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Abstract

This study examines the impact of management efficiency, human capital efficiency, and tax payment efficiency on the
financial performance of manufacturing firms in Nigeria. The data used for this research were obtained from 38 manufacturing
companies listed with the Nigerian Exchange Group (NGX) for the period of 2014-2023. The descriptive statistics and panel
data analyses with both fixed and random effects models will be used for data analysis in this study. The descriptive statistics
showed heterogeneous conditions among the firms in the sample. Model selection was guided by the use of the Hausman test
which showed no significant difference between the fixed effects and random effects. However, in this paper, fixed effects
have been chosen because of possible autocorrelation and firm-specific differences. The correlation test showed no
multicollinearity issue. The results indicate that management efficiency negatively influences financial performance, while
human capital efficiency positively affects it. However, tax payment efficiency does not significantly affect financial
performance. The findings highlight the need for improving efficiencies in order to enhance the financial performance of
manufacturing firms in Nigeria. It also adds to the literature that looks into how operational efficiency and resource utilization
are considered relevant to firm performance and offers guidelines that help a firm give more priority to management and
human capital investment to ensure better financial outcomes.

Keywords: Management efficiency, human capital efficiency, tax payment efficiency, financial performance, manufacturing
firms, Nigeria

Introduction of these factors could potentially influence profit-making
The manufacturing sector contributes to the economic and the sustainability of the firms, particularly in a
development of Nigeria directly through employment constrained resource environment like Nigeria. These have
creation, addition to revenue, and increasing GDP. The led to high production costs resulting from huge inefficiency
sector is one of the core industries and has huge potential for in energy supply, infrastructure decay, and high inflation
promoting economic divergence in a country still heavily rates that the manufacturing firms in Nigeria usually face.
reliant on oil revenues (Chukwu, 2023) Bl The Mostly, such inefficiencies often erode profit margins and
manufacturing industry in Nigeria has grown over the years, ensure that firms are not very competitive, both locally and
buoyed by a number of government policies, including the internationally  (Akinleye & Olanipekun, 2024) [,
National Industrial Revolution Plan in 2014 and targeted tax Moreover, some firms have difficulties attracting and
incentives in recent times to drive industrial output retaining competent human capital which is crucial in
(Ezeanyeji et al., 2023) I, Despite these efforts, the sector driving innovation and excellence in operations (Abubakar
still grapples with persistent challenges, including et al., 2022) I, The absence of sufficient strategies on tax
infrastructural deficits, limited access to capital, inconsistent efficiencies adds to this challenges because companies
power supply, and a volatile fiscal environment. These increasingly feel fiscal pressures in an environment where
factors have constrained growth, increased operational compliance to tax requirements is vital. These are issues that
costs, and impinge on the financial performance of many require a broad-based understanding of how efficiency can
firms (Chukwu, 2023) Pl In the wake of these challenges, drive firm performance. The financial performance of firms,
organizational efficiency has become the key for firms to especially in the manufacturing sector of Nigeria, has been
improve on performance and competitiveness. Efficiency increasingly dependent on their ability to optimize resource
involves the best use of available resources such as human use and navigate adverse economic conditions. Management
and financial to achieve maximum output at minimal cost efficiency, human capital efficiency, and tax payment
(Asamani et al., 2021) Bl There are several measures of efficiency are critical drivers of organizational success (Alu
efficiency which include efficiency of management, etal., 2021) 1,

