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IMPROVED FINANCIAL 
PERFORMANCE WITHOUT 
IMPROVED OPERATIONAL 
EFFICIENCY: THE CASE OF 
NIGERIAN FIRMS
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ABSTRACT
Is the financial performance of Nigerian companies really 
improving? If so, what about the operational efficiency of 
these firms? Though profits are on the rise, can these com-
panies possibly be efficient, in spite of the problems inher-
ent in the economy? In order to answer these questions, 
this study uses four different panel unit root tests to estab-
lish the stationarity of financial performance and operational 
efficiency in Nigeria, using one key performance variable 
(i.e. profit after tax) and three efficiency variables (i.e. re-
turn on assets ratio, asset turn ratio and portfolio activity  
& resilience) with a cross section of the 20 most quoted 
companies on the Nigerian Stock Exchange. The study 
shows that profit after tax is non-stationary while return on 
assets, portfolio activity & resilience and asset turn ratio 
are stationary. In other words, while financial performance 
(measured as profit after tax) is improving in Nigeria, op-
erational efficiency (measured as return on assets, portfolio 
activity & resilience and asset turn ratio) is stagnant. What 
this means is that while corporate profits are on the rise, the 
companies are not operationally efficient.
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Professor Alos, in his 2000 article Creat-
ing value under uncertainty: The Nigerian 
experience, opined that the Nigerian busi-
ness environment has been unstable and 
chaotic for several years. Alos (2000: 12-13) 
stated it thus: “In recent years, problems 
have been compounded by the increased 

‘‘cost of doing business’’ due, among other 
things, to the poor state of the nation’s 
infrastructure… In the midst of this harsh 
economic environment, there are compa-
nies that have consistently beaten the odds, 
creating wealth for shareholders. Research 
into the basis of success of these superior 
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performers shows that these companies 
were able to identify opportunities and cre-
ate value in a short period of time without 
losing focus on long-term strategy”. 

An emerging market with ever-expand-
ing communication, entertainment and 
financial sectors, Nigeria is the biggest 
economy in Africa, with an average dec-
adal growth rate of 7%. With a vast popu-
lation encompassing 20% of the Sub-Sa-
haran African total, it is anticipated that 
Nigeria’s population will overtake the 400 
million people of the USA by 2050 (The 
Economist 2014). Considering the fact that 
Nigeria owns “abundant natural resources, 

a low-cost labour pool, and potentially the 
largest domestic market in sub-Saharan 
Africa” (KPMG 2012: 17) and that Nigeria 
is now one of the “N-11”1, and coupled with 
the decelerating European market, Nigeria 
offers fascinating investment opportuni-
ties. The country has therefore attracted 
the second highest share of FDI into sub-
Saharan Africa and the lion’s share of FDI 
inflow into West Africa between 2013 and 
2014: of the $12.8 billion in 2014 and $14.2 
billion in 2013 into the region, the country 
alone received 37% and 39% respectively 
(Figure 1).

Figure 1. FDI Inflows into Africa ($ Millions)

Source: World Investment Report 2015.

However, like other sub-Saharan African 
economies, Nigeria faces a lengthy list of 
problems: pervasive corruption, inade-
quate power supply, poor infrastructure, an 
ineffective judicial system, arbitrary policy 
changes, restrictive trade policies, the be-
lated passage of legislative reforms, an in-
efficient property registration system, and 
growing insecurity (Evans and Alenoghe-
na 2015; Kelikume and Evans 2015; Albert 
2016; Edomah et al. 2016; Nwaogwugwu 
and Evans 2016; Pierce 2016; Hope 2017; 
Evans and Kelikume 2018). In Nigeria, the 

per capita national power supply is so low 
that dependence on fuel-powered genera-
tors can increase the cost of doing busi-
ness to the tune of 40% in some sectors of 
the economy (World Economic Forum on 
Africa 2014). Poor energy resources and in-
frastructure force many companies to run 
their own power and access roads, adding 
to costs and undermining competitiveness. 
A trio of further issues, namely kidnap-

1	 The Next 11 is the acronym for the next set of 
countries (Bangladesh, Philippines, Nigeria, Pa-
kistan, Korea, Mexico, Turkey, Vietnam, Egypt, 
and Indonesia).



