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FOREWORD 

 

It is with joy, excitement and great pleasure that we acknowledge and appreciate your attendance 

at the First Virtual Conference of the Faculty of Administration, ObafemiAwolowo University, 

Ile Ife. Despite the ravaging global pandemic, well over 100 papers were presented across the 

sessions that lasted for two days. Delegates from academia, industry, business executives, policy 

makers and students had the opportunity to network for problem-solving and human capacity 

development. Plenary sessions were garnished with lead presentations handled by experts in 

different fields of studies. The conference featured twelve parallel sessions which were well 

attended. These concerted efforts have resulted in the publication of this edited and peer-

reviewed conference proceeding.  

 

We are in an era in which everybody is concerned about the developmental process for now and 

in the future. These concerns are the premises on which the theme and sub-themes of this 

conference were anchored. The domains and parameters of governance have become more 

diverse and are so great in complexity and number that innovation and accountability seem to be 

a panacea and the direction to go now and beyond. This is the key driver of the conference 

theme: “Innovation, Accountability and Sustainability in Governance”.  

 

The Conference provided the platform for the dissemination of an array of tools, guidelines and 

knowledge base for the successful creation of new ideas, products, processes and services that 

would stimulate accountability and sustainability in governance towards competitiveness in 2020 

and beyond. It also offers publication outlets for high-quality referred empirical research articles. 

Out of all the papers submitted for the conference, only 54 have been carefully accepted for 

publication in this proceeding after a blind paper review process. All the selected papers 

examined the key issues in accounting, finance, international relations, business management, 

public administration, economics, political science and local government studies in relation to 

innovation, accountability and sustainability in Governance.  

 

We are sincerely grateful to all the people that assisted to facilitate the hosting of this Webinar 

Conference, the first of its kind in ObafemiAwolowo University. We want to sincerely thank the 

Vice-Chancellor of our great Institution, Prof. E. O. Ogunbodede for his motivation and support. 

We also appreciate the support of Prof. A. S. Bamire, the Deputy Vice-Chancellor (Academic). 

Our gratitude goes to all the Professors, Head of Departments and Staff of the Faculty of 

Administration, for rallying round the Local Organizing Committee. Moreover, we appreciate 

the Director of INTECU, Engineer O. A. Adewara and his team for creating enabling 

environment for the Virtual Conference. 

 

In conclusion, we specially appreciate the support we received from our sponsors. Thank you 

very much for supporting us in diverse ways.  We appreciate our keynote speaker, Prof. 

Muhammad A. Mainoma; the current President of the Association of National Accountants of 

Nigeria (and former Vice-Chancellor of Nassarawa State University); the lead paper presenter, 
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Prof. DaudaOlalekanYinusa; the Workshop Paper Presenters, Prof. AbiodunFolawewo and 

Dr.Joshua Aransiola. We equally appreciate all the participants and the invited guests. It was 

indeed a delight to play host to you all. We appreciate the hard work that you have put into your 

various research papers and we look forward to various collaborations in the future. 

 

Finally, we extend our profound appreciation to Prof. R. O. Salawu, the Chairman, Local 

Organising Committee and his team, who were instrumental to the organization and success of 

both the Conference and the production of this proceeding.  

 

 

Professor A. A. Agboola 

Dean and Conference Chair, Faculty of Administration 
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INNOVATION, ACCOUNTABILITY  

AND SUSTAINABILITY IN GOVERNANCE  

FOR COMPETITIVENESS  
(Keynote Addresss) 

 

Professor Muhammad Akaro Mainoma PhD, FCNA, FCTI, mni 
President/Chairman of Council, Association of National Accountants of Nigeria and Chairman, Board of 

Governors,Nigerian College of Accountancy, Kwall 

 

1.  INTRODUCTION 

Public accountability is debated in political, media and academic discourses, and was driven by 

new public management (NPM) reforms, which aim to make public sector organizations more 

accountable Accrual accounting, performance measurement, financial reporting and non-

financial reporting are examples of changes that aim to improve the accountability of public 

sector organizations, or public service organizations more generally. In the last decades, 

practitioners and academics alike have proposed, studied and discussed the emergence of 

innovative public accountability reporting tools, such as sustainability reporting (SR), popular 

finreporting (PFR), and more recently integrated reporting (IR) 

i. Effective governance in the public sector encourages better decision making and the 

efficient use of resources and strengthens accountability for the stewardship of those 

resources.  

ii. Effective governance is characterized by robust scrutiny, which provides important 

pressures for improving public sector performance and tackling corruption.  

iii. Effective governance can improve management, leading to more effective 

implementation of the chosen interventions, better service delivery, and, ultimately, better 

outcomes.  

iv. People’s lives are thereby improved. 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2.  THE MEANING OF INNOVATION 

Innovation is the capacity of people successfully to exploit a new idea or method and realize 

some material and social effect (Freeman, 1991). In these terms, then, innovation can involve the 

development of novel technologies, processes, organization, and services. It can present 
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incremental, radical or transformational changes to wider social life. Innovation is undertaken 

through networks of people working on things in diverse organizations for varied purposes. 

Innovation for sustainability directs this creative activity towards novel practices that transform 

markets, public services, communities, and societies more generally into more socially just and 

environmentally resilient forms (Smith et al., 2010; Leach et al., 2012; Geels et al., 2008). An 

expanding coalition of leaders in state, business and civil society organizations invoke 

innovation as a means to rise to the twin challenges of inclusive economic development and 

environmental sustain- ability (Scoones et al., 2015).  

 

 
3.  THE HALLMARKS OF GOOD GOVERNANCE 

“The sound exercise of political, economic, and administrative authority to manage a country’s 

resources for development. It involves the institutionalization of a system through which citizens, 

institutions, organizations, and groups in a society articulate their interests, exercise their rights, 

and mediate their differences in pursuit of the collective good “(Country Governance Assessment 

2005.” How any organization, including a nation, is run. It includes all the processes, systems, 

and controls that are used to safeguard and grow assets.” (UNDP, 1997) 
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4.  THE HALLMARKS OF GOOD GOVERNANCE 

The systems, processes and procedures put in place to steer the direction, management and 

accountability of an organization.Birmingham City Council.The interactions among structures, 

processes and traditions that determine how power and responsibilities are exercised, how 

decisions are taken, and how citizens or other stakeholders have their say. Fundamentally, it is 

about power, relationships and accountability: who has influence, who decides, and how 

decision-makers are held accountable. (IOG 2003)Promoting fairness, transparency and 

accountability – World Bank. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

5.  OVERVIEW OF ACCOUNTABILITY 

Accountability has been defined in the following terms: A is accountable to B when A is obliged 

to inform B about A’s (past or future) actions and decisions, to justify them, and to suffer 

punishment in the case of eventual misconduct (Schedler, 1999, p.17). To help elucidate this 

definition consider the role of elections in promoting political accountability. An election gives a 

chance for the candidate to run for campaigns and attend forums so as to explain and inform their 

purposes and goals if they are elected. On the other hand, it is also a sanction for those who 

misbehaved or failed to represent one’s interests in the past tenure – by giving the vote to 

someone else.  

The concept of accountability implies that the actors being held accountable have obligations to 

act in ways that are consistent with accepted standards of behavior and that they will be 

sanctioned for failures to do so (Grant and Keohane, 2005, p.29). 
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7.  THE CONCEPT OF SUSTAINABILITY 

Business and Sustainable Development: A Global Guide (1992) stated that sustainability for a 

business enterprise means adopting business strategies and activities that meet the needs of the 

enterprise and stakeholders today, while protecting, sustaining and enhancing the human and 

natural resources that will be needed in the future.  

Shrivastava (1995a, p. 955) on the other hand described sustainability as offering the potential 

for reducing the long-term risks associated with resource depletion, fluctuations in energy costs, 

product liabilities, pollution and waste management. However, the most familiar sustainability 

definition was presented in the Brundtland World Commission report (1987). The term was 

defined as “the development that meets the needs of the present generation without 

compromising the ability of future generations to meet their own needs. 
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8.  FIVE ASPECTS TO SUSTAINABLE HUMAN DEVELOPMENT 

Empowerment - The expansion of men and women's capabilities and choices increases their 

ability to exercise those choices free of hunger, want and deprivation. It also increases their 

opportunity to participate in, or endorse, decision-making affecting their lives 

Co-operation - With a sense of belonging important for personal fulfillment, wellbeing and a 

sense of purpose and meaning, human development is concerned with the ways in which people 

work together and interact. 

Equity - The expansion of capabilities and opportunities means more than income - it also 

means equity, such as an educational system to which everybody should have access. 

Sustainability - The needs of this generation must be met without compromising the right of 

future generations to be free of poverty and deprivation and to exercise their basic capabilities. 

Security - Particularly the security of livelihood. People need to be freed from threats, such as 

disease or repression and from sudden harmful disruptions in their lives. 

 

SUSTAINABILITY PATHWAYS 

 

 

 

 

 

 

 

 

 

 

 

 

 

9.  THE ESSENCE OF COMPETITIVENESS 

There seems to be a broad consensus that an uncompetitive economy is a bad thing, much like an 

uncompetitive firm or an uncompetitive racing car, or an uncompetitive athlete. But it is much 

less clear what competitiveness means for a national economy. It is also in some ways an 
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unfortunate term, as it suggests nations are competing like firms chasing market share or athletes 

competing for medals, and that one nation doing better economically means that others are doing 

worse. In reality, of course, nations benefit when there is stronger economic growth in the rest of 

the world.Governments can encourage competition by avoiding favoritism in their own 

purchases. They can avoid protecting dominant firms by using legislation to encourage new 

entrants and by not allowing unnecessary monopolies. Ensuring competitive markets is not just a 

matter of governments not impeding them it also requires active steps to promote competition 

and break down cartels. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

10.  THE DYNAMICS OF COMPETITIVENESS IN GOVERNANCE 

The linkages between competitiveness, trade and economic growth are not easy to disentangle. 

As one country’s exports are another country’s imports, increasing international trade does not 

automatically lead to faster economic growth. Certainly, a company that is viewed as having 

improved its competitiveness will attract more investors and make more sales. However, a 

country is not a company writ large; Krugman (1996).A country which is perceived as more 

competitive will also attract more foreign investment 

There are many open approaches to raising our level of competitiveness. One approach is to 

insist on high levels of excellence, efficiency, and effectiveness at all levels, starting at the 

personal level, up to every enterprise and institution, and finally ending with our macro-

economy and society.  

Another is more pragmatic and focused: look at all the many indicators used in compiling the 

global competitiveness index; choose to work on select programs designed to boost our standing 

with respect to those indicators; and ensure that in the end our ranking moves up considerably. 

Whatever approach we choose to take, we should never forget that the process of raising our 

level of competitiveness has at least three prongs. The first prong, where we generally should 

begin, is presented by the economy. The second prong, where we face the tallest challenges, is 

presented by enforcement. The third prong, which we cannot afford to separate from every 

decision and action we take at all levels and in all sectors, is ethics 

 

 

11.  CONCLUSION AND RECOMMENDATIONS 

Although innovation may sound like a buzzword for some, there are many reasons why 

companies put a lot of emphasis on it. In addition to the fact that innovation allows organizations 

to stay relevant in the competitive market, it also plays an important role in economic 
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growth. The ability to resolve critical problems depends on new innovations and especially 

developing countries need it more than ever 

Accountability eliminates the time and effort you spend on distracting activities and other 

unproductive behavior. When you make people accountable for their actions, you're effectively 

teaching them to value their work. This paper attempted to provide an understanding of what the 

term sustainability means.   In an environment where sustainability is typically lacking, it is 

important to understand why this is currently the case 

For competitiveness’ sake, where must we pursue and practice good governance? From the 

social standpoint, the answers need to be: at the level of individuals, families, schools, and small- 

and medium-scale enterprises in all our major business and nonbusiness sectors. These are after 

all the ultimate drivers of social change, and we have a whole society to improve and make much 

more competitive. From the economic standpoint, we also need to give the following answers: 

our corporations, our small and medium enterprises, our ministries, departments and agencies, 

and our local government units: these are our major drivers of economic change.  

If we want our economy to become much more competitive, we have to put our earnest efforts in 

bringing the actual standards of governance practice in all of these. 

It would be highly desirable if by 2023 we aim to have: 

i. Moved up to the upper half of economies or countries included in the world 

competitiveness index. 

ii. Twenty of our publicly listed companies among the top 50 global corporations with the 

highest corporate governance scores, using the global corporate governance scorecard. 

iii. Twelve of our MDAs achieve institutionalized status under the governance program that 

the law has mandated for them. 

iv. Twelve of our national government agencies, including at least two of the agencies 

identified under our commitments to a better Nigerian society, show that their 

governance programs have achieved breakthrough, transformative results. 

v. Twelve of our local government units become clear, illustrative cases of the 

transformation that can be initiated at the local government level. 
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Abstract 

 

The paper examines the tripartiteroles ofinstitutional reforms, public sector structure 

and service delivery in governance processes that could deliver global competitive 

dividend for sustainable development. The study noted that in most cases, a country 

is not limited by the quantities of policies and programs, but the process involved in 

policy and program deliveries. Institutional reform therefore encompasses the 

holistic approach to enhance effective flows of the policy and program deliveries in 

line with the original objectives of such program formulation. Thus, reforms are 

meant to enhance service deliveries. In furtherance of this, the paper identified that 

public service delivery is a crucial responsibility of government and government 

institutions, as such, service to be delivered should be what the society require for 

welfare improvement. In order to deliver it successfully, government institutions 

therefore, need strong organizational structures and suitably qualified people who 

must be supported to deliver the services. 

The paper uses the reform experience in the State of Osun as the bases to elicit how 

public sector structure and institutional reforms could promote good governance and 

accountability. As reflects in the paper, two broad areas of reforms were initiated 

which include institutional reforms and public financial management reforms. The 

institutional reforms touches on key issues such as the development of new 

pragmatic and results–oriented frameworks, clarification of objectives and 

administrative structures, focusing on goal-oriented competencies and skills 

development, promoting professionalization and improved morale and design of 

code of conduct for public sector ethics. Meanwhile, the Public Financial 

Management Reforms support the frameworks for Public Procurement; auditing and 

effective Monitoring and Evaluation system; aggregate control of the public 

resources and service delivery; prioritization in resource allocations and effective 

mechanisms for accountability and managing efficiency. In short period of the 

reform implementation, the level of accountability has seriously improved while the 

budget performance across sectors drastically increased. 

mailto:hc.planning@osun.gov.ng
mailto:olalekanyinusa@gmail.com
mailto:a.adedokun@oauife.edu.ng
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1. INTRODUCTION 

Institutional structure is the setup that define how administrative powers are designed to 

influence day to day running of an organized setting under the predefined rules and guidelines 

that underline the conducts of actors in an organized manner. It sets the natural tones that could 

guarantee or otherwise the normal and orderly exercise of assigned mandate. It also provides 

important link directly influencing administrative costs and administrative efficiency. In line 

with this, the government institutional reform is a process of reconstructing governance structure 

in a way to enhance efficiency, effectiveness and accountability with the ultimate aim to 

positively influence polity. Government Institutional reform is the carrier of political system 

probity and administrative restructuring and remains the linkage between economic and political 

system reforms. In other words, government institutional reform connects the governance 

effectiveness and efficiency with market operations. Viewing it in another perspective, 

Institutional reform is the process of reviewing and restructuring public institutions so that they 

respect human rights, preserve rule of law, and are accountable to the public on behalf of those 

the governance institutions are established. 

 

Institutional reform is not a one purpose driven process. Several reasons could require staging 

reform process. In some cases, reform is essential to bridge the governance transition from 

military rules to democracy, Chandra and Kammen (2002). In some other cases, such as in 

China, reform was staged in 1980s to decentralize its highly centralized economy, Zhang and 

Tam (1991). However, in the underdeveloped and developing countries, any systemic 

governance problems and challenges may require specific reform to normalized abnormalities, 

Gallego, Maldonado and Trujillo (2020). In whatever case, reforms are meant to enhance service 

deliveries.  

 

Public sector is critical to development process, given the intermediate roles in the provision of 

public goods and management of spillover effects, also known as externality that results from the 

interrelationships between and among the households and firms. Government has usually been 

reminded that it has no business in businesses especially in the capitalist and market economy, 

but it has a strong mandate to provide enabling environment for the effective operations of the 

private sector players. How efficient the role is or would be played depends on how efficient the 

service deliveries in the public sector is. The quality and the quantities of service delivery of the 

public sector system would determine the ease and frequencies of domestic and foreign 

investors’ participation and consequently the growth and development of the economy. 

 

In many cases, a country is not limited by the quantities of policies and programs, but the process 

involved in policy and program deliveries. Institutional reform therefore encompasses the 

tangible and psychological environment of the institutions. The tangibles are the policies and 

programs expected of an institutional system, while the intangible is the attitude of the public 

actors to the rules and guidelines in the implementation of the policies and programs towards 

actualizing the deliverables. The ways a country handles each of these, would determine the 

outlook, effectiveness and efficiency of her governance processes. 

 

The challenges leading to institutional reforms varies across countries, some embark on complete 

over hauling of policies and programs as in case of china giving rise to complete transition from 

socialism to capitalist system with little or no significant problems with the attitude of public 

actors towards service deliveries. Some others, such as in Africa countries have little problems 

with the policies and programs, but the attitude of public actors towards the delivery of mandates 

within the rules and guidelines of the official mandates. In the scenarios, the former might seek 
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improvement on the tangible environment of the institutions, while reforms in the latter might 

tend more on the intangibles. However, in some countries, both the tangible and intangible 

environment of an institution may require the same degree of reforms. The quality of policies 

and programs and the attitude of public actors towards policies and programs would determine 

the outcome of service delivery at all levels. 

 

Service delivery is the process involved in conveying services to the end users, in this case the 

citizens. However, depending on the kind of service being offered, each of such services has 

primary intervention of transforming the users. Meanwhile, whatever the services may entail, for 

instance, education or health delivery services, only the individual beneficiary can define the 

changes such service delivery entails. In other words, the users are critical co-producer of any 

personal transformation that occurs in the process of public service delivery, Allen, Tamindael, 

Bickerton, and Cho (2020). The service providers or agents can only use skills to conduct 

activities to facilitate the process, but the ultimate evaluation lies with the consumer or end users. 

Whitaker (1980) insists that in delivering services, the agent helps the person being served to 

make the desired sorts of changes by supplying encouragements, suggesting options, illustrating 

techniques, and providing guidance and advice; but the agent alone cannot bring about or 

evaluate the changes associated with the services delivered. Both the citizen and the agent 

together produce the desired results, Devas and Grant (2003). 

 

Public service delivery is a crucial responsibility of government and government institutions, as 

such, service to be delivered should be what the society require for welfare improvement. In 

order to deliver it successfully, government institutions need strong organizational structures and 

suitably qualified people who must be supported to deliver the services. In this context therefore, 

public services are delivered through joint efforts of the beneficiaries, political office holders and 

service agents who are the bureaucrats, Besley and Ghatak (2007). It becomes critical to 

understand the incentives that govern the behavior of political leaders and bureaucrats, if services 

are to match the best interest of the citizens. Thus, a main concern in public service provision is 

how the obligations of the different parties is defined and enforced. Tamrakar (2010) put it in a 

succinct form that public service delivery is characterized by compliance with rules. The 

compliance level is constraint on the fact that formal contractual relationships is often quite 

limited or in some cases totally absent in public service delivery, when compared to pure market 

structure.  

 

It could therefore be concluded in line with submissions of Besley and Ghatak (2007) that public 

service delivery is based on four key issues; first, public service provision is often mission-

oriented and that the mission displaces the conventional notion of profit maximization used in 

the case of private sector. Second, accountability in public service delivery applies to the 

political, bureaucratic as well as market spheres. The reference to the market sphere is in the 

sense that it should instill the system of punishment and reward consequent on actions taken by 

public agents, and should involve the process of putting in place specific individuals to make 

decisions, although such does not have to be governed only by formal relationships. Third, 

competition from private organizations can induce public organizations to get their act together. 

Finally, utilization of resources on the evaluation of policies is a crucial part of effective public 

service provision where missions are either too weak or not aligned and when the front line 

actors cannot be made directly accountable by the beneficiaries. These four key conclusions shall 

explicitly and implicitly form the bases for the discussions in this paper. 
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2. PUBLIC SERVICE DELIVERY IN DEVELOPING COUNTRIES 

 

Public service delivery could be defined as the production of activities such as collecting refuse 

and disposing it, lighting the streets and road maintenance among others Lewis, Nguyen and 

Hendrawan (2020). Meanwhile, Stauss (2005) observes that depending on the kind of service 

being offered, each service has a primary intervention of transforming the customer and that the 

client is the principal beneficiary. A variation to that broad service delivery in the public service 

delivery is that the service provider is also beneficiary.  

 

As a crucial responsibility of government and government institutions, the public service 

provider should deliver services that a society require to maintain and improve its welfare. To do 

this, government institutions require organizational structures and suitably qualified people who 

must be supported to deliver the services they are responsible for, Whitaker (1980). Besley and 

Ghatak (2007) argue that public services are key determinant of quality of life that is not 

measured in per capita income. The authors stress that service delivery is an important feature of 

the poverty reduction strategy. Hernandez (2016) agree that services are vital to poverty 

alleviation as it enhances the availability and affordability of education, health, energy, and 

information and communication technology services; and alleviating poverty and empowering 

women through entrepreneurial and employment creation opportunities in services enterprises.  

