrepreneurship 

(Crosby, 1999). This may come in the form of increased personal wealth, sense of 

achievement and size of the business organization.  
 

Many companies want to expand in order to succeed and not only to survive. Organizational 

growth, nevertheless, means different things to different organizations. Indeed, there are 

several metrics that a business may choose to measure its growth. The most important metric 

is one that indicates success with regards to the specified goals of the company. The primary 

aim of most corporations is income, and net profit, sales, and other financial measures which 

are sometimes viewed as a "bottom-line" indicator of success (Crosby, 1999). 
 

In the meantime, other business owners can use sales figures, number of workers, physical 

expansion or other metrics to measure organizational growth. Many firms want growth 

because it is typically seen by many as an indicator of success or improvements. 

Organizational growth is, in addition, used as a measure of productivity for small and large 

organizations and is a main priority of many managers (Cole, 2002). Ultimately, growth is 

very import to virtually all organizations (Crosby, 1999). Thus, to achieve growth appropriate 

organizational structure must be set in place.  

Financial Viability  

Financial viability is one aspect of business growth that manufacturing organizations seek to 

achieve. An organization is viable where, under normal conditions of operation, the company 

produces adequate inflows of capital to at least offset all operational cost and achieve high 

returns on investment (Hayes, 2013). Financial viability refers to an organization’s ability to 

generate sufficient income to meet operating payments, debt commitments and, where 

applicable, to allow growth while maintaining service levels (Jaja, 2009). As financial 

viability takes into account the added value that the organization creates, which is readily 

available for distribution to its stakeholders. This is an appropriate consideration of the 

growth of the business organization (Jaja, 2009). 
 

Viability is not even an objective measurement, but rather is usually defined as being at a 

central level, currently or in the short to medium term, under present or reasonably 

established conditions. The financial criterion implicit in the concept is defined as at least 

matching profits with operating and capital costs and risks. In other words, the evaluation of 

viability is to calculate the exact point at which a balance can be achieved (Hayes, 2013). 



International Journal of Advanced Academic Research | Social and Management Sciences | ISSN: 2488-9849 

Vol. 6, Issue 5 (May 2020) 

 

38 
 

Thus, any business operation that does not realize financial viability might be termed no 

business. 

 

Structural Expansion  

Structural expansion involves the changes that are taking place in the way the company 

enterprise organizes its internal processes which supposed to be added value to business 

operations. In particular, it considers improvement in management roles and obligations, 

reporting relationships, coordination connections and resource control structures (Jaja, 2009). 

Expansion includes regional divisions that create specialist employment when planning, 

building and running the business and contribute to the fast growth of an industry (Jaja, 

2009). In this sense, structural expansion is evidenced in increase in size of the company and 

facilities, increase in structure and processes, and the strategic strength of the organization. In 

fact, we can confidently agree that structural expansion is an indicator of business growth. 
 

Organizational Structure and Business Growth 

Organizational structure increases organizational performance by offering transparency to 

workers at all levels. By taking into account the organizational structure, systems work more 

like well-oiled machines by concentrating on time and energy on important jobs. A well-

defined structure may also include a roadmap for internal promotions, enabling organizations 

to build strong employee progression paths for entry-level employees. As a result, no 

organizational structure (simple, functional or multi-divisional) actually focused on achieving 

business growth.  
 

There really is no right organization, according to Drucker (1999). Rather, the step is to 

prepare the organization for the specific task and mission at hand. In this sense, Drucker 

(1999) is suggesting that the firm must choose a structure that is “right” for the specific 

approach which has been chosen to fulfill the firm's strategic purpose and strategic task since 

no single structure is optimal in all instances. So, managers must concentrate on developing 

proper matches between strategies and organizational structures for attaining business growth 

rather than searching for an “optimal” structure. 
 