efficiency of human capital, and efficiency of tax payment However, the combined effect of all these efficiency
among others (Alu et al., 2021) ™. For a manufacturing dimensions on the ROA performance of firms remains
company, management efficiency refers to how a company mostly unaddressed in the literature. Prior research has
manages its resources towards value maximization while focused on operational efficiency, among other broader
having personnel who are competent and efficient is measurements of efficiency, while the active role of
expected to increase firm value (Odumusor, 2024) 22, Tax- management and human capital efficiency in driving
payment efficiency refers to how it takes advantage of fiscal profitability have been largely overlooked especially in less
policies to minimize tax burden (Alu et al., 2021) . Each developed economies, like Nigeria (Azad et al., 2018;
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Imhanzenobe, 2019; Onaolapo & Odedoyin, 2024) (& 15 25],
Therefore, there is a literature gap about their relationship
with financial performance. Another important factor is tax
payment efficiency which has also not been given due
consideration by earlier research studies. While studies have
concentrated more on tax compliance and its effects on
firms (Ifeyinwa et al., 2024; Okeke & Saluadeen, 2021) [**
24 few studies have been directed towards examining how
profitability is affected by efficiency in tax matters. This
aspect becomes very relevant in the case of Nigeria, where
the fiscal environment undergoes occasional changes and
firms have to reduce their costs of operation. Effective
management of taxation could result in increased
profitability as a result of reduced unnecessary outflows.
Besides, the scope of existing studies has been considerably
limited. Most related studies cover short-term periods, often
less than ten years, and are focused on non-African
economies. There is a need for more long-term studies on
Nigeria's manufacturing sector to comprehend the
performance trends in a dynamic and resource-constrained
environment. This study addresses such limitations by
examining the combined effect of management efficiency,
human capital efficiency, and tax payment efficiency on
financial performance proxied by return on assets. The focus
is on listed manufacturing firms in Nigeria from 2014 to
2023.

1. Research Objectives

1. To determine the effect of management efficiency on
the financial performance of manufacturing firms in
Nigeria.

2. To assess the effect of human capital efficiency on the
financial performance of manufacturing firms in
Nigeria.

3. To evaluate the effect of tax payment efficiency on the
financial performance of manufacturing firms in
Nigeria.

2. Research Hypotheses

1. Ho: Management efficiency has no significant effect on
the financial performance of manufacturing firms in
Nigeria.

2. Ho: Human capital efficiency does not significantly
affect the financial performance of manufacturing firms
in Nigeria.

3. Ho: Tax payment efficiency does not significantly
affect the financial performance of manufacturing firms
in Nigeria.

Literature Review

1. Conceptual Review

1.1. Financial Performance

Financial performance can be defined as the ability of a firm
to generate revenue, control its costs, and provide value to
its stakeholders (Mahrani & Soewarno, 2018) 2%, |t is
usually measured by different measures such as return on
equity, return on investment, net profit margin, and earnings
per share among others (Choiriyah et al.,, 2021) [,
However, this study will use Return on Assets (ROA) as the
measure of financial performance. Kamruzzaman (2019) 1€l
noted that ROA reflects the efficiency of using enterprise
assets for generating profit and, therefore, it is a very
important indicator of operational efficiency. It is more
appropriate for the manufacturing industry, where asset-
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intensive operations have to be continuously monitored in
terms of the productivity of the resources. ROA can capture
a firm's profitability in relation to its total assets and is,
therefore, an indispensable tool in assessing performance as
far as the capital-intensive manufacturing sector is
concerned.

1.2. Management Efficiency

Management efficiency refers to a firm's capacity to
optimize all its inputs, processes, and strategic decisions that
will ensure the acquisition of optimum productivity and
profitability (Odumusor, 2024) 221, It involves the efficiency
of resource allocation, minimizing wastages, and ensuring
smooth operations. In the manufacturing industry, where
firms often have to bear high costs of production and face
resource constraints, management efficiency often acts as
the key factor for firms to remain competitive. Various
studies, such as Sobhy et al. (2020) ], have established
that firms with higher management efficiency tend to
exhibit better financial performance. However, despite its
importance, studies on management efficiency in
developing economies like Nigeria have been limited; thus,
there is a need to understand its influence on financial
performance over time.

1.3. Human Capital Efficiency

Human capital efficiency captures the contribution of
employees to a firm's value creation. It reflects the ability of
the firm to leverage the skills, knowledge, and expertise of
its workforce in developing productivity and profitability
(Nneji et al.,, 2024) U This is very critical in the
manufacturing industry, given that skilled labor is needed
for innovation, quality control, and process optimization.
Despite this importance, human capital efficiency remains
an area for more studies especially in Nigerian
manufacturing firms.

