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Empirical evidence suggests that international ownership of local firms supports firm
performance and growth through various channels such as financing, technology transfer, and
improved access to international markets. The relationship between firm performance and
international ownership has been well explored for firms in developed economies but this is not
the case for firms in developing economies, especially in Africa. Largely due to lack of relevant
cross-country financial data, existing literature on African firms has presented survey-based
evidence on firm performance while evidence based on detailed financial information remains
lacking. The present paper aims at filling this research gap. We identify African firms operating
in the formal sector and examine the impact of ownership structure on firm performance. We use
cross-sectional financial data covering about 22,000 companies in 51 African countries for the
years 2006 to 2014. Our results reveal a clear ownership-specific pattern. More specifically,
international ownership is found to have a significant positive association with firm performance.

JEL classification: F20, L22, M10
Keywords: Africa, FDI, firm profitability, ownership, globalization

" The authors would like to thank members of the Faculty of Management Technology at the German University in
Cairo for helpful comments and suggestions. Lutz is grateful for support by the Instituto Complutense de Analisis
Economico at Universidad Complutense de Madrid, Spain.

1 University of North Florida, Coggin College of Business, 1 UNF Drive, Jacksonville, FL 32224, USA,
mbaliamo@unf.edu

2 European Management School, Professorship for Economics, Rheinstrasse 4N, Mainz, Germany, s.lutz@ems.de.



Baliamoune-Lutz & Lutz: International ownership & firm performance in Africa

1. Introduction

There exists ample evidence of a clear positive correlation between individual firm development
and GDP per capita, human development, and the level of competitiveness.® The role of firm
development in economic growth is particularly crucial in Africa where individual firms,
particularly small and medium-sized enterprises (SMEs) and women-owned enterprises, continue
to face a variety of growth obstacles.*

While firm performance is affected by various factors, including the legal environment,
corruption, political stability, and infrastructure, there is documented evidence that ownership
characteristics have major effects on individual firm performance.® Studies have found that
diversified ownership, including foreign MNE owners, promotes growth and development by
local firms and industries by providing equity and debt financing, by transferring technology to
local firms, and by creating export opportunities due to vertical integration or due to the building
of supplier relations (OECD, 2005).

The effects of ownership types on firm performance has been well explored for firms in developed
economies and more recently for firms in emerging markets. However, this is not generally the
case for firms in developing economies, especially in Africa.® The present paper addresses this
research gap by exploring the impact of international ownership on firm performance in African
countries. Specifically, we focus on a large sample of firms operating in the formal sector, and
identify the ownership type of firms and examine the impact of ownership structure on firm
performance, controlling for the country where the firm exists and the industry in which it
operates. Productive capacity and resources are measured by available equity and debt capital and
the ratio of debt to equity, while firm performance is represented (alternatively) by sales, profits,
and returns. Ownership types are derived from the identity of the global ultimate owner.
Ownership information includes, besides international ownership, several other attributes of the
ultimate global firm owner such as state (public) or private ownership, gender of the owner,
number of owners, ownership concentration, and degree of independence. © We use cross-
sectional financial reporting data of about 22.000 African firms for the years 2006 to 2014. The
data source is Bureau van Dijk’s Orbis database.® More details on data sources and variables are

3 See, for example, OECD (2010, 2005) and World Bank (2011, 2010a, 2010b).

4 See, for example, Ahl (2006), Baliamoune-Lutz (2011), Hallward-Driemeier (2013), and Minniti (2010).
5 See Fauzi and Locke (2012), Syriopoulos and Tastsaronis (2012), Grygorenko and Lutz (2007).

6 See Brixovia (2010), Painter and Dobie (2010), Rogerson (2000), Rugraff and Hansen (2011), and Eldomiaty and
Mohamed (2008).

7 See Table 1a in the appendix for details on ownership data and particular information about the global ultimate
owner (GUO). GUO information includes the country of residence of the owner as well as other information such
as government ownership or the names of individual owners (from which ownership gender can be derived).