Improved financial performance without improved operational... 27

pings for ransom, violent crimes and ter-
rorism, make security a serious concern as 
well (Oriola 2016; Aghedo 2017; Evans and 
Kelikume 2018; Nnam et al. 2018).

In spite of the problems inherent in the 
Nigerian economy, the corporate profits 
of companies such as Cadbury, Guinness, 
Julius Berger, Nestle, Nigerian Brewer-
ies, Total, Unilever, Lafarge Cement and 
Transcorp seem to be on the rise over the 
years (Figure 2). This gives rise to the over-
arching question that informs this study, 
which is “what is the nature of this financial 
performance?” Is financial performance 
really improving in Nigeria? If so, what 
about the efficiency of these corporations? 
Though profits are on the rise, can these 
companies possibly be efficient consider-
ing the above-mentioned socio-economic 
problems in the country? These are the 
questions which this study aims to answer.

In the literature, various authors with di-
verse backgrounds have studied financial 
performance and operational efficiency 
in advanced economies (e.g. Pineda et 
al. 2018; Prajogo et al. 2018), and emerg-
ing markets (e.g. Agyei-Mensah 2018; 
Oladimeji and Aina 2018). The literature 
to date focuses on factors that influence 
financial performance and operational ef-
ficiency. Little is known about the intrinsic 
nature of financial performance and opera-
tional efficiency, especially in an emerging 
market such as Nigeria where companies 
lay claim to increased corporate profits 
without considering operational efficiency. 
This study fills the gap which exists in the 
literature. To the best of the author’s knowl-
edge, no study, either in emerging markets 
or developed economies, has ever paid 
attention to this issue. The remainder of 
the study is organised as follows: section 
2 presents the literature review, while sec-
tion 3 provides the methodology and data. 
Section 4 provides the empirical results, 
followed by the discussion and implica-

tions in section 5. Section 6 concludes the 
research.

1.Review of the literature
As proposed by Lewin (1930), organisa-

tion development theory aims to expand 
organisational structures and processes 
in order to accomplish more successful 
organisational change and performance. 
More recently, work on organisation de-
velopment theory has expanded to focus 
on aligning organisations with their rapidly 
changing and complex environments (An-
derson 2016; Smither et al. 2016; Bunker 
2017). Organisational development is sim-
ply a process of continuous action, plan-
ning, implementation and evaluation, with 
the goal of improving financial perform-
ance and operational efficiency (Nagel 
2016; Zadeh and Ghahremani 2016; Levy 
2018).

The financial performance and opera-
tional efficiency of corporations has long 
been at the centre of academic debate 
and has received substantial attention 
(Okuda and Aiba 2016; Saranga and Nag-
pal 2016; Abreu et al. 2017; Grewatsch and 
Kleindienst 2017; Alberca and Parte 2018; 
Ramanathan 2018). This is primarily be-
cause operating efficiency is of interest to 
both managers, whose goal is to improve 
the performance of their firms, and policy 
makers, whose objective is to safeguard 
the strength of the corporate system. Fi-
nancial performance is a measure of how 
well a firm can use its assets from its pri-
mary mode of business to generate re-
turns (Gök and Peker 2017). This term is 
also used as a general measure of a firm’s 
overall financial health and eventually its 
continued existence.

On the other hand, operational efficiency 
is the ability of a firm to curtail costs and 
maximise resources so as to deliver qual-
ity products and services, subject to fac-
tors such as skilful workers, technological 
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progress, returns to scale, and the supply 
chain (Kalluru and Bhat 2009; Ndolo, 2015). 
Operational efficiency is the main driver of 
long-term solvency for any business (Nd-
olo, 2015). The concept of operational ef-
ficiency has become a concern as a result 
of the evolution of new technology, busi-
ness processes and increased competition 
(Bhagavath 2009). Since efficient firms are 
cost-effective, improving operational effi-
ciency affects profit margins. Operational 
efficiency is indispensable for sustainable 
financial performance (Sufian 2007). In fact, 
Werner and Moormann (2009) argued that 
profitable businesses operate with higher 
efficiency than their competitors. Also, Gil-
let et al. (2014) showed that changes in 
operational efficiency lead to changes in 
the financial performance of manufactur-
ing firms.