 

According to the Organisation for Economic Co-operation and Development (OECD, 2010), 

throughout the world cities face the most acute challenges of service delivery because of fast 

growing populations. In many countries, developing countries in particular, the issue of service 

delivery is a challenge that needs to be addressed given the low quality of service provision and 

the pressing needs of the poor, Besley and Ghatak (2007). The advocacy for improved service 

delivery becomes critical due to the increased level of education of the population which allows 

more vocal citizenry that expects better services and accountability from government. In 

addition, increasing industrialization and urbanization have created challenging environment for 

government, Shahbaz, Loganathan, Muzaffar, Ahmed, and Jabran (2016).  

 

Tamrakar (2010) affirms that in many developing countries, public service delivery has remained 

lower than what was targeted. The fact that many people still suffer from many hurdles when 

they have to get any government services is an indication of poor service delivery that needs to 

be addressed. Gwayi (2010) in a study of municipalities in South Africa argued that the country 

faces serious challenges in implementing service delivery options that will enhance existing 

structures, thus support the fact that there are needed efforts towards developing strategies to 

improve service delivery. The same is observed in Kenya at all levels of government operations, 

Makanyeza et al (2013)  

 

As such, the problem of service delivery is not limited to Nigeria, it is a key challenge across the 

world, especially in developing countries. Meanwhile, it has been argued that, delivery of 

services has a direct and immediate effect on the quality of lives of the people in a country, 

Humphreys (1998). Poor service delivery aggravates the difficulties of attracting businesses, 

industry and general investment to an area and consequently it limits job opportunities. Hence, 

improving public service delivery is one of the biggest challenges to be surmounted in public 

space. It is not an overemphasis to state that public service providers are responsible and 

accountable to citizens. Consequently, citizens are demanding increased convenience in 

interacting with the government. The interaction between citizens and the government is mainly 



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

13 
 

facilitated through service delivery. Thus, improving service delivery to individual citizens raises 

trust in the government. 

Services are not tangible but economic transactions exchanged for money, comprising of the 

exchange of specialized skills and knowledge. Rao (2005) elaborate this by defining services as 

intangible activities performed by machines or persons or both for the purposes of creating value 

perceptions among customers. He stressed that since services are intangible activities, or benefits 

produced by the service provider and in association with the consumer, their quality assessment 

could only be estimated on the basis of perception by the consumer. The concept of service 

involves understanding the needs of customers in the target market and aligning this with the 

organization’s strategy and competitive intentions. OECD (2010) indicates that services can be 

categorized in a number of ways including, the type of entity providing them, the type of user 

and the nature of the services provided. The categories of services include private services, 

public services and collective or joint services. Public services include all services provided by 

the government as well as all services where the government has a significant influence. This 

could be provided directly by the government or indirectly in which case government is not the 

direct provider but plays key roles in their provision through regulation or a financial 

contribution. However, the most obvious public services are those directly provided by some 

level of government, such as police protection. 

 

In line with the argument of Humphreys (1998), public services are those services which are 

substantially or completely funded through tax. Thus, typically, public services would include 

those provided by federal, State and local government which might include but not limited to the 

health, education, defense, justice among others. Public services could also be provided by 

private firms, such as solid waste collection and disposal. In such cases, though the government 

does not provide the service, it is involved in the process, and in some cases provide funds for 

the purpose and establish regulations among others. This engagement in most cases is termed 

Public Private Partnership (PPP) programs. In a more widely views, public services provisions 

have been presented with a view that, they do not operate for financial profit or do not require 

prepayment for goods or services prior to delivery. In case the public services are charged at a 

price, they are not sold to customers at commercial prices aimed at profits. They are also void of 

the competition that characterized pure market settings.  

It is generally believed through the foregoing that service delivery in the public sector is not 

being optimally delivered. This has been attributed to various factors in the literature. According 

to Gwayi (2010), some of the causes of poor service delivery in public sector include: inadequate 

public participation; inadequate alignment of budget with the government goals and mandate; 

lack of good political and administrative leadership; inadequate infrastructure and shortages of 

skills. Others include lack of appropriate rules and regulation, ineffective monitoring, lack of 

accountability and transparency, limited and insecure revenue base; highly centralized project 

and programme design; poor relationship between administration and political representatives.  

Meanwhile, in an earlier study, Sarshar (2006) raised key issues associated with service delivery 

which include the following among others; 

 

Lack of strategic awareness: the study revealed that many staff at a senior level, despite their 

being critical in the course of providing directives and guide in service delivery processes do not 

have adequate information to guide the activities within their jurisdiction and the impact various 

actions should have on their day-to-day operations.  

Lack of capacity: The study demonstrated that many of the operational staff do not have clear 

understanding of operational standard requirements and the respective responsibilities. The 

underlying cause of the capacity deficit was found to be a lack of training or specific systems to 
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involve staff. As a result, the staff were performing roles without clear understanding of what the 

positions entail and therefore exposing themselves to risk and those to serve.  

Poor performance monitoring: Another issue applicable to all services was performance 

monitoring, although some of the services had monitoring systems in place, there was an overall 

lack of consistency and integration between the various systems.  

Poor coordination processes: Although each of the services had its own clearly defined 

processes for determining service requirements, service delivery and managing suppliers, the co-

ordination was still based on informal mechanisms, including face to face communication and 

meetings, and the different service groups lacked clear and enforceable performance standards. 

This led to long standing disagreements due to overlapping between some of the service delivery 

sectors which led to reductions in the quality of service.  

High staff turnover: It was also noted that there was a high turnover of operational staff and 

inadequate level of management resources which in turn affected service delivery.  

 

3.  PROMOTING EFFICIENT PUBLIC SERVICE DELIVERY  

FOR GLOBAL COMPETITIVENESS 

In an efficient service delivery environment, public service is expected to be directed towards 

what citizens need rather than what service providers are prepared to give. Yet in most of the 

developing countries public service delivery is characterized with inefficient, cumbersome, too 

procedural, costly, red taped and not so transparent systems. Tamrakar (2010) argues that 

generally, public servants act as masters instead of acting as servant without sense of 

accountability and transparency. Meanwhile, the citizens are familiar with the enhanced service 

delivery through interactions with the private sector, thus, they view the public sector as an 

aberration. Improving service delivery is no more an option but necessity in order to move to the 

next level of development. Improving service delivery is primarily about improving the 

effectiveness and efficiency of the way in which services are delivered.  

In Jooste (2008) it is identified that the use of public values, institutions, and service market in 

project contracting can improve service delivery. They insist that stakeholder preferences and 

democratic processes establish the values to be optimized in service delivery. Moreso, public law 

and organizational arrangements determine the contracting tools available for balancing 

competing values; and the characteristics of service markets influence which contracting tools 

and vendors are best suited to achieve stakeholder values. However, a complex combination of 

strategies is needed to ensure that service employees are willing and able to deliver quality 

services and that they stay motivated to perform in customer oriented and service minded ways.  

 

In order to build a customer oriented, service minded workforce, government Ministries, 

Departments and Agencies (MDAs) must hire the right people, develop people to deliver service 

quality, provide the needed support systems, and retain the best people. A major strategy for 

improving service delivery as outlined in Makanye (2013) include training and development in 

line with, total quality management, organizational strategic management, and the Lean Six 

Sigma strategy.  

The Total Quality Management (TQM) is a management process that allows holistic view of any 

organization setting such that all the staff across board are strengthen for effective flow of 

service delivery across all department and units within the organization. The lean six sigma 

strategies combine the minimization of resources wastage with efficient problem solving when 

service is being delivered. The Principles of Lean Six Sigma is broadly premised around 

focusing on the customer; identifying and understanding how the work gets done, that is the 

value stream; managing, improving and smoothing the process flows; removing non-value-added 
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steps and wastage; involving and equipping the people in the process, and undertaking 

improvement activity in a systematic way. 

 To remain viable, efficient and effective in responding to the dynamic needs of the citizen, 

government has to embrace the concept of a ‘lean’ government. This means a government that is 

run in partnership with all stakeholders, and one that focuses on promoting the advancement of 

the private sector and citizens through a well-managed policy and regulatory environment. This 

involve matching the adequate number of human resources needed to manage each agency with 

the size of the activities in the agencies. In most cases, government offices are over staffed, 

which culminate into bogus budget and inefficiency. In most cases, partnership with private 

sector in delivering certain services may be considered for efficiency.  

 

Some countries have initiated and driven public service efficiency through the notion of 

commercialisation. Australian for instance has driven the public service delivery in line with 

commercialisation principles since the 1980s, Dixon, Kouzmin and Korac‐Kakabadse (1996). 

Commercialisation in this context could be seen as a process where markets are established for 

selected public sector goods and services in order to increase competitive pressures on Suppliers, 

in this case the public sector agencies. However, a major factor that drove the desire of Australia 

to engage in the process stemmed from a desire to enhance the revenue base for government. In 

this way, commercialisation may be concerned both with delivering services on a commercial 

basis to increase efficiency through competitive mechanisms and reorienting budgetary processes 

and funding regimes to a more commercial focus to achieve cost savings. 

 

However, when argument for utilising market principles in the public sector is tailored in this 

direction, there is an assumption that the market is an efficient and appropriate allocative 

mechanism for distributing public sector goods and services. However, Wanna, O'Faircheallaigh 

and Weller (1992) argue that government services and resources have become commodified and 

merchandised in order to develop a notion of market price for providing products and services. In 

effect, there is an assumption that a price can be fixed for all public goods and services. 

Meanwhile, the notion of a public good and the public interest remains problematic in adopting 

market solutions to service provision. This is because it is difficult to separate pure community 

service responsibilities from the services that are qualified for pure market principles. In all, the 

idea of using a strategy of commercialization to drive public service delivery is expected to 

develop private sector management techniques and processes to create a more efficient and 

effective public sector, but may be confronted with the challenges associated with pure public 

goods. 

 

4. INSTITUTIONAL REFORM FOR COMPETITIVE AND EFFICIENT SERVICE 

DELIVERY  

The fundamental reason for rapid and rigorous reforms across the world is to respond to the 

challenges posed by the emergence of globalization. The immediate need for quick compliance 

with the new world order was brought to bear as a result of four key factors, the expansion of 

economic activity beyond a national boundary; the liberalization of international trade; the 

growing importance of international financial flows; and the growth of information and 

communication technologies, N’diaye (2001). The new development in the global economic 

space almost completely changes the world economic system from how it used to be. 

Meanwhile, in opening up new prospects for economic growth on a global scale, the new world 

economy arrangement presents very difficult task for the developing economies especially the 

countries in sub-Saharan Africa. It was acknowledged that the region of sub-Saharan Africa only 

accounted for less than 2 percent of the entire global trade. In most cases, the meagre foreign 
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capital that came into the region has been contingent on investors being granted monopoly rights 

and protection from competition. The continent however needs to rethink the way out of socio-

economic environment that could reposition it as true competitors and thus realize its true 

potential in the global economy. However, for this to occur, government must promote vigorous 

reform in the four key areas identified by N’diaye (2001) which include; 

 

Stabilizing the macroeconomic variables:  

Macroeconomic variables are the key indicators to access the quality of an economy among the 

committee of nations. It provides objective bases for cross national comparison and is the signal 

strength of an economy. A major focus of any global player is to design strong environment for 

the stability of each of the variables. For instance, a country must ensure that all factors causing 

high inflation rates, unproductive spending, fiscal imbalances, and large balance of payments 

deficits be effectively contained. When these are achieved, it would be easier for the government 

to devote more resources to the construction of adequate infrastructure such as roads, seaports 

and airports, electricity, and water among others. Also the government would be able to 

consolidate development in education, health care, water, sanitation and hygiene among others 

and be able to fight poverty and inequalities appropriately. 

 

Reducing the size of the public sector:  

Government engagement in business enterprises has been accessed to be inadequate and 

inappropriate for governance process. Reform initiative is critical in order to ensure that 

government at all levels needs to withdraw from business and commercial sector and devote 

sufficient time and resources to the delivery of essential public services. A critical tool to achieve 

this is for government to privatize inefficient public enterprises. In terms of structure and 

commitment, the private sector is far better equipped than the government to effectively manage 

commercial activities, because the private sectors flexibility in decision making, result oriented 

goal and profit making is not congruent with what is obtainable in the public sector structure. It 

also has more capacity to effect changes. In promoting private sector led system, the reforms 

must be guided by desire to liberalize business and economic activities in a free competitive 

environment.   

 

The policies in this area should institutionalize the process that would allow market forces to 

determine prices, thereby encourages healthy competition among business enterprises which 

enhances innovation and development. The fair play in the business and economic activities 

would pave way for foreign investment flow and enhance international trade.  

 

Good governance: 

Governance structure is at the center of coordination of all reforms and how effective or 

successful any policy would be depended on the efficiency of governance system. It is believed 

that a major problem of developing countries is poor governance structure. Thus, any governance 

reform should address few key issues. First, transparent governance which require government 

making adequate information to the public on the decisions of the government and adequate 

justifications for each step taken.Second, simplified processes and procedures in every activities 

and operations of MDAs such that administrations in all spheres should be as simple as 

possible.Third, institutionalized accountability among the public officials, such that erring should 

be attached to penalty.Fourth, effective fight against corruption among the civil and public 

servants and in the economic system as a whole. Institutionalizing appropriate conduct and 

discipline would promote healthy competition and promote economic efficiency. Fifth, legal 
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system should be free from political interference, in other words, independence of judicial 

system should be made sacrosanct. 

 

5. INSTITUTIONAL REFORMS AT THE SUB-NATIONAL LEVEL:  

THE STATE OF OSUN EXPERIENCE 

The state of Osun is a typical case study of rigorous institutional reform aiming at complete 

overhauling of the structure of governance and administrative processes in the public sector. The 

state of Osun like every other typical public sector in developing countries was confronted with 

various challenges. The structural deformity of the institutional setting was obvious on the 

inception of the office by the immediate past governor of the state, Mr. Adesoji Aregbesola.   

The existing governance and administrative frameworks of the state was fraught with strucutural 

inadequacy prior to his inception of the office. This was obvious and the implication for efficient 

and effective service delivery were noted. Some selected restructuring was effected immediately. 

However, due to relatively long term period for effecting changes, no comprehensive 

overhauling and pragmatic restructuring was effected until towards the end of the first term of 

the administration. The danger of limited comprehensive coordination of governance activities, 

thus culminated into the decisive step of Mr. Governor to create a separate coordinating unit with 

a full fledge recognition as a ministry, as against the hitherto standalone department of budget, 

which was subsumed within the finance ministry with scanty operational activities. The Ministry 

of Economic Planning, Budget and Development was eventually created to serve as the 

Coordinating Ministry for the development architecture of the State and I was privileged to serve 

as the first commissioner of the Ministry. I had the Mr. Governor’s mandate to strengthen the 

ministry towards effective coordination of the state reforms in a way to upgrade the state to a 

global standard. 

 

Two broad areas of reforms were initiated which include institutional reforms and public 

financial management reforms. The institutional reforms touches on key issues such as the 

development of new pragmatic and results–oriented frameworks, clarification of objectives and 

administrative structures, focusing on goal-oriented competencies and skills development, 

promoting professionalization and improved morale and design of code of conduct for public 

sector ethics. Meanwhile, the Public Financial Management Reforms support the frameworks for 

Public Procurement; auditing and effective Monitoring and Evaluation system; aggregate control 

of the public resources and service delivery; prioritization in resource allocations and effective 

mechanisms for accountability and managing efficiency. 

 

It is noteworthy at this juncture to reiterate that championing a reform is a herculean task with 

multifaceted challenges. Reform is not a one-man assignment, in fact its success depends largely 

on the buying-in of most, if not all the parties to be involved in the implementation process. 

Meanwhile, change is difficult to effect, which culminated into the initial hostility among the 

major stakeholders in the State. The huge resistance slowed the initial progress. Another major 

challenge was how to constitute a committed team of human resources to form the bureaucracy 

for the newly created ministry, people to champion the reform process among others. It took 

doggedness and determinations to secure the right set of people and get the reform process in the 

limelight. However, after a long time of persuasion, sensitizations, seminars and workshops, the 

stakeholders started giving their supports to the new waves of development order. It was thus, a 

huge success for the newly created ministry to get the State’s Ten-year Development Plan (SDP) 

launched in the eighteenth month of establishment of the Ministry of Economic Planning, Budget 

and Development. 
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It is recalled that the SDP was launched on the eve to the end of the second term administration 

of Governor Rauf Adesoji Aregbesola. the flexibility, inclusiveness and comprehensiveness of 

the newly developed State Plan was developed for ease of adaptation and usefulness regardless 

of time and agents of implementation. The State Development Plan is a blueprint document that 

was develop to serve as mirror and administrative guide for any government regardless of 

political affiliation. The Plan document was developed using enormous creativity and 

inclusiveness with wide range of consultation across all spectrum of key stakeholders in the state 

with prominent roles played by the opposition parties. All was done to ensure the ownership of 

the plan document beyond any single administration or political affiliation.  

 

The first litmus test on the viability of the SDP document came with the emergence of Governor 

Adegboyega Oyetola led administration. The programs and projects of Governor Oyetola are 

premised on people’s needs as contained in three main documents written independently based 

on the identified needs of the people of the State. The first document is the Mr. Governor’s 

Manifestos which contains his covenanted mandate for the people of the State of Osun which 

was developed at the onset of his campaign to lead the State. The second document is the 

independent Citizens’ Need assessment document which was generated by independent agency 

through the support of the World Bank to elicit information from the people of the state at the 

local government and ward levels highlighting the specific needs they would want the 

administration of Governor Gboyega Oyetola to address during his term in the office. The third 

document is the reports of the specific requests of the people of the state of Osun at the 

community levels as highlighted during the Mr. Governors Thank You tour across the state on 

the appreciation of his election as the Governor of the State. The three reports were synchronized 

into a single document to form the administrative document for the State.  

 

The new administrative document was aligned with the SDP document to ensure consistent, 

accountable and coordinated governance, towards the ultimate ten year targeted goals of the state 

as contained in the State Development Plan (SDP). On the premise of well aligned program and 

projects, the first year implementation of the SDP was a huge success. 

 

More also, recounting on the success of Structural Reforms so far, the sectors coordination 

activities in the state has been invigorated with the effectively reorganization of the State 

Planning Commission into a full fledge department within the Ministry of Economic Planning 

and Budget and currently it has been well positioned for effective service delivery.  A critical step 

in setting the pace is the professionalization of Planning Cadre which paved the way for 

designation of some staff as planning officers in the State backed by capacity building to deliver 

on the new roles and responsibilities. Currently, each of the Thirteen sectors in the state has 

sector manager who works with each to provide direction for the sectoral activities, so as to 

ensure consistent operations in line with the global goals of the state as contained in the State 

Development Plan. 

 

In addition to the new planning department with Economic Intelligent Unit and previously 

existing Budget Department, few other departments were newly created which include, 

Monitoring and Evaluation Department, Development Cooperation Department and Department 

of Planning, Research and Statistics in all the MDAs among others were created for effective 

coordination of the State’s development activities. 

 

Meanwhile, in order to ensure effective Public Financial Management (PFM) reform and Policy-

Plan-Budget linkages, key documents were reviewed and some others were developed to 
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compliment the State Development Plan. The critical ones among them include, Medium Term 

Sector Strategies (MTSS) which specifies the sectoral mandate on the basis of which each 

sectoral capital projects and programs are designed, scored and prioritized for fiscal efficiency 

and effectiveness. Another document is Multi-Year Budget Framework (MYBF) which is 

designed in terms of rolling budget with medium term views of the budget trends to ensure 

adequacy and consistency in budget which forestall the issue of abandon projects.  Medium Term 

Expenditure Framework (MTEF) is another key document which assist in overviewing of the 

expenditure forecast based on key macroeconomic outlook and expected values of key variables 

to be able to align the expenditure with predetermined development direction. Budget Manual 

was also drafted and published to assist the coordinating ministry and all MDAs stay on top of 

annual budget for timely completion of the budget process before a new fiscal year begins.  More 

also, the Implementation Plans for the State Development Plan was also designed and 

documented as a reference point to prevent implementation divergence.  

 

The new PFM reform has drastically changed the outlook of the fiscal management in the state 

within the short-term of the implementation with a complete transition from zero-based 

budgeting to policy based budgeting. It is now an institutionalized process in the state to ensure 

orderliness and sectoral participation in the annual budgetprocess. The developmental process is 

also smoothened with the initiation of multi-year perspective in fiscal planning, expenditure 

policy andbudgeting. The new reform has also helped in predicting the availability of funds for 

commitment of expenditures and control of budget execution. The State payroll is now being 

effectively controlled, while the procurement process now ensure value for money. Budget 

reports are now generated timely and regularly. The state now has clear structure for external 

audit and legislative scrutiny of the annual budget law.  

 

In conclusion, it is noteworthy to state that actualization of reform is a tedious process that is 

closely associated with doggedness of visionary leadership; home-grown initiatives that fits into 

the local context; forging a results-based spirit; development initiatives that are designed to 

improve institutional and individual capacity for efficiency and effectiveness; development of 

platform for effective policy coordination and engagement with development partners among 

others. Therefore, it is possible to alter both the economic structure (or institutions) of production 

and institutions of exchange (legal framework) for effective service delivery and improved 

welfare for citizens in time and space with strong political will, inclusive and participatory 

governance strategy, effective collaboration with all stakeholders and development partners and 

ultimately, with God on one’s side. 

