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Abstract   

 

This paper aims to investigate the effect of competitive strategy on the profitability of manufacturing companies 

in Nigeria. Using thirty-four (34) sampled manufacturing companies listed on the Nigeria Stock Exchange for the 

period 2009-2018, the study extracted data from the annual reports of the sampled companies using content 

analysis. The empirical analysis using correlation and regression analysis shows that competitive strategies 

positively and significantly affect the return on assets and net profit margin but do not significantly influence 

earnings per share. The findings of this research paper add to the ongoing discussion on the firm competitiveness 

and profitability with implications for manufacturing companies that desire to remain relevant and thrive in the 

current time.  
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1. INTRODUCTION  

 

Profitability plays a crucial role in developing, implementing and monitoring an organisational strategic plan. It 

allows shareholders and managers to evaluate whether organisational goals and objectives have been achieved for 

a specific period (Luliya, Sununta, Yuosie & Chotcai, 2013) and assist in monitoring the level of the company's 

achievement and market changes. However, firms' environment influences either positively or negatively the 

firm's operation depending on the nature of the business (Luliya et al., 2013). Invariably, an organisation's internal 

and external environments are critical for profit generation (Tunson, 2016). Among the environmental factors is 

the competitive environment, which remains an important consideration if an organisation want to be relevant and 

compete favourably with other organisations in the industry and generate profit. In this sense, the organisation 

will have to devise and deploy its competitive strategy in response to the environmental need (Luliya et al., 2013). 

 

Competitive strategy deals with having a unique thing or principles that differentiate the organisation from others 

(Porter, 1980). Doreen and Robert (2017) also opined that competitive strategy entails performing activities 

differently or performing actions that are different from competitors to deliver a unique combination of value. 

Thompson and Strickland (2010) posit that competitive strategy deals with management plans to compete in a 

particular industry and provide superior and unmatched value to customers. Furthermore, the primary role for 

developing a competitive strategy is how to cope with the competitors and relate a firm to its external and internal 

environment (Ibrahim & Judith, 2020).  

 

This paper argues that competitive strategies can help a firm achieve its competitive advantage only if it is 

consistently applied with appropriate strategic tools to improve profitability. Porter (1980) argues that 

organisations that do not embrace competitive strategies, for instance, will have fewer sales, leading to low 

profitability. Therefore, most organisations have to put strenuous efforts into creating Competitive Strategic 
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activities to improve their organisational long and short term financial values. In reality, however, many firms, 

especially the manufacturing companies in Nigeria, face the difficulty of developing and managing their strategic 

plan regarding advertisement, product branding and packaging, market analysis, pricing techniques and creating 

an effective distribution network. Their inability to formulate and implement appropriate strategies to make a 

difference, fulfil the role of a low-cost industry provider, develop skills, and create an advantage for their 

companies, leading to higher profitability, forced many manufacturing companies into liquidation. A firm's 

competitive forces partly determine the choice of competitive strategies. 

 

Interestingly, many empirical studies on competitive strategy and performance; however, the results are mixed 

and inconclusive and consider different performance measures. For instance, Awino (2011) studied challenges 

facing the implementation of differentiation strategies at the Keroche limited, while Marshall (2009) studied the 

strategic responses of breweries companies in Kenya in changing environmental conditions. None of the 

mentioned studies investigates the effect of competitive strategies on organisations' profitability in manufacturing 

companies.  

 

Accordingly, this study seeks to address this gap by evaluating the relationship between competitive strategy and 

profitability of manufacturing firms by answering the questions; how do competitive strategies influence the 

profitability of manufacturing firms in Nigeria? To achieve the primary purpose of this study, expressly, the study 

set out to examine the effects of competitive strategy on return on assets, net profit margin and earnings per share. 

This study adds to the existing studies by examining the impact of the competitive process on firms' profitability, 

using three measures of profitability (return on assets, net profit margin and earnings per shares). Employing the 

three measures will enable firms to determine which measure significantly influences competitive strategies to 

increase their profitability.  