Empirical Review 

Chigozie and Chijioke (2015) analyse the effects of the organizational structure on the 

performance of manufacturing firms in South East Nigeria. The results showed that the 

training of workers had a positive impact on the quality of the product service of the 

company. The study revealed that organizational success depends on the essence of the 

organizational structure, and that the management that focuses on the knowledge of the 

workers through training will have a positive effect on the quality of the organization's 

product service, and adjustment and versatility will have a positive effect on the 

organization's sales turnover. 

Okafor, Kalu and Ozioma (2017) investigated the effects of the organizational structure on 

the performance of selected manufacturing companies in Enugu, Nigeria. The significance of 

the structure to manufacturing firms, particularly in the pharmaceutical industry in Nigeria, 

has not received extensive interest, particularly empirical evidence. The study found that the 

structure had a substantial effect on organizational efficiency. The study concludes that the 
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organizational structure of pharmaceutical manufacturing firms influences output with the 

exception of its growth objective.  

Iroulor and Umoh (2017) researched the organizational framework of the succession planning 

and organizational stability of manufacturing firms in Nigeria. The research employed a field 

survey using a quasi-experimental method to produce data from respondents made up of 

ninety-three (93) top, middle and lower-level employees of firms participating in the 

research. 

The results showed that the organizational structure balances the relationship between 

succession planning and the dependent variable (organizational resilience). The study 

concluded that organizational growth and mentoring were strong management resources that 

strengthened organizational resilience (organizational learning, adaptive ability, and dynamic 

ability). 

Shabbir (2017) researched organizational structure and the efficiency of employees in 

Brewing firms in Nigeria. The aim of the study was to determine whether a suitable structure 

exists in Nigerian brewing firms and the extent to which it has made a significant 

contribution to the performance of their employees. The population of the study is 6468 with 

the total staff of the five Brewing firms in Nigeria.  The results of the study showed that the 

nature of hierarchical layers had a significant influence on the performance of Brewing firms 

by employees, and that formalization had a significant positive effect on the performance of 

employees. In perception of the above findings, the study concludes that the adoption of the 

appropriate structure is the focal point for the effectiveness of Brewing firms by workers. 

However, from the review of some empirical studies on organizational structure and how it 

affects organizational performance implies that actually organizational structure affects 

business growth. Additionally, it is also evident that much research studies have been 

conducted on organizational structure and business growth in manufacturing in Nigeria using 

autopietic systems theory as the baseline theory. This also implies that there exists a vacuum 

that appropriate theories have not been applied which the present study seeks to cover by 

applying autopietic systems theory which brings better understanding of the concepts. 

METHODOLOGY 

This study is a survey research that investigates the association between                                                                                                                   

organizational structure and business growth in Nigeria. Hence, a cross sectional survey 

research design was adopted. The target population of the study comprised of all the 

manufacturing companies in Nigeria. However, based on the vast population and dispersed 

geographical location of manufacturing firms in Nigeria, the study focused on the accessible 

population of two hundred and twenty (220) respondents which consisted of managers and 

supervisors in seven (7) manufacturing firms in Nigeria operating in Rivers State, based on 

the fact that some of the manufacturing firms operate in Rivers State coupled with restriction 

on inter-state movement as a result of containing covid-19 at the time of this study. The 

manufacturing firms and the accessible population of each firm include; Dangote Group of 

Companies Nig Plc, (41); Eneral Agro Ind. Limited (25); First Aluminum Co. Nig. Ltd (30); 
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Triumph Drinks Nig. Ltd. (28); Madona paints (32); Nigeria Bottling Co. Plc (28); and 

Eastern Bulkcem Co. Ltd (42); Respondents were chosen based on convenience or 

judgmental sampling.  
 

To determine a sample size from the population, Yamene (1964) sample size determination 

technique was applied. The primary data for the study were gathered from the respondents 

through questionnaire, while, the secondary data were collected from related literature. In 

terms of reliability test the study employed Cronbach Alpha test of reliability (Cronbach, 

1951). The result from the test shows a high level of reliability result of 0.7 and above.  In 

this instance, formalization scored = 0.84, number of items = 4, chain of command scored 

0.77, number of items = 4, financial viability = 0.71, number of items = 4, structural 

expansion = 0.80, number of items = 4.  Thus, from the results, it is obvious that all the items 

for the variables met the reliability score of 0.7 and above. 
 