8 See Bureau van Dijk (2017) at https://www.bvdinfo.com/en-gb/our-products/company-information/international-

products/orbis.
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presented in Tables 1 and 2. Our results reveal a clear ownership-specific pattern and indicate the
existence of a positive relationship between foreign ownership and firm performance.

The remainder of the paper is structured as follows. Section 2 contains a discussion of relevant
literature and previous results. Section 3 describes the data used. Section 4 presents the general
modeling and summarizes the results. Section 5 concludes. Statistical and econometric results are
presented in Tables 3-6.

2. Background and literature overview

Research by the OECD (2010, 2005) and the World Bank (2011, 2010a, 2010b) documents the
presence of a positive correlation between individual firm development and income per capita,
the level of competitiveness, and human development. This relationship is especially relevant and
in need of further strengthening in the case of Africa where individual firms, particularly small
and medium-sized enterprises (SMESs), still face a variety of growth obstacles (Ahl, 2006;
Baliamoune-Lutz, 2011; Dana, 2007; Hallward-Driemeier, 2013; Mather, 2005; Minniti, 2010).

A major element of successful development in Africa is the formation of a viable local industry
and in particular SMEs; see for example, Rocha et al. (2011), Abor and Quartey (2010), Brixovia
(2010), and Quartey (2003). Another important element is the development of export-capability
into international markets of developed and emerging economies (Wohlmuth et al., 2004; Zaiem,
2012). The presence of international owners, including multinational enterprises (MNES) and
their interaction with local firms may play a major role here (Larue de Tournemine et al., 2009).

Although firm performance is affected by many factors, including the legal environment,
corruption, political stability, infrastructure, human development and so forth, there is a large
body of evidence supporting that ownership characteristics have major effects on individual firm
performance (Fauzi and Locke, 2012; Syriopoulos and Tastsaronis, 2012; Grygorenko and Lutz,
2007).

Diversified ownership, including foreign MNE ownership, can promote growth and development
by local firms and industries by providing equity and debt financing, by transferring technology
to local firms, and by creating export opportunities due to vertical integration or due to the
building of supplier relations (OECD, 2005; Lutz and Talavera, 2004). MNEs may transfer
technology to local SMEs, create export opportunities due to vertical integration or due to the
building of supplier relations (Karlsson, 2012; Kim and Zhang, 2008; Lutz et al., 2008; Hsu,
2002). On the other hand, MNEs may crowd out local economic activity and thereby hinder local
development of SMEs and the birth and/or expansion of a related viable export sector (Abor and
Quartey, 2010; Weidenbaum, 2000).

Numerous studies have investigated the impact of foreign ownership on firm performance in
developed countries and in some emerging economies with most of the evidence pointing to
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differences in performance and factors affecting profitability of domestically-owned versus
foreign-owned firms. However, some studies have uncovered non-linear relationships between
foreign ownership and firm performance (e.g., Ferris and Park, 2005). Applying the difference-
in-difference technique to a panel of Italian firm data and comparing foreign-owned firms to
domestically-owned ones, Bentivogli and Mirenda (2017) examine whether there is a foreign
ownership premium. Their results indicate that there is a premium for the profitability, size and
financial soundness (of the foreign-owned firms), and the premium rises with time and tends to
be concentrated in the service sector. Riccaboni et al. (2016) find that foreign firm-controlled
Italian companies are on average more productive than Italian firms controlling foreign firms.
Weche Gellbcke (2013) undertook a comprehensive examination of foreign-controlled affiliates
in Germany’s service sector and finds that they perform better than German-owned affiliates but
had lower profitability and generally had similar labor productivity when compared to
domestically-owned affiliates with a high level of internationalization.

