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Abstract 

The capital structure is a crucial aspect of corporate governance and firm value, understanding its implications 

allows companies to make informed decisions to enhance their value and governance practices. This study 

examines the effect of capital structure on value of listed insurance companies in Nigeria.  The study adopts ex-

post facto research design using panel data of ten years 2014-2023 to examine the effect of independent variables 

debt-to-equity ratio, institutional ownership and firm size on the dependent variable firm value. The population of 

the study consist of all insurance companies listed on the Nigerian Exchange Group as at 31st December, 2023. In 

view of this, sixteenth (16) insurance companies listed on Nigerian Exchange Group were selected to represents the 

sample size for this study using purposive sampling technique based on the criterion that insurance companies 

must be listed and disclosed all the data needed for the study in the annual reports. Secondary data was used and 

data were sourced from the audited annual reports and accounts of the sample insurances companies. The 

multiple regression technique was used with the aid of EViews 10 to analyze the data. The findings shows 

that, institutional ownership has positive and insignificant effect on firm value of listed insuranc e 

companies in Nigeria. While debt-to-equity ratio and firm size has positive and significant effect on firm 

value of listed insurance companies in Nigeria, The study recommends that increase in the value of company 

will be greater if the debt from the company can also increase profitability from the company, provided that the 

debt does not exceed its optimal point.  

Keywords:  Capital Structure, Institutional Ownership, Firm Size, Firm Value,  

 
 

1. Introduction  

Capital structure is one of the primary factors that 

shareholders take into account when determining a 

company's worth. A company's debt-to-finance ratio 

can be explained by its capital structure 

(Hermuningsih, 2014). Managers make important 

decisions about capital structure since it affects a 

company's risk and cost of capital. Pecking order 

theory and trade-off theory serve as the foundation 

for most capital structure studies (Culata & Gunarsih, 

2012). Furthermore, according to the pecking order 

theory, businesses would finance their investments 

primarily through internal resources, using debt only 

as a last resort (Cotei & Farhat, 2011). In contrast, 

trade-off theory indicates an ideal combination of 

borrowing and equity funding for a company, and 

this optimal mix is determined by the trade-off 

between the profit and expenses associated with each 

type of financing (Alyousfi et al., 2020). 

Decisions regarding a company's capital structure 

and finances play a significant role in its 

management. This is because businesses' choices on 

how to employ various financing sources result in 

various capital structures, which can have various 

effects on a company's worth (Pandey & Sahu, 2019). 

Because of this, choosing a finance option is one of 

the most important business management decisions. 

As a result, different capital structures may have 

varying effects on a company's success. Nonetheless, 

there are various viewpoints about capital structure 

research, some of which support earlier theories like 

those of Modigliani and Miller (1958). Other studies 

also focus on the agency costs and pecking order 

theories, which postulate that companies should 

balance their capital structure to generate an optimal 

structure that can improve their performance 

(Ibrahim & Zulkafli, 2018). 

 

Companies are funded by their capital structure, 

which consists of long-term debt and total equity 

(Ogbulu and Emeani 2012). Owners' financial 

contributions to the business are known as equity, 
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and they are not obligated to reimburse the cost of the 

funds. On the other hand, debt is made up of 

borrowed money that a business must repay, along 

with interest the cost of using the borrowed money 

and the principal (Aliu, 2010). Together, the various 

types of debt and equity comprise the capital 

structure. The corporate finance literature places a 

high value on capital structure because of its ability 

to influence investment through the mix of funds 

(leverage ratio), which impacts the cost and 

availability of capital and, consequently, the source 

of investment for the firm. According to Ogbulu and 

Emeni (2012), capital structure is the mix of the 

firm's financial liabilities, with equity and debt 

holders being major investors and exerting different 

types of control over the firm's investment decisions. 

While debt holders receive fixed interest on their 

investment and have little control over the firm's 

investment decisions, equity holders bear the 

majority of the risk and have more control over the 

firm's investment decisions, making them the 

residual claimant. In reality, establishing an optimal 

capital structure is a difficult task (Shoaib, 2011). 

Taani, 2013; According to Oladeji et al. (2015), a 

company could need to issue a variety of securities in 

a debt and equity mix in order to achieve the precise 

combination that will optimize its value. The 

company is able to achieve its ideal capital structure 

through that approach. In practice, figuring out a 

company's capital structure is challenging (Ong and 

Teh, 2011). To find specific combinations that can 

optimize its total worth, or optimal capital structure, 

a company must issue a wide variety of securities in 

an infinite number of combinations (Ong and Teh, 

2011). Therefore, for both managers and fund 

providers, the question of how an organization is 

supported is crucial. This is because the performance 

and survival of the commercial enterprise may be 

significantly impacted if the incorrect mix of 

financing is utilized (Osuji and Odita, 2012). 