Data Analysis  

The study adopted the descriptive statistic in analyzing the demographic and the research 

variables. While the statements of null hypotheses were tested using regression coefficient 

through Statistical Package for Social Sciences (SPSS Version 23.0).  However, 192 copies 

of the questionnaire were distributed to the respondents in the seven manufacturing firms. 

However, out of this number, 187 copies were filled and retrieved for analysis and the 

remaining 5 copies were abandoned. Thus, this signified a successful administration and 

distribution of the research questionnaire. 
 

Univariate Analysis of Items on Questionnaire 

The study used descriptive statistic (mean score and standard deviations) in the analysis. The 

benchmark for rejection lies on the mean score that falls below 2.5 on a Likert4-point scale 

given as:  
4

4321 
 = 

4

10
  = 2.5. This implies that the mean rating that drops below 2.5 

has been dismissed. 

Univariate Analysis  

The study displays the univariate analysis of the mean and standard deviations for each item 

on the questionnaire of the study. 
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Means score computations and standard deviations for items on the study variables 

Descriptive Statistics 

 

N Minimum Maximum Mean Std. Deviation 

Statistic Statistic Statistic Statistic Std. Error Statistic 

Formalization  187 1.00 5.00 4.1016 .07013 .95902 

Chain of command  187 1.00 5.00 4.0053 .06090 .83278 

Financial viability  187 1.00 5.00 4.2139 .06855 .93741 

Structural expansion 187 2.00 5.00 4.2193 .04856 .66402 

Valid N (listwise) 187      

 

From table 1, all items on the variables were above 2.5 criterion mean. This indicates that the 

items for this variable is in line with the benchmark of 2.5 mean score on the Likert’s 1-4 

point scale. This implies that greater number of respondents attested to the items on variables. 

Regression test based on the statements of Hypotheses 

 The study tested hypotheses I and 3 based on the fact that the two hypotheses seek to 

examine the effect of formalization and chain of command on financial viability. 

Ho1:  There is no significant effect of formalization on financial viability in manufacturing     

firms in Nigeria. 

Ho3:  There is no significant effect of chain of command on financial viability in 

manufacturing firms in Nigeria. 

                                                        Model Summary 

Mod

el R 

R 

Square 

Adjusted R 

Square 

Std. Error 

of the 

Estimate 

Change Statistics 

R Square 

Change 

F 

Change df1 df2 

Sig. F 

Change 

1 .956
a
 .914 .913 .35769 .914 980.202 2 184 .000 

a. Predictors: (Constant), Formalization, Chain of Command. 
 

From the result, the value of 0.956 indicates a good prediction level. The "R Square" of 0.914 

is the R
2 

value or coefficient of determination which is the proportion of variance in the 

dependent variable that is explained by the independent variables. Hence, 4.4% (100%-

95.6%) of the variation is caused by factors other than the predictors included in this model. 

Thus, 95.6% proportion of variance in financial viability can be explained by formalization 

and chain of command. 
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ANOVA
a
 

Model Sum of Squares Df Mean Square F Sig. 

1 Regression 250.812 2 125.406 980.202 .000
b
 

Residual 23.541 184 .128   

Total 274.353 186    

a. Dependent Variable: Financial viability 

b. Predictors: (Constant), Chain of Command, Formalization 

 

Statistical significance of each of independent variables measures whether the non-

standardized (or standardized) coefficients were equal to 0 (zero) in the population (i.e. for 

each coefficient, H0: β=0 and Ha: β≠0). If p <.05, the coefficients are statistically 

significantly different from 0 (zero). The importance of these significant tests is to examine 

whether each test is valid. 