 

6.  CONCLUSION 

This paper critically examined the meaning and interrelationship among the institutional reform, 

public sector structure and service delivery in a way to define how a nation could operate 

effectively in a competitive world. It has been identified that several reasons could require 

staging reform process. In some cases, reform is essential to bridge the governance transition 

from military rules to democracy, in some other cases, such as in China, reform was staged in 

1980s to decentralize its highly centralized economy. More so, in the underdeveloped and 

developing countries, any systemic governance problems and challenges may require specific 

reform to normalized abnormalities. However, in whatever case, it has been shown that reforms 

are meant to enhance service deliveries. In other words, the efficiency of reforms would be 

assessed based on the degree of accountability and impact it has on the citizens. If this would be 

achieved, the paper identified four key issues that a reform must comply with which are; public 

service provision should be mission-oriented as against the conventional notion of profit 
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maximization used in the case of private sector. Second, accountability in public service delivery 

applies to the political, bureaucratic as well as market spheres. Third, competition from private 

organizations should induce public organizations to get their act together. Finally, utilization of 

resources on the evaluation of policies is a crucial part of effective public service provision. 

The paper thus, employed the reforms in the State of Osun, Nigeria as a basis to justify the 

possibilities of drastic change in service delivery and improvement in accountability if the 

reforms are taken through appropriate processes and are effectively implemented. 
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Abstract 

This study examined the extent of segment information (mandatory and voluntary) 

disclosure in the annual reports of deposit money banks in Nigeria and provided 

empirical evidence of the banks’ compliance (in percentage) with International 

Financial Reporting Standard 8 (IFRS 8). Data were sourced from the annual reports of 

all the 13 deposit money banks listed on the Nigerian Stock Exchange as at December, 

2019.The segment disclosure checklist consisting of 43 items was used to assess the 

segment disclosure levels of the observed banks. Data collected were analyzed using 

descriptive statistics such as tables and percentages. The study found that the level of 

segment information dissemination in the annual report of deposit money banks in 

Nigeria is still low given an average total disclosure level of 0.43. It was also observed 

that banks in Nigeria disclosed more of mandatory segment information with a mean 

value of 0.69 as against the voluntary disclosure of 0.26.The study therefore concluded 

that depositmoneybanksinNigeriahaveonly provided adequate level of mandatory 

information about their segments in their annual reports while voluntary information 

was minimally provided. 

 

Keywords: Segment Information Disclosure; Mandatory Disclosure; Voluntary 

Disclosure; IFRS; Annual Reports. 

 

1. INTRODUCTION 

Segment information disclosure is at the moment considered imperative, much more than before 

in the field of financial accounting as information about a unit of a firm is important as the 

information about the whole (Botosan, 2006; Andre, Filip & Moldovan, 2016; Lai, Liu & Wang, 

2016). In view of the introduction of IFRS 8 in 2010 as a guide for global financial reporting 

practices, researchers in the field of financial accounting have therefore developed keen interest 

in segment disclosure as they have continuously investigated the extent of firms’ compliance to 

the current acceptable International Financial Reporting Standard around the world. This 

continuous research in firms’ financial disclosure practice is contingent upon several corporate 

scandals in time past, which have made investors to lose confidence in the financial reports of 

firms. Inadequate disclosure thus manifests from the various financial reporting activities of 

firms, one of which is the inadequate disclosure of operating or reportable segment’s 

information. 

 

An operating segment, according to IFRS 8, is defined as a constituent of a firm that involves 

business operations, which is capable of generating 10% revenues or loss of the whole firm’s 

revenue and expenditure. Such constituent is considered a reportable segment only when the 

revenue or loss incurred by the constituent is significant to the tune of 10% or more of the 

aggregated revenue or loss of the firm (International Accounting Standard Board, IASB, 2010). 

mailto:dolaposule2@gmail.com
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In a clear sense, segment reporting is the dissemination of financial information to stakeholders 

about the operating segments of a firm (Shehata, 2014; Owusu-Ansah, 1998). This can either be 

voluntary or mandatory release of information about firms’ segment financial position and 

performance. The mandatory disclosure of segment information is the dissemination of 

information about the financial position and performance of a segment to stakeholders in 

compliance with the provision of law. While on the other hand, voluntary disclosure of segment 

information means the additional or discretionary information about the financial and non-

financial activities of a segment, which the management of a firm provides to shareholders 

(Meek et al. 1995). 

 

Globally, many firms are diversifying into different geographic and business segments. This is 

because advancement in technology, population growth, increased economic activities have 

prompted the need for business expansion across the world, Nigerian banking sector inclusive. In 

the last decade, Nigerian banking sector has diversified and expanded vastly with a number of 

geographic and business segments. This study focused on depositmoney banks because of the 

significant roles theyplay in economic development and growth and the vast dispersion of their 

segments. More importantly, banks in Nigeria have large pool of investors who may have lost 

confidence in the financial reporting practices of these banks due to past financial scandals that 

resulted in different takeovers, mergers and acquisitions of some insolvent banks and liquidation 

of others. For instance, the consequent acquisitions of Intercontinental Bank and Diamond Bank 

by Access Bank in 2010 and 2018 respectively; Oceanic Bank by Ecobank in 2010 and Skye 

Bank by Polaris Bank in 2018 are clear indications of the deficiency in the disclosure practices of 

banks in Nigeria. The acquisitions or delisting of these banks from the Nigerian Stock Exchange 

remain indelible in the minds of investors, most especially those who suffered huge financial 

losses. In view of this debilitating experience of wasted investment, investors in Nigeria 

welcomed, with much enthusiasm, the mandate for firms to disclose segment information 

(Adelegan, 2019; Aminu & Hassan, 2016; Ajide, 2017). 

 

The extent of segment disclosure provided in the annual reports of firms in Nigeria remains an 

ongoing issue in literature as findings in this area of research continue to differ depending on the 

variables involved, environment, methodology and the measure of firms’ performance adopted 

by researchers. Some studies on firm disclosure in Nigeria focused on its relationship with cost 

of capital, corporate social responsibility, voluntary disclosure, company age, corporate 

governance and firms’ characteristics (Uwuigbe, 2011; Ibrahim & Jafar, 2013; Akinpelu, Ogunbi 

& Olaniran, 2013; Agboola & Salawu, 2012; Okoye & Adeniyi, 2018; Akinlo & Sule 2020). 

Similarly, some empirical inquiries have also revealed that Nigerian companies’ disclosure levels 

have been inadequate over the years. (Adeyemi & Fagbemi, 2010; Wallace, 1988; Adeyemi & 

Asaolu 2013; Umoren, 2010; Damagum & Chima, 2013). 

 

However, few studies delved into the extent of segment information disclosure in Nigeria, most 

especially the banking sector. One of the exception to this was the study by Odia and Imagbe 

(2015), who researched into the determinant of segment information disclosure by Nigerian 

banks after the adoption of IFRS. It would have shared the same purpose with our findings in this 

study, but for some salient differences, such that it utilized both primary and secondary data. The 

findings in the study by Odia and Imagbe (2015) could be subjective as they partly relied on the 

opinions of individuals who responded to questionnaire in determining segment information 

disclosure of Nigerian banks instead of relying on disclosure index that could adequately capture 

segment information from the banks’ annual report. Since annual report is the conventional 

reporting avenue for every bank, we expect that it should be the major basis for evaluating the 
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reporting practices of banks. Our analysis therefore departed from this as it adapted a robust 

disclosure checklist to examine the extent of segment information disclosed by deposit money 

banks in Nigeria. It is then expected that a significant disclosure policy of the banks will reduce 

information asymmetry and help restore investors’ confidence in the industry. 

 

2.  LITERATURE REVIEW 

 Elsayed, Ammar and Mardini (2019) have researched on the impact of “enterprise resource 

planning” (ERP) consumption involvement and segment reporting on corporate performance in 

the UK setting by assuming the decision usefulness theory. The study examined the effect of 

utilizing firm’s resources planning system (RPS) differently and collectively in relation to 

information available through segment reporting, post IFRS 8, on the performance of firms in the 

UK. The study was based on the “financial-times-stock exchange” with 100 selected samples 

over the period 2013-2017 using textual analysis. The study also utilized information available 

on UK compustat after considering endogeneity problems. The study revealed that a direct 

relationship exist between compustat indicators, firm’s resource planning system and segment 

reporting.  

 

In a similar study, Hollie and Yu (2015) studied perception on segment reporting choices and 

segment reconciliations and they reported that segment information disclosure maintained a third 

position in SEC comment letters. The authors reviewed the pattern of segment reporting as it 

relates to segment reporting choices, segment reconciliation and the present issues as the level of 

segment information disclosure differs across organizations. They argued that every segment is 

expected to distinguish income or revenue from geographic and industry segment. Regulators 

were moved towards reassessing segment reporting due to concerns raised by users of financial 

statement over deficiencies in segment reporting practices. It was further stated that investors 

have argued that companies should present segment information according to the manner in 

which they manage and structure operations in both business and geographic locations. 

According to them, the new SFAS 131 presented a new paradigm for disclosure known as 

“management approach” which requires firms to disclose financial performance according to 

different operating segment (Hollie & Yu, 2015).  They further explained that IASB 

(International Accounting Standard Board) issued IFRS 8, which also incorporates the 

management approach earlier introduced. The authors concluded that it is important that 

management considers critical enquiry into segment reconciliation because it gives upper level 

management the ability to monitor segment managers as they may have incentives to manipulate 

segment earnings rather than overall profitability (Hollie & Yu, 2015).  

 

In a different setting, Mateescu (2016) observed the segment disclosure practices of Romanian 

quoted firms with the aim of analyzing the extent of segment information disseminated, as well 

as the factors that influences high information dissemination. The study analyzed 10 non-

financial firms listed on the Bucharest Stock Exchange. Using a four-point Likert scale, the 

researcher assessed the level of compliance of the observed firms. The compliance level was 

rated in this order: (1) co-compliance (2) low compliance (3) medium compliance (4) high 

compliance. In a similar study, Ettredge et al. (2002) revealed that big companies in a greatly 

populated business environment present more aggregated information under the Statement of 

Financial Accounting Standard 14 (SFAS 14) and their motivation under SFAS 131 is driven 

majorly by proprietary cost. This position was further justified by Wang et al. (2016) as they also 

identified that proprietary is a major driver of motives for withholding segment information in 

order to conceal segment earnings and protect segment growth.  
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Precisely, Tsakumis, Doupnik, and Seese (2006) suggested that firms with tendency to 

experience competitive disadvantage masks geographic information while Ellis, Fee, and 

Thomas (2012) complement it by reporting empirical evidence that proprietary cost is usually 

high for companies that do not conceal their business-customer identities. By employing samples 

generated across countries, Nichols and Street (2007) revealed a significant and negative 

association between diversified firms segment information and abnormal profit which portends 

that managers conceal segment information by exploring the disclosure discretion latitude in the 

hitherto International Accounting Standard 14 (IAS 14) to mask excess profit. Heo and Doo 

(2018) observed the impact of segment information dissemination by Korean firms on analysts’ 

earnings predication accuracy or correctness of such information. The study thereforefocused on 

the aggregated earnings prediction/projection consisting of 11084 predictions or projection 

consisting of 11084 predictions from 2012-2015. Data used were obtained from Korean Stock 

Exchange and TS2000 database. In line with previous studies, the study by Heo and Doo (2018) 

concluded that analysts have the ability to make more precise earnings predictions when 

companies disseminate more disaggregated financial information on segment basis. 

 

From a Malaysian perspective, Mutalib and Jaafar (2019) examined segment reporting practices 

and its determinant. The study focused on the level of segment information dissemination among 

Malaysia quoted companies. The companies used for the study were selected based on the 

implementation of the Malaysian segment reporting and disclosure regulation. The relationship 

between firm peculiarities and the extent of compliance with the segment regulatory standard 

was also factored in, utilizing content analysis method, a total sample of 97 quoted firms 

extracted from Malaysian bursa information database. The result of the study by Mutalib and 

Jaafar (2019) revealed that the observed firms reported 73% operating segment operations, 

which suggested that most disclosed items were profit and loss, and external proceeds at 8.56%, 

correspondingly. Furthermore, the highest segment disclosure diversity was discovered to be 11 

out of 16 disclosure items. With these, only 20.26% of the examined firms were found to comply 

with disclosure items varieties. Also, the findings revealed that disclosure extents vary among 

firms in Malaysia with respect to standard compliance. These could be because segment 

reporting level, to a large extent, is still determined by firm’s management. And the decision to 

disclose segment information is mostly influenced by the firm’s activities and business 

environment in Malaysia. In conclusion, it appears the public quoted firms in Malaysia have not 

fully complied with the segment reporting regulations in the country. 

 

In consonance with Shehata (2014), in a study titled, “Theories and Determinants of Voluntary 

Segment Disclosure,” he identified two drivers of disclosure, which are motivation and 

constraints. The uniqueness of this study compared to previous researches is the ability to 

identify motivation and constraints as the new determinants of disclosure, which are quite 

different from the determinants earlier explored by previous researchers such as proprietary cost, 

agency cost, leverage, firm’s size etc. The study in addition to the two determinants also 

reviewed the relation of voluntary disclosure to other theories like: agency, legitimacy, signaling 

and capital need theory. The study therefore provided more facts about the theoretical 

characteristic of voluntary disclosure in addition to the common theories presented in previous 

studies. Based on the findings by Shehata (2014), the determinants of voluntary segment 

information are categorized under motivation and constraints, implying that the incentive to 

disclose information voluntarily is predicated on how motivated managers are to disclose, and 

the factors constraining or limiting them from disclosing. In Nigeria, Ibrahim (2014) explored 

the impact of firm’s characteristics on the extent of voluntary segment information disclosure in 

Nigeria with emphasis on large firms listed on the Nigerian Stock Exchange. Also, credence was 



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

27 
 

given to those firms with high capitalization. Capturing a total sample of 76 companies, he found 

evidence that firm’s size and industry type have positive relationship with voluntary segment 

information dissemination. Furthermore, the study also provided evidence that there is a negative 

connection with voluntary segment information disclosure and firm’s age, ownership, 

diversification, return on investment, as well as growth. 

 

3. METHODOLOGY 

The extent of segment information dissemination by the sampled banks was assessed by 

critically distinguishing between mandatory and voluntary segment information. Mandatory 

segment information forms part of the requirements of IFRS while voluntary segment 

information are optional and based on the discretion of a firm. The study used two different 

disclosure checklists constructed by Mardini et al. (2013) and Pelaez (2010). This was to give 

room for robustness of the segment disclosure index and to elaborate the disclosure indices used 

by previous researchers in analyzing the extent of segment information disclosure by firms. 

Mardini et al. (2013) constructed the disclosure checklists based on the requirements of IFRS 8 

and the Jordanian corporate Disclosure Index (JCDI), while Pelaez (2010) disclosure indices 

were adapted from Francis et al. (2008). Mardini et al. (2013) and Pelaez (2010) asserted that in 

a low segment information disclosure environment like Jordan and the Spain, the gap in the 

extent of disclosure will be significant among firms compared to high disclosure environment in 

the developed countries like the US. The indices are considered suitable and adaptable for 

Nigerian banks because the information disclosure culture in Nigeria is deemed low as observed 

in previous studies by Asaolu and Adeyemi (2013) and Okike (2000). The total disclosure 

checklist consist of 42 itemsout of which 16 are mandatory disclosure items and 26 are voluntary 

disclosure items. The score for each bank were measured over 42 disclosure indices using a 

binary coding system. This implies that the presence of a disclosure item scores 1 while an 

absence of the same will be allocated zero (0). 

 

3.1 Measurement of Variables 

The models below were proposed and used by Mardini et al. (2013) to measure the extent of 

segment information disclosed by firms in Jordan. We draw from these models to motivate the 

assessment of the disclosure levels of the observed deposit money banks in Nigeria. The three 

disclosure stages for identifying the level of segment information disclosed by the banks are 

therefore listed below: 

1. Mandatory Segment Information Disclosure  (MSID) 

2. Voluntary Segment Information Disclosure  (VSID) 

3. Total Segment Information Disclosure  (TSID)   

 The disclosure score for a firm was determined by adding the score for the different items 

and therefore divide them by the total number of items included in the disclosure index (n). For 

instance MSID, VSID, or TSID = 1 If the item is disclosed and 0 if otherwise. In furtherance,  

nis the total number of items applicable for a firm; this total number (n) is made up of m 

Mandatory items and v Voluntary items of segmental information provided by a firm. The 

breakdown therefore provided insight on the extent of mandatory and voluntary segment 

information disclosed by the observed firms and at the end, the total disclosure of the firms. 

1.                                    𝑀𝑆𝐼𝐷 = ∑ =
msidi

m
…………………………… . . (1)

𝑚

𝑖=1
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       2.                                    𝑉𝑆𝐼𝐷 = ∑ =
vsidi

p
…………………………… . . (2)

𝑝

𝑖=1

 

 

 

        3.                                            𝑇𝑆𝐼𝐷 = ∑ =
tsidi

n
…………………………… . . (3)

𝑛

𝑖=1

 

 

4. RESULTS AND DISCUSSIONS 

The study analyzed the data obtained from the annual financial reports of the banks and the result 

in table 1 shows that the observed banks, on the average, disclosed 0.43 of the total disclosure 

items used to assess the extent of segment information dissemination by them. This implies that 

the segment information disclosure level of the banks is still low. This may be as a result of the 

level of compliance with mandatory information by banks which is higher compared to voluntary 

disclosure. The foregoing is evident in the mean result for mandatory disclosure, which is 0.699.   

This high mandatory mean score is a great indicator that the banks complied significantly with 

the mandatory requirements for segment information disclosures as stipulated in IFRS 8. The 

undisclosed part of the mandatory information is partly because few banks like Wema Bank, 

Union Bank only disclosed geographic segment information because they do not have business 

segments. Otherwise, the average mandatory disclosure score for the banks would be higher. A 

further analysis of the table indicates that the banks’ average voluntary disclosure is 0.26, this 

value is quite low compared to the mandatory disclosure mean value of 0.699. This therefore 

reveals that the banks did not disclose adequate voluntary segment information. This finding is in 

tandem with the findings of He, Plumlee, and Wen (2018).  

 

Table 1:   Descriptive Statistics about the Disclosure Variables in the Study 

  

          

MSID 

         

VSID 

TSID 

 Mean  0.699176  0.267963  0.432234 

 Median  0.687500  0.269231  0.428571 

 Maximum  1.000000  0.346154  0.547619 

 Minimum  0.562500  0.192308  0.357143 

 Std. Dev.  0.131733  0.041524  0.050436 

 Skewness  0.525406  0.491687  0.114344 

 Kurtosis  2.057345  2.907723  2.645179 

    

 Jarque-Bera  7.556046  3.698919  0.675658 

 Probability  0.022868  0.157322  0.713317 

    

 Sum  63.62500  24.38462  39.33333 

 Sum Sq. 

Dev. 

 1.561813  0.155179  0.228938 

    

 Observations  91  91  91 
 

Source: Authors’ Computation, 2020 
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4.1  RESULTS BASED ON THE DISCLOSURE INDEX  

The extent of segment information disclosure was measured for 13 banks based on 42 disclosure 

checklist. The disclosure checklist consists of 16 mandatory items and 26 voluntary disclosure 

items. The study reveals that the extent of segment information disclosure by banks in Nigeria is 

still low. Table 2 gives information about the level of segmental items disclosed by the banks in 

percentage. The values for each disclosure item were calculated using the models in equation 1, 

2 and 3.  Table 2 showed that the observed banks disclosed more mandatory information than 

voluntary information. This is expected because they are mandated to disclose such information 

by law, hence, the higher mandatory disclosure level. Nevertheless, the banks did not score 

100% disclosure based on the disclosure index used. On the one hand, some of the banks only 

have geographic segments information while on the other hand, some have and reported both 

geographic and business segments information. That is why the score for business segment is 

higher with 78% while that of geographic is lower at 67%. Interestingly, all the observed banks 

provided 100% information about profit per segment. This is commendable as information about 

segment profit is very important in evaluating the worth of a firm. However, it is quite expected 

because it is a mandatory disclosure item. A further analysis showed that segment’s assets and 

liabilities have the same percentage score (84.6%). This is because all the banks that disclosed 

segment assets information also disclosed segment liabilities information. Information on 

internal segment revenue was also high at 90%, which is quite significant compared to 

information regarding the bank’s external revenue reported at 51.6%. Sale per segment, sales net 

per segment and sales net per segment note were reported low at 30.76%, 15.3% and 15.3%, 

respectively. This is probably because the banking sector deals in less physical products unlike 

other sectors.  

 

Furthermore, the banks disclosed adequate information about depreciation and amortization 

(78.02%) as well as income expense (82.4%). Unsurprisingly, basis of intersegment pricing was 

very low at 6.5%. It is also not unexpected since it is a voluntary disclosure item rather than 

mandatory, and many of the observed banks did not disclose information in that direction. 