Corporate performance and capital structure are 

highly related (Tian and Zeitun, 2007). The impact of 

a firm's capital structure on its value has been debated 

in both developed and developing nations 

(Nwankwo, 2014). Financial limitations have been a 

significant element influencing the value of corporate 

enterprises in emerging nations, particularly Nigeria, 

according to Akeem et al. (2014). 

 

Determining a firm's ideal capital structure is 

challenging. Despite years of research, scholars 

continue to disagree about the magnitude of the 

impact of capital structure on business value and 

performance. On this subject, numerous studies have 

been conducted (Ogbulu and Emeni (2012); Antwi et 

al. (2012); Mathanika et al. (2015); Kausar et al. 

(2014); Draniceanu and Ciobanu (2013); Chowdhury 

and Chowdhury (2010)). Antwi et al. (2012) used the 

same variables to report the relevance of equity 

capital to firm value, but Ogbulu & Emeni (2012) 

used debt and equity as independent variables to 

indicate the irrelevance of equity capital to firm 

value.  

 

This study aims to fill the gap in the literature by 

introducing independent variables of debt-to-equity 

ratio, profitability, firm size, and institutional 

ownership. Additionally, in contrast to Ogbulu and 

Emeni (2012), who used 124 quoted companies in 

the Nigeria stock exchange, Antwi et al. (2012) used 

all 34 quoted companies in the Ghana stock 

exchange. This study uses quoted firms in two 

sectors of the Nigeria stock exchange; it should be 

noted that no study has been conducted using firms 

quoted only on these two sectors with the same 

independent variables, at least in Nigeria.  The broad 

objective of this study is to examine the effect of 

capital structure and firm value of listed insurance 

companies in Nigeria. 

 

2. Literature Review 

2.1 Conceptual Definitions  

Firm Value 

 Investor opinions of the company, which are usually 

connected to the equity market, determine the firm's 

value. The market prices of all outstanding debt, 

common shares, and preferred shares are added to 

calculate a company's market value (Rajesh, 2016). 

Because it offers a more comprehensive evaluation 

of a company's whole value or net worth than the 

equity value, the complete value of an enterprise is 

referred to in this study as firm value, which is also 

known as enterprise value. The market value of a 

corporation divided by its total assets is another way 

to determine its value. A company’s shares publicly 

traded on the stock market are used as a measure of 

firm value for companies that issue shares in the 

stock market; indicating that a high share price is an 

indication of a high firm value (Cristiawan, 2007). 
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Capital Structure 

According to Kennon (2010), the percentage of 

capital (money) employed by a business by kind is 

referred to as its capital structure. It is how a business 

finances its operations and expansion by using a 

variety of funding sources. Capital comes in two 

varieties: debt capital and equity capital. According 

to Alfred (2007), the ratio of debt to equity in a 

company's overall capital structure is known as its 

capital structure. In the work of Adeyemi and Oboh 

(2011), Pandey (1999) distinguished between capital 

structure and financial structure, stating that the 

former represents the proportionate relationship 

between long-term debt and equity capital, while the 

latter represents the different ways in which the firm 

raises funds. According to Inanga and Ajayi (1999), 

a company's capital structure is the sum of its long-

term funds rather than short-term borrowing. The 

debt to equity ratio was derived from a number of 

sources in order to determine the capital structure's 

value. Antwi et al. (2012) and Ogbulu and Emeni 

(2012) both confirmed this. Consequently, the capital 

mix of long-term debt and equity used to finance a 

company's assets is referred to as its capital structure. 

Businesses primarily use capital structure, preferred 

stock, and ordinary equity to raise the money they 

require (Inanga and Ajayi 1999). 

 

Therefore, shareholders' primary concern is making 

sure that managers do not squander company 

resources and operate the company to maximize its 

worth, which requires figuring out how to resolve the 

principal-agent dilemma. The sum of a company's 

debt and equity is known as its capital structure. 

Another name for it is how a company finances its 

assets using a mix of debt, equity, or hybrid 

securities. Butt, Kausar, and Nasir (2014). The 

following ratios are typically used to measure capital 

structure: debt to total assets, equity to total assets, 

debt to equity, and equity to debt (Javad, Hamed, and 

Elham, 2012). 