ANOVA
a
 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

T Sig. B Std. Error Beta 

1 (Constant) .637 .082  7.799 .000 

Formalization .889 .059 .970 15.061 .000 

Chain of Command .074 .060 .085 15.128 .001 

 

Given that, the t-value and corresponding p-value are in the "t" and "Sig." columns 

respectively, the result indicates that formalization,  when  p(.000)<0.05; and  chain of 

command when p(.000)<0.05; are statistical significant. This means that all predictor 

variables have a significant influence on financial viability. 

Statements of Hypotheses 2 and 4   

The study tested hypotheses 2 and 4 based on the fact that the two hypotheses seek to 

examine the effect of formalization and chain of command on structural expansion. 

Ho2: Formalization does not have any significant effect on structural expansion in 

manufacturing firms in Nigeria. 

Ho4:  Chain of command does not have any significant effect on structural expansion in 

manufacturing firms in Nigeria. 
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Model Summary 

Mod

el R 

R 

Square 

Adjusted R 

Square 

Std. Error 

of the 

Estimate 

Change Statistics 

R Square 

Change 

F 

Change df1 df2 

Sig. F 

Change 

1 
.959

a
 .919 .918 .29774 .919 

1041.43

2 
2 184 .000 

a. Predictors: (Constant), Formalization, Chain of Command. 

 

The value of 0.959 indicates a good level of prediction. The "R Square" of 0.919 is the R
2 

value or the coefficient of determination which is the proportion of variance in the dependent 

variable that is explained by the independent variables. Hence, 8.1% (100% - 91.9%) of the 

variation is caused by factors other than the predictors included in this model. Thus, 91.9% 

proportion of variance in structural expansion is explained by formalization and chain of 

command. 
 

ANOVA
a
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 184.641 2 92.320 1041.432 .000
b
 

Residual 16.311 184 .089   

Total 200.952 186    

a. Dependent Variable: Structural Expansion 

b. Predictors: (Constant), Formalization, Chain of Command. 

 

Based on the fact that the t-value and corresponding p-value are in the "t" and "Sig." columns 

respectively, the test result indicates that formalization,  when  p(.000)<0.05; and  chain of 

command when p(.000)<0.05; are statistical significant. This means that the two predictor 

variables have a significant influence on structural expansion. 

 

Conclusion 

A regression analysis was run to predict the association between organizational structure on 

business growth in Nigeria. The model statistically significantly predicted business growth 

indicating that the regression model was a good fit of the data. Furthermore, the two 

independent variables, formalization and chain of command significantly predicted high level 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 1.006 .068  14.795 .000 

Formalization .426 .049 .543 8.664 .000 

Chain of Command .341 .050 .430 6.862 .000 



International Journal of Advanced Academic Research | Social and Management Sciences | ISSN: 2488-9849 

Vol. 6, Issue 5 (May 2020) 

 

44 
 

of effect on financial viability and structural expansion. These prove that organizational 

structure has a significant effect on business growth in Nigeria. 

 

Recommendations 

Based on the fact that organizational structure has a significant and high level of effect on 

business growth in Nigeria, the following recommendations were put forward for 

management of manufacturing firms in Nigeria to design appropriate organizational structure 

to improve business growth in Nigeria. 

1. Management should use formalization effectively as a tool to improve financial 

viability in manufacturing firms in Nigeria. 

2. Management should adopt formalization and use it properly to improve structural 

expansion in manufacturing firms in Nigeria. 

3. Management should design proper chain of command to improve financial viability in 

manufacturing firms in Nigeria. 

4. Management should use chain of command as an authority and extend it from upper 

organizational levels to lower levels to clarify reporting process to enhance structural 

expansion in manufacturing firms in Nigeria. 

Contribution to Knowledge   

This study examined the association between organizational structures and business growth 

in Nigeria using autopoietic systems theory as baseline theory in explaining how 

organizational structure can improve business growth. This theory helps in making valuable 

contributions to the study of organizational structure and business growth in literature thereby 

increase knowledge on these concepts. 
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