1.4. Tax Payment Efficiency

Tax payment efficiency refers to the efficiency of a firm in
managing its tax obligations to minimize fiscal outflows
unnecessarily while still observing the regulatory
requirements. Efficient tax practices could have a very
important effect on the profitability of a firm by freeing
resources for reinvestment and operational needs. In
Nigeria's manufacturing sector, where firms always operate
in an intricate and dynamic fiscal environment, efficiency in
paying taxes can become crucial for determining a firm's
financial performance Ogudu et al. (2018) 21,

1.5. Relationship between Efficiency and Performance

The relationship between operational efficiency and
financial performance has been a common theme across
several industries, with varied influences and mediating
factors. It was noted that operating efficiency has a positive
effect on the financial performance of Deposit Money
Banks in Nigeria, as was observed by Onaolapo and
Odedoyin (2024) 1. This further shows that the cost
control activities of the banks are necessary to enhance bank
performance. Operational efficiency is observed to have a
significant, but mixed effect on financial performance,
especially by the cost of the total operating cost and cost of
sales ratios from cement firms listed on the Nairobi
Securities Exchange (Kariuki, 2021) 71, These findings
suggest that cost management may be associated with
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improved performance but could be contingent on the
specific cost category and industrial contexts. In contrast,
Azad, Raza, and Zaidi (2018) [® found that some operational
efficiency indicators, such as total asset turnover and
debtors’ turnover, had negative effects on profitability,
measured by return on equity, in the oil and gas sector of
Pakistan. However, fixed asset turnover and current ratio
were positively related to profitability, showing that the type
of efficiency measure used is very important in terms of
financial performance.

Furthermore, Kurniasih and Akhmadi (2024) 18] proved that
operational efficiency had an indirect impact on financial
performance through profitability in companies listed on the
Jakarta Islamic Index, which again proved profitability to be
an important mediating variable. Similarly, Sobhy et al.
(2020) 1 found that the significant impact of operational
efficiency on financial performance was negative and that
the existence of earnings management might moderate such
a relationship as evidence of its complexity in financial
performances. Generally, these studies underscore the view
that although most operational efficiencies often have a
positive impact on enhancing financial outcomes, such
relationships remain contextual and perhaps influenced by
sectoral changes, the measure of efficiencies employed,
mediating  variables,  profitability, and  earnings
management.

2. Theoretical framework

The theoretical underpinning of this research is based on
two significant theories, namely the Resource-Based View
(RBV) Theory and Efficiency Theory, since both theories
provide understanding of how operational efficiency
influences financial performance in firms.

2.1. Resource-Based View (RBV) theory

The Resource-Based View was propounded by Birger
Wernerfelt (1984) and later refined by Jay B. Barney
(1991). The theory propounds that firms have their
competitive advantage and high performance because of
their unique resources and capabilities (Ramon-Jeronimo et
al., 2019) 8. From an operational efficiency perspective,
RBV puts great emphasis on the role played by internal
resources: technological capabilities, human capital, and
organizational processes that make a difference in the
attainment of operational excellence. By leveraging such
resources, the firm can increase its productivity thereby
reducing its cost of operations and enhancing its financial
performance eventually.

RBV presumes that a firm's ability to sustain its competitive
advantage depends on the firm's core resources and how
well the resources are utilized. It could complement RBV in
explaining how proprietary technologies, skilled labor, and
efficient processes lead the firm to achieve operational
efficiency (Mahdi & Nassar, 2021) [9.  Effectively
optimizing cost structure, enhancing service delivery, and
improving profitability contribute to a firm's better market
performance. Operational efficiency, therefore, in the
perspective of the RBV, is an outcome or the result of the
capability of the firm to deploy its core resources in such a
way that would give it a competitive advantage.

2.2. Efficiency theory

Efficiency Theory was propounded by Harvey Leibenstein
in 1966. The theory deals with linking operational practices
with the effective utilization of resources for obtaining
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maximum output at minimal input costs (Huil, 2014) 31, |t
asserts that a firm with better operational efficiency will
outperform the others financially since it can organize its
resources in such a way that its inputs are maximally
productive with minimal wastage of any form (Huil, 2014)
1131 In this study, efficiency refers to a mode of performance
measured by the value of key performance indicators such
as cost efficiency, asset utilization, and productivity ratios,
which influence the profit-margin attainment capability of a
firm for market performance enhancement.