 

Government policy, inflation, interest rates, and the 

state of the capital market are the main external 

factors (macro variables) that have an impact on the 

firm's capital structure. Profitability, growth rate, 

business size, sales growth, operating leverage, 

financing period, stock price level, and tax policy are 

the micro (internal) determinants. Piratheepan, 

Nimalathasan, and Priya (2015). According to Inanga 

and Ajayi (1999), a company's capital structure can 

be divided into three categories: equity capital, 

preference capital, and long-term loan (debt) capital. 

 

Institutional Ownership: One significant factor 

influencing a company's performance is institutional 

ownership. According to the literature, in order for 

institutional investors to fulfill their fiduciary duty, 

the projects in question must enhance the company's 

governance and management's transparency while 

focusing on maximizing shareholder value (Soufeljil, 

Sghaier, Kheireddine, & Mighri, 2016). It goes 

without saying that institutional investors pick a solid 

project to fund in the hopes of increasing profits and 

returns. Additionally, they are crucial to corporate 

governance since they enforce stricter oversight of 

managers' performance or take charge of the 

business. Large investors that own a greater portion 

of the company are therefore more eager to keep an 

eye on management by having a voice on the board 

(Desender, 2009). According to agency theory, 

institutional investor monitoring may be an important 

governance tool. Because institutional ownership is 

intelligent and offers advantages in information 

processing and acquisition, it effectively monitors 

management discretion and improves information 

competency in capital markets (Ferreira & Matos, 

2008; Koh, 2003). This, in turn, lowers agency costs 

and restrains opportunism (Al-Najjar, 2010; Chung, 

Firth, & Kim, 2002; Shleifer & Vishny, 1997). 

Additionally, by providing other shareholders with 

greater information about the company, institutional 

investors significantly lower the cost of external 

monitoring. Moreover, they have much influence on 

the decisions concerning their large investment in 

companies (Brickley, Lease, & Smith, 1988). 

 

Firm Size: The scale of the company's purchase in 

terms of sales is a reflection of its size. The 

company's primary activity, which is sales, has a 

strategic impact on the competitiveness in the 

industry. The sales process requires company assets. 

Weston & Copeland (2008) assert that higher sales 

must be accompanied by higher corporate assets. 

Because the corporation prioritizes internal funding 

sources above external funding, increased sales 

results are indicative of an expanding company size, 

which may be calculated as the company's size less 

its debt.  
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Debt-to-Equity Ratio and Firm Value 

Alvian and Munandar (2022) determined the effect 

of Debt to Equity Ratio, Net Profit Margin, and Cash 

Ratio on firm value. Ratio data comes from the 

company's annual financial report (financial report), 

therefore the data collection method uses secondary 

data. This research was conducted from November 

2021 to February 2022. Panel data were employed in 

this study, which is a synthesis of cross sectional and 

time series data. The normality test, multicollinearity 

test, autocorrelation test, and heteroscedasticity test 

were all used in this study. The following 

conclusions are taken from the analysis and 

discussion of 45 samples from nine companies in the 

food and beverage subsector that are publicly traded 

on the Indonesian Stock Exchange: 1) The Debt To 

Equity Ratio has no effect on the firm's worth; 2) The 

Net Profit Margin has a positive and significant effect 

on the firm's worth; and 3) The Cash Ratio has a 

positive and significant effect on the firm's worth 

Given the panel nature of the data, it was appropriate 

to do panel data diagnostic tests, such as stationarity 

and Breusch-Pagan tests, as well as tests to see 

whether the data met the prerequisites for regression 

analysis, such as linearity and serial autocorrelation, 

before performing the analysis. 

 

Sari et al. (2022) determined the effect of the Current 

Ratio (CR), Quick Ratio (QR), Debt to Asset Ratio 

(DAR), and Debt to Equity Ratio (DER) on Return 

on Assets (ROA). This study uses several data 

analyzes, namely descriptive analysis, model 

selection test, data selection method test (Chow test, 

Hausman test, and Langrange multiplier test), panel 

data regression analysis test, hypothesis testing 

(partial test and simultaneous test), and coefficients. 

Determination by using the Eviews version 10 

program. Based on the results of this study, it shows 

that the measurement results on the Current Ratio 

(X1) have no significant effect on Return On Assets 

(Y), Quick Ratio (X2) have no significant effect on 

Return On Assets (Y), Debt to Assets Ratio (X3) has 

an effect on Return On Asset (Y), and finally Debt to 

Equity Ratio (X4) has an effect on Return On Asset 

(Y). Since the data was panel in nature it was 

appropriate to carry out panel data diagnostic tests 

such as stationarity, Breusch Pagan tests and test 

whether the data satisfied regression assumptions 

prior to regression analysis; such as linearity and 

serial autocorrelation. 

