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Abstract
This study examined the influence of sales growth on the financial performance of listed 
consumer goods firms in Nigeria. The objective was to determine how sales growth shapes 
key performance indicators such as return on equity, return on assets, and net profit margin. 
An ex post facto research design was adopted, and purposive sampling technique was used 
to extract data from the Annual Reports and Accounts of fifteen (15) listed consumer goods 
firms selected from the twenty-one (21) firms on the Nigerian Exchange. The study covered 
a ten-year period from 2014 to 2023. Prior to estimation, relevant diagnostic tests were 
conducted to ensure the validity and reliability of the regression model. Panel data was 
employed to assess the extent to which sales growth affects the financial performance of the 
sampled firms. The findings indicated that sales growth has a positive and statistically 
significant effect on return on equity. Conversely, no significant relationship was found 
between sales growth and return on assets or net profit margin. Based on these outcomes, the 
study recommends that consumer goods firms in Nigeria strengthen operational efficiency 
strategies to enhance cost control and optimize resource utilization.
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1. Introduction

Profitability is a key indicator of financial performance, reflecting a firm's ability to 
generate returns, sustain operations, and create shareholder value. Shubita (2024) notes that 
financial performance encompasses both a firm's current achievements and its capacity for 
long-term growth and stability, while Hayati et al. (2022) emphasize its importance in 
evaluating managerial decisions, strategic direction, and resource utilization. Financial 
performance is commonly measured using return on assets (ROA), return on equity (ROE), 
and net profit margin (NPM). ROA assesses how efficiently assets generate profit, ROE 
measures returns to shareholders, while NPM indicates the proportion of revenue retained 
as net profit. In Nigeria, sustaining profitability has become increasingly difficult for 
consumer goods firms due to inflation, currency depreciation, infrastructural challenges, 
unstable power supply, and other macroeconomic pressures. Against this background, this 
study examines the relationship between sales growth and the financial performance of 
listed consumer goods firms in Nigeria from 2014 to 2023, a period characterized by 
significant economic disruptions, including recession, the COVID-19 pandemic, foreign 
exchange instability, and persistent inflation.

The relationship between sales growth and profitability is particularly important in the 
Nigerian fast-moving consumer goods (FMCG) sector. NielsenIQ (2024) reported that the 
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sector recorded an 18.1% increase in sales value in 2023, despite a 3.3% decline in sales 
volume, suggesting that price increases rather than higher consumption largely accounted 
for the growth in sales value. Furthermore, FMCG transaction volumes declined by 17.4% 
in 2024, reflecting continued pressure on consumers' purchasing power. These trends raise 
questions about whether increases in sales revenue translate into improved profitability, as 
rising production and operating costs may offset revenue gains. Therefore, this study 
investigates the impact of sales growth on the financial performance of listed consumer 
goods firms in Nigeria, using ROA, ROE, and NPM as measures of financial performance.

1.1 Aim and Objectives.
 The main aim of this study is to assess the impact of sales growth and financial performance 
of listed consumer goods firms in Nigeria. While the specific objectives are to:
i. Examine the relationship between sales growth and Return of Asset of listed consumer 

goods firms in Nigeria.
ii. Investigate the impact of sales growth on Return of Equity of listed consumer goods 

firms in Nigeria.
iii. Examine the impact of sales growth and Net Profit Margin of listed consumer goods 

firms in Nigeria.

1.2 Research Questions
i. What is the relationship between sales growth and Return on Asset of listed consumer 

goods firms in Nigeria? 
ii. What is the impact of sales growth on Return on Equity of listed consumer goods firms 

in Nigeria? 
iii. What is the impact of sales growth on Net Profit Margin of listed consumer goods firms in Nigeria?

1.3 Research Hypotheses
The research hypothesis is stated in null form:
i. H 1: Sales growth has no significant impact on the Return on Asset in listed consumer 0

goods firms in Nigeria
ii. H 2: Sales growth has no significant impact on the Return on Equity of listed consumer 0

goods firms in Nigeria.
iii. H 3: Sales growth has no significant impact on the Net Profit Margin of listed consumer 0

goods firms in Nigeria.