Applying fixed-effects estimation to panel data for the period 1995-2000 from 177 Greek
manufacturing and trading firms listed on the Athens Stock Exchange, Notta and Vlachvei (2008)
find that the profitability of domestically-owned firms rises with the level of growth and efficient
use of borrowed capital, whereas the profitability of foreign-owned firms “increases with an
efficient use of sales promotion expenditures and an efficient access to the innovation activity of
its parent organization, without spending on R&D in the host country.” On the other hand,
focusing on whether there are differences in firm performance (profitability), Barbosa and
Louri (2005) find that MNCs operating in both Greece and Portugal do not generally behave
differently from domestic firms. However, they find MNCs to perform significantly better
than domestic firms when firms in the upper quantiles of gross profits are compared.

Ferris and Park (2005) document the existence of a non-linear relationship between Japanese firm
value and foreign ownership, with the firm value increasing until the percentage of foreign owners
reaches 40% and declining thereafter. This was also confirmed in the case of some developing
countries. For example, Phung and Mishra (2016) find that performance of Vietnamese firms
rises with an increase in foreign ownership up to a level of 43% and then falls. Similarly,
HintoSova and Kubikova (2016) based on slightly over 2,000 observations on domestically-
owned, foreign- and jointly-owned firms in the Slovak Republic (in 2004-2013), find an inverted
U-shaped relationship between foreign ownership and firm performance with the latter increasing
with greater foreign ownership, up to the range of 61-65 %, and falling after it has reached this
range.

The bulk of research using data from developing economies supports the existence of significant
differences in performance—measured by various indicators of profitability or financial
performance—between domestically-owned and foreign-owned firms (Gurbuz and Aybars,
2010; Foster-McGregor et al., 2015a and 2015b; Jusoh, 2015; Guner, 2015; Phung and Mishra,
2016; Vural-Yavas and Erdogan, 2016). For example, using three-year panel data from 730
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Malaysian publically-listed firms, Jusoh (2015) finds that foreign ownership had positive and
significant association with ROA and Tobin’s Q. Guner (2015) uses a balanced panel of 275 firms
in Turkey and finds a positive and significant association between foreign ownership and
corporate performance. Based on the analysis of data from a sample of 205 non-financial listed
companies in Turkey, covering the period 2005-2007, Gurbuz and Aybars (2010) conclude that
minority foreign-owned firms performed better than domestically-owned ones in operating
profitability. Interestingly, the authors find that minority-owned firms performed better than both
domestic and majority foreign-owned companies in terms of returns on assets with majority
foreign-owned companies performing better than domestically-owned firms. This is consistent
with the findings reported by Vural-Yavas and Erdogan (2015) who use data from 256 Turkish
firms for the period 2009-2014 and find an inverted-U relationship between firm profitability and
foreign ownership.

Studies focusing (totally or partially) on the impact of foreign ownership on firm performance in
African countries tend, to a large extent, to measure performance in terms of productivity,
employment and wage premium (te Velde and Morrissey, 2001; Rasiah and Gashino, 2005;
Waldkirch and Ofosu, 2010; Kinda, 2012; Lemi and Wright, 2015; Foster-McGregor et al.,
2015a) and generally use the World Bank’s Enterprise Survey data or other surveys of firms in a
limited number of countries. Azzam et al. (2013), Dabboussi et al. (2015), and Foster-McGregor
et al. (2015b) are among the very limited number of studies that have examined the impact of
foreign ownership on firm profitability. Azzam et al. (2013) use a panel of 8,185 firms in Egypt
(over the period 2006-2010) and study the links between the degree of foreign ownership and
financial performance. The authors find that “foreign ownership is positively associated with
firm’s return on assets (ROA), return on equity (ROE) and debt ratio (DR)”, with financial
performance rising up to a certain level and then falling. In addition, they find that the impact of
foreign ownership is sector-specific. Foster-McGregor et al. (2015b) find that foreign-owned
firms in 19 SSA countries performed better than domestically-owned ones in productivity, export
and sales but not in profit rates. Dabboussi et al. (2015) focus on the case of Tunisia and examine
the effect of foreign ownership on 13 financial institutions over the period 2000-2011. The authors
find a positive and significant impact on firm profitability (return on assets and return on equity).