Similarly, the banks disclosed little information about the following disclosure items: profit from 

associates and joint venture (20.8%), segment major customer (26.37%), capital expenditure 

(10.9%), reserves (10.9%) and investment (7.7%). Moreover, the banks disclosed no information 

at all about the following voluntary segment disclosure items: intangible assets, capital 

expenditure note per segment, customer name per segment, employees per segment, employees 

per segment note, equity in earnings per segment note, R & D per segment, and geographic 

segment area code. 
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Table 2 

Descriptive Statistics about the Disclosure Index in the Study 

IFRS requirements Mandatory Segment 

Disclosure (%) 

Voluntary Segment 

Disclosure (%) 

Business segment name 78.02  

Geographic segment name 74.7  

Profit per segment 100  

Segment assets 84.6  

Liabilities per segment 84.6  

Segment Revenue (internal) 90  

Segment Revenue (external) 51.6  

Equity in Earnings per segment 26.3  

Sales per segment 30.76  

Investment in equity per segment 15.64  

Interest Expense 65.9  

Depreciation and Amortization 78.02  

Income tax expense 82.4  

Other non-cash exp. 63.7  

Segment (major product) 100  

Reconciliation to consolidated 

account 

74.7  

Geographic  Revenue (internal) 100  

Basis of Inter-segment pricing  6.59 

Interest Revenue  73.6 

Profit from associates and joint 

venture 

 20.8 

Segment ID  100 

Segment  major customer  26.37 

Entity-wide (products and service)  89 

Capital Expenditure  10.9 

Net cash flow   34 

Reserves   10.9 

Direct administration expense   25.3 

Investment  7.7 

Intangible Assets   0 

Revenue (internal)  82 

Business segment code  0.17 

Geographic segment ID  67 

Capital Expenditure per segment  10.9 

Capital Expenditure note per segment  0 

Customer name per segment  0 

Employees per business segment  0 

Employees per business segment note  0 

Equity in Earnings per segment note  0 

R & D per segment  0 

Geographic segment Area code  0 

Sales net per segment  15.3 

Sales net per segment note  15.3 

Source: Authors’ Computation, 2020. 
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5.0  CONCLUSION AND RECOMMENDATIONS 

Based on the inquiry into the extent of segment information disclosure by deposit money banks 

in Nigeria, this study examined reporting level in two stages. First, the measured the score for 

mandatory segment information and voluntary segment information separately. We therefore 

documented that the banks provided adequate level of mandatory information about their 

segments in their annual reports while voluntary information was minimally provided. These 

observations helped us to draw inference that money deposit banks need to provide more 

voluntary segment information since mandatory disclosure cannot capture all the aspects of their 

segment activities and peculiarities. Furthermore, increased voluntary segment information will 

help the banks to reduce estimation risk and information asymmetry. When estimation risk is 

reduced, investors’ confidence tends to increase because they face less pay off uncertainty and 

they are willing to buy stock at higher prices. This study recommended to government and 

standard setters to broaden the disclosure requirements and enforce compliance across board in 

Nigeria.              
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Abstract  

The study analyzed the level of tax evasion in Lagos State, Nigeria, from 2009 to 2018. 

The study adopted secondary data, sourced from the response to official request from 

the office of Lagos State Internal Revenue Service. Descriptive statistical tools like 

percentages, tables, graphs, among others were used in analyzing the data. The findings 

revealed the existence of tax evasion cases in addition to eligible taxpayers that were 

not in the records of the tax authorities, but with mixed results for the relevant years. 

The study showed an upward/downward movement in the value of tax evasion of 

N20.29 billion in 2009 to N15.42 billion in 2018. The finding also reveals a mixed 

percentage increase for the respective years with 14.91% in 2009 to 4.87% in 2018 and 

additional eligible taxpayers brought into tax net of 234,142 in 2018. Thus, this 

confirmed the level of the efficiency of the tax process system in Lagos State. The study 

recommended that a more enforcement steps among others are still desirable for more 

revenuegeneration and tax evasion reduction.   

 

KEYWORDS: Efficient tax administration, Internally generated revenue, Tax 

compliance,Tax evasion 

 

1. INTRODUCTION 

Tax evasion is a global phenomenon and it is a deliberate criminal act of denying government the 

funds needed, in meeting her constitutional responsibilities. It is regarded as the failure of the 

eligible taxpayers to fulfil the expected tax obligations in accordance with the relevant laws. Tax 

evasion is not new, and it has been in existence for over twenty-five centuries (Nyang’au, 2016). 

In Nigeria, the tax laws include - Personal Income Tax Act, Companies Income Tax Act, and 

Value Added Tax Act, among others. In all of these, and despite the penalties and or 

punishments available through these Acts, corporate bodies and individuals in Nigeria still evade 

tax (Ogbueghu, 2016). In this wise, knowing that the major purpose of a good tax system is the 

raising of revenue for the government to finance vital expenditure on the goods and services 

provided by it, then less revenue will slow down the pace of economic and social development 

plans of the government (Okoye & Ezejiofor, 2014). It has also been established that evasion of 

tax is among the primary societal problems working against the growth of developing economies 

(Sikka & Hampton, 2005). In line with these assertions, the task then will be how the relevant 

agencies can successfully tackle tax evasion to bring more revenue for the developmental 

programs of the government.  

 

The states in Nigeria, however, have been facing the challenges of meeting up with their 

responsibilities in view of the decline in the revenue generated from petroleum products. The 

states have therefore looked inwardly to improve on their revenue through the Internally 

Generated Revenue (IGR). The IGR of the state government includes revenue from Personal 

Income Tax, among others and the level of these has been affected negatively by tax evasion. 

Consequently, evasion of tax has reduced government revenue drastically in Nigeria (Ogbueghu, 
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2016). The IGR was what Lagos State government majorly focused upon when in 2004, the then 

Obasanjo led federal government withheld her monthly allocations. Thus, Lagos State engaged 

the services of tax consultants to assist in the reduction of tax evasion with the expectation of 

improvement in government revenue. Consequently, the increase in the IGR with the use of tax 

consultants became clearer to the state government as to the existence of tax evasion. This was 

established from the increase in the monthly IGR of Lagos State from N600 million in 1999 to 

N23 billion in 2013 (Oseni, 2013). 

 

Despite the recorded improvement in the IGR of Lagos State over the years, there are still reports 

of tax evasion cases (Bayagbon, 2018). Thus, Lagos State was only able to realise a monthly 

average of N34 billion out of the N50 billion expected in 2018, representing 32% shortfall per 

month. Accordingly, the shortfall was majorly because of the non-compliance with the tax 

policies. It is in line with this that it became imperative to analyse the extent of tax evasion 

reduction in Lagos State for the period 2009-2018.    

 

2. LITERATURE REVIEW 

 

The Global Occurrence of Tax Evasion 

Tax evasion has been in existence since governments started imposing taxes and the literature of 

economics and public finance is replete with discourse and analyses of various aspects of tax 

evasion (McGee & Gelman, 2009). It has also been established that if the complete history of 

taxation was to be written through the experience of the practitioners as well as the postulation of 

the theorists, it is highly probable that the issue of tax evasion would be part of it, from the very 

first beginning (Sandmo, 2005). Consequently, irrespective of its value, tax evasion drastically 

reduces the number of annual budgets globally, and it is a universal phenomenon that has been in 

practice, both in the developed and developing nations (Mansor & Guruma, 2016). The tax 

evasion through illegal non-payment and underpayment of tax from 2001 to 2010 cost the United 

States of America about $3.09 trillion (McTigue, 2019, 2019; Dayan, 2017). It is also established 

that the average annual tax evasion in the US from 2008 to 2010 comes to about $458 billion per 

year — $406 billion after the Internal Revenue Service (IRS) pursues late payments and 

enforcement actions (McTigue, 2019; Merrefield, 2020).   

 

In the United Kingdom, Murphy of Tax Research U.K. in 2014, reported that the cost of tax 

evasion in the United Kingdom for 2013/2014 was 82.1billion pounds (Murphy, Tax Research 

U.K., 2014). Consequently, the efforts made to investigate, and tackle tax cheats protected about 

3.3 billion pounds from the hands of tax evaders (HM Revenue & Customs, 2017/2018 Annual 

Reports). The alarming rate of tax evasion has affirmed the beliefs that in as much as many tax 

payers comply with their tax obligations, there are several non-compliant ones, which has made 

tax evasion to substantially be occurring, costing billions annually (OECD, 2017). In Africa, tax 

evasion cases have been reported in South Africa, Egypt, Kenya, Zimbabwe, Tanzania, Ghana, 

among other nations. It has been established in the literatures that tax evasion and tax avoidance 

have been a challenge in many African countries including Tanzania, Egypt, South Africa, 

Ghana, among others (Nyang’au, 2016; Zaher, 2018; Ameyaw, Addai, Ashalley & Quaye, 

2015). It was reported also that 411 people were investigated for prosecution on tax evasion and 

88 cases were prosecuted with a success rate of 95% (SARS, 2018).  

 

Tax Evasion Matters in Nigeria 

Tax evasion in Nigeria occurs at all the levels of governance in Nigeria, but with little record of 

any celebrated prosecution. Modugu and Omoye (2014) opined that tax evasion method includes 
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acts of omission or commission of failure to pay tax; lack of submission of return; misstatement 

of items from returns; illegal reliefs claims; income understatement; documenting fictitious 

transactions; and the overstating of expenses, among others. In Nigeria, it is believed that the 

failure to render tax returns to the relevant tax authority is a common form of tax evasion 

(Modugu & Omoye, 2014).  

 

Consequently, it has been established that many eligible taxpayers in Nigeria have evaded taxes, 

which has contributed to the low level of revenue to governments. Thus, the rich and the elites 

evade the payment of taxes and at times seek the assistance of tax specialists for this ignoble act 

(Akhor & Ekundayo, 2016). The various tax laws in Nigeria also impose penalties and 

punishment on tax evaders. Despite this, there is hardly any reported case of a company or a 

person successfully prosecuted for tax evasion (Richards, 2017). Thus, the tax authorities seem 

not to be too inclined to take criminal actions against tax offenders, with a preference for civil 

action to recover the tax due, rather than pursue criminal causes that will lead to the conviction 

of tax offenders and payment of penalties (Richards, 2017, citing Kwaghkehe Lekwagh, op cit. 

57). Tax evasion in Lagos State, however, has been identified and reduced visibly with the 

engagement of tax consultants. This has contributed positively to the revenue of government in 

value and in number of eligible taxpayers. The efforts of the tax consultants positively influenced 

the IGR of the state with the record of additional N20.3bn in 2009 to N15.4b in 2018 (LIRS, 

2019). The taxpayers also increased from 4,174,927 in 2013 to 4,504,927 in 2014, showing an 

increase of 330,000 additional taxpayers (LIRS, 2019). This increased to 5,659,332 in 2018, 

showing that within 2013 to 2018, additional 1,484,405, eligible taxpayers have been identified 

by the government of Lagos State. Despite this, it is argued that the study of tax evasion is 

fundamentally difficult, primarily because there is no single source of information capturing all 

of it (Alstadsaeter, Johannesen & Zucman, 2018). 

 

Theoretical Framework 

This study is anchored on the Socio-political Theory. This theory accentuates that consideration 

should be given primarily to social and political objectives in the selection and the design of the 

relevant taxes (Ebimobowei & Ebiringa, 2012). According to these researchers, the design of the 

tax system should not be for the purpose to serve individuals’ selfish interest but to cure the 

many problems of the society.  

 

Empirical Review 

Studies are abounding on matters of taxation and most especially on tax evasion. These studies 

have been on both the developed and the emerging economies. Scholars have researched on the 

impact of electronic taxation on tax evasion reduction in Irag, determinants of tax evasion in 

Nigeria, Tax Evasion and the Law in Nigeria, and the the Phenomenon of Tax Evasion and the 

Need to Combat Tax Evasion (Al-Baaj, Al-Marshedi & Al-Laban, 2018; Ado, Mani, Goni & 

Mustapha, 2018; Nwocha, 2017; Comandaru & Paduraru, 2018). Scholars have also researched 

on the institutional factor approach to the issues, challenges, and the problems of tax evasion in 

Malaysia; the attitudes towards tax evasion in Turkey and Australia to determine the ethics of tax 

evasion; the examination of whether high tax rate and level of education are responsible for 

avoidance and evasion of tax; factors influencing the attitude of taxpayers to pay tax in Kerman, 

Iran; the determinants of tax evasion in Gombe State, Nigeria; a framework for detecting 

fraudulent activities in Edo State tax collection system using investigative data mining; and the 

role that can be played by moral reasoning and religion on the willingness to pay tax voluntarily 

by the tax payers  (Palil, Malek & Jaguli, 2016; McGee, Devos and Benk, 2016; Nyang’au, 



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

37 
 

2016; Pourkiani, Asgharpoor & Hosseini, 2015; Mansor & Gurama, 2016; Okoro, Oshoiribhor & 

John-Oyumu, 2016; Hashidu, Adamu and Isah, 2017). 

Thus, the level of the success rate by Lagos State on tax evasion detection with the engagement 

of tax consultants in the past ten years to 2018, is still the gap that this study wants to fil. This 

study will, therefore, provide the relevant information through descriptive statistics of the tax 

evasion detected, among others in Lagos State, Nigeria from 2009 to 2018.   

 

3. METHODOLOGY 

This study employed secondary data. Data were sourced from the publications of the Lagos State 

Internal Revenue Service (LIRS). The data were analysed using table, percentages and graphs.          

 

4. RESULTS AND DISCUSSION OF FINDINGS 

This study examined the level of tax evasion in Lagos State from 2009-2018. The data obtained 

from the correspondences with the LIRS were analysed. Although, there are studies in the 

literature establishing cases of tax evasion in Lagos State, but the extent was without clarity 

before this study. In order to have a clear perspective, the study then analysed the extent of tax 

evasion from the actual revenue generated resulting from the engagement of tax consultants 

compared with the tax filed and the difference which indicates the actual evaded taxes for the 

relevant years. The results show that while tax evasion exists in Lagos State, the government has 

taken drastic and effective steps to minimize the effect of this on its revenue.   

Table 1 shows the IGR of Lagos State from 2009 to 2018 and this was linked with the revenue 

generated through tax evasion detection in figure 2. This shows an upward increase of N136.04 

billion in 2009 to N316.78 billion in 2018. The percentage increase was 10.24%, 11.66%, 2.97%, 

16.34%, 8.17%, 5.44%, 6.76%, 16.54% and 11.27%, in 2010, 2011, 2012, 2013, 2014, 2015, 

2016, 2017 and 2018, respectively. This implies that while the absolute value of the IGR moved 

upward, the percentage increase during the sampled period fluctuates. Figure 1 also shows the 

graphical presentation.  

 

Table 1:  

Tabulation of Lagos State Internally Generated Revenue (IGR) (2009-2018) 
Year  Revenue N’ 

Billion 

Percentage (%) 

Increase 

Year  Revenue N’ 

Billion 

Percentage (%) 

Increase 

2009 136.04 N/A 2014 217.00 8.17 

2010 149.97 10.24 2015 228.81 5.44 

2011 167.46 11.66 2016 244.28 6.76 

2012 172.44 2.97 2017 284.69 16.54 

2013 200.61 16.34 2018 316.78 11.27 

Source: Author’s Tabulation from the Publication of LIRS (2020) 
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Figure 1: Lagos State Internally Generated Revenue (IGR) (2009-2018) 

Source: Lagos State Internal Revenue Service (2020) 

 

Table 2 shows the value of evaded taxes detected and collected through the engagement of tax 

consultants. This graph shows that N20.29 billion, N19.69 billion, N18.78 billion, N16.32 

billion, N16.50 billion, N13.36 billion, N11.48 billion, N11.13 billion, N11.10 billion and 

N15.42 billion were detected and recovered for 2009, 2010, 20111, 2012, 2013, 2014, 2015, 

2016, 2017 and 2018 respectively. However, the observed decrease in evaded value from 2009 

until 2018 may be because of the efficiency in tax drive of the state government. The graphical 

presentation is shown in figure 2.  

 

Table 2: Tax Evaded Detected and Recovered in Lagos State (2009-2018) 
Year  Tax Evaded N’ Billion Year  Tax Evaded N’ Billion  

2009 20.29 2014 13.36 

2010 19.69 2015 11.48 

2011 18.78 2016 11.13 

2012 16.32 2017 11.10 

2013 16.50 2018 15.42 

Source: Author’s Tabulation from the Publication of LIRS (2020) 
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Figure 2: Evaded Taxes (2009-2018) 

Source: Lagos State Internal Revenue Service (2020) 

 

Table 3 shows the value of the total IGR, the value of the tax evaded and the percentage of the 

evaded tax to total revenue. While the IGR has been increasing at different percentages, the 

proportion of evaded taxes to the IGR has been decreasing until it increased from 3.9% in 2017 

to 4.87% in 2018.  The percentage of evaded taxes to the total IGR was 14.91%, 13.13%, 

11.21%, 9.46%, 8.22%, 6.16%, 5.02%, 4.56%, 3.90% and 4.87% for 2009, 2010, 2011, 2012, 

2013, 2014, 2015, 2016, 2017 and 2018 respectively. The decline in the percentage of evaded 

taxes to the total IGR, despite the continuous increase in the revenue could also be observed 

either from the efficiency of the tax process in Lagos State as wells as the detected tax evasion 

with the value not yet recovered and collected. The graphical presentation is shown in figure 3.  

 

Table 3: Determination of the Extent of Tax Evasion from the Amount Recovered by Tax 

Consultants (2009-2018) 
Year  Actual 

IGRN’ 

Billion 

Tax 

Evaded   

N’ Billions 

Percentage 

(%) of 

Evasion to 

Total 

Revenue 

Year  Actual IGR 

N’ Billion  

Tax Evaded   

N’ Billions 

Percentage 

(%) of 

Evasion to 

Total Revenue 

2009 136.04 20.29 14.91 2014 217.00 13.36 6.16 

2010 149.97 19.69 13.13 2015 228.81 11.48 5.02 

2011 167.46 18.78 11.21 2016 244.28 11.13 4.56 

2012 172.44 16.32 9.46 2017 284.69 11.10 3.9 

2013 200.61 16.50 8.22 2018 316.78 15.42 4.87 

Source: Author’s Tabulation from the Publication of LIRS (2020) 
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Figure 3: Percentage of Evaded Taxes to Total IGR of LIRS (2009-2018) 

Source: Author’s Request from Lagos State Internal Revenue Service (2020) 

 

The tax evasion detection drive of the state government did not only increase in value, but more 

eligible taxpayers brought into the tax net, which was only available for 2013-2018. In table 4, 

the cumulative figure of the taxpayers in Lagos State in 2013 was 4,174,927. This increased to 

4,504,927 in 2014. In 2015, additional 86,632 taxpayers were identified, increasing the figure to 

4,591,559. The figure in 2016 was slightly increased to 4,591,929 with additional 370 taxpayers 

added. In 2017, the number of taxpayers increased to 5,335,190 with additional 743,261 

taxpayers. The total number of taxpayers in 2018 was 5,569,332 with the additional 234,142 

eligible taxpayers. The huge increase in 2017 and 2018 is arguably linked to the intensive 

revenue drive of the state to finance the Mega City developmental plans. The graphical 

presentation is shown in figure 4.   

 

Table 4:  

Additional Taxpayers brought into the Tax Net in Lagos State (2013-2018) 
Year  Taxpayers 

Brought    

Forward 

Additions Taxpayers 

Carried 

Forward 

Year  Taxpayers 

Brought    

Forward 

Additions Taxpayers 

Carried 

Forward 

2013 4,174,927 N/A 4,174,927 2016 4,591,559 370 4,591,929 

2014 4,174,927 330,000 4,504,927 2017 4,591,929 743,261 5,335,190 

2015 4,504,927 86,632 4,591,559 2018 5,335,190 234,142 5,569,332 

Source: Author’s Tabulation from the Publication of LIRS (2020) 
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Figure 4: Additional Taxpayers Brought into Tax Net in Lagos State (2013-2018) 

Source: Author’s Tabulation from the Publication of LIRS (2020) 

 

5. CONCLUSION AND RECOMMENDATIONS  

 The findings of this study reveal that tax evasion exists both in value and eligible taxpayers not 

yet in the tax net of the state. This implies that while existing taxpayers underpay/under remit, 

there are other eligible taxpayers that were not even in the records of the government. The 

findings also indicate a mixed movement in the value of tax evasion of for the respective years. 

The finding also reveals that the engagement of tax consultants by the state government assisted 

in bringing to the tax net, the eligible taxpayers that were not captured in the past. The study also 

shows that the government still requires intensifying more efforts in the combat against tax 

evasion in the state. In furtherance of the findings and the conclusion of this study, the following 

are recommended:  

i. The state government to continue the engagement of tax consultants for tax evasion 

detection. 

ii. Efforts should be made to improve on the prosecutorial process on tax evaders for 

efficient tax administration. The effective prosecution of tax evader will serve as 

deterrence to others 

iii. The state should improve on the sensitization of the citizens on the of fiscal policies and 

the consequences of non-compliance to tax rules.  

iv.  Government should continue in the training and retraining of tax official  

v. Government should establish a policy to recognize tax-compliant organisations and 

individuals to serve as encouragement to them.  

vi. Government should operate an open policy and be more accountable on revenue 

generated and the expenditure thereof.    
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Abstract  

The study examined the relationship between Forensic Accounting Techniques and Tax 

Evasion Detection in Lagos State, Nigeria. The study adopted primary data with the aid 

of structured questionnaire administered on respondents.The population comprising 

forensic accountants and Lagos State Internal Revenue officials was 1,387 and the 

sample size, which was determined with the use of Krejcie & Morgan (1970) formula, 

was 301. Logit regression technique was used to analyse the data. The results showed a 

positive nexus between forensic accounting tools and tax evasion detection as the t-

calculated of 3.168 is greater than the t-tabulated of 0.002 at 5% significant level. The 

forensic accounting techniques proxied by Ratio Analysis and Data Matching 

Techniques (RADMT); Data Mining Technique (DMT); Computer Assisted Review 

and Document Review Techniques (CARDRT); Net Worth Technique (NWT); 

Expenditure Technique (ET); with the individual level of significance of 0.082, 0.029, 

0.000, 0.066 and 0.068 respectively are less than 5% acceptable level of significance. 