 

Institutional Ownership and Firm Value 

Balagun and Agbi (2023) examined the effect of 

institutional ownership on firm value of listed 

manufacturing companies in Nigeria with dividend 

payout as a moderating variable. This study 

employed a sample of selected thirty-five (35) 

manufacturing companies listed on the Nigeria 

Exchange Group over a period of 12 years from 2010 

– 2021. This study employs secondary data which 

were sourced from the annual financial reports of the 

selected companies. Descriptive statistics was used 

for data analysis. The result of the study shows that 

institutional ownership exhibited a positive 

relationship on firm value but not significant at 5% 

level. This implies that institutional ownership had 

insignificant effect on firms’ value. On the 

moderating effect, it was confirmed that both 

dividend payout and institutional ownership jointly 

influenced firms’ value. This implies that a non-

regular payment of dividend to existing shareholders 

will affect the contribution of institutional 

shareholders to the totality of firms’ value from 

institution ownership by 31.2%. This study 

concludes that the degree of institutional ownership 

involvement in listed manufacturing companies in 

Nigeria depends on the level of dividend payout to 

shareholders. 

 

A study conducted by Oyedokun et al. (2020) 

examined the effect of ownership structure on firm 

value of listed consumers’ goods manufacturing 

companies in Nigeria from 2010 to 2018. There were 

21 consumer goods companies that were listed on the 

Nigerian Exchange Group as of December 31st, 2018 

while nineteen (19) were selected using judgmental 

sampling approach for the study. Data were gathered 

from secondary sources using the annual reports and 

financial statements of the selected Nigerian 

consumer goods companies. The analytical method 

used in the study was panel regression. The findings 

from the study showed that institutional ownership 

have a positive effect on the firm value of consumer 

goods companies in Nigeria after using panel 

regression model. 
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Firm Size and Firm Value 

Suriawinata and Nurmalita (2022) examined the 

effect of share ownership structure on firm value with 

firm size acting as a moderating variable. The 

estimation results showed that while the efficient-

monitoring and control hypothesis of institutional 

ownership was supported, the alignment hypothesis 

of managerial ownership did not hold. However, the 

present study found that firm size moderated the 

effect of share ownership structure on firm value. As 

firm size increased, managerial conducts were more 

inclined to conform to shareholders’ interest. But on 

the other hand, as firm size increased, institutional 

investors tended to side with managers in extracting 

more value at the expense of other shareholders. 

These findings corroborated anecdotal evidence in 

empirical corporate finance that firm size mattered, 

and provided insights for policy makers relating to 

corporate governance implications of institutional 

ownership in large firms. The result may not 

generalised across companies due to legal difference 

characteristics. 

Atiningsih and Izzaty (2021) determined the effect of 

firm size on firm value with profitability as an 

intervening variable and dividend policy as a 

moderating variable in manufacturing companies 

listed on the Indonesia Stock Exchange in 2017-

2019. The population in this study were 306 

manufacturing companies listed on the Indonesia 

Stock Exchange. Sampling using purposive sampling 

technique. The sample of this research is 

manufacturing companies listed on the Indonesia 

Stock Exchange in 2017-2019. This study uses 

secondary data. Data analysis used linear regression 

with path analysis. The results of this study are firm 

size has a positive effect on ROA and ROE. Firm 

size, ROA, and ROE have a positive effect on firm 

value. Profitability can mediate the effect of firm size 

on firm value and dividend policy can moderate the 

effect of firm size on firm value. The findings of the 

foreign studies are very essential although, 

divergence in economic and political conditions 

among the nations may hardly make their findings 

applicable in Nigeria. 

 

2.2 Theoretical Review  

The pecking order theory of capital structure as 

introduced by Donaldson (1961) is among the most 

influential theories of corporate leverage. It goes 

contrary to the idea of firms having a unique 

combination of debt and equity finance, which 

minimize their cost of capital. The theory suggests 

that when a firm is looking for ways to finance its 

long-term investments, it has a well-defined order of 

preference with respect to the sources of finance it 

uses. It states that a firm’s first preference should be 

the utilization of internal funds (i.e. retain earnings), 

followed by debt and then external equity. He argues 

that the more profitable the firms become, the lesser 

they borrow because they would have sufficient 

internal finance to undertake their investment 

projects. He further argues that it is when the internal 

finance is inadequate that a firm should source for 

external finance and most preferably bank 

borrowings or corporate bonds. And after exhausting 

both internal and bank borrowing and corporate 

bonds, the final and least preferred source of finance 

is to issue new equity capital. 