According to the Efficiency Theory, operational efficiency
is not a matter of cost reduction but rather process
optimization toward optimal effectiveness (Phan & Ngu,
2021) 21, For example, firms can become more efficient by
adopting new technologies, simplifying processes, and
reducing operational risks, which will in turn make them
more profitable and improve their financial performance. As
Phan and Ngu (2021) 1 have pointed out, the theory
emphasizes that the greater the efficiency, the better the
allocation of resources, the better the decision-making, and
the stronger the financial position of firms.

These theories have shed valuable light on how to explain
the relationship between operational efficiency and financial
performance. While RBV has focused on the use of firm-
specific resources for sustainable competitive advantage,
Efficiency Theory emphasizes that optimal utilization of
resources will result in maximum performance. These two
theories provide a sound framework through which this
study can investigate the effect of operational efficiency on
the financial performance of manufacturing firms in
Nigeria.

3. Empirical review

Onaolapo and Odedoyin (2024) ! examined the effect of
operating efficiency on the financial performance of deposit
money banks in Nigeria. A sample of 12 listed banks was
retrieved between the period 2011-2020 and through the use
of Pearson correlation along with the panel least square
regression, a positive significant relationship was noted
between operating efficiency and financial performance.
The financial performances did not vary significantly
between systemically important and non-systemically
important banks; hence regulators should accord equal
attention to all banks.

Azad, Raza, and Zaidi (2018) ! investigated the effect of
operational efficiency on the oil and gas sector's profitability
in Pakistan from 2010 to 2015. The efficiency proxies taken
for the study are total asset turnover, fixed asset turnover,
and debtor turnover, whereas ROE was measured for
profitability. The results indicated that total assets turnover,
debtor turnover, and quick ratio negatively influenced ROE,
while current ratio and fixed asset turnover positively
influenced profitability.

Sobhy, Megeid, Mohamed, Abd-Elmageed, and Riad (2020)
129 jnvestigated the effect of operational efficiency and
financial performance on capital structure, moderated by
earnings management. Based on panel data from 65
Egyptian non-financial firms over the time period 2013 —
2019, observations showed that return on equities, gross
profit margins, firm size are positively related to capital
structure, whereas higher levels of operational efficiency
with liquidity ratios negatively affect their capital structure.
Their study also portrayed how operational efficiency
positively influences earnings management.
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Otoo (2024) 81 explored financial management practices
affecting performance among small and medium enterprises
(SMEs). Through structural equation modeling in a sample
of 117 SMEs, it was found that working capital
management and  capital budgeting  management
significantly enhanced organizational performance, while
asset management did not. The findings highlight that
proactive attitudes toward financial management are core to
the sustainability and competitiveness of SMEs, despite the
limitations of cross-sectional data.

Kurniasih and Akhmadi (2024) 181 discussed the influence
of operational efficiency on the financial performance of
companies through the Jakarta Islamic Index 70 listing,
years 2018-2022. From 240 data points of observations
using multiple regression analysis, the work indicated that
operational  efficiency could not affect financial
performance significantly and instead shows an indirect
result on profitability. The positive mediation role of
profitability plays an important part in driving firms'
economic performance.

Kariuki (2021) 171 jllustrated the effect of operational
efficiency on the financial performance of cement firms
listed in the Nairobi Securities Exchange from the period
2005 to 2020. It is observed from the Pearson correlation
analysis that the operating cost and cost of sales ratios are
negatively related and significant with ROA. However,
administration cost ratio is positive, meaning reduction in
operational costs will improve financial performances of
cement firms.

Chude, Chude, and Egbunike (2023) [ investigated the
impact of intellectual capital on the financial performance of
quoted manufacturing firms in Nigeria from 2011 to 2019.
Intellectual capital, as measured with VAIC, significantly
influenced asset turnover, gross profit margin, and return on
assets. The result has important implications for how crucial
intellectual capital is toward boosting the performance of
manufacturing companies.