The empirical finding further showed that increase in the application of forensic 

accounting will increase the level of tax evasion detection and lead to downward 

movement of tax evasion. Consequently, this will improve the revenue of government 

for effective utilization for economic growth. The study recommended among others, 

the engagement of more forensic accountants on tax evasion detection policies, for a 

more efficient tax administration.  

 

Keywords: Forensic accounting; Forensic accounting techniques; Tax administration; 

Tax consultancy; Tax evasion 

 

 

1. INTRODUCTION 

Generally, tax plays a germane role in the revenue generation of the government. It is an 

important component of the sources of revenue, both for the developed and emerging economies. 

In Nigeria, government at different levels, have exclusive taxes in addition to the amounts 

allocated from the Federation Account. These respective taxes, outside the allocations from the 

central account form substantial part of the Internally Generated Revenue (IGR) of state 

governments in Nigeria. Consequently, the IGR of the state governments augments their revenue 

profile in adequately and effectively fostering socio-economic developments. Doubtlessly, the 

actualisation of the revenue targets of government is expected to positively impact on social and 

economic growth of the nation. However, the states in Nigeria, in the recent time have 

experienced dwindling and depressed situations resulting from downward movement or a fall in 

the federal allocation, and most unexpectedly, the evasion of taxes by eligible taxpayers. Thus, 

the inability to effectively fund the budget, among others, in the states in Nigeria, has been 

mailto:omoeri@yahoo.co.uk
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attributed substantially to non-compliance to tax policies (Nyang’au, 2016; Ogbueghu, 2016; 

Saxunova & Szarkova, 2018; Akinadewo, Akinkoye, Oyedokun & Asaolu, 2019; Folayan & 

Adeniyi, 2018).  

 

Tax evasion in Nigeria is a combination of understatement of revenue, overstatement of 

expenditure, non-registration of eligible taxpayers with the tax authorities, and non-remittance of 

taxes due, among others. The determined efforts to nip this menace in the bud, have led to the 

policy of the state governments, especially in Lagos State, for the engagement of forensic 

accountants to track down tax evaders.  Lagos State, the pacesetter in the use of forensic 

auditors, has over the years experienced increased revenue ranging from N20.28 billion in 2009 

to N15.42 billion in 2018. The efforts of the forensic accountants have also yielded positive 

results in bringing more taxpayer to the tax net. In fact, there was an upward movement in the 

number of tax payers ranging from 4,174,927 in 2013 to 5,569,332 in 2018. This continuous 

detection and discoveries in amount and in eligible taxpayers have increased the concern of the 

stakeholders in Lagos State of the existence of more evaded taxes and the engagement of the 

service of forensic accountant. Today and very clearly, studies have established the effectiveness 

of forensic accounting in the combat against fraudulent practices like corruption, money 

laundering, theft, and tax evasion, among others (Akinadewo & Akinkoye, 2019; Akinadewo, 

Akinkoye, Oyedokun & Asaolu, 2019; Enofe, Idemudia & Emmanuel, 2015; Oyedokun, Enyi & 

Dada, 2018; Oyebisi, Wisdom, Olusogo & Ifeoluwa, 2018). In cognizance of the level of the 

subsisting relationship between forensic audit and tax evasion detection and prevention in the 

literature, there have been calls for the deployment of the use of forensic accountants to 

minimize further, the effect of tax evasion on the IGR in Lagos State through the detection and 

prevention mechanism. While studies on the potency and efficacy of forensic audit abounds in 

the literature, the extent to which it has impacted on tax evasion and revenue generation 

particularly in Lagos is yet to be adequately ascertained, hence, the need for this study.  

 

2. LITERATURE REVIEW 

 

2.1. The Method of Tax Evasion on the Internally Generated Revenue of Government 

Tax evasion is a global phenomenon and it is a threat to economic development of the developed 

and emerging economies. According to the publication of Deutsche Gesellschaft fur International 

Zusammenarbeit (GIZ) published on behalf of the Federal Ministry for Economic Cooperation 

and Development (BMZ) in 2010, it was posited that mode of Tax evasion include lack of 

declaring assets acquired in offshore financial accounts; the mispricing of trade and under Value 

Added Tax (VAT) fraud – missing trader fraud/carousel fraud, misclassification of goods, 

smuggling of goods; bribing of tax officials and abuse of tax incentives by falsely claiming 

eligibility. This mode under the tax avoidance GIZ report include profit shifting – pricing of 

intercompany tangible goods transactions/barter trade, increase in intercompany debt, location of 

central services and intangible assets; and bargaining for tax incentives (GIZ, 2010). In Nigeria, 

the taxpayers have evaded taxes through the adoption of several methods. These include - non-

registration with the tax authorities; under-declaration of income; over-declaration of expenses; 

non-remittance of taxes due, falsification of financial statements for undue tax advantage, 

dubious claim of tax rebates, and deliberate calculation error of tax computations, among others. 

 

The non-registration with the tax authorities is common in the informal sector. The low level of 

literacy among the people in this sector – market women, artisans, street traders, private taxi 

drivers, and subsistence farmers with ineffective contact tracing have contributed to tax evasion 

in the informal sector. Nigrini (2017) however, asserts that tax returns are confidential, and 
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individuals have a vested interest in minimizing their tax liabilities. Regarding this, some eligible 

taxpayers that are not within the tax net of the authorities encouraged the introduction by the 

Nigerian government, of the Voluntary Assets and Income Declaration Scheme (VAIDS). This 

scheme enabled the tax authorities to bring into the tax record the eligible taxpayers that have 

either eluded the system or have evaded taxes through different modes (Nangih, Idatoru & 

Kumah, 2018; Asaolu, Akinkoye & Akinadewo, 2019). Consequently, the IGR of the state 

governments in Nigeria, which majorly come from taxes through the application of the residency 

rule, have been eroded through tax evasion. Similarly, the low level of prosecution of tax 

evaders, most especially from the elites has equally aided the will of the defaulters. Taxpayers, 

irrespective of the economic status and due to psychological issues are therefore, unwilling to 

pay taxes which then results into tax evasion and avoidance (Olaoye & Ogundipe, 2018).      

 

2.2. The Diversity of Forensic Accounting Services   

Literature is replete with the varieties of the services of forensic accounting. Studies have also 

identified the services to include - litigation, divorce business, valuation, corporate intelligence, 

fraud investigation, corporate fraud investigation, computer forensics, Criminal Investigation, 

Shareholders’ and Partnership Disputes, Personal Injury Claims/Motor Vehicle Accidents, 

Business Interruption/Other Types of Insurance Claims, Business/Employee Fraud 

Investigations, Matrimonial Disputes, Business Economic Losses, Professional Negligence and 

Mediation and Arbitration (Coenen, 2005; Nunn, McGuire, Whitcomb & Jost, 2006; Zachariah, 

Masoyi, Earnest & Gabriel; 2014; Zysman, 2001).   

 

Globally, forensic accountants are also trained to handle Financial Data Analysis, Evidence 

Integrity, Computer Application Design, Reports Writing useful for litigation purposes, 

Compilation of information, Testifying as an Experts’ Assistance, Damage Assessment, Tracing 

Illicit Funds, Locating Hidden Assets, Due Diligence Reviews, Forensic Intelligence Gathering, 

Lost of Profits; Lost Value; Lost Cash flow; Lost Revenue; Extra Cost; Price-fixing; Market 

Shares/Market Definition; Pricing below cost; Dumping and other Price Distribution; Anti-

competition actions; Monopolization; Bankruptcy; Tracing; Contract cost and claims; Regulated 

Industries; Frauds (Civil and Criminal); Historical Analysis; Family Law; Pension valuation; 

valuation of Intangibles; valuation of Properties; Actuarial Analyses; Statistical Analyses; 

Projections; Industrial Engineering; Market Analyses; Computer Consulting; Tax Bases; Cost 

Allocations and Tax Treatment of Specific Transactions, review financial books and records for 

suspicious and unusual transactions that warrant further attention; among others (Ogbonna, 2013; 

Subash, 2015; ACFE, 2018).  In Nigeria, however, the sensitization on the larger services of 

forensic accounting is still not clearly spelt out, except the major focus on corporate fraud, 

corruption in the public sector, money laundering and the related. 

 

2.4 Conceptual Framework and Review 

This study conceptualized its work on the relationship between forensic accounting and tax 

evasion detection through the identified relative components of the independent variable as 

detailed.   

 

TED = Tax Evasion Detection = Dependent Variable 

FATs = Forensic Accounting Techniques = Independent Variable 

 

The proxies of FATs are: RADMT = Ratio Analysis and Data Matching Techniques; DMT = 

Data Mining Techniques; CARDRT = Computer Assisted Review and Document Review 

Techniques; NWT = Net Worth Technique; and ET = Expenditure Technique  
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Figure 1: Components of Conceptual framework 

Source: Author’s Conceptual Framework (2020) 

 

Meanwhile, forensic accounting techniques are deployed by the experts to effectively unearth the 

underlying figures, which could affirm or otherwise, the possible existence of fraudulent 

transactions. To successfully and efficiently achieve this, forensic accountants use some 

techniques for engagement services. Studies have identified the techniques to include - Benford’s 

Law, Data Mining, Ratio Analysis and Data Matching, Identifying Anomalies’ Techniques, 

Computer Assisted Reviews and Document Review, Hybrid Approach Model, Revenue 

Approaches, Expenditure Approach, Business Intelligence, Data Mining Tools, Investigative 

Data Mining, Expenditure Approach, Net Worth Techniques, and Teaching Interview 

Techniques (Porter & Crumbley, 2012; Stankevicius & Leonas, 2015; Mwanza, 2017; Okoro, 

Oshoiribhor & John-Otumu, 2016; Killian & Kolitz, 2007; Kellerman, 2014; Nigrini, 2012; 

ACFE, 2018).  

 

Similarly, scholars have also opined that Combined Mining Approach, Relative Size Factor Test 

(RSF), Computer Assisted Auditing Tools (CAATs); Data Mining Technique; and Ratio 

Analysis, among others are necessary tools for effective use of forensic accountants (Kumar & 

Solanki, 2010; Element & Gee, 2011; Wadhwa & Pal, 2012; Yadav & Yadav, 2013; Asaolu, 

2019). Accordingly, it has been established that the deployment of the relevant forensic 

accounting techniques for the prosecution of corruption cases and other fraudulent and financial 

crimes has achieved positive and desirable results in Nigeria (Sorunke, 2018). Regarding this 

assertion, the Revenue Approach could also be utilised to investigate tax evasion cases, to 

unravel concealed income of the taxpayer, most especially in a regulated and cashless 
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environment. Enyi (2019) however, argued that modern scientific methods are mere 

enhancements used to sharpen and broaden the manual investigative skills of human fraud 

investigators, divided into Managerial Accounting – Trend Analysis, Variance Analysis, and 

Statistical Inferences, but the approach of forensic accountant is systematic for easier defence of 

data at the law court. Consequently, when the information presented by the forensic accountant is 

reliable, efficient, and effectively employed for the prosecution of tax evaders, it will serve as 

deterrence to potential non-compliant taxpayers. In Nigeria however, there is no existing 

regulation on the appropriate technique to use for tax evasion detection, among others. This has 

been from the prerogative of the forensic accountant, with the expectations of the intended aims. 

The forensic accountants will therefore, employ the technique that could make the set-out 

objectives of the engagement most effectively achievable. 

 

Consequently, the relationship between the identified techniques of forensic accounting, its 

components is expected to be inversely linked with the dependent variable (tax evasion 

detection). This means that the increased application of the techniques will reduce the level of 

tax evasion. For instance, the deployment of Ratio Analysis and Data Matching Techniques 

bring out any anomalies which helps to identify relevant income of the tax payers in relationship 

with the tax remitted. While it is substantially applied on liquidity, solvency and operational 

efficiency, it is also used for forensic accounting exercise to relate the ratio of taxes paid with the 

income of the taxpayers having regards to prior years’ transactions. This will assist to identify 

any below the expected tax calculation and remittances. Data Mining Techniques, however, 

enable the extraction of data from the larger information of the taxpayers through pattern 

analysis. This will assist in the detection of any underreported income and over bloated 

expenditure, which will enhance efficiency of the information used for the computation of the 

tax due. The application of Computer Assisted Review and Document Review Techniques, for 

forensic accounting exercise for tax evasion detection aid in the discovery of any hidden figures 

in a computerised system. Net Worth Technique is imperative to compare the financial worth of 

the taxpayer to the tax paid. The outcome of this assists to determine if the appropriate tax has 

been paid by the taxpayers. Expenditure Technique, however, is utilised to uncover any 

undisclosed income by the taxpayer through total expenses. This forensic accounting tool 

presupposes that every expenditure comes from income, hence, any hidden expenditure will be 

treated as additional income for the taxpayer, which and the relevant tax rules will then be 

adequately applied. (Porter & Crumbley, 2012; Stankevicius & Leonas, 2015; Mwanza, 2017; 

Okoro, Oshoiribhor & John-Otumu, 2016; Killian & Kolitz, 2007; Kellerman, 2014; Nigrini, 

2012; ACFE, 2018). 

 

2.5 Policeman Theory   

This study is anchored on policeman theory. This theory states that auditors act as a policeman to 

do an in-depth scrutiny of the arithmetical accuracy, and on the prevention and detection of fraud 

(Salehi, 2010). Salehi (2010), however, opined that due to the inability to explain the shift of 

auditing to verification of truth and fairness on financial records, this theory seems to have lost 

much of its explanatory potency.   

 

2.6 Empirical Review  

The issues of the relationship between forensic accounting and fraud related matters have been a 

matter of discourse among the stakeholders. Scholars, have done several studies on the impact of 

forensic accounting in the minimization of corruption and fraud, among others in the developed 

and the developing economies. Previous studies undertaken have majorly been carried out with 

adoption of forensic accounting skills; fraudulent activities detection like theft of cash and 
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suppression of lodgement; cashiering fraud; forges cheques; financial performance; forensic 

audit; net profit margin; profit after tax; and retained earnings, among others. In Nigeria, most of 

these studies have also been regressing forensic accounting to different dependent variables like 

fraud detection in Nigerian firms, management of fraud in microfinance institutions, 

performance of Nigerian banking sector, tax evasion in Nigeria, with the adoption of content 

analysis through the review of books, journals, and financial reporting standards, among others. 

The findings of these studies have also varied. The previous studies have failed to specifically 

adopt the tools of forensic accounting as components for measuring tax evasion detection and 

specifically in Lagos State, Nigeria, which this study examined. Adegbite, Oyabamiji & 

Oyedokun (2018) for instance, examined the application of forensic accounting in tax evasion, 

using the content analysis through review of books, journals, and financial reporting standards. 

The study revealed that forensic accounting strategies could be used to prevent and detect tax 

fraud. Okoroyibo & Omoregie (2019) determined the effect of forensic accounting on the 

performance of banks in Nigeria. The study employed ex-post facto research design. The sample 

size was two banks from the twenty-two banks in Nigeria. The secondary data used was from 

journals, annual reports, and Central Bank of Nigeria statistical bulletin. The study shows that 

forensic accounting has significant effect on net profit margin and profit after tax of selected 

banks.  

 

Akinadewo and Akinkoye (2019) examined the relationship between forensic accounting and 

fraud detection in Nigerian Deposit Money Banks. The study employed primary data through the 

administration of questionnaire on 40 forensic accountants. The study, which proxied forensic 

accounting with Investigation of Fraud, Analysis of Fraud, Prevention of Fraud, and Deterrence 

in Fraud, revealed that the independent variable has a significant positive influence on the 

detection of fraud in the banking sector. Khersiat (2018), examined the role of forensic 

accountant in the detection of financial statements tax fraud. The study adopted primary data 

through the administration of questionnaire to the respondents. The study revealed that the 

training, qualifications, expertise, and the skills acquired by the forensic accountants would 

enable the actualization of forensic accounting engagement goals. Palil, Malek & Jaguli (2016) 

examined the institutional factors contributing to tax evasion in Malaysia. The study adopted 

survey method through bilingual questionnaire in English and Malay. The results showed that the 

level of the complexity of the system will determine the extent at which tax evasion would be 

detected. Akinadewo, Akinkoye, Oyedokun & Asaolu (2019) determined the extent at which 

forensic accounting could influence Direct Tax Revenue in Lottery Industry in Nigeria. The 

study employed primary data with the administration of questionnaire to 209 respondents. 

Descriptive and inferential statistics were adopted for the analysis of data. The multiple 

regression analysis results show that the application of forensic accounting will have an inverse 

relationship with economic crimes, including tax evasion. 

 

Qureshi and Tazilah (2015) examined the effectiveness and usefulness of forensic accounting 

tools in the investigation and the detection of fraud. The study adopted primary data through the 

administration of questionnaire to 100 respondents. The study carried out in Malaysia, employed 

SPSS for the analysis and reporting of data. The study reveals that forensic tools like Digital 

Ingestion Manager, Encase, Computer Aided Audit Tools and Forensic Toolkit are essential for 

fraud investigation. Evidence from the several studies showed that much uncertainty still exists 

on the relationship between forensic accounting techniques and tax evasion detection, especially 

in states in Nigeria, the lacuna that this study empirically tried to fill.   
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3 METHODOLOGY 

The study employed primary data. The instrument for data collection was structured 

questionnaire administered on respondents. The population of the study was 1,387 tax officials 

experienced in the use of forensic accounting tools and experienced forensic accountants. Krejcie 

& Morgan (1970) formula was adopted to determine the sample size of 301. Inferential statistics 

through logit regression technique was adopted to analyse data.   

 

Model specification: 

A mathematical model used for the study as conceptualised and adopted by the author is 

expressed as follows: 

 

TED = f (RADMT, DMT, CARDRT, NWT, ET) ……………………. (1) 

It is thus stated in econometric form as: 

TED = f (βo + β1RADMT + β2DMT + β3CARDRT + β4NWT + β5ET + μ) …….… (2) 

Where:  

 

βo = Constant term  

β1, β2, β3, β4, β5 = Coefficient of the independent variable 

μ = Stochastic error term  

 

4. RESULTS AND DISCUSSION OF FINDINGS 

 

Test of Hypothesis 

Research Hypothesis: H0 – Forensic Accounting Techniques have no significant influence on 

tax evasion detection in Lagos State, Nigeria.   

The research hypothesis was tested with the use of multiple regression analysis. This empirical 

test was done using primary data generated through the responses from administered 

questionnaire. The regression analysis also was used to empirically determine the relationship 

between forensic accounting proxied be forensic accounting tools and tax evasion detection in 

Lagos State. The adoption of forensic accounting techniques is in line with the study conducted 

by Qureshi & Tazilah (2015). 

 

Estimated Model: 

From output statistics in table 3: 

TED = 1.003 + 0.021RADMT + 0.182DMT + 0.273CARDRT + 0.137NWT + 0.136ET. 

A priori expectation: β0> 0, β1-5> 0. 

The result of the regression analysis showed how much of the variation in the dependent variable 

is explained by the variation of the components in the independent variable. The decision rule is 

that the null hypothesis should be rejected since t-calculated of 3.168 is greater than t-tabulated 

of 0.002 at 5% level of significance as shown in table 3. Thus, it can be concluded that there is a 

significant positive relationship in the Application of Forensic Accounting, proxied by the 

Techniques on tax Evasion Detection in Lagos State. 

 

This is also indicated in table 3 by the individual level of significance of 0.082, 0.029, 0.000, 

0.066 and 0.068 for RADMT, DMT, CARDMT, and NWT respectively, which are less than 5% 

acceptable level of significance. The result also shows that there is positive relationship between 

Ratio Analysis and Data Matching Techniques (RADMT); Data Mining Techniques (DMT); 

Computer Assisted Review and Document Review Techniques (CARDRT); Net Worth 
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Techniques (NWT); Expenditure Techniques (ET) and Tax Evasion Detection since βRADMT 

(0.021); βDMT (0.182); βCARDRT (0.273); βNWT (0.137); and βET (0.136) are positive. Thus, all 

these components of independent variables will impact positively on Tax Evasion Detection. In 

table 1, the value of R was 0.544, implies that there is a positive relationship between forensic 

accounting as proxied by Ratio Analysis and Data Matching Techniques (RADMT); Data 

Mining Techniques (DMT); Computer Assisted Review and Document Review Techniques 

(CARDRT); Net Worth Techniques (NWT); and Expenditure Techniques (ET). The value of R2, 

the coefficient of determination was 0.296, which implies that 29.6% of tax evasion detection in 

Lagos State, Nigeria could be explained by forensic accounting techniques, while the remaining 

70.4% could be as a result of other variables not accounted for in this model. The adjusted R2 

was 0.284, which is close to the R2 value of 0.296, implying that the model is fit for making 

generalization. Thus, forensic accounting techniques (measured by RADMT, DMT, CARDRT, 

NWT, ET) has significant positive effect on tax evasion detection. 