 

Pecking Order theory tries to capture the costs of 

asymmetric information which states that companies 

prioritise their sources of financing (from internal 

financing to equity) according to the principle of least 

effort, or of least resistance, preferring to raise equity 

as a financing means of last resort. Hence, internal 

funds is used first, and when that is exhausted, debt 

is issued, and when it is not sensible to issue any 

more debt, equity is issued. On the other hand, 

Pecking Order Theory (Myers & Majluf, 1984), 

captures the effect of asymmetric information upon 

the mispricing of new securities, which says that 

there is no well-defined target debt ratio. They 

opined that investors generally perceive that 

managers are better informed of the price sensitive 

information of the firms. Investors’ perception is 

such that managers issue risky securities when they 

are overpriced. This perception of investors leads to 

the underpricing of new equity issue. Sometimes this 

underpricing becomes so severe that it causes 

substantial loss to the existing shareholders. To avoid 

the problem arising from information asymmetry 

firms usually fulfill their financing needs by 

preferring retained earnings as their main source of 

financing, followed by debt and finally external 

equity financing as the last resort This work is 

anchored on pecking order theory of capital structure 

because the study aims at finding out the combination 

of business financing that will yield maximum result. 
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3. Methodology 

The study was designed to capture the effect of 

institutional ownership on capital structure and firm 

value of listed insurance companies in Nigeria. This 

study adopt ex-post facto research design because the 

design allows for the analysis of possible cause and 

effect among variables. The research design involves 

the assessment of the relationships between 

theoretically related variables and observe the impact 

of the independent variable(s) on the dependent 

variable. The population of the study includes all the 

twenty two (22) listed insurance companies 

operating on the Nigeria Exchange Group (NGX) 

from 2014 to 2023. Purposive sampling technique 

was used to arrive at the sample size of sixteen (16) 

insurance companies based on a criterion that a 

company must be listed and disclosed all the data 

needed for the study in the annual report and 

accounts, selected companies are contained in 

Appendix A. The study utilized secondary data from 

the annual reports and audited accounts of the 

sampled listed insurance companies as at 31st 

December, 2023. The technique of data analysis in 

this study is panel multiple regression. This is 

because the objective of the study is to evaluate the 

effect of institutional ownership on capital structure 

and firm value of listed insurance companies in 

Nigeria. Diagnostic tests including Hausman 

specification test, correlation matric, 

multicollinearity, Variance inflation factor, 

heteroskedasticity test, as well as serial correlation.  

 

3.1 Model Specification  

TOBIN’S Qit = β0 + β1DERit + β2IOit + β5FSIZEit + 

μit ………………(1) 

Where; 

Tobin’s Q = Firm value  

Β1-β4 = are the parameters estimate or coefficients 

in equation,  

DER= Debt-to-Equity Ratio 

FSIZE = Firm Size 

IO = Institutional Ownership 

µit  =  error term. 

       Table 1: Variables Measurement 

No Variables Measurement Source 

1 Firm value  Firm value was measured using Tobin’s Q =Market 

Value of Debt plus Market Value of Equity divided by 

Total Assets. Sabrin et al., 2016) (Radja & Artini, 2020) 

(Sabrin et al., 2016) 

(Radja & Artini, 2020) 

2 Debt-to-

Equity Ratio 

DER = Total Debt divided by Total Equity (Hirdinis, 2019); (Fahmi, 

2017) 

3 Institutional 

Ownership 

(IO)  

Number of shares owned by the institution divided by  

Number of outstanding shares multiply by  x 100% 

(Yuwono & Aurelia. 

2021); (Cinko & 

Kasaboglu, 2017) 

4 Firm Size  

(FSIZE) 

Size of firms at time t. This a control variable measured 

by the natural logarithm of total assets (Maina & 

Ishmail, 2014; Wu, 2019; Maama, 2020). 

Radja & Artini, 2020 

      Source: Author’s Compilation 2024 
 

4. Results and Discussions 

    Table 2: Descriptive Statistics 

 TOBIQ IO DER FSIZE 

 Mean  0.379289  0.270112  4.269956  7.476393 

 Median  0.405130  0.235200  4.249400  7.108750 

 Maximum  0.879616  0.565210  11.45920  10.01500 

 Minimum -0.074136  0.091170  0.058600  5.283800 

 Std. Dev.  0.198887  0.133432  3.212913  1.354838 

 Skewness -0.445897  0.533380  0.348751  0.320202 

 Kurtosis  2.435906  2.094820  1.964807  1.917234 

 Jarque-Bera  7.423334  13.04884  10.38756  10.55000 

 Probability  0.024437  0.001467  0.005551  0.005118 

 Sum  60.68630  43.21786  683.1929  1196.223 

 Sum Sq. Dev.  6.289392  2.830835  1641.327  291.8583 

 Observations  160  160  160  160 

  Source: EViews 10 Output 2024 

hp
Typewritten text
184



POLAC MANAGEMENT REVIEW (PMR)/Vol.5, No. 2 MAY, 2025/, ONLINE ISSN: 2756-4428; www.pemsj.com 
 