Sirojuzilam, Nasution, and Yustina (2021) tested the
influence of operational efficiency on the financial
performance of firms within Indonesia’s agricultural sectors.
These studies used financial ratios of efficiency that ranged
from fixed asset turnover ratio to the current ratio. Such
influences turn into increased profitability, emphasizing
how crucial resources can be for making improvements in
corporate financial performance.

Ali and Amir (2023) examined the relationship between
operational performance and financial performance of the
textile sector in Pakistan. Using data from listed firms from
the period 2010 to 2020, the study found that total assets
turnover and inventory turnover significantly and positively
influenced ROA. However, administrative costs deter
improvement in financial performance. The study
recommends cost control measures along with better
inventory  management  for  effective  operational
performance.

Yang, Liu, and Zhang (2022) conducted research on the
effect of operational efficiency on financial performance
with respect to manufacturing firms in China. Through
panel regression analysis, the paper drew the conclusion that
increased operational efficiency, that is, higher fixed asset
turnover and cost ratios has significantly increased the level
of profitability through returns on equity and assets.
Therefore, they suggested a strategic policy of efficient
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resource allocation in pursuit of better long-run financial
performance.

Chen and Lee (2023) examined the mediating influence of
operational efficiency in financial performance among small
enterprises of Taiwan. The study used a structural equation
modeling method to establish that operational efficiency
ensures positive profitability, which, in turn, is reflected to
improved financial performance. The results have indicated
that small enterprises can achieve improvements in financial
performance by increasing their focus on enhancing
operating processes and reducing inefficiencies in their
business operations.

Zhang, Zhao, and Li (2020) explored how cost management
influences the operational efficiency and financial
performance of Chinese technology firms. In the study,
panel regression analysis was used to test the relationship
between cost ratios, efficiency metrics, and profitability
measures. The results indicated that cost efficiency
significantly influences financial performance as measured
by two variables: ROE and net profit margins. The authors
support strategic cost management practices to improve
performance.

The literature reviewed pinpoints a few gaps. While several
studies, for example, Yang et al. (2022) and Sobhy et al.
(2020) 91, examined the operational efficiencies of an
organization, they did not take into consideration the
managerial and human capital efficiencies which could
potentially pose as significant profitability drivers. For
instance, not much studies especially in recent times have
focused on developing economies like Nigeria especially
with a focus on key indicators of efficiency such as
management-specific and human capital efficiency.
Additionally, the efficiency related to tax payment is usually
excluded from financially related studies. This becomes
even more significant in the changing landscape of Nigeria's
fiscal environment. From a scope perspective, most of these
studies are framed within a short-term framework, usually
less than ten years some of which were carried out outside
Africa (Azad et al. 2018; Chen & Lee, 2023) [6. This paper
seeks to bridge these gaps by centring its focus on listed
manufacturing firms in Nigeria over a decade-from 2014 to
2023-for the long-term appreciation of performance trends.

Methodology

The research adopts an ex post facto design. The selection
of this design is appropriate in this study, because it suit the
research aims and provide the ground for data collection
without manipulation. The target population for this study
consists of 38 manufacturing companies listed in the
Nigerian Exchange Group, with data spanning from 2014 to
2023. These companies were selected based on their
availability of comprehensive financial data over the
specified period. The selected companies are representative
of the wide spectrum in the Nigerian manufacturing sector,
including the following firms: Aluminium Extrusion
Industries, Berger Paints Nigeria, Beta Glass Company,
Cadbury Nigeria, Chellarams, Chemical & Allied Products,
Cutix, Dangote Cement, Dangote Sugar, Fidson Healthcare,
Flour Mills of Nigeria, GlaxoSmithKline Nigeria, Greif
Nigeria, Honeywell Flour Mills, Industrial & Medical Gases
Nigeria, John Holt, Lafarge Cement WAPCO Nigeria,
Livestock Feeds, May & Baker Nigeria, McNichols
Consolidated, Meyer Plc, Nascon Allied, Neimeth
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International Pharmaceuticals, Nestlé Nigeria, Nigeria
Breweries, Nigerian Enamelware, Northern Flour Mills
Nigeria, Pharma-Deko, Portland Paints Nigeria, Premier
Paints, PZ Cussons, SCOA Nigeria, Studio Press Nigeria,
Thomas Woyatt, Transcorp Nigeria, UAC of Nigeria,
Unilever Nigeria, and Vitafoam Nigeria. These firms were
selected based on their data availability and they represent a
significant portion of the manufacturing industry in Nigeria.
Therefore, the study adopted annual reports of the
companies and the variables used for the study are defined
the following formulas:

Table 1: Variable measurement

Formula
PAT/Total Assets
Operating Expenses/Revenue
(PBT + Employee Compensation)
/Employee Compensation
Income Tax Paid/PBT

Variable
ROA (Return on Assets)
Management Efficiency

Human Capital Efficiency

Tax Payment Efficiency

The data analysis was done using descriptive statistics and
panel data analysis. Panel data techniques are appropriate
for this study, as they account for variations across
companies as well as over time. Estimation was done using
both Fixed Effects and Random Effects models. The
Hausman test was used in determining which model, fixed
or random effects, best fits the data. This is in order to make
the estimates reliable and valid. Multicollinearity test was
carried out to see if there was a problem of high correlations
between independent variables, since high levels may inflate
the variance of the regression coefficients, reducing stability
and interpretability. The heteroskedasticity test was
conducted to find out if the variance of the error terms was
constant for all observations. Where heteroskedasticity
exists, robust standard errors may be wused. An
autocorrelation test was also conducted to check whether or
not the residuals/errors arising out of a regression model are
correlated with each other across time. To this regard, when
there is auto-correlation, an adjustment on the model would
be done. A significant test at 5% levels will have its P-value
< 0.05 (meaning when the p value is less than 0.05 the null
hypothesis will be rejected otherwise it shall be accepted).

Model specification
The functional relationship between financial performance
and the independent variables is expressed as follows:

ROA = f(Management Ef ficiency, Human Capital Ef ficiency, Tax Payment Ef ficiency)

The regression model used for the analysis is:
ROA = By + ByME + B,HCE + BsTPE + p

Where:

ROA = Return on Assets

ME = Management Efficiency

HCE = Human Capital Efficiency

TPE = Tax Payment Efficiency

o = Intercept

B1—PBs = Coefficients for the independent variables

p = Error term, representing unobserved factors influencing
ROA

www.managejournal.com

Results and discussion
1. Descriptive statistics

Table 1: Descriptive statistics

ROA ME HCE TPE
Mean 3.737427 | 26.88443 | 2.069284 | 29.75971
Median 3.810000 | 20.63000 | 1.740000 | 14.87000
Maximum 53.96000 | 200.1600 | 34.79000 | 762.4900
Minimum -179.9200 | 2.750000 | -18.29000 | 0.000000
Std. Dev. 14.38505 | 25.55896 | 3.490635 | 67.05447
Observations 377 377 377 377

Source: Eviews 14 Output, 2024

The mean values of ROA, ME, HCE, and TPE suggest
general trends within the data. The mean ROA of 3.74
indicates a moderate profitability level for the firms,
although it is somewhat skewed due to the maximum value
of 53.96, which represents an outlier, while the minimum
value of -179.92 indicates extreme financial distress in some
firms. The median value (3.81) being close to the mean
suggests the data distribution is relatively symmetric for
ROA, but the large spread (Standard Deviation of 14.39)
suggests variability across firms. For Market Equity (ME),
the mean of 26.88 contrasts with the large spread indicated
by the high standard deviation of 25.56, signaling diverse
market sizes among the firms in the sample. Similarly, HCE
shows a wide variance with values ranging from -18.29
(possibly reflecting negative or minimal investments in
human capital) to 34.79, while the large standard deviation
(3.49) further underscores variability. The TPE variable
exhibits extreme values, with a maximum of 762.49 and a
minimum of zero, implying that some firms spend
disproportionately high or no funds on product-related
expenses. These extreme values, combined with the
substantial standard deviation (67.05), suggest potential
outliers. The variability in these variables implies a
heterogeneous sample, indicating that the firms in the study
are likely operating in different conditions, which may need
to be accounted for in further analysis.