 

2.       LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT 

 

2.1 Literature review 

 

According to Irwin (1991), the survival of organisations is only possible through a systematic analysis of the 

problems they face and mapping out appropriate strategies for overcoming them through a proper understanding 

of the business environment.  For instance, Nigeria's prevailing pandemic and social and economic unrest 

occasioned by the End SARS protest constitute a severe environmental threat to the business operation, requiring 

business owners to take a pre-planned strategy to confront the danger. Competitive strategy deals with having a 

unique thing or principles that differentiate individuals from others (Doreen & Robert, 2017). Porter (1996) argues 

that the competitive strategy is "about being different" by deliberately choosing a different set of activities to 

deliver a unique mix of value." Further, Porter argues that competitive strategy is about having a competitive 

position, differentiating yourself in the customer's eyes, and adding value through initiating activities different 

from those used by competitors (Porter 1980).  

 

In the view of Tunson (2016), competitive strategy deals with organising plans in other to compete in a particular 

industry, provide superior value to customers and increase organisational profitability. The competitive strategy 

entails performing different activities from competitors to deliver a unique combination of value and increased 

profitability (Tunson, 2016).  To develop a competitive plan, the external and internal environment is crucial 

(Doreen & Robert, 2017). Organisation survival in unfavourable environmental conditions hinges on adopting a 

competitive strategy that utilises its strengths to exploit opportunities while avoiding its weaknesses 

(Akhamiokhor, 2017). Business managers need to be mindful of any change in their environment to meet 

environmental dynamics and employ competitive strategies to identify business opportunities, be creative, 

visionary, risk-taking, courageous and sensitive to changes in the competitive business environment. 

 

The survival-based theory, also known as the "survival of the fittest theory developed by Herbert Spencer (Miesing 

& Preble, 1985), emphasised that only the best and the most appropriate of competitors will win based on the 

principles of nature, which at the end would lead to the improvement of the social community as a whole through 

the advancement of profitability. It also deals with adopting new strategies by organisations to avoid being 

frightened by competitors of all kinds (Gibcus, 2003). As applies in management studies, the survival-based theory 

proposed that for an organisation to survive, the organisation has to deploy strategies focused on running very 

efficient operations that can respond rapidly to the changes in the business environment (Khairuddin, 2005). 

Therefore, it will connote that the organisation that survives is the one that is the fittest and able to adapt to the 

environment. 
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2.2  Hypothesis Development  

 

Many studies are available globally and locally on competitive strategies. However, they have yielded mixed and 

inconclusive results, creating a gap for researchers to fill. For instance, Mutunga and Minja (2014), in a study of 

the competitive strategy adopted by beverage companies in Kenya, reports that 56 per cent of the firms accepted 

paired strategy of cost leadership and differentiation simultaneously, and 24.9 per cent were on cost leadership 

while 18.8 per cent were exclusively using differentiation. Cheng et al. (2010) and Saari (2011) indicated that 

performance in business measured by sales growth, sales, gross profit and net profit is an indicator of success over 

time. Cheah et al. (2007) document that competitive performance measured by business volume consists of sales 

and profit. Okumus (2001) investigates competitive strategies' role in organisational development and strategy 

implementation framework. The study only focused on strategy formulation and its links with organisational 

outcomes with little attention to the generic and Ansoff competitive strategies considered in this study (Doreen & 

Robert, 2017). From the literature study so far, the researcher discovers no research conducted on the competitive 

strategy and profitability of manufacturing firms in Nigeria. These lead to the development of this hypothesis.  

 

H1:   There is no significant relationship between Competitive Strategies and profitability in a manufacturing 

firm in Nigerian. 

 

3.  METHODOLOGY 

 

This study aims to establish any significant relationship between Competitive Strategies and profitability in 

Nigeria manufacturing companies for ten years using ex-port facto research design. The study adopted purposive 

sampling techniques for sample size, which resulted in thirty-four (34) manufacturing firms from the fifty-two 

listed at the Nigeria Stock Exchange as of June 2018.  