3. The Data

3.1 The data set

The data set used in this study consists of cross-sectional financial data of 278,024 companies in
the Middle East and Africa. It contains ownership, balance sheet and profit/loss information.
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The data source is Orbis global firm database from Bureau van Dijk (BvD).® We use yearly data
from 51 African countries (the data set covers 69 countries in the Middle East and Africa) for
2006-2014 and we have about 22,000 African firms (9%) with global owner name which results
in an unbalanced panel with average panel depth of 5 years. See the Appendix for a summary of
the data source and search results.

Available firm-level data include balance sheet data, profit and loss statement data, trade
descriptions, industry and peer group information, ownership information, stock price and firm
valuation data. Available ownership information includes name and nationality of global
ultimate owner, index variables for female/male/family/state/international ownership, number
of owners, BvD independence index (15 different ratings based on ownership concentration
and type), percentage of direct and total ownership, and consolidation status of the firm. Further
information about the data set is given in the Appendix. While the data include firms of all sizes
the majority of firms are small and medium-sized with a median firm size by employment of
70 employees. Note that the number of firms and observations is mainly constrained by the
available financial data; i.e., revenues, profits, etc. Consequently, data estimations contain up
to 12,130 observations covering up to 2,355 firms.

3.2 Data characteristics

Data reveal a clear ownership-specific pattern. The share of internationally-owned firms in
Africa is about 19 percent on average (Table 3.1). For the firms with available financial data,
the share is somewhat higher; it is about 25 percent. This share varies widely between
countries but much less across industries.

Internationally-owned firms have on average higher sales and returns on equity. In contrast,
they also have lower levels of equity and debt capital and a lower leverage (gearing), i.e.,
ratios of debt to equity. This suggests that internationally-owned firms are more productive
but the source of that increased productivity is not (entirely) due to more access to productive
resources and capital.

% See Bureau van Dijk (2017, 2011) for detailed information on the database.
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4. Modeling and results
Econometric modeling

Similar to a general production function approach'®, we explain firm performance (a firm’s
sales, profits, or returns) by the sum of the resources used by that firm in the provision of its
products or services, here measured by the capital used to generate the business. We utilize the
variables equity and gearing (the debt-equity ratio) for measuring capital use which also gives
us information about the underlying financing structure.!! In addition, we use ownership
characteristics, including international ownership, as determinants of productivity in our
modeling. Following the literature on performance-relevant ownership characteristics'?, we
also include indicators for ownership concentration and independence. Finally, we use a
number of customary control variables, specifically years, industry sectors and countries.

Given the available panel data, we can use the following generalized regression model to
investigate the economic hypotheses presented in this paper:

(8) yi,t=a+BFi+FGi,t+AMt+gi,t+77i

where the dependent variable y; , is a profit or sales level indicator (e.g. EBIT, sales, or profit
margin) of company i in period t; F. is a vector of determinants specific to firm i but invariant
over time (such as country or industry); G, , is a vector of determinants that may vary between
firms and also over time (e.g., R&D expense); M, is a vector of period-specific determinants
outside of a particular firm (e.g. global economic factors and market indicators); &, is an

idiosyncratic error term that may vary between firms and also over time and is independently
distributed with E(&;,) = 0; and 7, represents unobserved heterogeneity across firms, i.e., a

company specific random effect that is independently distributed.

This general specification allows for either random-effects (RE) or fixed-effects (FE) modeling,
where the random or fixed effects are firm-specific components. The more general approach is to
allow for random firm-specific effects; the case where these effects are fixed, that is determinate
constants instead of random variables, is a special sub-case. All model variants reported below

10 There is a large body of theoretical and empirical economic research using a general production function
approach to explain firm performance; a large part of this is summarized in Hall et al. (2010), Griliches (1998)
and Mairesse and Sassenou (1991).