2. Correlation analysis

Table 2: Correlation matrix

Correlation
Probability ROA ME HCE TPE
oa | 000
-0.390730 | 1.000000
ME 00000 | oo
HCE 0.465249 -0.277470 1.000000
0.0000 0.0000 | = -----
TPE 0.005422 | -0.081281 | -0.033058 |1.000000
0.9164 0.1151 0.5222 | -----

Source: Eviews 14 Output, 2024

The correlation matrix reveals the relationships between the
variables ROA, ME, HCE, and TPE. The significant
negative correlation between ROA and ME (-0.39) suggests
that higher market equity is associated with lower returns on
assets, which may reflect larger firms having lower
efficiency. There is a moderate positive correlation between
ROA and HCE (0.47), indicating that higher human capital
expenditure tends to improve financial performance, as
expected. The correlation between ROA and TPE is
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negligible (0.0054), suggesting no meaningful linear
relationship between total product expenditure and return on
assets. Importantly, the correlations between ME and HCE
(-0.28) and between HCE and TPE (-0.03) suggest limited
multicollinearity, as the correlations are not high enough to
cause concern.

www.managejournal.com

3. Test of hypotheses

Table 3: Correlated random effects - hausman test

Test Summary Chi-Sq. Statistic | Chi-Sq. d.f.
Cross-section random 3.245998 3
Source: Eviews 14 Output, 2024

Prob.
0.3552

Table 4: Panel regression (Fixed Effect and Random Effect) test

Statistic/Variable C ME HCE TPE R? Adj R? | F-stat | Prob (F-stat) | Durbin-Watson stat
RE Coefficient 6.0480 -0.1957 1.3602 -0.0010 | 0.2593 | 0.2533 |43.5189 0.0000 1.2543
RE Std. Error 1.5276 0.0271 0.1984 0.0085
RE t-Statistic 3.9592 -7.2105 6.8557 -0.1223
RE Prob. 0.0001 0.0000 0.0000 0.9027
FE Coefficient 6.8262 -0.2103 1.2496 -0.0007 | 0.5346 | 0.4792 | 9.6477 0.0000 1.6957
FE Std. Error 1.1622 0.0293 0.2139 0.0086
FE t-Statistic 5.8733 -7.1870 5.8416 -0.0802
FE Prob. 0.0000 0.0000 0.0000 0.9362

Source: Eviews 14 Output, 2024

Hypothesis 1: Management Efficiency (ME)

The Hausman test result (p-value = 0.3552) suggests no
significant difference between the fixed effects (FE) and
random effects (RE) models, which means both models
could be appropriate. However, due to autocorrelation and
potential differences in firm-specific conditions, we choose
the fixed effects model. The coefficient for ME in the fixed
effects model is -0.2103, with a t-statistic of -7.1870 and a
p-value of 0.0000, indicating a significant negative
relationship between management efficiency and the
financial performance of manufacturing firms in Nigeria.
Thus, we reject the null hypothesis (Ho: ME has no
significant effect on financial performance). The negative
relationship implies that higher management efficiency is
associated with lower financial performance, potentially due
to inefficiencies in resource allocation or decision-making
that affect profitability.

Hypothesis 2: Human Capital Efficiency (HCE)

In the fixed effects model, HCE has a coefficient of 1.2496
with a t-statistic of 5.8416 and a p-value of 0.0000, showing
a significant positive relationship between human capital
efficiency and financial performance. Based on the
Hausman test and regression results, we reject the null
hypothesis (Ho: HCE does not significantly affect financial
performance). The positive relationship implies that greater
investment in human capital positively influences the
financial performance of manufacturing firms, highlighting
the importance of skilled workforce and human resource
development.