 
Figure 1: Conceptual framework depicting the relationship between the IVs and the DV 

     

 

 

 

 

 

 

 

 

 

 

 

 

 

3.1 Dependent variables 

 

3.1.1 Return on Assets (ROA)  

One of the widely used profitability measures in literature is the ROA (Weir & Laing, 2004). It provides the basis 

on which investors can measure the earnings generated by the organisation from its investment in assets, and it 

indicates the amount earned on each naira work of investment. This study calculates ROA as follows: 

 

ROA   =  Annual net income           X    100 

Average total assets 

3.1.2 Net profit margin 

Net profit margin is a financial ratio a company produce from its total revenue. It further measures the net profit 

a company obtains per naira of revenue gained (Denial & Ambross, 2015). Net profit margin equals net profit (net 

income) divided by total revenue expressed as a percentage (Husna and Desiyanrti 2016).  Daniel and Ambross 

(2015) also define it as a company's ability to profit.  

 

NPM  =  Net Profit  

                  Total assets      * 100 

 

 

 

Return on 

assets 

 

Competitive 

strategy 

Net profit 
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3.1.3         Earnings Per Shares (EPS) 

Studies used Earnings per share (EPS) or price/earnings (P/E) ratios as the measure of accounting returns (Bragdon 

& Marlin, 1972). The earnings per share ratio (EPS ratio) measure the amount of a firms' net income that is 

rightly available for payment to the shareholders of its common stock 

 

EPS  =  Income after tax - Dividend payment 

    The average number of common shares outstanding for the period 

 

3.1.4 Company size (COMSIZE)  

According to Olusegun (2012), a control variable is a qualitative or quantitative variable that affects the 

relationship's direction and/or strength between an independent or predictor variable and a dependent or criterion 

variable. It can adversely affect the relationship between the independent variable and dependent variable because 

of its ability to cause the researcher to analyse the results incorrectly. This study used company size as a control 

variable, and the proxy is the logarithm of the total assets of each sampled firm. Because size has been suggested 

in previous studies as total asset (Ullman, 1985; McWilliams & Siegel, 2000) to affect both a firm’s profitability 

and CES, it is used as a control variable. 

 

3.2 Independent variables  

 

3.2.1 Competitive strategy 

The competitive strategy entails positioning an organisation in its competitive environment and giving a firm a 

competitive edge over its rival (Porter, 1980). The business owner should always consider challenging situations 

and meet them with pre-planned competitive strategies (Nzelibe, 1996). For a company to survive in unfavourable 

environmental conditions, it should adopt a competitive strategy that utilises its strengths to exploit opportunities 

while avoiding its weaknesses (Akhamiokhor, 2017). Competitive strategy is measured using the value allocated 

to advertisement and promotion in the annual report and financial statement. Advertisement and promotion are 

good ways of bursting profitability if a proper strategy is adopted. 

 

4. PRESENTATION OF RESULTS  

 

4.1 Descriptive statistics 

 

Table 1 shows that the total number of observations is 340. Competitive strategy (COS) has a mean of 664732424, 

implying that most companies have policies developed for competitive advantage over other organisations. COS 

values range from -67000000 to 8822261000. The mean R0A is approximately 0.368, which implies the average 

profit made by the sampled manufacturing companies during the periods of the study, while the majority made 

losses.  The minimum value of -18.721 represents a maximum loss of ₦18,720,000 with a maximum value of 

profit of ₦27,320,000. Also, the average value of NPM is 1384862, which means that the level of dispersion of 

the net profit margin of the sampled population is high. Also, the NPM has the minimum value - N83774000.0 

and a maximum value of N361066000.0, representing the organisation's loss and gain. Furthermore, the mean, 

minimum and maximum variables of earning per share are 147.0827,   603.49185,   -616.00   and 361066000.0, 

respectively.  The data used are logged data. 