1.4 Significance of the Study

The significance of this study lies in its ability to provide valuable insights into how sales 
growth influences the financial performance of consumer goods firms—an essential sector 
often affected by market volatility and shifting consumer preferences (Khurana et al., 
2022). Academically, the study contributes to corporate finance literature by deepening 
understanding of the dynamic relationship between sales fluctuations and firm 
performance. Ultimately, these insights support not only firm-level success but also broader 
economic development and social well-being.
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1.5 Scope of the Study
This study focuses on Nigeria's consumer goods sector, covering firms that produce 
essential items such as food, beverages, personal care products, electronics, and household 
goods. The 2014–2023 period was selected to capture key financial and operational shifts, 
including declines in FMCG profit margins and transaction volumes (Ologunabe, 2023; 
Aghogho, 2024), as well as major disruptions such as the 2016 recession, the COVID-19 
pandemic, and persistent inflation—all of which affected sales performance. The sample 
consists of 15 listed consumer goods firms on the Nigerian Exchange Group (NGX), 
selected for their relevance and data availability. 

2. Literature Review

2.1 Conceptual Review

Financial performance

Financial performance reflects a firm's ability to use its resources efficiently to generate 
profit and create value. Profitability is a key component, commonly measured by Net Profit 
Margin (NPM), Return on Assets (ROA), and Return on Equity (ROE). NPM measures the 
proportion of revenue converted into profit, ROA assesses how efficiently assets generate 
returns, while ROE indicates the returns earned on shareholders' equity. These measures 
provide useful insights into a firm's financial health, profitability, and ability to create 
shareholder value (Sriyono & Andesto, 2022; Sumilat et al., 2023; Ariyo-Edu, 2023).

Revenue growth is also important to financial performance because sustained increases in 
revenue support profitability and business continuity. Revenue growth is measured as the 
percentage change in revenue between periods and may indicate a firm's ability to expand its 
market and remain competitive. However, increased revenue does not always translate into 
higher profits, as rising operating and production costs can reduce margins (Qiao et al., 
2019; Lee, 2014). NPM therefore provides an important measure of how effectively firms 
convert sales revenue into profit, with higher margins generally indicating better cost 
control and profitability (Nikmah & Wahyuningrum, 2020).

Sales Growth
Sales growth represents the increase in a firm's revenue over time and indicates market 
demand, competitiveness, and business expansion (Goh et al., 2022; Raman et al., 2022). It 
can strengthen a firm's ability to attract customers, expand market share, generate profits, 
and meet financial obligations. However, the effect of sales growth on profitability depends 
on factors such as economies of scale, operating efficiency, cost management, and market 
conditions (Helo et al., 2022; Shubita et al., 2019).

Empirical evidence on the relationship between sales growth and financial performance 
remains mixed. Some studies report a positive effect on profitability, particularly ROE 
(Salim et al., 2019; Latief & Mahiri, 2022; Sumilat et al., 2023), while others find no 
significant relationship (Amalia, 2021; Pramesti et al., 2021). Thus, increased sales do not 
necessarily lead to higher profitability, as the outcome depends on how efficiently firms 
manage costs and convert revenue growth into financial returns.
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2.2 Theoretical Review
Sales Revenue Maximization Theory
Baumol's Sales Revenue Maximization Theory (1958) suggests that managers of firms with 
separated ownership and control may prioritize sales revenue over profit maximization. 
After achieving a satisfactory profit level, managers focus on increasing sales to enhance 
market share, competitiveness, managerial rewards, and job security. Sales expansion can 
also support economies of scale and long-term sustainability (Baumol, 1959; Yadav et al., 
2022). However, excessive emphasis on sales growth may increase financial risks and 
conflict with shareholders' interests (Olaoye, 2022).

Fig 1 Baumol's Revenue Maximization Model 

Source :Researchers' illustration based on Baumol (1967).

Baumol's model shows that a firm maximizes profit at output level OA, where total profit 
(P) is highest at point E. Sales maximization, however, occurs at a higher output OD, where 
total revenue (TR) reaches its maximum (TR2), but is subject to a minimum profit 
constraint represented by line TL. The firm prioritizes maximizing sales rather than profits 
while ensuring profits do not fall below the minimum level.