Much has therefore been learned about 
financial performance and operational ef-
ficiency. Various authors with diverse back-
grounds have studied the concepts in ad-
vanced economies (e.g.

Carroll 1979; Healy et al. 1992; Firer and 
Williams 2003; Adams et al. 2005; Kilic et al. 
Alpkan 2015; Donatiello et al. 2016; Pineda 
et al. 2018; Prajogo et al. 2018), emerging 
markets (e.g. Kang and Shivdasani 1995; 
Klapper and Love 2004; Douma et al. 2006; 
Aras et al. 2010; Chen and Yu 2012; Abu-
zayed 2012; Claessens and Yurtoglu 2013; 
Radulovich et al. 2018) and in Nigeria (e.g. 
Sanda et al. 2005; Ehikioya 2009; Ngwak-
we 2009; Uadiale 2010; Paul et al. 2011; 
Adediran and Alade 2013; Agyei-Mensah 
2018; Oladimeji and Aina 2018).

However, the studies to date on financial 
performance and operating efficiency have 
inspired a greater focus on factors that in-
fluence these indicators. While this vast 
literature is certainly interesting, there are 
many areas that have been largely ignored. 
For instance, we know very little about the 
intrinsic nature of financial performance in 

different economies, and also the ways in 
which these corporations are efficient, but 
many studies suggested there is reason 
to believe this could be quite significant 
(Quader 2013; Quader and Taylor 2014; 
Siebecker 2014; Hanousek et al. 2015). 
Thus, the field desperately needs a study 
that explores the nature of financial per-
formance, and most importantly the nature 
of operational efficiency, especially in an 
emerging market such as Nigeria. This 
study fills that gap in the literature.

2. Methodology
2.1. Data

The data set was obtained from the Ni-
gerian Stock Exchange Fact Book (2014). 
Based on the availability of consistent data 
for each company, a panel data of a cross-
section of the 20 most quoted companies 
on the Nigerian Stock Exchange over the 
period of 2004-2013 was employed in this 
study. The sample of companies is com-
prised of Fortes, Cadbury Nig. Plc, Ashaka 
Cement, Conoil, Guinness Nig. Plc, Flour 
Mills, John Holt, Mobil Oil Nig. Plc, Julius 
Berger, Nestle Foods, Oando, Nigerian 
Breweries, PZ, Total Nig Plc, Texaco, UAC, 
Lafarge Cement, Unilever, Transnational 
Corporation and Dangote Sugar.

In order to answer the research ques-
tions, this study uses panel stationarity 
tests to examine if financial performance 
and operational efficiency are stationary in 
Nigeria in the fashion of studies such as 
Fleissig and Strauss (1999), Chang (2005), 
Chang et al. (2006), Tiwari et al. (2011) 
and Ying et al. (2014) who used stationar-
ity tests to examine if GDP levels are sta-
tionary, and Buguk and Brorsen (2003), 
Narayan and Smyth (2004), Worthington 
and Higgs (2004) Ozdemir (2008), Hasa-
nov (2009), and Lee et al. (2010) who used 
stationarity tests to examine the efficient 
6 market hypothesis in different samples 
of countries. Additionally, consistent with 
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the literature on financial performance, this 
study uses one key performance variable 
(i.e., profit after tax) and three efficiency 
variables (i.e., return on assets ratio, asset 
turn ratio and portfolio activity and resil-
ience) on a cross-section of the 20 most 
quoted companies on the Nigerian Stock 
Exchange, using the panel unit root tests 
such as Levin et al. (2002), Im et al. (2003), 
and two Fisher-type tests using ADF and 
PP tests (Maddala and Wu 1999; Choi 
2001). The four panel unit root tests are 
necessary in order to see if our results will 
be robust under different unit root tests.