11 Using capital as major explanatory variables also automatically controls for firm size without the need to use
additional size controls such as sales or employment.

12 See, for example, Fauzi and Locke (2012), Syriopoulos and Tastsaronis (2012), Grygorenko and Lutz (2007).
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were estimated with pooled OLS and RE panel models and with lagged explanatory variables.
All models were also run with controls for years, countries and industries.

The data available contain several firm-specific, time-invariant variables that can be assumed to
capture a significant part of present fixed effects (e.g. country, industry indicators, functional
dummies, etc.). Hence a random-effects specification seems to be a priori more appropriate.
Estimations and results are summarized below.

4.2 Results

In a first step, we take a preliminary look at the effect of international ownership on revenue and
profits. Following Lutz (2013), we construct 3-year averages of the main right-hand-side (RHS)
variables; namely, previous capital endowments, and use their lagged values as main
determinants together with an international-ownership indicator. As Table 4 shows, such a simple
OLS model explains about 45 percent of variations in revenues and profits (measured in natural
logs) and international ownership appears to have a statistically significant positive effect.

When we extend the analysis to account for efficiency of use of capital, a different picture
emerges. In the augmented models presented in Table 5, we use interaction terms between
international ownership and the lagged 3-year averages of equity endowments and the gearing
(debt/equity) ratios. These models explain 60 to 70 percent of variations in revenues and profits.
While international ownership per se is still correlated with revenues, profits, and returns, both
interaction terms are negative and statistically significant. Apparently, increased availability of
equity and/or debt capital, as well as higher leverage, do not have positive effects on firm
performance in the presence on international ownership. It appears that internationally-owned
firms must be deriving their advantages from sources other than capital availability. These
preliminary results are confirmed by random-effects estimations presented in Table 6. The results
are qualitatively identical to our earlier OLS results; while the impact of international ownership
per se remains positive and statistically significant with higher revenues, profits, and returns, both
interaction terms have negative and statistically significant coefficients.

5. Concluding remarks

This paper aims to contribute to the literature on the determinants of firm performance and fill a
research gap by focusing on the relationship between foreign ownership and firm performance
using detailed financial data. For all firms—Ilocally- or internationally-owned—increased
availability of equity and/or debt capital as well as higher leverage generally have significant
positive effects on firm performance, measured in sales, profits and net income.
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However, internationally-owned firms outperform purely locally-owned firms even with lower
capital endowments. In particular, when interaction effects between ownership and capital
endowments are taken into account, the results suggest that internationally-owned firms must be
deriving their advantages from sources other than capital availability. This, in turn, supports the
notion that various benefits — access to technology, skilled labor, upstream/downstream global
markets — accrue mostly to specific firms with international ownership structures.

The present paper makes at least three novel contributions to the literature. First, we use detailed
financial data that have not been used in other studies focusing on developing countries,
especially in Africa.'® Second, and to the best of our knowledge, this is the first study on the
impact of foreign ownership on firm performance that covers almost all African countries,
including North Africa (51 countries). Third, we use four different indicators of firm
performance; revenue, profit before taxes, net income, and return on equity, while controlling
for the interplay of foreign ownership with capital endowments.

The three papers closest in spirit to our work are Azzam et al. (2013), Dabboussi et al. (2015),
and Foster-McGregor et al. (2015b). However, none of these papers use BvD detailed financial
firm data. In addition, the first two papers are only for one country each (Egypt and Tunisia,
respectively) and Foster-McGregor et al.’s paper focuses on only 19 SSA countries and uses
only sales and profit rates as indicators of financial performance. The authors found that foreign
ownership had a positive impact on sales and other productivity indicators but did not affect
profit rates. We think that a possible explanation for the differences in our results compared to
theirs is that we use more detailed financial data and cover significantly more firms and
countries.