 
Table 1: Goodness of Fit 

Model R R Square Adjusted R Square 

Std. Error of the 

Estimate 

1 .544a .296 .284 .80888 

a. Predictors: (Constant), RADMT, DMT, CARDRT, NWT, ET 

Source: Author’s Field Work (2020) 

 
Table 2: ANOVAa  

Model Sum of Squares Df Mean Square F Sig. 

1 Regression 81.296 5 16.259 24.850 .000b 

Residual 193.016 295 .654   

Total 274.312 300    

a. Dependent Variable: Tax Evasion Detection 

b. Predictors: (Constant), RADMT, DMT, CARDRT, NWT, ET  

Source: Author’s Field Work (2020) 

 

Table 3: Coefficientsa  

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

T Sig. B Std. Error Beta 

1 (Constant) 1.003 .317  3.168 .002 

RADMT .021 .089 .016 .234 .082 

DMT .182 .083 .153 2.196 .029 

CARDRT .273 .077 .246 3.543 .000 

NWT .137 .074 .126 1.844 .066 

ET .136 .074 .118 1.829 .068 

a. Dependent Variable: Tax Evasion Detection 

Source: Author’s Field Work (2020) 

 

5. CONCLUSION AND RECOMMENDATIONS  

Tax evasion is a global menace and in an emerging economy like Nigeria, the low compliance to 

tax policies has been a great concern to policy makers and the scholars, among others. 

Consequently, tax evasion has eroded the government, most especially the state governments in 

Nigeria, including Lagos State, the envisaged revenue for socio-economic developmental 

programs. This study, therefore, examined empirically, the nexus between forensic accounting 

proxied by the techniques and tax evasion detection in Lagos State. The study shows that tax 

evasion still exists in Lagos but the engagement of forensic accountants has reduced the extent 

of this. The findings also revealed that forensic accounting techniques are inversely connected to 

tax evasion and it has a significant positive influence on tax evasion detection. This denotes that 

an increase in the deployment of forensic accounting through the respective techniques 
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(RADMT, DMT, CARDRT, NWT, ET) will show a downward movement in the rate of tax 

evasion and at the same time increases the level of tax evasion detection in Lagos State. Thus, 

forensic accounting techniques are effective mechanism for combat against tax evasion.  

 

The findings of this research are in line with the studies of (Azih & Okoli, 2015; Enofe, Okpako 

& Atube, 2013; Qureshi & Tazilah, 2015; Bassey, 2018; Akinadewo, Akinkoye, Oyedokun & 

Asaolu, 2019). The study, therefore, recommends the following:   

 

1. The state governments should intensify more efforts in the engagement of forensic 

accountants for effective combat against tax evasion.  

2. The forensic accountants should enrich their knowledge of forensic accounting tools 

through attendance at mandatory professional and academic development training 

programs.  

3. The government should support forensic accounting discipline through the promulgation 

of the enabling laws to guide its effective operations. 

4. The government should be firm in its prosecution of tax evaders. 

5. The key tax officials should be effectively trained in the use of forensic accounting 

techniques. 

6. The government should ensure effective utilization of internally generated revenue and 

operate an open spending policy.  
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Abstract 

This study evaluated the effects of credit policy (CP) on the performance of deposit 

money banks (DMBs) in Nigeria between 2011 and 2016.Data were sourced from the 

audited annual reports of the selected banks. Random sampling technique and 

secondary data was employed to select twelve DMBs for the study. Inferential statistics 

were used to analyze data collected.  Multiple regression and F-ratio were used to assess 

the relationship between CP and Financial performance (FP) of DMBs of Nigeria. 

Findings revealed that significant relationship existed between CP and FP of DMBs.  F-

value and p-value obtained were321.668 and 0.000 at 0.05 level  of  statistical  

significance.  Furthermore, coefficient of determinant R2 was 0.951. Meaning that, the  

extent  to which  the  explaining  variables  [Capital adequacy(CA), Loan and 

Advances(LA), Cash and cash equivalents(CCE), and  Interest Rate(IR)] explained the 

variation  in dependent variable  [FP] was 95.1 percent. It was concluded that 

relationship existed between CP and FP of DMBs in Nigeria. It was therefore 

recommended that policies that enhance progressive FP must be put in place.  

 

Keywords: Credit policy, Financial Performance, Deposit Money Banks 

 

1.   INTRODUCTION 

The Nigerian banking sector is to a great extent dominated by deposit money banks and by far 

the most noteworthy in most creating economies.  From global perspective, the  distinctive  role  

of banks  as  an  engine  of  growth  in  any  economy  has  been  widely  acknowledged  

(Adegbaju & Olokoyo, 2008; Kolapo, Ayeni & Oke 2012). Deposit Money Banks (DMBs) plays 

important roles in the development of many economies, and it serves as a vehicle that channels 

excess funds from the economic units that have surplus fund in form of deposits and/or 

investments to those that need ideal productive funds to boost their economic activities in form 

of loans and advances. This has made the role of DMBs in facilitating economic growth 
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imperative.  From  this,  it  can  be generalized  that  the essence of banks  is  embedded  in  

taking deposits  from  liability  customers and making  same available  to  their assets customers 

by way of granting  loans/credit  facilities. Deposit money  banks  are  the  most  important  

savings,  mobilization  and  financial resource  allocation institutions.  

 

Credit is one of the many factors that can be used by a  firm  to  influence  demand  for  its  

products  (Amahalu,  Ezechukwu,  &  Obi,  2017).  Timely identification  of  potential  credit  

default  is  important  as  high  default  rates  lead  to  decreased  cash flows, lower liquidity 

levels and financial distress (Amahalu, et al 2017). 

 

A credit policy is the blueprint used by a business in making its decision to extend credit to a 

customer. Thus, the main goal of a credit policy is to avoid extending credit to customers who 

are unable to pay their accounts. Credit policy for some larger businesses can be quite formal; 

involving specific documented guidelines, credit checks and customer credit applications. The 

policy for small businesses tends to be quite informal and lacks the items found in the formal 

credit policy of larger businesses.  Many  small  business  owners rely  on  their  business  

instincts  as  their  credit  policy (Benedict, 2016). Credit policy has direct effects on  the cash  

flow of any business, hence, a credit policy that is too strict will turn away potential customers, 

reduce sales and finally lead to a decrease in  the  amount  of  cash  inflows  to  the  business. A  

good  credit  policy  should  help management  to attract  and  retain  customers, without  having  

negative  impact  on  cash  flow.   

 

Studies  have  shown  that  banks  like  any  other  profit  oriented  financial  organizations  are 

expected to achieve various goals. Some of these goals comprise of creating conducive 

atmosphere for the safety of depositors‟ funds, making loan-able funds available to the real 

sector of the economy and meeting the expectations of other stakeholders. For the banks to 

achieve their goals there is the need  to  put  in  place  structures  that will  keep  loans  active 

within  the  acceptable  ratios  defined  by regulatory authorities. Notable among these structures 

are the internal procedures designed to ensure appropriate  credit  appraisals,  objective  

approvals  of  loan  applications  and  proper  credit administration of all disbursed funds. 

Despite these, the situation on ground portrays a different and disturbing picture as consistently 

the Nigeria banking system is characterized with high ratio of non-performing  loans,  banks  

liquidity  crisis,  shrinking  profitability  or  general  losses  and  eventual corporate failures and 

general financial crisis. These cast doubts as regards the institutionalization of loan monitoring 

mechanism in the banking system.    

Thus, this research work evaluated the effects of credit policy mechanisms and the financial 

performance of deposit money banks in Nigeria. Also, it pre-set a research objective which was 

to  assess  the  relationship  between  credit  policy  and  financial  performance  of  deposit 

money banks in Nigeria.  It further hypothesized that there is no significant relationship between 

credit policy and financial performance of deposit money banks in Nigeria.  

 

2. LITERATURE REVIEW 

 

Concept of credit policy  

The term “Credit policy” refers to those decision variables that influence the amount of credit 

given out to customers.  Theformulation of which  is  the  responsibility  of  the  bank  directors  

and management.  It entails establishing guidelines which incorporates theextent of  any  

discretion  or authority delegated to the various executives and officers charged with credit 

administration. It thus set out rules which form the basis for subsequent monitoring.   Crosse,  
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(1962),  pointed  out  that  a “well – conceived  lending policies are essential  if a bank  is  to 

perform  its  credit creating  function effectively  and  minimize  the  risk  inherent  in  any  

extension  of  credit”.    The  credit  (Loans  and Advances)  are  affected  by  economic  

conditions,  industry  norms,  change  in  technological, competition etc. The banks have no 

control on factors such as economic condition, industry norm, Competitions etc but can certainly 

influence the level of credit facilities to be given out through its credit policy within these 

constraints imposed externally. The credit policy of any organization may be a lenient or 

stringent one depending on its approach.  

 

Lenient Credit policy       

Banks  or  firms  operating  a  lenient  credit  policy  tends  to  give  credit  facilities  to  

customers very liberally i.e. credits are granted even to those customers whose credit worthiness 

are not known or  is doubtful.   Banks with  this policy  tends  to have higher or a number of 

customers patronizing them,  which  in  turn  incur/record  higher  or  more  bad  debt  losses  

which  affects  the  growth  and profitability of the bank and also face the problem of liquidity.  

 

Stringent Credit Policy   

These are guidelines made by banks or firms who are very selective in extending credit or loans. 

They offer credit facilities to their customers who have proven credit worthiness. The banks or 

organizations  with  stringent  credit  policy  follow  tight  credit standard  and  terms  and  as  a  

result, minimize cost, risks, and chances of bad debts and problem of liquidity. In Nigeria, credit 

policies of banks must  fall within  the  provisions  of  the  regulatory/legal  environment  of  

bank  lending.  Policy decisions should address lending issues like the kind and number of loans 

a bank will give, to whom and under what circumstances.   

 

Credit Policy Formulation  

The management  of  any  loan  started with  the  credit  policy,  the  formulation  of which is  the 

responsibility of the bank board of directors and management. It is the base for determining what 

type of credit to grant to customers. Nwankwo  (1980)  defined  credit  policy  as  a  blue  print 

containing  management  guidelines  for  use  by  line  officer  of  a  bank  in  the  handling  of  

credit applications. Its objective is to provide corporate direction through a standardized 

procedure, derived from operational interest of the bank, in satisfying the customer credit need 

but with full cognizance of the vetoed monetary and fiscal policy guidelines of the government. 

Adekanye (2010) however identified three basic types of credit policy. They are the restrictive 

credit policy, moderate credit policy and liberal credit policy.  

A restrictive credit policy is adopted by a bank that has no plan to grow at a rate that is more than 

minimal. Such a bank  is not willing  to  take any risk more  than minor one and prefer to do 

business with customers whose paying habit almost never vary within  terms Afolabi, Adeyemi, 

Salawudeen & Fagbemi (2018).  

Moderate credit policy is a mixture of restrictive and liberal policy approaches to credit.  It tends 

to match receivable to provide adequate cash flow, while a liberal policy is a high risk policy 

with the probability of heavy loss of receivable. The danger of such bank survival can be real 

because they are usually prone to undercapitalization and occasional liquidity problem.  

Therefore,  to  minimize risks, enhance  lending and maintain standard, the loan policy should 

specify  the quantity of loan  to be made , the  type  of  securities  to  be  accepted  and  limits  for  

the  different  types  of  loan (Adekanye, 2010).  

 

Liabilities Management Theory  
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This theory was developed in the 1960s. This  theory  advocates  that  a  bank  can  meet  its 

liquidity  requirement by bidding  the market  for  additional  funds.  In other words, they can 

borrow money from the money market to meet their liquidity needs instead of granting self-

liquidating loans (Jhingan, 2004).   With  the  emergence  of  commercial  deposits  in  1961,  a  

new  approach  to  the liquidation problem of  loan management developed. Commercial deposit 

is an alternative means of raising deposit to meet customer deposit withdrawals thus making it 

possible for banks to lend most of their deposit liability without being constrained by the sizes 

and maturity patterns of such loans. Soludo (2009)  pointed  out  that  a  proper  liquidation 

management  entails  the  generation  of  enough  liquid resources as at when desired, thus 

eliminating the constraints of earlier concepts. This theory stipulated that banks should not do 

self-liquidation or keep liquid assets  because they can go to the money markets to borrow more 

reserves if needs arises by creating additional  liabilities against itself from another sources such 

as issuing of time certificate of deposits, lending from other banks, and ploughing back of 

profits.  

 

Shafiq & Nasr, (2010) posits that it is not possible for bank manages its liabilities and passive 

with respect to its assets. This theory distinguish that the asset structure of the bank played 

prominent role by providing bank with liquidity. Also, it takes one dimensional approach to 

liquidity and argues that the bank can use its liabilities for liquidity purposes. A bank wants 

liquidity for deposit withdrawal purposes and also to meet the reasonable loan requests of its 

customers. Not only are bank loans profitable but a bank that can’t lend its customers some loan 

when it is needed will keep them for long.   

 

The theory of asymmetric 

The asymmetric information theory was propounded by Akerlof’s in 1970’s by three (3) 

economist (George Akerlof, Michael Spence and Joseph Stiglitz) which showed that there 

existed an information asymmetry in assessing bank lending applications (Blinks and Ennew, 

1997). Asymmetric information tells us that it may be difficult to distinguish good borrowers 

from bad borrowers (Auronen, 2003) in Richard, Bong, Tao and Xiumin (2011), which may 

result into adverse selection and moral hazards problems. The theory explains that in the market, 

the party that possesses more information on a specific item to be transacted (in this case the 

borrower) is in a position to negotiate optimal terms for the transaction than the other party (in 

this case, the lender) (Auronen, 2003) The party that knows less about the same specific item to 

be transacted is therefore in a position of making either right or wrong decision concerning the 

transaction. Adverse selection and moral hazards have led to significant accumulation of 

nonperforming loans in banks (Bester, 1994; Bofondi & Gobbi, 2003). Information asymmetry 

theory describes the condition in which pertinent information was unknown to all parties 

involved in the undertaking (Ekumah & Essel, 2003). Eppy (2005) describes a condition in 

which all parties involved in an undertaking do not know relevant information.  The theory point 

out that perceived information asymmetry poses two problems for the financial institution, moral 

hazard, monitoring entrepreneurial behavior and adverse selection that is making errors in 

lending decisions. The theory informed the study in that if credit unions exchange information 

about their clients’ credit worth, they can assess also the quality of foreign credit applicants and 

lend to them as carefully as they lend to local customers (Denis, 2010). By reducing information 

asymmetry between lenders and borrowers, credit registries allow loans to be extended to safe 

borrowers who had previously been priced out of the market, resulting in higher aggregate 

lending and low default rates.  
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Information asymmetry theory arises when a debtor had better information about the potential 

risks and returns associated with investment projects than the creditor. It may be difficult to 

distinguish between good and bad borrowers, which may result into adverse selection and moral 

hazards problems which have led to significant accumulation of nonperforming loans in banks. 

The theory argues that, the person possessing more information on a particular item for 

transaction is in the best position to negotiate appropriate terms for the transaction than the other 

party. 

 

3. METHODOLOGY 

The study focused on how credit policy of Deposit Money Banks (DMBs) in Nigeria determines 

their performance. The study covered specifically those deposit money banks  quoted  on  the  

floor  of  the Nigerian  Stock  Exchange  (NSE)   which  had  their  annual reports  and  accounts  

published  yearly  as  provided  for  by  the  extant  laws that made the  data readily  

available/accessible.  This supports the researcher in providing relevant information regarding 

credit policy as well as on performance indicators‟  

Population  of  the  study were  twenty-one  (21)  deposit money  banks  registered  and  licensed  

by  the CBN whether quoted or not on  the floor of  the Nigerian Stock Exchange  (NSE) as 

specified on  its official website as at May, 2017. Most of these banks were in existence over the 

entire six (6) year study period (2011-2016). 

 

This study adopted simple Random sampling techniques and twelve (12) quoted banks were 

randomly selected and used as sample for the study which represents 57% of the entire 

population. The data was analyzed using inferential statistics such as multiple regression and f-

ratio were employed to analyze the objective of assessing the relationship between credit policy 

and financial performance of deposit money banks of Nigeria and validate the pre-set hypothesis 

that, there is no significant relationship between credit policy and financial performance of 

deposit money banks of Nigeria. 

 

4. RESULTS AND DISCUSSIONS 

Relationship between Credit policy and financial performance of deposit money banks   

In  an  attempt  to  assess  the  relationship  between  credit  policy  and  financial  performance, 

multiple regression analysis was employed. The summary, F-ratio and coefficient were 

employed to test for the relationship between credit policy and financial performance of deposit 

money banks  in Nigeria and presented  in tables 1 and  table 2  respectively. Financial 

performance was proxied by Deposit Structure  (DS) while Credit policy were proxied by Capital 

Adequacy  (CA), Loan and Advances (LA), Cash and Cash equivalent (CCE), and Interest Rate 

(IR). The  golden  rule  state  that  if  the  critical  p-value  is  lower  than  0.05  level  of  

statistical significance,  reject  null  hypothesis  and  accept  alternate  hypothesis,  otherwise  

vice  versa.    It  was observed  that  F-value  and  the  critical  p-value were  321.668  and  0.000  

at  0.05  level  of  statistical significance. Since the critical p-value 0.000 was lower than 0.05 

level of statistical significance, there  existed  a  statistically  significant  relationship  between  

Credit  policy  and  financial performance of deposit money banks  in Nigeria. Furthermore, the 

coefficient of determinant R2 was 0.951 and the multiple correlation coefficients R was 0.975. 

This implied that the extent to which the predicting variables [Capital Adequacy  (CA), Loan and 

Advances  (LA), Cash and Cash equivalent (CCE), and Interest Rate (IR)] explained the 

variation in dependent variable [Financial performance] was 0.951 which means  that  the credit 

policy employed by  the sampled deposit money banks were adequate.  In  similar  manner,  the  

relationship  between  Credit  policy  and  financial  performance represented  by  the  equation 1 

is valid. Therefore the null hypothesis  was  rejected which was; there  is  no  significant  



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

60 
 

relationship  between  credit  policy  and  financial  performance  of  deposit money  banks  in  

Nigeria  and  the  alternate  hypothesis  which  implied  that  there  is  a  significant relationship 

between credit policy and financial performance of deposit money banks in Nigeria, was 

accepted.  

 

Also, table 3 presented the coefficients of the relationship between credit policy and financial 

performance of deposit money banks in Nigeria, it was observed that Capital Adequacy (CA) 

had the highest beta value of 0.972, followed by Cash and Cash equivalent (CCE) with a beta 

value of 0.096, followed by Loan and Advances  (LA) with a beta value of 0.033 and Interest 

Rate (IR) with a beta value of -0.054 which implied that  Capital Adequacy (CA) had the highest 

effects, followed by Cash and Cash equivalent (CCE) , followed by Loan and Advances  (LA)  

and Interest Rate (IR). It means that the Credit Policy employed by the sampled deposit Money 

Banks is adequate and accurate and it improved their financial performance. 

 

Table 1: 

Model Summary of the relationship between credit policy and financial performance of 

deposit money banks in Nigeria 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .975a .951 .948 21.83689 

a. Predictors: (Constant), CCE, LLA, CA, AVOIR 

Source; Researcher’s computation (2018) 

 

Table 2: 

ANOVAof the relationship between credit policy and financial performance of deposit 

money banks in Nigeria 

Model Sum of Squares Df Mean Square F Sig. 

1 

 

 

 

Regression 
613538.704 4 153384.676 

321.66

3 
.000a 

Residual 31472.080 66 476.850   

Total 

 645010.783 70 
   

a. Predictors: (Constant), CCE, LLA, CA, AVOIR   

b. Dependent Variable: DS     

Source; Researcher’s computation (2018) 
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Table 3: 

Coefficients of the relationship between credit policy and financial performance of deposit 

money banks in Nigeria 

Model 

Unstandardized Coefficients Standardized Coefficients 

T Sig. B Std. Error Beta 

1 (Constant) 50.346 4.039  12.465 .000 

CA .463 .014 .972 33.926 .000 

LLA .023 .019 .033 1.162 .249 

AVOIR -2.293E-7 .000 -.054 -1.138 .259 

CCE .736 .361 .096 2.039 .045 

a. Dependent Variable: DS     

Source; Researcher’s computation (2018) 

 

5. CONCLUSION AND RECOMMENDATIONS 

This  study  evaluated  the  effects  of  credit  policy  on  the  performance  of deposit money 

banks in Nigeria. To this effect, it set such research question as; what are the relationship 

between credit policy and financial performance in deposit money banks of Nigeria and then pre-

set hypothesis which was, there is no significant relationship between credit policy and financial 

performance of deposit money banks in Nigeria.  Various research works were revealed in this 

work.  

The study was carried out on Nigeria deposit money banks, with a span of six (6) years coverage. 

Secondary data was used while random sampling technique was employed to select twelve 

deposit money banks used for the study. Data collected were analyzed using inferential statistics.  