Profit after tax is the financial perform-
ance variable while Return on Assets, 
Portfolio Activity and Resilience and Asset 
Turn Ratio are the operational efficiency 
variables (see Ehikioya 2009; Ngwakwe 
2009; Uadiale 2010; Adediran and Alade 
2013; Agyei-Mensah 2018; Oladimeji and 
Aina 2018). Return on Assets is obtained 
by dividing the firm’s profits by its total as-
sets, while Asset Turn Ratio is derived by 
dividing the firm’s sales revenue by the as-
sets employed in the business. The third 
efficiency measure, Portfolio Activity & Re-
silience, is derived by dividing the percent-
age change in sales by the percentage 
change in GDP. While profit after tax is an 
established measure of financial perform-
ance, the three efficiency measures will 
serve as excellent metrics for assessing 
financial performance over the years.

2.2. Panel Unit Root Testing
This study employs four different types 

of panel unit root tests to test if financial 
performance and operational efficiency 
are stationary in Nigeria. The panel unit 
root tests are Levin et al. (2002), Im et al. 
(2003), and two Fisher-type tests using 
ADF and PP tests (Maddala and Wu 1999; 
Choi 2001).

The panel unit root tests are classified on 
the basis of restrictions on the autoregres-
sive process across the series or the cross-
sections. Consider the AR(1) process for 
panel data:

yit = ρi yit-1 + Xit δi + εit (1)

Where i = 1, 2, … N series or cross-sec-
tions, are observed over periods

t = 1, 2, …, Ti .
Xit = exogenous variables (including any 

individual trends or fixed effects),
ρi = autoregressive coefficients,
eit = error terms (i.e. mutually independ-

ent idiosyncratic disturbance).

If |ρi| < 1, then yi is stationary. Con-
versely, if |ρi| = 1, yi has a unit root.

While the Levin, Lin, and Chu (LLC) test 
assumes that the AR structure is common 
across cross-sections such that ρi = ρ for 
all, Im, Pesaran, and Shin (IPS), the two 
Fisher-ADF and Fisher-PP tests allow ρi to 
vary across cross-sections.

3. Empirical analysis
The trends of Profit After Tax for the 20 

companies from 2004 to 2013 are shown in 
Figure 2. While the Profit after Tax of com-
panies such as Cadbury, Guinness, Julius 
Berger, Nestle, Nigerian Breweries, Total, 
Unilever, Lafarge Cement and Transcorp is 
on the increase, those of Fortes, Ashaka 
Cement, Flour Mills, John Holt, Texaco, 
UAC and Dangote is volatile. For compa-
nies such as Oando and PZ, profits have 
declined.
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Figure 2. Trend of profit after tax (2004-2013)

Source: Own elaboration.
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The descriptive statistics for Profit after 
Tax, Return on Assets, Portfolio Activity & 
Resilience and Asset Turn Ratio series for 
the 20 companies are presented in Table 
1. The standard deviation is a measure of 
the amount of variation of a set of data val-
ues. Among the efficiency parameters (i.e. 
Return on Assets, Portfolio Activity & Resil-
ience and Asset Turn Ratio) for the 20 com-
panies, Portfolio Activity & Resilience2 is 
the most volatile, implying that the unpre-
dictable nature of the Nigerian economy 
affects the bottom line of the companies. 
Kurtosis is a measure of the “peakedness” 

of a distribution. For Profit after Tax, Return 
On Assets, Portfolio Activity & Resilience 
and Asset Turn Ratio series, the Kurtosis 
statistic is more than 3, meaning that the 
distributions are leptokurtic relative to the 
normal. Furthermore, the Jarque-Bera (J-
B) test determines whether the series are 
normally distributed. For Profit after Tax, 
Return on Assets, Portfolio Activity & Resil-
ience and Asset Turn Ratio series, the J-B 
statistic surpasses the 5% critical value of 
5.99, thus rejecting the null of normal dis-
tribution.