Finally, we must note that the present paper did not set out to investigate the mechanisms
through which foreign ownership may be influencing firm performance, including through
impact of foreign ownership on productivity, access to technology and managerial expertise,
wage premium, and attracting skilled and talented labor (Doms and Jensen, 1998; Blomstrém
and Sjoholm (1999); te Velde and Morrissey, 2001; Harris and Robinson, 2003; Griffith et al.,
2004; Yasar and Morrison Paul, 2007; Foster-McGregor et al., 2015a, 2015b). We acknowledge
that this is an important topic, especially for African economies, and we plan to explore it in
future work.

13 These are highly reliable data from a source (BvD) that continues to sell them at a rather high price. BvD was
recently acquired by Moody’s. However, we do acknowledge that in countries where corruption is high the
reported profits and revenue levels may be underestimated for both domestic and foreign-owned firms (See Abotsi
(2015).
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Table 1. Data source

Data update
Username

# | Data type Source Downloaded / data Date

1 | African firm data | Bureau van Dijk German University in Cairo, | 3 December
(balance sheet, (BvD), Orbis online license 2015
profit/loss) database®

Product name Orbis

Update number 41

Software version "129.00

03/12/2015 (n° 14114)
RegistrationRequest-13965

Boolean search : 1 And 2 And 3

Export date 03/12/2015
Step result Search result
I 1. All active companies and companies with unknown "  149,475,520" 149,475,520
situation
" 2. World region/Country/Region in country: Africa, r 4,192,443" 3,831,695
MENA
" 3. Operating revenue (Turnover): All companies with a " 49,910,878" 278,024

known value, 2015, 2014, 2013, 2012, 2011, 2010,
2009, 2008, 2007, 2006, for at least one of the
selected periods, exclusion of companies with no
recent financial data and Public
authorities/States/Governments

TOTAL" 278,024

Table 1a. Identification of the Global Ultimate Owner (GUO) of a firm?*®

company [...].

“To define an Ultimate Owner, BvDEP analyses the shareholding structure of a company
having a BvDEP Independence Indicator different from A+, A or A- (which means that the
company is independent and consequently, has no Ultimate Owner).

It looks for the shareholder with the highest direct or total % of ownership.

If this shareholder is independent, it is defined as the Ultimate Owner of the subject

If the highest shareholder is not independent, the same process is repeated to him until
BvDEP finds an Ultimate Owner.”

14 See also Bureau van Dijk (2017) at https://www.bvdinfo.com/en-gh/our-products/company-
information/international-products/orbis.

15 See Bureau van Dijk (2008), section 5.1. The Domestic Ultimate Owner (DUO) is identified accordingly.
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Table 2. List of variables

Variable Definition

BvD Firm identifier (derived from BvD ID)

Year Year

Country Country

Industry NACE 2 Core Category (1 digit)

BvDIndeplndic BvD Independence Indicator

BvDIndepA BvDIndeplndic = A-, A, or A+

ConsCode Consolidation Code

NoShareholders Number of Recorded Shareholders

GUOName Global Ultimate Owner (GUO) Name

DUOName Domestic Ultimate Owner (DUO) Name

Intl International ownership when GUO is from a different
country or is not identical to DUO.

GUOGovt GUO = Government-owned

GUOGender GUO Gender

GUOFemale GUOGender = Female

LastAvailYear

Last Available Year

NoEmployees

Number of Employees

Revenue Operating revenue (000°s USD)
PLbeforTax Profit/Loss before Tax (000"s USD)
Netlncome Net Income (000"s USD)

Equity Shareholder Funds (000"s USD)
TotalAssets Total Assets (000"s USD)

Debt Debt (000°s USD): TotalAssets - Equity
ROE Return on Equity (%), use net Income
Gearing Gearing (%), Debt / Equity

In* Natural log In(*) of variable <*>

a3* 3-period average a3(*) of variable <*>
IntlGear Interaction term: Intl*Gearing
IntIShdf Interaction term: Intl*In(Equity)
IntlIA3Gear Interaction term: Intl*a3(Gearing)
IntlIA3Shdf Interaction term: IntI*a3(In(Equity))
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Table 3.1. Summary statistics (selected variables)