 
 

The table 2 confirms the descriptive statistics of 

different variables studied with an emphasis on 

Mean, Maximum, Minimum, standard deviation and 

the test of jarque-Bera result. The result revealed that 

the mean values firm value (TOBIQ) and 

institutional ownership (IO), capital structure (DER) 

and firm size (FSIZE) stood at 0.379289, 0.270112, 

4.269956 and, 7.476393 respectively.  The Jarque-

Bera probabilities in the respective cases indicate that 

the data are normal. This is evident in the 

probabilities of less than 0.05  

 

                                Table 3: Correlation Analysis 

 TOBIQ IO DER FSIZE 

TOBIQ  1.000000    

IO  0.071580  1.000000   

DER  0.419087 -0.057783  1.000000  

FSIZE  0.198006  0.084020  0.029188  1.000000 

   Source: EViews 10 Output 2024 

The correlation result indicates that institutional 

ownership (IO), capital Structure (DER) and firm 

size (FSIZE) are positively correlated to firm value. 

This implies that the variables (institutional 

ownership, capital Structure and firm size) moved 

in the same direction with firm value

.  

4.1 Post Residual Diagnostics Test 

 

                                                   Table 4:  Multicollinearity 

 

 

 

 

 

 

 

The VIF for IO, DER and FSIZE and are 1.01, 1.00 

and 1.01 respectively. This indicates that, the VIF are 

less than 10 respectively. Thus, the study concludes 

that there is no problem of multicollinearity. That 

multicollinearity exists only when the VIF is greater 

than 10   

 

Heteroskedasticity Test 

Breusch-Pagan / Cook-Weisberg test for 

heteroskedasticity  

         Ho: Constant variance 

         Variables: fitted values of tobiq 

 

         chi2(1)      =    14.93 

         Prob > chi2  =   0.0001 

 

Breusch-Pagan / Cook-Weisberg test for 

heteroskedasticity above reveals that the model has a 

positive chi2 value (14.93) and  prob>ch2 of 0.0001 

which is less than 0.05, implying that, the residual 

variance is constant (homoscedasticity) and that the 

results obtained are reliable and can be depended 

upon for predictive purposes. 

 

 

 

 

 

 

 

 

 

 

Variable VIF 1/VIF 

Io 1.01     0.989311 

der 1.00 0.995493 

Fsize 1.01 0.991780 

Mean VIF         1.01 
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Hausman Specification Test 

    

        Table 5: Correlated Random Effects - Hausman Test 

Equation: Untitled   

Test cross-section random effects  

Test Summary Chi-Sq. 

Statistic 

Chi-Sq. d.f. Prob.  

Cross-section random 6.128014 3 0.1055 

Cross-section random effects test comparisons: 

Variable Fixed   Random  Var(Diff.)  Prob.  

IO 0.006532 0.016850 0.000127 0.3606 

DER -0.005296 -0.001111 0.000004 0.0254 

FSIZE 0.001132 0.003635 0.000015 0.5177 

   Source: EViews 10 Output 2024 

The Hausman specification test was used to determine 

whether the fixed effects model (FE) or the random 

effects model (RE) was the best fit. Given the Chi-Sq 

(3) value of 6.1280 and the accompanying probability 

Chi-Sq value of 0.1055, which is greater than 0.05 

percent significant threshold, the Hausman Test 

suggests that the random effect model is more 

appropriate than the fixed effect model. 

 
                              Table 6: Regression Result 

Variable Coefficie

nt 

Std. Error t-Statistic Prob.   

C 0.039700 0.083973 0.472770 0.6370 

IO 0.120323 0.106195 1.133041 0.2589 

DER 0.025908 0.004397 5.892766 0.0000 

FSIZE 0.026278 0.010446 2.515679 0.0129 

R-squared 0.216622     Mean dependent var 0.379289 

Adjusted R-squared 0.201557     S.D. dependent var 0.198887 

S.E. of regression 0.177716     Akaike info criterion -0.592572 

Sum squared resid 4.926971     Schwarz criterion -0.515693 

Log likelihood 51.40579     Hannan-Quinn criter. -0.561354 

F-statistic 14.37920     Durbin-Watson stat 0.478278 

Prob(F-statistic) 0.000000    

  Source: EViews 10 Output 2024 

The overall fitness of the model as shown in the F-

statistic of 14.37920 with Prob (F-statistic) of 

0.000000 is statistically significant as it is less than 

the standard critical p-value of 0.05 therefore, the 

functional specification of the model is appropriate. 