 
Table 1: Descriptive Statistics 

 N Minimum Maximum Mean 

COS 340  -

67000000 

8,822,261,000 664,732,424 

ROA 340 -18.72 27.32 0.368 

NPM 340 -

83,774,000 

361,066,000 1,384,862 

EPS 340 -616.00 9500.00 147.0827 

COMSIZEd 340 7.30 11.00 9.8391 

Valid N (listwise) 340    

                        

4.2 Correlation analysis  

 

The results of spearman’s correlation in Table 2 below indicate a correlation between return on assets, company 

size and net profit margin with competitive strategy in manufacturing companies in Nigeria. The correlation 

between ROA, NPM and COMSIZE with COS has a coefficient of 0.146**, 0.129**, and 0.133**, which is 

highly significant consistent with Doreen and Robort (2017) in Kenya and Moses and Henson (2015) in India.  
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Table 2: Pearson Correlation 

Variables COS ROA NPM EPS FSIZE 

COS 

ROA 

1.000 

.146** 

 

1.000 

   

NPM .129** .400** 1.000   

EPS .007 .497** .295** 1.000  

FSIZE .133** .033 .133** .320** 1.000 

 
4.3 Regression Analysis 

 

From Table 3 of the regression analysis below, the prob>chi2 value of the regression is 0.0423, which shows a 

statistically element of the relationship between competitive strategy and profitability in selected manufacturing 

companies in Nigeria as it is associated with Wald-chi2 statistic value of 13.05, which is positive between the 

range of 0 + 1. This shows that the model is fit to explain the changes in the dependent variable due to changes in 

independent variables. It also shows that variables move in perfect tender and the same direction because at 0, no 

relationship exists, at -1 to 0 is at perfect tender but moving in the opposite direction. Table 3 also shows the 

random effect regression model with a Rho value of 0.4533 indicating that the variation in the independent 

variables explains about 5% of the variation in the dependent variable. This indicates that simultaneously, the 

explanatory variables are significantly associated with the dependent variables but very low at 5%.  

 

More so, the review of the regression analysis results as presented in table 3 indicated consistent with our prior 

expectation. A significant positive relationship exists between profitability and competitive strategy of 

manufacturing firms in Nigerian but very weak strong. Table 3 shows the standard error, which is an estimate of 

the standard deviation of the coefficient. It can be thought of as a measure of the precision the regression 

coefficient is measured. If a coefficient is significant compared to its standard error result, it is probably a tiny 

difference from zero. A prediction equation is helpful if the independent variable, corporate strategy, correlates 

with the dependent variable measure of profitability. This has been shown in Table 2 above that Competitive 

Strategy. Returns on assets and net profit margin are significantly correlated to competitive strategy and FSIZE 

of the organisation with a z- value of -0.83, 2.35 and -2.16, respectively. The coefficient of the random correlation 

table also shows a p-value of 0.044, 0.019 and 0.031. 

 

As for EPS with competitive strategy, 0.070 shows that on individual variables analysed, EPS with COS are not 

fit to explain the changes independent variable due to a change in independent variables. 

 
Table 3: Parameter Estimates of the Effect of Competitive Strategy on Performance 

 

 

Independent Variable 

Dependent Variable: Ln Leverage 

 

Coefficient 

 

Robust  

Standard Error 

 

Z 

 

Probability Value 

 

95% Confidence Interval] 

Return On Assets -0.3306 0.1567 -0.83 0.044 -0.4377 0.1764 

Net Profit Margin 0.1507 0.0641 2.35 0.019 0.0250 0.2763 

Earnings Per Share 0.4128 0.2275 1.81 0.070 -0.0331 0.8587 

 Comsize -0.3239 0.1502 -2.16 0.031 -0.6182 -0.0296 

Constant  7.4215 3.7291 1.99 0.047 0.1127 14.7303 

Wald Chi2 Statistic 13.05 

Prob >Chi2 0.0423 

Rho 0.4533 

Source: Computations using Study Data (2021). A significant level of 0.01 and 0.05 

 
5 CONCLUSION 

 

This study investigates the relationship between competitive strategy and profitability of manufacturing 

companies in Nigeria for ten years (2009-2018). Sequence to the hypothesis testing, data were analysed using 

descriptive and regression analysis. The findings of this study reveal a significant relationship between ROA NPM 

with the competitive strategy of manufacturing firms in Nigeria.  Also, company size is positively significant 

correlated with corporate strategy. This shows that organisations have to adopt a variety of competitive strategies 

in order to increase their profitability. In contrast, earnings per share are positive but not correlated. This leads to 

the conclusion that the null hypothesis should be rejected in the case of ROA and NPM but accepted in the case 

of earnings per share. 
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