Variable Obs Mean Std. Dev. Min Max
Year 382845 2006 2014
Country 382845 69
Industry 382845 4.334351 | 1.881647 0 9
BvDIndepA 382845 .0411785 | .1987034 0 1
NoShareholders 382845 2.285586 | 4.465129 0 122
Intl 382845 189856 | .3921909 0 1
GUOGovt 382845 0183364 | .134165 0 1
GUOFemale 382845 0372997 | .1894956 0 1
LastAvailYear 382845 2012.817 | 1.249588 2011 2015
NoEmployees 21426 1065.801 | 4914.384 0 143828
Revenue 64200 303875.8 | 3312367 | -4900817 | 3.50e+08
PLbeforTax 31909 43011.33 | 277739.6 | -7871623 | 1.28e+07
NetIncome 16582 60387.22 | 356773.3 | -7976315 | 2.64e+07
Equity 16839 481864.9 | 1848227 | -3195687 | 5.64e+07
TotalAssets 16854 3378596 | 8.77e+07 | -10.61146 | 1.12e+10
ROE 8982 15.325 4490861 | -995.397 | 966.607
Gearing 6748 109.5777 | 149.672 0 996.425




Baliamoune-Lutz & Lutz: International ownership & firm performance in Africa

Table 3.2. Observations by country (1)

Country ISO Code Obs
Angola AO 117
Burkina Faso BF 108
Burundi Bl 9
Benin BJ 99
Botswana BW 396
Democratic Republic of Congo CD 135
Central African Republic CF 27
Congo CG 162
Cote D'lvoire Cl 477
Cameroon CM 684
Cape Verde CVv 36
Djibouti DJ 18
Algeria DZ 756
Egypt EG 13014
Ethiopia ET 54
Gabon GA 135
Ghana GH 423
Gambia GM 54
Guinea GN 36
Guinea Bissau GW 27
Kenya KE 837
Comoros KM 9
Liberia LR 36
Lesotho LS 54
Libya LY 36
Morocco MA 11556
Madagascar MG 81
Mali ML 108
Mauritania MR 45
Malta MT 41841
Mauritius MU 1485
Malawi MW 198
Mozambique MZ 153
Namibia NA 387
Niger NE 18
Nigeria NG 1314
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Table 3.2. Observations by country (2)

Country ISO Code Obs
Rwanda RW 81
Sudan SD 180
Sierra Leone SL 36
Senegal SN 918
South Sudan SS 18
Sao Tome and Principe ST 9
Swaziland SZ 72
Chad TD 36
Togo TG 99
Tunisia TN 612
Tanzania TZ 423
Uganda UG 189
South Africa ZA 9702
Zambia ZM 522
Zimbabwe W 621
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Table 3.3. Observations by industry

NACE 2 NACE 2 Obs
0 Agriculture, Forestry, Fishing, 3771
Mining, Quarrying
1 Manufacture, food products, 11349

beverages, etc

2 Manufacture, chemicals, 22491
pharmaceuticals, etc

3 Manufacture, transport 5373
equipment, machinery,
furniture, etc

4 Construction, wholesale, retail 92169
trade

5 Transport 8721

6 Media, broadcasting 34416

7 Services, management, 14787
consulting

8 Services, other 5616

9 Services arts, entertainment 4617
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Table 3.4. Key financial indicators by firm

Indicator Obs Mean Std.Dev. | Min max
Equity 16839 | 481864.9 1848227 | -3195687 | 5.64e+07
Debt 16757 | 2651590 8.70e+07 | .0500461 1.12e+10
Gearing 6748 | 109.5777 149.672 |0 996.425
Revenue 64200 | 303875.8 3312367 | -4900817 | 3.50e+08
PLbeforTax | 31909 | 43011.33 277739.6 | -7871623 | 1.28e+07
Netlncome | 16582 | 60387.22 356773.3 | -7976315 | 2.64e+07
ROE 8982 | 15.325 4490861 | -995.397 966.607
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Table 4. Preliminary results: Revenues and profits (Pooled OLS estimations)