2.3 Empirical Review

Empirical evidence on sales growth and financial performance remains mixed across 
countries and sectors. Some studies report positive effects of sales growth on profitability 
and firm value (Kurniawati & Anggraini, 2023; Sani & Abubakar, 2022; Sumilat et al., 
2023; Olaoye & Olaoye, 2022), while others find no significant relationship (Afinindy et 
al., 2023; Iskandar, 2021; Nur & Mahiri, 2022). These differences suggest that the effect of 
sales growth may depend on industry conditions, cost management, leverage, and 
operational efficiency.

Studies in Nigeria provide further evidence of a positive relationship. Sani and Abubakar 
(2022) found that sales growth significantly improves profitability in healthcare firms, 
while Olaoye and Olaoye (2022) reported a positive relationship between sales revenue and 
profitability in brewery firms. Similarly, Okerekeoti (2022) found that revenue growth 
positively influences financial performance in Nigerian manufacturing firms. 
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3. Methodology
3.1 Research Design

This study employed an ex post facto research design to achieve its objectives. This 
approach is appropriate as it focuses on events that have already occurred, as highlighted by 
Nwala et al. (2020). Quantitative data was collected from each sampled firm over a ten-year 
period (2014–2023) to examine sales revenue impact Return on Assets (ROA), Return on 
Equity (ROE), and/or Net Profit Margin (NPM).

3.2 Population, Sample Size and Sampling Technique
The study population comprises 21 consumer goods firms listed on the Nigerian Exchange 
Group (NGX) as of December 2023. A purposive sampling technique was used to select 15 
firms with complete financial data for 2014–2023. The remaining six firms were excluded 
due to incomplete information.

3.3 Source of Data
The study employed secondary data obtained from the annual reports of 15 selected listed 
consumer goods firms for 2014–2023. Data on sales revenue, total assets, shareholders' 
equity, operating costs, net profit after tax, and debt components were extracted and used to 
compute sales growth, operating efficiency, financial performance, and capital structure 
measures.

3.4 Method of Data Analysis
The study employed panel data analysis to examine the effect of sales growth on the 
financial performance of the sampled firms. Three separate panel regression models were 
estimated, using ROA, ROE, and NPM as the dependent variables.
Diagnostic tests were conducted to ensure the reliability of the results, including tests for 
heteroscedasticity and autocorrelation. The t-test and F-test were used to assess the 
significance of individual variables and the overall models, respectively, while R² was used 
to determine the explanatory power of the models.

3.5 Measurement and Description of Variables
The variables in the study include the independent variable, sales revenue and the dependent 
variable, financial performance. Sales revenue is proxied by sales growth, while financial 
performance is measured using return on capital employed (ROA), return on equity (ROE), 
and net profit margin (NPM).

Table 1 Measurement and Description of Variables

Source: Researcher's Measurement and Description of Variable, 2025.
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Model Specifications 
 FP   = β +β SG +μit …………. (I)it 0 1 it

ROA  =β +β SG +μit ………… (i)it 0 1 it

ROE  = β +β SG +μit ………... (ii)it 0 1 it

NPM  =  β +β SG +μit …….... (iii)it 0 1 it

Where:
FP =   Dependent variable (Financial Performance, measured as ROA, ROE, NPM)
Independent variables SG =  Sales Growth
 β = Intercept/constant;0

β β ,= Coefficients for independent variables that estimate the direct impact of revenue 0, 1

expansion, capital structure on financial performance.

μ = the residual/error term 
it = Panel data

4. Analysis and Discussion
4.1 Summary statistics of the variables
Table 2: Descriptive statistics results

Source: Researchers' Computation (2025) 
The descriptive statistics in Table 2 summarize key metrics. The mean ROA was 0.0402 (SD 
= 0.0882), ranging from -0.3010 to 0.0301, indicating wide variation and occasional losses 
relative to assets. The mean ROE was 0.1139 (SD = 0.5198), with a range of -3.7234 to 
2.9307, showing significant differences in shareholder returns. Net profit margin averaged 
0.6418 (SD = 0.6270), with values from -1.2154 to 7.4177, suggesting firms generally 
experienced losses. Sales growth had a mean of 0.1364 (SD = 0.3260), ranging from -0.999 
to 2.302, indicating overall growth but a non-normal distribution.