Multiple regression and F-ratio were used to assess the relationship between credit policy and 

financial performance of deposit money banks of Nigeria and to validate the pre-set hypothesis 

that, there is no significant relationship between credit policy and financial performance of 

deposit money banks of Nigeria.  

Finding revealed  that  a  significant  relationship  existed  between  credit  policy  and  financial 

performance  of  deposit  money  banks  in  Nigeria,  was  accepted.  F-value  and  the  critical  p-

value obtained were  321.668  and  0.000  at  0.05  level  of  statistical  significance.  Since  the  

critical  p-value 0.000  was  lower  than  0.05  level  of  statistical  significance,  there  existed  a  

statistically significant relationship between Credit policy and financial performance of deposit 

money banks  in Nigeria.  Furthermore  the  coefficient  of  determinant  R2  was  0.951  and  the  

multiple  correlation coefficients R was  0.975.  The  extent  to which  the  explaining  variables  

[Capital Adequacy (CA), Loan and Advances  (LA), Cash and Cash equivalent  (CCE), and  

Interest Rate  (IR)] explain the variation  in dependent variable  [Financial performance] was 

0.951  

Based  on  the  finding  for  this  study,  it  became  imperative  to  conclude  that  a  significant 

relationship  existed  between  credit  policy  and  financial  performance  of  deposit  money  

banks  in Nigeria. It was therefore recommended that policies that enhance progressive financial 

performance must be put in place. Government should also formulate, through the regulatory 

authority for banks in Nigeria, Credit policy guidelines that will enhance the performance  of  

deposit money  banks  in Nigeria.  
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Abstract 

The study examined the effect of Petroleum Profit Tax on the economic growth in 

Nigeria. Data were collected from secondary sources from the publications of Central 

Bank of Nigeria and the National Bureau of Statistics. Data collected were analysed 

using co-integration approach, error correction approach and multi-regression model. 

The findings of the study show that petroleum profit tax has significant effect on 

economic growth at the short-run and long-run.  

 

Keywords: Petroleum Profit Tax, Economic Growth, Short-run effect, Long-run effect, 

Nigeria. 

 

1. INTRODUCTION 

Nigeria is governed by three tiers of government with the different system that reduces its chance 

in raising independent revenue but majorly depends on federation account allocation through 

which oil revenue serves as major sources. The sources of oil revenue include; mining rents, 

royalties and profit tax from petroleum and profit tax from petroleum is used to regulate and 

stimulate economy of a country (Okafor, 2012).The Nigerian economy needs to be re-framed 

and re-structured by the government through imposition of profit tax from the oil industry (Ojo, 

2008).Adereti et al (2011) said that profit tax from petroleum is used to regulate the economy 

which necessitated research on new tax performance as a result of the reduction in oil 

supply.Yahaya and Bakare (2018) examined effect of petroleum profit tax and companies 

income tax on economic growth in Nigeria and used modified least square regression technique 

to analyse data collected. 

 

Okoh et al (2016) studied effect of petroleum profit tax on economic growth in Nigeria and used 

time series data through application of simple linear regression to analyse data 

collected.Adegbieand fakile (2011) examined petroleum profit tax and Nigerian economic 

mailto:festus.solanke@fuoye.edu.ng
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development and used chi-square and multiple regressions’ statistical models to analyse data 

collected. 

Muhammad et al (2019) examined the impact of petroleum profit tax on Nigerian economy and 

used correlation and regression analysis to analyse data collected. 

However, it was discovered from the studies above that different methods were used to analyse 

data collected and there was no author found applying co-integration approach, error correction 

approach, multi-regression model, long-run and short-run altogether. 

The gap was filled to investigate the contribution and influence of profit tax from petroleum on 

the economy in Nigeria and data were analysed through application of co-integration approach, 

error correction approach and multi-regression model; moreover long-run and short-run were 

used to find correlation between the variables. 

  

2. LITERATURE REVIEW 

 

Empirical Review 
Ogbonna and Appah (2012) carried out the impact of tax renovations on the Nigerian economy while 

using profit tax from petroleum and result showed a long-run equilibrium relationship.Umoru and 

Anyiwe (2013) researched on the relationship between the economy and national policy while using profit 

tax from petroleum and found out that they were positively related. Olatunji  and Adegbite (2014) 

researched on the effect of petroleum profit tax, interest rate and money supply in Nigerian economy and 

found out that they are positively related. Oremade, (2010) studied the perception of petroleum profits tax 

compliance in Nigeria with the oil companies and confirmed that there was lack of adequate data base. 

Jibrin et al (2012) studied impact of petroleum profits tax on economic development in Nigeria and 

discovered significant relationship between the variables. Ihenyen and Mieseigha (2014) studied taxation 

as a financial instrument for economic performance and found out that corporate income tax and value-

added tax imparted positively on gross domestic product.  

 

Edame and Okoi (2014) researched on the impact of taxation on investment and economic 

development in Nigeria and concluded that taxation is a good variable for government 

expenditure. Chude and Chude (2015) investigated the impact of company income tax on the 

profitability of brewery companies in Nigeria and found out that there is a positive correlation 

between taxation and profitability. Ayuba (2014) studied impact of non-oil tax revenue on 

economic performance in Nigeria and discovered that non-oil tax revenue impacted positively on 

economic performance in Nigeria. Adereti et al (2011) carried out a study on value added tax and 

economic performance in Nigeria and the results displayed a positive and significant correlation 

between VAT revenue and gross domestic product.    

 

Macek (2014) studied impact of tax revenue on economic performance in OECD countries and 

concluded that OECD countries should lower corporate and personal income taxes but indirect 

tax on consumption should be increased. Poulson and Kaplan (2008) studied impact of taxes on 

economic performance in United States of America and concluded that they were negatively 

related. Stoilova and Patonov (2012) studied impact of taxation on economic performance in 

twenty-seven (27) European Union countries and concluded that indirect tax was more efficient 

than direct taxes. Abdul-Rahamoh et al (2013) studied effect of petroleum profit tax on Nigerian 

economy and concluded that petroleum profit tax had significant impact on Nigerian economy. 

Eyisi et al (2015) researched on effect of taxation on macroeconomic performance in Nigeria and 

concluded that they were positively related. 
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Theoretical Review  

 

Neo-Classical Theory  

It was re-affirmed that there would be diminishing return when capital increased but without 

impacting on the economy. Bhartia (2009) studied the relationship between the state and 

provision of welfare facilities to people such as postal, railway services and supply of electricity. 

 

Benefit Theory 

It was stated that citizens should pay levies to the government when benefits have received from 

the state. The study used benefit theory to find out contribution of petroleum profit tax on 

Nigerian economy. 

 

3. METHODOLOGY 

The publications of Central Bank of Nigeria and the National Bureau of Statistics formed the 

secondary data (1960-2015). The techniques utilized in the study were the error correction model 

and co-integration approach. The error correction model was used for a short- run while co-

integration approach was used to find a long-run linear relationship between the interests.  

The co-integration and error correction models were adopted and modified in line with the 

specification of Tawose (2012), the model specified as follows: 

 

ΔGDPt = Θo +Θ1 (Δ PPT t-i) +  μt  ------------3.1      

Where: Δ  =  Difference Operator, Θi= Parameter to be estimated, t-i  =Unknown lags to be 

estimated, μt=  The error term. 

 

It was assumed that all variables behaved well; otherwise, equation (3.1) will translate to 

ΔkoGDPt = Θo + Θ1 (Δ
k1 PPT t-i) + μt --------------3.2       

Where: K= Order of differenciation. 

 

Equation (3.2) assumes that: K0 is not equal to K1, and then investigation was carried out in the 

presence of a co-integration amongst the variables (Johansen, 1988).  

The ECM gave an estimate of degree to which equilibrium behaviour derives short-run 

dynamics.  Hence, the speed of adjustment ascertained and noted are the existence of co-

integration and converged equation (3.2) to Error Correction Model (ECM) as shown below: 

ΔkoGDPt = Θo + Θ1(Δ
k1 PPT t-i) + + Θ2(ECMt-i) + μt     (3.3) 

 

4. DATA ANALYSIS AND DISCUSSION OF FINDINGS 

The findings divided into Descriptive Analysis, Correlation Analysis and Unit Root test. 

 

Descriptive Analysis 

The descriptive analysis result in table 1 showed an average petroleum profit tax generated a 

total of ₦542.5billionm; with a maximum of ₦660billion and a minimum of ₦425billion.  

The table displayed that variable has significant effects on real GDP.  

The implication of this is that a one Naira increase in PPT will lead to 16 kobo increase in real 

GDP. It is sensible because the oil industry is seen as an extractive industry and contributing 

little in terms of employment opportunities in the Nigerian economy.  
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Table 1: Summary of Descriptive Analysis 

Variables  Mean Std.Dev. Minimum  Maximum 

GDP  6.49e+05 7.61e+06 425b 660b 

PPT  .64521 .057 0 1 

      

      

Source: Researcher’s Computation, 2020 

 

Correlation Analysis 

The correlation matrix showed the relationship between variables and relationship that exists 

between long-run and short-run effects. The result obtained showed that there exists a 

relationship between the dependent variable and the independent variables which signifies that 

the independent variables can affect the dependent variables.  

The table below showed that variable has significant effects on real GDP in the long-run and 

short-run. The co-efficient of profit tax from petroleum is positive and significant at 1%.  

 

 Table 2: Correlation matrix 

Variable Coefficient t Statistic p Statistic 

PPT at long-run 0.162828* 5.899057 0.0002 

PPT at short-run 0.089795*** 2.192271 0.0645 

 Source: Researcher’s Computation, 2020 

 

    Unit Root Test 

    Table 3: Unit Root Test 

 AUGMENTED DICKY FULLER TEST PHILLIP PERRON TEST 
VARIABLES LEVEL FIRST 

DIFFERENCE 

ORDER OF 

INTEGRATION 

LEVEL FIRST 

DIFFERENCE 

ORDER OF 

INTEGRATION 

PPT  0.753736 -3.251567* 𝐼(1)  1.418113 -3.451158** 𝐼(1) 

GDP  4.296689  4.549443* 𝐼(1)  2.051412 -5.487767* 𝐼(1) 

*, **, and *** stand for significant at 1%, 5% and 10% respectivelySource: Researcher’s  

 

Computation, 2020 

The table presents a summary of the ADF and PP unit root test. 

The PPT test showed the same result at a 1% level of significance. The variable is stationary at a 1% 

level of a significant and 𝑒𝑡 fixed if the estimated α< 0 and significant. 

The unit root test of the test result showed that 𝑒𝑡 is fixed at a 1% level of significance using the 

ADF test. 

The full implication of this is that the variables are of the same interest and have a long-run 

association with co-integration in the long-run. 

Given the unit root test above, it was discovered variables were integrated of order one. The 

appropriate econometric analysis to apply was the Engel and Granger (EG) and co-integration test to 

run for long run association between variables. 

The EG Co-integration test basically involves running unit root test on the residuals obtained from 

estimating the following equation: 

𝐺𝐷𝑃𝑡 = 𝛽0 + 𝛽1𝑃𝑃𝑇𝑡 + 𝑒𝑡                     (1) 

From equation (1) above, the residuals can be gotten as 

𝑒𝑡 = 𝐺𝐷𝑃𝑡−𝛽0 − 𝛽1𝑃𝑃𝑇𝑡 



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

67 
 

The equation required for the unit root test on the error term is specified as 

𝑒𝑡 = 𝛿0 + 𝛿1𝑒𝑡−1 + 𝑣𝑡 

The above equation can be transformed into  

∆𝑒𝑡 = 𝛿0 + (𝛿1 − 1)𝑒𝑡−1 + 𝑣𝑡 

Or 

∆𝑒𝑡 = 𝛿0 + 𝛼𝑒𝑡−1 + 𝑣𝑡where α = (𝛿1 − 1) 

𝑒𝑡will be stationary if  the estimated α< 0 and significant. 

The unit root test of 𝑒𝑡is presented on the last row of Table 3 above. The test result showed that 𝑒𝑡 is 

stationary at a level and at 1% level of significance using the ADF test. The same result is obtained 

using the PP test. The full implication of this is that the variables have long-run association and co-

integrated in the long-run. 

 

    Table 4: Long-Run Relationship  

Variable Coefficient t Statistic p Statistic 

PPT 0.162828* 5.899057 0.0002 

C 13874.31* 39.74624 0.0000 

Adjusted R squared = 97% 

F Statistic = 121.96, Prob. (F Statistic) = 0.000 

Durbin Watson Stat = 1.88 

 *, ** and *** imply significance at 1%, 5% and 10% respectively. 

Source: Researcher’s Computation, 2020 

 

Findings: 

The table above showed that variable has significant effects on real GDP in the long-run. The co-

efficient of profit tax from petroleum is positive and significant at 1%.  

The implication of this is that a one Naira increase in PPT will lead to 16 kobo increase in real 

GDP. It is sensible because the oil industry is seen as an extractive industry and contributing 

little in terms of employment opportunities in the Nigerian economy. Hence, taxing the industry 

and using the proceeds to develop other segments of the economy will boost the economy’s 

performance. 

Finally, the constant term is positive and also significant at 1%. The R-Squared and Adjusted R-

Squared are approximately 90% and 87% respectively.  

The F-Statistics are significant at 1% level; implying that all the co-efficients in the estimated 

regression result are jointly significant. 

The Durbin Watson statistics of 1.88 suggests that the model is free from the problem of serial 

correlation that is, the error terms in estimated regression are not correlated 

 

Table 5: Post Estimation Tests 

  Test Statistics p-values 

Jacque-Bera Test for Normality 0.7789   0.6774 

    

Breusch-Pagan-Godfrey Heteroskedasticity Test: 0.556152   0.6557 

        

Breusch-Godfrey Serial Correlation LM Test: 0.0316   0.9690 

Source: Researcher’s Computation, 2020 

 



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

68 
 

The table presented the post estimation test results. The Jacque-Bera test for normality performed 

for the error term. The probability value of the test statistic is 0.6774. This probability value is 

too high to be rejected the null hypothesis of normality of the error term.  

The implication of this is that the error distributed with zero mean and a constant variance. It also 

satisfies the standard OLS assumption. 

The Breusch-Pagan-Godfrey Test for Heteroskedasticity performed for the variance of error 

terms. The F statistic of 0.5561 is not significant at the standard level of significance; forcing it 

to accept the null hypothesis of homoscedasticity (constant variance) of the error term. 

The Breusch-Godfrey test for serial correlation performed to test serial correlation. Again, the F 

statistic has a probability value of 17%. Hence, the null hypothesis of no serial correlation among 

the error terms is accepted. 

The conclusion derivable from this section is that the estimated model satisfies the assumptions 

of OLS. Hence, the parameters obtained are best, linear unbiased estimates (BLUE) 

 

     Table 6: Short Run Relationship  

• Variable • Coefficient • t Statistic • p Statistic 

D(PPT) 0.089795*** 2.192271 0.0645 

ERROR(-1) -0.982938* -3.410289 0.0066 

Adjusted R squared = 78% 

F Statistic = 6.857, Prob(F Statistic) = 0.014 

Durbin Watson Stat = 1.674 

*,**and*** imply significance at 1%, 5% and 10% respectively. 

Source: Researcher’s Computation, 2020 

 

The table presented the short-run relationship between variables. The co-efficients of the 

variables, except the coefficient of the lagged value error term, are significant at the 10% level. 

The coefficient of the lagged value of the error term is negative and significant at 1% level and 

conforms to theoretical expectation. 

The co-efficient of the lagged value of the error term is also known as an error correction 

mechanism (ECM). 

The short-run co-efficient of profit tax from petroleum is positive and significant; this implies 

that a one naira increase in PPT will improve the real GDP by ₦0.8. 

 

5. CONCLUSIONAND RECOMMENDATIONS 

The findings of this study contribute a better understanding of profit tax from petroleum and 

economy in Nigeria. The implication of the finding point majorly at policymakers, especially the 

Federal Board of Inland Revenue as the variable shows a positively significant relationship with 

the economy. It is glaring that the profit tax from petroleum has a high effect on the economy. 

The following recommendations emerged from the findings and conclusions of the study:  

(i) Profit tax from petroleum remit via an e-payment system or direct payment to the tax 

authorities' accounts. It will enhance and support the cashless economy system 

introduced recently. 

(ii) Tax clearance certificates and other tax documents used in government will enhance 

profit tax from oil industry. 
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Abstract 

This study investigates the impact of subsidy inclusion on the productivity of rice by 

farmers in Niger State. This study used a cross-sectional data to obtain information from 

132 rice farmers and applied a multiple regression analysis using seed subsidy, fertilizer 

subsidy, and micro credit on rice productivity. Finding shows that subsidy inclusion had 

a positive relationship with the rice productivity; that is both fertilizer subsidy and seed 

subsidy. Microcredit on the other hand is not significant to rice productivity. The study, 

therefore, recommends amongst others, that the prices of fertilizers should be further 

subsidized in order to ensure its affordability by all farmers, as well as access to micro 

loans should be improved.  

 

Keywords:  Farmers, Productivity, Seed, Subsidy, Rice and Badeggi Community 

 

1. INTRODUCTION 

Most countries of the world are known to improve the agricultural sector through granting of 

subsidies in other to guarantee the stabilization of food prices, ensuring mass production of food, 

improving farmers’ basic income earned from their outputs(Asfaw, Cattaneo, Pallante & Palma, 

2017). Subsidies are government expenditures to producers of agricultural commodities for the 

overall improvement and strengthening the agricultural sector of the economy. There are various 

views that subsidy should be embedded as part of the wider agricultural development strategy 

(Ochola & Fengying, 2015). By implication, the expected effects will include increase in crop 

outputs, productivity and incomes and by implication, poverty alleviation (Eboh, Ujah & 

Ameachina, 2006).  

 

Agriculture is one of the sectors of the economy in which different forms of subsidies are 

extensively used, despite effort by government to improve and increase the efficiency of 

agriculture through different forms of subsidy grants over the years. Evidence by Ayoola and 

Ayoola (2016) shows that in 2001 fertilizer subsidy rate was 35% under the Market Stabilization 

Scheme (MSS) era with the cost per metric ton to be ₦10,261, which has geometrically increase 

to ₦55,000 under the Growth Enhancement Support Scheme (GESS) of 2015 with 50% rate of 

subsidy. Furthermore, about ₦27 billion was earmarked by government to provide subsidy to 1.5 

million farmers for 2016/2017 dry season farming, with individual subsidy cost per head ranging 

from ₦22,125 to ₦24,825 (Federal Ministry of Agriculture and Rural Development, 2016). 

Similarly, some programmes such as the Agricultural Transformation Agenda [ATA], and 

National Fadama Development Project [NFDP] were implemented, in order to enhance credit 

access, and provide input subsidies to boost agricultural productivity. 

 

But, despite various implementations of these programmes, the sector is still mitigated by under 

development. Indeed, the failure of agricultural development initiative is attributed to different 

constraints that militate against smallholder farming in the country, which is mostly economic, 
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financial or political (Mgbenka & Mbah, 2016). Thus, for the achievement of any modern 

agricultural transformation and productivity, there is need for availability and adequate inputs 

(Obayelu, 2016). More so, programmes implemented should be adequately financed and 

politicization in the distribution of input subsidies should be discouraged. Also, other specific 

challenges hindering the performance of subsidy especially in boosting the production of 

agricultural products includes massive diversion of input supply by middle men, cumbersome 

acquisition process, late distribution of inputs and low quality of some of the inputs.  

 

However, little focus has been directed on the extent to which subsidy inputs has impacted on 

some agricultural commodities. Study by Eboh, Ujah and Amaechina (2006) examine the effect 

of the subsidy programmes on the fertilizer markets in Nigeria. Walkenhorst (2007) study 

emphasizes on the distortions to agricultural incentives in Nigeria. Banful and Olayide (2010) 

examine the perspectives of selected stakeholder groups in Nigeria on the Federal and State 

fertilizer subsidy programs. More recent, Wossen, Abdoulaye, Alene, Feleke, Ricker-Gilbert, 

Manyong and Awotide (2017) examine the productivity and welfare effect of e-voucher-based 

input subsidy in Nigeria. Micheal, Tashikalma and Maurice (2018) analyze the Growth 

Enhancement Support Scheme on agricultural inputs subsidy in Nigeria. While, Ayinde, Olaoye, 

Bolaji and Oloyede (2019) investigate the politics of fertilizer subsidy implementation and 

government structure in Nigeria. Despite these studies on subsidy, there efforts are not base on 

specific crop, as this study stands clear off by emphasizing on rice productivity. This study 

therefore examines the extent to which subsidy inclusion enhances rice productivity. 

 

2. LITERATURE REVIEW 

The act of granting financial aid or support by the government to economic sectors is termed 

subsidy. Amurtiya, Karniliyus and Chinda (2018) see input subsidies as grants government gives 

to farmers in order to reduce their cost of production and improve their profit margin. Most of 

these subsidies are driven by government launched programmes. Input subsidy programmes are 

associated with increasing farmers’ efficiency thereby lowering the prices of inputs in order to 

provide incentives to farmers (Seck, 2016). Farmers enjoy subsidy through lower cost on agro-

chemicals, credit in form of lower interest rate and infrastructure. These common component of 

farmers subsidy are the determinant of Keynes postulation, where he advocated for increase in 

expenditure by government and lowering of taxes in order to stimulate demand to pull the 

economy. Subsidy is granted by the government and a way of interfering in the running of the 

economy to ensure its stability. 