Table 1. Descriptive statistics

Profit After  
Tax

Return On  
Assets

Portfolio Activity  
& Resilience

Asset Turn  
Ratio

 Mean  5023.37  0.11  2.06 -0.18
 Median  2948.52  0.17  1.44  0.05
 Maximum  43080.35  2.18  86.41  5.95
 Minimum -15619.86 -11.90 -15.83 -21.56
 Std. Dev.  7686.23  0.96  7.26  2.69
 Skewness  1.95958 -9.87  7.86 -7.33
 Kurtosis  9.44  120.90  92.65  58.84
 Jarque-Bera  474.27  119087.3  69044.61  27785.11
 Probability  0.00  0.00  0.00  0.00

Source: Own elaboration.

2	 Note that Portfolio Activity and Resilience is de-
rived by dividing the percentage change in sales 
by the percentage change in GDP

The panel unit root tests on Profit after 
Tax for the 20 firms are as shown in Table 
2. Using the automatic lag difference term 
(i.e., the Schwarz criterion for the lag dif-
ferences) and the bandwidth selection (i.e., 
Newey-West automatic bandwidth selec-

tion and Bartlett kernel), the results for the 
panel unit root tests for Profit after Tax es-
tablish the presence of a unit root, as the 
LLC, IPS, and the two Fisher tests fail to 
reject the null hypothesis of the presence 
of a unit root.
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Table 2. The panel unit root tests for profit after tax

Method Statistic Prob.** Cross-
sections Obs

Null: Unit root (assumes common unit root process) 
Levin, Lin & Chu t* -1.05  0.14  20  160

Null: Unit root (assumes individual unit root process) 
Im, Pesaran and Shin W-stat  1.01  0.84  20  160
ADF - Fisher Chi-square  30.46  0.86  20  160
PP - Fisher Chi-square  42.35  0.36  20  180

Notes: ** Probabilities for Fisher tests are computed using an asymptotic Chi-square distribution. All other tests 
assume asymptotic normality. Newey-West automatic bandwidth selection and Bartlett kernel Balanced observa-
tions for each test 

Source: Own elaboration.

The panel unit root tests for the efficiency 
variables (i.e. Return on Assets, Asset Turn 
Ratio and Portfolio Activity & Resilience) for 
the 20 firms are as shown in Table 3, 4 and 
5. Using the automatic lag difference term 
(i.e. the Schwarz criterion for the lag differ-
ences) and the bandwidth selection (i.e. 
Newey-West automatic bandwidth selec-

tion and Bartlett kernel), the results for the 
panel unit root tests for Return on Assets, 
Portfolio Activity & Resilience and Asset 
Turn Ratio show the absence of a unit root, 
as the LLC, IPS, and the two Fisher tests 
reject the null hypothesis of the presence 
of a unit root.

Table 3. The panel unit root tests for return on assets

Method Statistic Prob.** Cross-
sections Obs

Null: Unit root (assumes common unit root process) 
Levin, Lin & Chu t* -9.26  0.00  20  160

Null: Unit root (assumes individual unit root process) 
Im, Pesaran and Shin W-stat -2.33  0.01  20  160
ADF - Fisher Chi-square  66.07  0.01  20  160
PP - Fisher Chi-square  79.51  0.00  20  180

Notes: ** Probabilities for Fisher tests are computed using an asymptotic Chi-square distribution. All other tests 
assume asymptotic normality. Newey-West automatic bandwidth selection and Bartlett kernel Balanced observa-
tions for each test 

Source: Own elaboration.