The R-squared, which shows the overall explanatory 

power of the model, reveals that the independent 

variables (institutional ownership, capital structure 

and firm size and) explain about 21% of the 

systematic variation of the dependent variable. 

While 79% is attributed to stochastic error variances 

or the error margin.  

 

From the computed regression result shows that, the 

regression result indicates that institutional 

ownership (IO) has positive and insignificant effect 

on firm value of listed insurance companies in 

Nigeria, from the coefficient of 0.120323 and t-

statistics of 1.133041 and the probability value of 

0.2589 which is greater than 0.05 percent (the level 

of significant). It means a unit change in firm size 

will cause an increase in firm value. Similarly, capital 

structure (DER) have positive and significant effect 

on firm value of listed insurance companies in 

Nigeria, from the coefficient of 0.025908 and t-

statistics of 5.892766 and probability of 0.0000 

which is less than 0.05 percent (the level of 

significant). It means a unit change in capital 

structure will cause an increase in firm value. Also, 

the regression result indicates that firm size(FSIZE) 

has positive and significant effect on firm value of 

listed insurance companies in Nigeria, from the 
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coefficient of  0.026278 and t-statistics of 2.515679 

and the probability value of 0.0129 which is less than 

0.05 percent (the level of significant). It means a unit 

change in firm size will cause an increase in firm 

value 

 

4.2 Discussion of the Findings 

The results of this study indicate a positive and 

insignificant effect between institutional ownership 

and firm value of listed insurance companies in 

Nigeria. By implication, Institutional ownership has 

no effect on firm value, it is shown from the 

analysis, because institutional ownership has no 

effect in increasing firm value, companies with high 

institutional ownership value do not necessarily 

have high firm value. Institutional ownership only 

shows how many shares in a company are owned by 

institutions. The effectiveness of share ownership of 

a company by institutional investors cannot be 

ascertained in monitoring the behavior of managers 

because investor access is limited, while more 

detailed and accurate company information is 

obtained by company managers (managers) as 

shown in this study. The conclusion of this study is 

that institutional ownership has no effect on firm 

value. Similarly, the study revealed that capital 

structure of the sample listed insurance companies 

in Nigeria is positively impacted by firm value. The 

findings agreed with the trade-off theory which 

explains that if the capital structure position is below 

the optimal point, then any additional debt will 

increase the firm’s value. Conversely, if the capital 

structure position is above the optimal point, then 

any additional debt will decrease the firm’s value. 

Therefore, assuming the optimal capital structure 

target has not been achieved, based on the trade-off 

theory, it predicts a positive relationship to firm 

value (Krisnando & Novitasari, 2017). This research 

is in line with research conducted by Darmawan & 

Firdausy (2021), which shows that capital structure 

has a positive and significant effect on firm value. 

The study also revealed has positive and significant 

effect between firm size and firm value of listed 

insurance companies in Nigeria. This means that if 

the size of the company is bigger, the value of the 

company will also be higher or vice versa. The size 

of the company's value is represented by assets, 

selling transaction value, average total sales, and 

average total assets.  This findings is Supported 

research conducted by Husna & Satria, (2019) and 

(Muhyarsyah et al., 2019), which stated that 

company size has a positive influence on firm value. 

The conclusion here is that the size of the company 

determines the value of the company, which means 

that the larger the size of the company, the source of 

funds that are maximized for the company's 

operational activities is considered to be easier to 

obtain. 

 

5. Conclusion and Recommendations 

This study examines the effect of institutional 

ownership on capital structure and firm value of 

listed insurance companies in Nigeria. The study 

examined whether institutional ownership, capital 

structure and firm size and influence the company’s 

firm value. Analyzing the relationship between the 

variables, it is observed that there is a positive and 

insignificant relationship between institutional 

ownership and firm value of listed insurance 

companies in Nigeria. Capital structure and firm size 

and firm value of listed insurance companies in 

Nigeria. The study recommends that increase in the 

value of company will be greater if the debt from the 

company can also increase profitability from the 

company, provided that the debt does not exceed its 

optimal point.   
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APPENDIX (A) 