4.2 Correlation Analysis
Table 3 Correlation Analysis

Source: Researchers' Computation (2025) 
The correlation analysis was carried out to check the strength of the statistical relationship 
between the independent variables sales growth and the dependent variable proxied by 
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(return on asset, return on equity and net profit margin). In table 3 above, it is revealed that 
there exists a positive relationship. ROA and NPM have a strong positive correlation 
(0.5264), meaning firms with higher margins tend to also have better returns on assets.

4.3 Examining the impact of Sales growth on Financial performance of Listed 
Consumer Goods Firms in Nigeria
Model 1: FP  =β +β SG +μit …………… ( I)it 0 1 it

Table 4 Diagnostic Test for Model Validity in Panel Data Regression

Source: Researchers' Computation (2025) 

The heteroscedasticity test showed p-values below 0.05, indicating non-constant error 
variance, which can lead to inefficient regression estimates. The null hypothesis of 
homoscedasticity was rejected (p = 0.0000). Residuals were also found to be non-normally 
distributed based on skewness and kurtosis (p = 0.0000). Autocorrelation testing returned a 
p-value of 0.4722, suggesting residuals are independent and free from serial correlation.

To address heteroscedasticity, robust or feasible GLS methods can be applied. The 
Hausman test favored the Random Effects (RE) model over Fixed Effects (FE) (p = 0.4035), 
indicating no endogeneity concerns. The Breusch-Pagan Lagrange Multiplier (LM) test 
confirmed significant variation across entities (p = 0.000), supporting the use of RE over 
pooled OLS. Overall, panel data models are more appropriate than pooled regression for 
analyzing the effect of sales growth on financial performance for NGX-listed firms.

Model 1: ROE  =β +β SG +μit …………… ( i)it 0 1 it

Table 5: Feasible GLS Analysis: Sales Growth and Return on Equity of Listed 
consumer goods firms in Nigeria.  

Source: Researchers' Computation (2025) 
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Model 2: ROA  =β +β SG +μit …………… (eqn i)it 0 1 it

Table 6: Feasible GLS Analysis: Sales Growth and Return on Asset of Listed 
consumer goods firms in Nigeria. 

Source: Researchers' Computation (2025) 

Model 3: NPM  =β +β SG +μit …………… (eqn i)it 0 1 it

Table 7 Feasible GLS Analysis: Sales Growth and Return on Net Profit Margin of 
Listed consumer goods firms in Nigeria. 

Source: Researchers' Computation (2025) 

4.4 Discussion of findings
In table 7, Using the Random Effects Generalized Least Squares (GLS) regression 
model—selected on the basis of the Hausman and model-selection tests which confirmed its 
superiority over the pooled OLS model—this study assessed the effect of sales growth on 
the financial performance of listed consumer goods firms. The model exhibited adequate 
explanatory power (R² = 0.3483 for ROE) and a statistically significant Wald chi-square 
statistic, indicating overall robustness. The results reveal that sales growth has a positive 
and statistically significant effect on Return on Equity (coefficient = 0.2497, p = 0.002), 
implying that firms with higher sales growth tend to generate stronger equity returns. This 
finding aligns with the work of Nasution (2018), Ullah et al. (2020) and Sumilat et al. 
(2023), who reported a positive and significant impact of profitability measures on firm 
growth, but contrasts with Onaolapo and Kajola (2010) who documented a negative 
relationship between ROE and earnings growth. Conversely, when financial performance is 
measured by Net Profit Margin (NPM), sales growth exerts a positive but statistically 
insignificant influence (coefficient = 0.03599, p = 0.691), supporting earlier evidence by 
Gusti (2020) and Rini Meidiyustiani (2016) that sales growth does not necessarily translate 
into improved profitability, yet diverging from Hayati (2022) and Muhammad Basir et al. 
(2021) who observed a significant positive effect of sales growth on net income. 
Accordingly, the null hypothesis of no effect is rejected for ROE but retained for NPM, 
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underscoring that while sales growth significantly drives equity returns in Nigeria's listed 
consumer goods firms, it does not automatically improve profit margins.