Table 4. The panel unit root tests for portfolio activity & resilience

Method Statistic Prob.** Cross-
sections Obs

Null: Unit root (assumes common unit root process) 
Levin, Lin & Chu t* -5.86  0.00  20  160

Null: Unit root (assumes individual unit root process) 
Im, Pesaran and Shin W-stat -3.30  0.00  20  160
ADF - Fisher Chi-square  80.62  0.00  20  160
PP - Fisher Chi-square  162.24  0.00  20  180

Notes: ** Probabilities for Fisher tests are computed using an asymptotic Chi-square distribution. All other tests 
assume asymptotic normality. Newey-West automatic bandwidth selection and Bartlett kernel Balanced observa-
tions for each test 

Source: Own elaboration.
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Table 5. The panel unit root tests for asset turn ratio

Method Statistic Prob.** Cross-
sections Obs

Null: Unit root (assumes common unit root process) 
Levin, Lin & Chu t* -5.39  0.0000  20  160

Null: Unit root (assumes individual unit root process) 
Im, Pesaran and Shin W-stat -2.34  0.01  20  160
ADF - Fisher Chi-square  64.8  0.01  20  160
PP - Fisher Chi-square  73.50  0.00  20  180

Notes: ** Probabilities for Fisher tests are computed using an asymptotic Chi-square distribution. All other tests 
assume asymptotic normality. Newey-West automatic bandwidth selection and Bartlett kernel Balanced observa-
tions for each test 

Source: Own elaboration.

4. Discussion and implica-
tions

The findings of this study that Profit after 
Tax is non-stationary, while Return on As-
sets, Portfolio Activity & Resilience and As-
set Turn Ratio are stationary, are perplexing 
and may require some discussion. What 
this means is that while financial perform-
ance (measured as Profit after Tax) is in-
creasing in Nigeria, operational efficiency 
(measured as Return on Assets, Portfolio 
Activity & Resilience and Asset Turn Ra-
tio) is stagnant. This may be explained by 
the fact that the opportunities present of 
the Nigerian market on one hand, and the 
challenges on the other, have created a bi-
polar character of corporations in Nigeria: 
while corporate profits are on the increase, 
efficiency is stagnant. 

Yet the findings of this study are not too 
far-fetched. Companies in Nigeria are oper-
ating in an unstable political and business 
environment characterised by the risks of 
inflation, currency devaluation, multiple tax-
ation, repatriation, confiscation, expropria-
tion, mandatory labour benefit legislation, 
campaigns against foreign goods, kidnap-
ping, civil wars and terrorism (see Griffen 
2005; Kelikume and Evans 2015; Nwaog-
wugwu and Evans 2016; Pierce 2016; Hope 
2017; Evans and Kelikume 2018). Like other 

sub-Saharan African economies, Nigeria 
faces a lengthy list of problems: pervasive 
corruption, inadequate power supply, poor 
infrastructure, an ineffective judicial system, 
arbitrary policy changes, restrictive trade 
policies, the belated passage of legislative 
reforms, an inefficient property registration 
system, and growing insecurity (Evans and 
Alenoghena 2015; Oriola 2016; Aghedo 
2017; Evans and Kelikume 2018; Nnam et 
al. 2018). 

These problems may be contributory to 
the stagnant operational efficiency in Niger-
ia. Some of the actions taken by the govern-
ment in the form of regulatory, legal and po-
litical changes most often tend to decrease 
business efficiency. Ibeto (2011, as cited in 
Mark and Nwaiwu 2015: 3) posits that “regu-
latory changes have the potential to promote 
or inhibit market competition, social risks of-
ten have political bases and responses, and 
political mismanagement can turn natural 
or human-made events into catastrophes. 
Moreover, the political environment is often 
perceived to be outside of management’s 
control, making it difficult to define, predict, 
and align with objectives.” Given the com-
plexity of these issues, it is no wonder that 
these companies are inefficient. 



Forum Scientiae Oeconomia • Volume 6 (2018) • No. 334

However, in spite of the problems inher-
ent in the Nigerian market, the corporate 
profits of companies such as Cadbury, 
Guinness, Julius Berger, Nestle, Nigerian 
Breweries, Total, Unilever, Lafarge Cement 
and Transcorp seem to be on the rise over 
the years. It must be noted that for a lot 
of these companies in Nigeria, “it is an ex-
citing, dynamic, high-octane growth mar-
ket; for some others, often on the outside 
looking in, it seems chaotic, unstable, and 
uncertain… Nevertheless, the facts sup-
port the more positive perspective on Ni-
geria and its prospects as an investment 
destination” (World Economic Forum on 
Africa 2014: 4). Notwithstanding the chal-
lenges and the resultant inefficiencies, this 
study, consistent with Sheth (2011), Besley 
and Persson (2014), and Holtbrugge and 
Baron (2013), has established that the 
prospect of high corporate profits for firms 
seeking growth make emerging markets 
such as Nigeria an attractive investment 
destination. 