Model (4.1) OLS (4.2) OLS (4.3) OLS
Dep. Variable InRevenue InPLbeforTax InNetlncome
l.a3InEquity (0.652%** 0.713%** 0.759%**
l.a3Gearing 0.00000034*** 0.00000056*** 0.00000082***
Intl 1.143%** 0.977%** 0.851%**
Observations 12130 10637 5981
R-sq. 0.4305 0.4575 0.4152
R-sq. adj 0.4255 0.4531 0.4078
Prob > F 0.0000 0.0000 0.0000

Notes.

(i) All models estimated with pooled OLS.
(ii) All models include a constant. All models include country, industry, and year dummies.
(iii) *** denotes significant at the 1%, ** at the 5%, * at the 10% level.
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Table 5. Results summary: Revenues, profits, and returns (Pooled OLS estimations)

Model (5.1) OLS (5.2) OLS (5.3) OLS (5.4) OLS
Dep. Variable InRevenue InPLbeforTax InNetincome ROE
l.a3InEquity 0.652*** 0.713*** 0.759*** -2.678*
l.a3Gearing 0.0000003*** | 0.00000056*** | 0.00000082*** | 0.0000235
Intl 1.143%** 0.977*** 0.851*** 192.1%**
l.Intla3Equity -0.156* -0.060*** -0.090*** -6.07***
I.Intla3Gear -0.000000022*** | 0.0000015*** 0.0000053*** | 0.0010***
BvDIndepA -0.334*** -0.073 -0.045 -6.718***
NoShareholders 0.015*** 0.036*** 0.034*** 0.496***
NoShareholders"2 -0.00015*** -0.00034*** -0.00033*** -0.0037
Observations 12130 10215 5201 4198
R-sq. 0.6074 0.7029 0.7777 0.1360
R-sq. adj. 0.6049 0.7006 0.7744 0.1235
Prob > F 0.0000 0.0000 0.0000 0.0000

Notes.

(i) All models estimated with pooled OLS.
(ii) All models include a constant. All models include country, industry, and year dummies.
(iii) *** denotes significant at the 1%, ** at the 5%, * at the 10% level.
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Table 6. Results summary: Revenues, profits, and returns (RE estimations)

Model (6.1) RE (6.2) RE (6.3) RE (6.4) RE
Dep. Variable InRevenue InPLbeforTax InNetincome ROE
I.a3InEquity 0.457*** 0.549*** 0.651*** -2.237
l.a3Gearing 0.000000034*** | 0.000000016** | 0.0000065*** | 0.000034
Intl 1.259*** 1.001*** 1.410*** 208.1***
I.Intla3Equity -0.112*** -0.083*** -0.138*** -17.29%**
I.Intla3Gear -0.000000018 | -0.00000047*** | -0.0000062*** | 0.00093***
BvDIndepA -0.290*** -0.055 -0.057 -6.685
NoShareholders 0.037*** 0.046*** 0.034*** 0.382
NoShareholders™2 -0.00030** -0.00038*** -0.00031*** -0.0035
Observations 12130 10215 5201 4198
Groups (Firms) 2355 2198 1798 721
R-sg. within 0.0367 0.0102 0.0035 0.0133
R-sq. between 0.5819 0.7249 0.7500 0.3251
R-sg. overall 0.5613 0.6879 0.7649 0.1318
Prob > chi2 0.0000 0.0000 0.0000 0.0000

Notes.

(i) All models estimated with random effects.

(ii) All models include a constant. All models include country, industry, and year dummies.
(iii) *** denotes significant at the 1%, ** at the 5%, * at the 10% level.