Table 3.1 Sample Size for the Study 

S/N Insurance Companies 

1 African Alliance Insurance Plc 

2 Aiico Insurance Plc.  

3 Axamansard Insurance Plc 

4 Cornerstone 

5 Coronation Insurance Plc 

6 Guinea Insurance Plc 

7 International Energy Insurance Plc 

8 Lasaco Assurance Plc.  

9 Linkage Insurance Plc 

10 Mutual Benefits 

11 Nem 

12 Prestige Assurance Plc  

13 Regency Alliance 

14 Sovereign Trust 

15 Sunu Assurances Nigeria Plc. 

16 Universal  

Sources: Nigerian Exchange Group 2024 

 

 

 

 

 

 

 

 

 

 

https://ngxgroup.com/exchange/data/company-profile/?isin=NGAFRINSURE4&directory=companydirectory
https://ngxgroup.com/exchange/data/company-profile/?isin=NGAIICO00006&directory=companydirectory
https://ngxgroup.com/exchange/data/company-profile/?isin=NGGTASSURE05&directory=companydirectory
https://ngxgroup.com/exchange/data/company-profile/?isin=NGWAPIC00004&directory=companydirectory
https://ngxgroup.com/exchange/data/company-profile/?isin=NGINTENEGIN5&directory=companydirectory
https://ngxgroup.com/exchange/data/company-profile/?isin=NGLASACO0002&directory=companydirectory
https://ngxgroup.com/exchange/data/company-profile/?isin=NGPRESTIGE00&directory=companydirectory
https://ngxgroup.com/exchange/data/company-profile/?isin=NGSUNUASSUR6&directory=companydirectory
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APPENDIX (B) 

Table 3.2 Population for the Study 

N/S Population of the study 

1 African Alliance Insurance Plc 

2 Aiico Insurance Plc. 

3 Axamansard Insurance Plc 

4 Consolidated Hallmark Insurance Plc 

5 Continental Reinsurance Plc 

6 Cornerstone Insurance Plc 

7 Coronation Insurance Plc  

8 Guinea Insurance Plc. 

9 International Energy Insurance Plc 

10 Lasaco Assurance Plc. 

11 Linkage Assurance Plc 

12 Mutual Benefits Assurance Plc. 

13 NEM Insurance Plc 

14 Niger Insurance Plc 

15 Prestige Assurance Plc 

16 Regency Assurance Plc 

17 Sovereign Trust Insurance Plc 

18 Staco Insurance Plc 

19 Standard Alliance Insurance Plc. 

20 Sunu Assurances Nigeria Plc. 

21 Universal Insurance Plc 

22 Veritas Kapital Assurance Plc 

 Source: Nigeria Exchange Group 2024 

 

http://www.nse.com.ng/issuers/listed-securities/company-details?isin=NGAFRINSURE4
http://www.nse.com.ng/issuers/listed-securities/company-details?isin=NGAIICO00006
http://www.nse.com.ng/issuers/listed-securities/company-details?isin=NGGTASSURE05
http://www.nse.com.ng/issuers/listed-securities/company-details?isin=NGHMARKINS04
http://www.nse.com.ng/issuers/listed-securities/company-details?isin=NGCONTINSUR9
http://www.nse.com.ng/issuers/listed-securities/company-details?isin=NGCORNERST03
https://ngxgroup.com/exchange/data/company-profile/?isin=NGWAPIC00004&directory=companydirectory
http://www.nse.com.ng/issuers/listed-securities/company-details?isin=NGGUINEAINS0
http://www.nse.com.ng/issuers/listed-securities/company-details?isin=NGINTENEGIN5
http://www.nse.com.ng/issuers/listed-securities/company-details?isin=NGLASACO0002
http://www.nse.com.ng/issuers/listed-securities/company-details?isin=NGLINKASSUR7
http://www.nse.com.ng/issuers/listed-securities/company-details?isin=NGMBENEFT000
http://www.nse.com.ng/issuers/listed-securities/company-details?isin=NGNEM0000005
http://www.nse.com.ng/issuers/listed-securities/company-details?isin=NGNIGERINS04
http://www.nse.com.ng/issuers/listed-securities/company-details?isin=NGPRESTIGE00
http://www.nse.com.ng/issuers/listed-securities/company-details?isin=NGREGALINS04
http://www.nse.com.ng/issuers/listed-securities/company-details?isin=NGSOVRENINS5
http://www.nse.com.ng/issuers/listed-securities/company-details?isin=NGSTACO00002
http://www.nse.com.ng/issuers/listed-securities/company-details?isin=NGSTDINSURE7
http://www.nse.com.ng/issuers/listed-securities/company-details?isin=NGSUNUASSUR6
http://www.nse.com.ng/issuers/listed-securities/company-details?isin=NGUNIVINSUR9
http://www.nse.com.ng/issuers/listed-securities/company-details?isin=NGUNITYKAP04
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