Hypothesis 3: Tax Payment Efficiency (TPE)

For TPE, the coefficient is -0.0007 in the fixed effects
model, with a t-statistic of -0.0802 and a p-value of 0.9362,
indicating that the relationship between tax payment
efficiency and financial performance is statistically
insignificant. Therefore, we fail to reject the null hypothesis
(Ho: TPE does mnot significantly affect financial
performance). The very small negative coefficient and lack
of statistical significance suggest that tax payment
efficiency does not have a meaningful impact on the
financial performance of manufacturing firms in Nigeria.
This might be attributed to other factors influencing
financial outcomes, overshadowing the impact of tax
efficiency.
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4. Discussion of findings

The findings of this study both agree and disagree with
several empirical studies in the literature. In Hypothesis 1,
the significant negative relationship between Management
Efficiency and financial performance was contrary to
Onaolapo and Odedoyin (2024) 251 and Sobhy et al. (2020)
291 who found that operational efficiency positively
influenced financial performance. This could be due to the
industry-specific nature of factors at play or the use of
different efficiency proxies, such as operating costs or asset
turnover. The inverse relationship obtained in this study
implies that, within the Nigerian manufacturing
environment, management efficiency could well result in
misallocation of resources or decision-making inefficiency
that decreases profitability. In the same vein, the negative
effect that Kariuki 2021 0] established on operating costs
and financial performance was in line with what was
interpreted to mean that where operational efficiency is not
well managed, it may have a negative consequence on
financial performance.

Hence, given the highly significant positive association
observed from the study between Human Capital Efficiency
and financial performance, the test of Hypothesis 2 was,
therefore, confirmed and supported the views of Chude et
al. (2023) ® and Azad et al. (2018) € that intellectual and
human capital contributes significantly to enhancing firm
performance. From the regression analysis, it can be stated
that the positive coefficient shows better financial outcomes
due to human capital investment in manufacturing firms,
and is also consistent with global findings; among them are
the studies conducted by Yang et al. (2022) and Sirojuzilam
et al. (2021) who obtained positive results on different
occasions.

For Tax Efficiency, the insignificance of its result disagrees
with Sobhy et al. (2020) 1, who posited that operational
efficiency influences firm performance through liquidity
and earnings management. Such findings could mean that
other variables like market conditions or firm-specific
strategies may have a stronger in effect on the relationship
between tax efficiency and financial performance. This
result validates the findings of Kurniasih and Akhmadi's
(2024) 81 study which noted that operating efficiencies did
not affect financial performance directly but had an indirect
effect through profitability, suggesting a similar mediating
role for factors like profitability in the Nigerian context.
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Conclusion
This study provides an overview of the influence of
operational efficiency indicators on the financial

performance of manufacturing firms in Nigeria, using
management efficiency, human capital efficiency, and tax
payment efficiency as variables. It was found that
management efficiency significantly and negatively affects
financial performance. On the other hand, human capital
efficiency shows a significant positive effect, which
highlights a need for investment in developing skilled work
to improve firm performance. Taxation payment efficiency
was insignificant and infers that market or any operational
strategy factor plays a significant influence on financial
outcomes. Overall, these results suggest that manufacturing
firms in Nigeria should invest in enhancing their
management practices and building human capital while
reassessing the role of tax efficiency in determining
financial performance. Future studies may consider other
determinants of financial performance, especially in regard
to Nigerian economic and industrial contexts.

Based on the findings, the following recommendations are

made:

1. Management efficiency enhancement: The inverse
relation between management efficiency and financial
performance suggests that manufacturing firms should
focus on the better allocation of resources and decision-
making to reduce inefficiency and improve
profitability.

2. Investment in human capital: Firms should invest in
the training and enhancement of their employees' skills
to improve the productivity of the workforce, which in
turn would improve financial performance, given the
positive relationship between human capital efficiency
and financial performance.

3. Focus beyond tax efficiency: Since tax payment
efficiency showed no significant impact, firms should
prioritize other areas like operational efficiencies and
cost-effective  strategies to improve financial
performance, while ensuring tax compliance.
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