Conclusions 
The over-arching questions that inform 

this study are: What is the nature of the fi-
nancial performance of firms in Nigeria? Is 
financial performance really improving? If 
so, what about the operational efficiency of 
these firms? Though profits are on the rise, 
can these companies possibly be efficient, 
considering the multifaceted problems in 
the unstable political and business environ-
ment? In order to answer these questions, 
this study tests the stationarity of financial 
performance and operational efficiency of 
firms in Nigeria, using one key perform-
ance variable (i.e. profit after tax) and three 
efficiency variables (i.e. return on assets 
ratio, asset turn ratio and portfolio activity 
& resilience) with a cross-section of the 20 
most quoted companies on the Nigerian 
Stock Exchange and using the panel unit 
root tests such as Levin et al. (2002), Im et 

al. (2003), and two Fisher-type tests using 
ADF and PP tests (Maddala and Wu 1999; 
Choi, 2001).

The study found that Profit after Tax is 
non-stationary while Return on Assets, 
Portfolio Activity & Resilience and Asset 
Turn Ratio are stationary. What this means 
is that while financial performance (meas-
ured as Profit after Tax) is increasing in 
Nigeria, operational efficiency (measured 
as Return on Assets, Portfolio Activity  
& Resilience and Asset Turn Ratio) is stag-
nant. While corporate profits are on the 
increase, efficiency is stagnant. The find-
ings of this study are not too far-fetched. 
Considering the fact that Nigeria is the 
biggest economy in Africa, an emerging 
market with ever-expanding sectors, with 
high economic growth rate and now one 
of the “N-11”, Nigeria offers fascinating 
investment opportunities for companies 
seeking profits. However, companies in Ni-
geria are operating in an unstable political 
and business environment characterised 
by the risks of inflation, currency devalu-
ation, kidnapping, and terrorism. Some 
of the actions taken by the government in 
the form of regulatory, legal and political 
changes most often decrease operational 
efficiency. However, notwithstanding the 
challenges and the resultant inefficien-
cies, this study has established that the 
prospects of high corporate profits make 
emerging markets like Nigeria an attractive 
investment destination for firms seeking 
growth. In the midst of this unstable politi-
cal and business environment, companies 
can beat the odds, make high profits and 
create wealth for shareholders. Business 
managers can identify opportunities and 
create value in a short time. 

It must be noted, however, that if opera-
tional efficiency continues to be stagnant, it 
can affect financial performance. Compa-
nies operating in environments like Nigeria 
therefore need to discover efficiencies in 
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the system, in order to increase revenue 
and create competitive advantage. Man-
agers must be innovative in implementing 
optimisation systems to increase the ef-
ficiency and profitability of all processes 
across their firms. Process optimisation 
can enable firms to predict outcomes from 
operational changes and choose the most 
efficient options. To achieve sustainable 
efficiencies in their operations, managers 
must be able to discern where processes 
can be tightened up, errors eliminated 
and political influences reduced. Through 
building a broad picture of operational 
processes and a complete picture of costs, 
firms can spot the patterns of the influence 
of the unstable political and business en-
vironment.

There are several areas worthy of future 
consideration. Future studies can explore 
the nature and character of financial per-
formance and operational efficiency in 
other contexts. This study did not discern 
causation. Further studies can examine 
the relationship between financial perform-
ance and operational efficiency (whether 
negative or positive, linear or nonlinear). 
It would be difficult to determine the roles 
and significance of the political and busi-
ness environment in corporate operations. 
However, international surveys can still be 
used to determine how various dimensions 
of the political and business environment 
may impact financial performance and op-
erational efficiency.
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