According to Ramadhani and Nisa (2019), positive sales growth reflects a company's good 
financial condition, while negative sales growth indicates financial distress. Therefore, 
sales growth is a key metric that, when positive, suggests strong financial performance and 
operational stability, helping the company maintain its position in the market. Amanda 
(2019) found that increased sales growth reduces the potential for financial distress, a 
finding corroborated by Lifia's study (2020). 

The results indicate that sales growth has a significant positive effect on return on equity 
(ROE). This implies that as firms successfully expand their revenues, they deliver greater 
value to shareholders, resulting in higher returns. This finding aligns with the study by 
Sumilat et al. (2023), which revealed that sales growth positively influences ROE, 
suggesting that firms with higher sales growth tend to achieve better profitability ratios. 
Furthermore, the outcome supports the Revenue Maximization Theory proposed by 
Baumol (1959), which posits that firms pursuing sustained revenue growth ultimately 
enhance shareholder wealth. Similarly, the findings of Shubita (2024) revealed a significant 
negative relationship between profitability (measured by ROA) and tax avoidance, 
indicating that higher profitability reduces firms' tendencies to engage in tax avoidance 
practices.

The findings of this study provide valuable insights into the key determinants of financial 
performance among listed consumer goods firms in Nigeria. The analysis reveals several 
important patterns that contribute to the broader understanding of financial dynamics within 
the sector. The study confirms that Sales Growth (SG) has a nuanced impact on financial 
performance, partially supporting the initial hypotheses. Specifically, SG exerts a 
statistically significant effect only on Return on Equity (ROE), while demonstrating no 
significant impact on Return on Assets (ROA) and Net Profit Margin (NPM). This indicates 
that while top-line revenue expansion successfully enhances shareholder returns, it does not 
inherently drive broader asset efficiency or core profit margins. Consequently, an increase 
in sales volume alone is insufficient for comprehensive financial health, as its impact is 
likely diluted by underlying cost structures, pricing strategies, or capital allocation 
decisions.

 5. Conclusion and Recommendation
This study investigates the impact of sales growth on the financial performance of listed 
consumer goods firms in Nigeria. Specifically, it focuses on fifteen firms selected from the 
twenty-one consumer goods companies listed on the Nigerian Exchange Group, covering a 
ten-year period. Drawing on data from audited annual reports and employing rigorous 
statistical analysis, the study identifies key factors influencing the improvement—or lack 
thereof—in financial performance within the sector. This study significantly advances the 
literature on financial performance by empirically examining the interplay between sales 
growth and profitability in listed consumer goods firms in Nigeria. Unlike prior studies that 
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often rely on short-term or regionally constrained datasets, this research leverages a decade 
of audited financial data (2014–2023) from Nigeria's fast-moving consumer goods 
(FMCG) sector. By applying multiple regression and OLS techniques, the study offers 
robust, context-specific insights that are both empirically grounded and practically relevant. 
it establishes a clear and positive relationship between sales growth and return on equity, 
validating the Revenue Maximization Theory within the Nigerian FMCG context.

Based on the findings of this study, the following recommendations are deemed imperative 
for enhancing sales growth and financial performance in listed consumer goods firms in 
Nigeria:

Implement Revenue Growth Strategies: Companies should invest in strategies that 
stimulate sustainable revenue growth, such as product innovation, market expansion, 
customer loyalty programs, and digital transformation initiatives that tap into emerging 
markets.

Adopt Integrated Financial Planning: Firms should incorporate integrated financial 
planning that aligns revenue growth objectives with financing strategies. This ensures that 
expansion efforts are supported by a stable financial foundation, minimizing risks 
associated with over-leverage or inefficient resource allocation.

Develop Risk Management Frameworks: Given the volatility of external factors such as 
exchange rates and inflation, firms must adopt comprehensive risk management practices to 
protect revenue streams and profitability from macroeconomic shocks.
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