 

Empirically, Zhong et al (2013) investigate the effectiveness of agricultural subsidies policies in 

Huangp from Wuhan District, the study used ordered logistic model and the results showed that 

in the present price system, the agricultural labor supply and agricultural output can be promoted 

by agricultural subsidies.Akhmad (2016) analyzes the impact of price subsidy policy on fertilizer 

in production, demand and supply of corn in Indonesia. The study employed time series data 

from 1980 to 2012 and findings show that the price of fertilizer did not affect the production of 

corn.Seck (2016) investigates the impact of fertilizer subsidy on agricultural productivity in 

Senegal. The study employed farm-level survey data and discovered that fertilizer subsidy has a 

positive impact on agricultural productivity. But, Paudel and Crago (2017) examine the impact 

of government-led fertilizer subsidy program in Nepal. The study employed data from household 

survey and showed heterogeneity in the effect of the study, and findings shows that subsidy has a 

negative effect on agricultural productivity. Amurtiya et al (2018) analyze the agricultural inputs 

subsidy in Nigeria and an overview of the growth enhancement support scheme (GESS). The 

study used data on cost of fertilizer subsidy from 2001 to 2015 and finding from the study 
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showed that the scheme was able to deliver subsidized agricultural input to farmers which 

boosted farm output. Saheed, Alexander, Isa and Adeneye (2018) equally examine the 

agricultural output on agricultural commodity price in Kebbi State. The result regression from 

360 sample shows that agricultural output through ABP initiative has a significant impact on 

agricultural commodity price. 

 

On farm characteristics, Akwa-seky, (2013) investigate the impact of micro credit on farming 

activities. The study used 103 farmers randomly selected with variables such as micro credit on 

labour employed, working capital, output and income of farmers. The result shows that there 

exist a significantly large effect of the micro credit on the labour employed, working capital, 

output and income of farmers. Faridi, Chaudhry and Tahir (2015) analyse the impact of 

institutional credit on agricultural productivity in Pakistan, and the result shows that institutional 

credit not to be significant to agricultural output. Dhakal and Nepal (2017) tried to identify the 

contribution of microfinance services to rural farmers in syangja district of Nepal. A sample of 

385 farmers was collected and finding from the analysis shows that there is a positive and 

significant relationship between income and expenditure of farmers by the services of 

microfinance. Also, Khalil (2017) assesses the impact of microfinance on the profitability of 

small agriculture farmers in Pakistan. The result from 150 farmers shows that there is positive 

relationship between microfinance and profitability of small agriculture farmers. Wossen et al 

(2017) use productivity and welfare effect to analyze e-voucher-based input subsidy program in 

Nigeria. The study used propensity matching score on 1919 households and the result entails the 

effectiveness of the program towards welfare outcome. Amurtiya et al. (2018) use Growth 

Enhancement Support Scheme to highlights on the successes and challenges of it in Nigeria. 

Finding indicates that the scheme was able to deliver subsidized agricultural inputs to small-scale 

farmers with relative ease. Alfa (2020) assesses the relationship between the Anchor Borrowers 

Programme (ABP) and farmers’ productivity in Niger State, and finding shows that farm size 

and farming experience enhance rice productivity. 

 

3. METHODOLOGY 

This study used a cross sectional data set and a well structured questionnaires to examine how 

subsidy inclusion enhances rice productivity. A sample of 132 farmers was drawn from a 

population of 211 registered farmers that benefited from Anchor Borrowers Programme (Bank of 

Agriculture, 2018; Saunders et al., 2007). Badeggi community is one of the major towns in 

Katcha Local Government Area of Niger State, located on A124 highway with latitude 9.0563 

and longitude 6.143 (Nigeria Facts, 2020). The occupation of the predominant is farming, more 

specifically rice farming due to abundance of Fadama farm land in the area. It was selected due 

to large reserve areas for rice production and the presences of National Cereals Research 

Institute, Badeggi (NCRI). The institute usually coordinates farmers training and research grants 

for on-farm research. The study used a purposive sampling by targeting the beneficiaries of ABP 

scheme within the Badeggi Community. 

 

The variables used in this study comprises of Rice Productivity being the dependent variable is 

measured by the total output of rice produced in bags, subsidy on farm inputs such as seeds 

measured in kilogram, fertilizer measured in bags, access to farm implement and microcredit 

were measured in binary with one having access and zero otherwise (Alfa, 2020; Pide, 2006; 

Ihugba et al., 2013). Other independent variables include farm size measured in hectares, farm 

income measured by farmers previous income obtained from last year sale of rice produce, 

distance to home measured in minutes, and farming experience measured by number of years in 

farming activity (Alfa, 2020; Saheed et al., 2018; Faridi et al., 2015). In estimation, this study 
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used skewness and Kurtosis pre estimation test to ascertain the normality of the data. Aside the 

descriptive statistics used in describing the responses, the inferential statistics consist of multiple 

regression estimation given the dependent variable data to be a continuous variable. Also, to 

determine the level of farmers’ productivity, the output was further estimated base on quantity of 

bags produced with those farmers that produced above 20 bags have their production in tons, so 

as to see the effect of subsidy inclusion on output. The subsidy model is specified below: 

𝑅𝑃𝑖 = 𝛽1 + 𝛽2𝑆𝐷𝑖 + 𝛽3𝐹𝑇𝑖 + 𝛽4𝐹𝐼𝑖  +  𝜇 …………………………………………….. 1 

The model was expanded to include farm characteristics which are specified below: 

𝑅𝑃𝑖 = 𝛽1 + 𝛽2𝑆𝐷𝑖 + 𝛽3𝐹𝑇𝑖 + 𝛽4𝐹𝐼𝑖  + 𝛽5𝑀𝐶𝑖  + 𝛽6𝐹𝑆𝑖  + 𝛽7𝐹𝑁𝑖 + 𝛽8𝐷𝐻𝑖  + 𝛽9𝐹𝐸𝑖 +  𝜇  

…………………………………………………………………………………………. 2 

Where RP is the rice productivity, SD is the seed, FT is fertilizer, FI denotes farm implements, 

MC indicates microcredit, FS represents farm size, FN refers to farmers’ income, DH means 

distance to home from the farm land, FE shows farming experience, βs are the coefficient with i 

representing individual observation and 𝜇 is the error term. The model was further extended to 

include farmer’s characteristics as seen below: 

𝑅𝑃𝑖 = 𝛽1 + 𝛽2𝐴𝐺𝑖 + 𝛽3𝐺𝑁𝑖 + 𝛽4𝐸𝐷𝑖  + 𝛽5𝑆𝐷𝑖 + 𝛽6𝐹𝑇𝑖 + 𝛽7𝐹𝐼𝑖  + 𝛽8𝑀𝐶𝑖  + 𝛽9𝐹𝑆𝑖  +
𝛽10𝐹𝑁𝑖 + 𝛽11𝐷𝐻𝑖  + 𝛽12𝐹𝐸𝑖 +  𝜇……………………….………………………………. 3 

Where AG represents farmer’s age, GN shows the farmers gender, and ED standing for farmers 

educational level. 

 

4. RESULTS 

The results consist of both descriptive and inferential estimation. The result of the Skewness and 

Kurtosis shows the dataset are normally distributed, as Kline (2016)suggested a substantive 

value of Skewness not greater than 3 and Kurtosis not greater than 10. 

Table 1: Descriptive Results 

Variables Mean Standard 

Deviation 

Skewness Kurtosis 

Rice Productivity 31.89 42.46 1.08 3.02 

Seed 25.68 33.92 1.90 2.22 

Fertilizer 10.72 4.32 0.72 3.56 

Farm Implements 0.75 0.43 -1.15 2.33 

Microcredit 0.12 0.32 2.43 6.93 

Farm Size 2.01 1.87 2.23 10.55 

Farm Income  1705.68 1170.53 1.32 4.63 

Distance to Farm 35.20 27.56 1.86 7.38 

Farm Experience 17.63 12.67 0.75 2.60 

Age 36.62 14.61 0.50 2.08 

Gender 0.89 0.31 -2.56 7.54 

Education 2.70 1.04 -0.57 2.31 
Source: Author computation, 2020. 
 

The descriptive results in Table 1 shows average production to be 30 with a variation of 42.46, 

signifying the rice farmers’ were able to produce in commercial quantity. This high production is 

subject to the quantity of seeds planted, as majority of the farmers were able to obtained 25kg of 

improved seeds, the facilitation of this yields are in collaboration with NCRI Badeggi research 

units. An ABP scheme farmer was able to obtain an average of 10 bags of fertilizer at a 

reasonable price; courtesy of Nigerian government intervention through Presidential Fertilizer 

Initiative (PFI). The use of farm implements such tractors was highly employed by the farmers, 

most especially in land clearing as most farms involved hectares of land. But for microcredit 
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access, only few of them subscribe for the loan, may be due to interest rate and some 

technicalities associated with amount involved. Most of the farmers under the ABP scheme 

operate a large farm size with average farmer having 2 hectares of land, with an average of 17 

years of farming experience. The average distance from farm to home was 35 minutes, indicating 

most farmers have their farm lands not that far from their houses. For the farmers’ 

characteristics, it shows an average of ₦170,6 00 from their previous revenue of farm produce. 

Majority of the farmers are male dominated given the precarious nature of activities involve in 

rice farming, with at least obtaining the basic educational qualification. 

 

Table 2: Result on Subsidy Inclusion 

 Dependent Variable: Rice Productivity 

Variables All  ≤ 20 Bags  > 20 Bags 

Seed 0.733*** 

(0.148) 
 

 0.208*** 

(0.048) 

 0.523*** 

(0.149) 

Fertilizer 2.815** 

(1.170) 
 

 -0.068 

(0.109) 

 4.422** 

(1.971) 

Farm Implement 10.615** 

(4.888) 
 

 5.713*** 

(1.038) 

 -7.987 

(17.018) 

F-Stat 16.81*** 
 

 37.56***  5.43** 

R2 0.474 
 

 0.624  0.404 

N 132  77  55 
Notes: Robust standard errors are in parentheses, P values: significance *10%; **5%; ***1% 

Source: Author computation, 2020. 
 

The result on subsidy inclusion is presented in Table 2 with first model having all the production. 

The other two models are more specific and estimated based on metric tons, as rice productivity 

having less or equal to 20 bags are not measuring up to a ton, while above 20 bags makes a ton. 

The number of seed planted significantly contributes to rice productivity; this contribution is 

more for farmers that produced in tons. Fertilizer significantly contribute to rice output in all, 

while for output specific has less than a ton not to contribute to productivity, but did for those 

producing in tons. This signifies that fertilizer application has enhances productivity especially 

those that produces in tons. For the use of farm implement, it is positive and significant for all 

the output; whereas for specific output, it only contributes to those that produce 20 bags and 

below.  

 

Table 3 had estimation to include farm characteristics and household characteristics as control 

variables. In Table 3, further estimation shows that microcredit do not contribute to rice 

productivity, because majority of the farmers decline from taking the loan offered by most Micro 

Banks. Farm size is positive and significant to rice productivity, thereby contributing more to 

those that produce in tons in the two characteristics. Farm income was only significant at 10 % 

for those that produce below a ton, this indicates that those farmers complement their farming 

with the little revenue they generated in their previous year farming activity. Distance to farm is 

negative and significant, this suggests that as distance from home to farm increases, it affects the 

extent of productivity, due to constant visitation. Although, Badeggi being an accessible remote 

area has it farm centers located at outskirt, which are mostly 35 minutes walkthrough.  For farm 

experience, an increase in farm experience by 1 unit will leads to 0.3 unit increase in 
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productivity, though most farmers that engaged with the ABP scheme are farmers with long 

years of experience in rice farming, who were conversant with rice production stages. 

 

 

 

 

 

Table 3: Result on other control variables 
 Dependent Variable: Rice Productivity 
 Farm Characteristics  Farmers’  Characteristics 

Variables All  ≤ 20 

Bags 

 > 20 

Bags 

 All  ≤ 20 

Bags 

 > 20 Bags 

Seed 0.551*** 

(0.094) 

 0.183*** 

(0.051) 

 0.466*** 

(0.127) 

 0.509*** 

(0.084) 

 0.171*** 

(0.048) 

 0.343*** 

(0.119) 

Fertilizer 2.556** 

(1.083) 

 0.059 

(0.122) 

 3.757* 

(2.174) 

 2.572** 

(1.059) 

 0.079 

(0.120) 

 4.328** 

(2.143) 

Farm Implement 4.569 

(3.557) 

 5.052*** 

(1.067) 

 -4.276 

(13.423) 

 3.083 

(3.959) 

 5.395*** 

(0.996) 

 -13.875 

(15.694) 

Microcredit 0.779 

(6.317) 

 -0.067 

(1.338) 

 5.804 

(13.623) 

 -2.222 

(6.789) 

 0.478 

(1.335) 

 -3.156 

(17.619) 

Farm Size 7.301*** 

(1.747) 

 1.049** 

(0.465) 

 6.217** 

(2.995) 

 7.063*** 

(1.761) 

 1.040** 

(0.456) 

 5.206* 

(3.088) 

Farm Income  0.003 

(0.002) 

 0.001* 

(0.001) 

 0.002 

(0.005) 

 0.004 

(0.003) 

 0.001 

(0.001) 

 0.007 

(0.007) 

Distance to Farm -0.177*** 

(0.559) 

 -0.016 

(0.014) 

 -0.335** 

(0.142) 

 -0.181*** 

(0.061) 

 -0.013 

(0.014) 

 -0.323* 

(0.164) 

Farm Experience 0.278* 

(0.167) 

 0.030 

(0.047) 

 0.209 

(0.399) 

 0.909* 

(0.500) 

 -0.086 

(0.079) 

 1.704 

(1.243) 

Age       -0.729* 

(0.414) 

 0.120* 

(0.065) 

 -1.624* 

(0.899) 

Gender       -0.796 

(8.203) 

 0.417 

(1.243) 

 -19.144 

(18.936) 

Education       -0.326 

(0.299) 

 0.169 

(0.498) 

 -2.340 

(4.962) 

F-Stat 16.54***  28.76***  8.18***  12.70***  28.87***  7.45*** 

R2 0.603  0.632  0.516  0.624  0.657  0.586 

N 132  77  55  132  77  55 

Notes: Robust standard errors are in parentheses, P values: significance *10%; **5%; ***1% 

Source: Author computation, 2020. 
However, controlling for farmers characteristics, a mix result was found for age as it was 

negative for all and also for those who produce more than one tons of rice. This shows that as an 

increase in age negatively affects productivity, this is because majority of those that produce in 

tons are older in nature with vast experience in rice farming. But it is positive and significant for 

those that produce below a ton, as most farmers under this productive category can easily 

monitor their farm. Gender and farmers educational level is not significant as majority of the 

farmers are male and having secondary school certificate.  

 

5. CONCLUSION AND RECOMMENDATION 

A lot of farmers have under estimate the rate at which subsidy enhance farm produce. This study 

however examines the extent at which subsidy inclusion increases rice productivity using 

farmers that benefited from the ABP scheme. The study therefore concludes that subsidy on seed 

significantly contributes to rice productivity. Also, fertilizer subsidy was more specific for 

farmers that produce more than a ton, while subsidy on farm implement significantly increases 
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rice productivity for those that produce below a ton. Farm size generally leads to increase, 

whereas distance from home decreases rice productivity.   

This study therefore recommends a sustainability of subsidy to agricultural in puts, such that the 

prices of fertilizers as well as high breed seeds should further be subsidized in order to ensure its 

affordability by all farmers. The modalities of microcredit should be improved to grant farmers 

access to the loan. Also the technical nature attached to obtaining loans should be reduced, in 

order to attract farmers to applying for loans. 
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Abstract 
Accuracy and reliability of the annual financial statements are vital for the users of such 

financial statement to make sound and appropriate decisions. This fact has become a need of 

necessity in recent years and its importance intensified with the recent financial crisis because 

of the collapsed and liquidation of major financial institutions as well as other corporate entities. 

Even if there exists, strong accounting standards to guide financial accounting activities, 

sometimes it becomes impossible to prevent the manipulative behaviour of financial statement 

preparers who wants to effect the decisions of the financial statement users in favour of their 

companies. The objective of this study Big bath accounting: motives, techniques and 

possibilities of prevention come into being in order to present a more attractive business 

image and attract as many investors as possible. This may occur during of the 

organizational pressure at the turn of the new management to acknowledge failure or 

deficit because the old management and new management wanted to avoid such 

failures. This technique can also recognize the costs in future periods and the loss of the 

current period when the potential loss cannot be avoided in the current period. 

Consequently, the management undertakes “big bath” by charging the cost estimates 

later and do clear the desks. As a result, the next period earnings will be higher than it 

should be. The study concluded that big baths is one of the best earnings management 

techniques that suit the interest of management in building investors’ confidence 

without violating any accounting rules though unethical and if misused, it can cause 

damage to company’s reputation if it later discovers by the users of such financial 

statement. 

 

 

Keywords: Big Baths, Earnings Management, Income Smoothing, Big Bath 

Techniques. 

 

 
1. INTRODUCTION 
Annual financial reports of any organisation are the mediums through which concern stakeholders can 

gain an understanding about the financial performance of such an organisation. Many of the important 

decisions given by these stakeholders are based on the information extracted from the financial 

statements. Therefore accuracy and reliability of the annual financial reports are vital for the users of the 

financial statement in order to make sound and appropriate decisions. This fact has become a need of 

necessity in recent years and its importance intensified with the recent financial crisis because of the 

collapsed and liquidation of major financial institutions as well as other corporate entities.  
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Recently, corporate scandals and accounting inappropriateness at major companies across the 

globe have shaken investor confidence in the financial reporting process. To produce transparent, 

timely and reliable financial statements, accounting process should follow objective and consistent set of 

rules. When companies come under increasing pressure during economic turbulence, managers usually 

turn to the accounting department to improve the bottom line and thereby change, panel beaten and 

manipulating the information content of the company. Even if there exist strong accounting standards 

such as Generally Accepted Accounting Principle (GAAP) and International Accounting Standard (IAS) 

to guide financial accounting activities, sometimes it becomes impossible to prevent the manipulative 

behaviour of financial statement preparers, who wants to effect the decisions of the financial statement 

users in favour of their companies (Wang, 2008). 

 

Stolowy and Breton (2004) defined account manipulation as the ability to increase or decrease 

reported net income at will. They developed a framework classifying the activities of accounts 

manipulation in relationship with the two aspects of risk (systematic risk and financial risk) and 

categorized these activities into two categories as earnings management and creative accounting 

of which big bath is a subset. According to Amat and Gowthorpe (2004), there are other terms 

used to represent the manipulation of the accounts and used synonymously with creative 

accounting, big bath accounting, earnings management or as accounting magic, financial 

engineering, cosmetic accounting, window dressing, innovative accounting, merger magic, 

cookie jar reserves or income smoothing. 

However, big bath accounting come into being in order to present a more attractive business 

image and attract as many investors as possible. Financial statements are the mirror of every 

company’s business. They also represent a medium through which stakeholders make decisions 

base on the information provided in the financial statements of corporate entities (Yoon & 

Miller, 2002). This is precisely why the concept of big bath accounting has unfold.  

 

Earnings information as part of the financial statements is frequently targeted to be managed by 

those who are in the helms of affairs of the organisation. Such actions can be done by selecting 

specific accounting policies that go in line with the company’s target profit following the desire 

of management. Various tactics were used according to Siregar and Utama (2008) these are the 

big bath, income minimization, income maximization, and income smoothing. Among these 

patterns, big bath is a behaviour accounting that deserves to be noticed. 

 

Sometimes manager applying accounting policies by lowering revenue and increase expense of 

the current year. It is called the big bath, analysts and auditors called this ‘accounting magic’. 

This may occur during the organizational pressure at the turn of the new management to 

acknowledge failure or deficit because the old management and new management wanted to 

avoid such failures. This technique can also recognize the costs in future periods and the loss of 

the current period when the potential loss cannot be avoided in the current period. Consequently, 

the management undertakes “big bath” by charging the cost estimates later and do clear the 

desks. As a result, the next period earnings will be higher than it should be. 

 

2. LITERATURE REVIEW 

 

The Concept of Big Bath Accounting 

 

The term “big bath” is ordinarily defined as “the attempt to increase reported earnings in 

subsequent periods by charging items that may have a negative future impact to expenses in the 

current period, further worsening current period business results in an accounting period in 
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which results are bad (Itoh, 2007). According to Yoshihiro and Tomoaki (2011), big bathis 

defined as a process undertaken by a company when the latter suffers an annual profit decline too 

large to wipe out through discretionary items.  

 

Under such circumstances, the company may decide to ‘take a big bath’ in an attempt to 

maximise the reported setback. The idea is to portray a larger loss in the current year followed by 

a larger profit during the next year. This is achieved by incorporating future expenses into the 

current year instead of the next year. The effect is that management is able to report larger 

(positive) earnings in the following period (Fridson & Alvarez 2002).  

 

Big bath accounting is a form of creativity in accounting and according to Riahi-Belkaoui 

(2004), it is distinguished by three sets of circumstances. Riahi-Belkaoui (2004) denotes the first 

one as when a company is struggling, and decide to reduce the period’s earnings even further. 

They claim that the motive for this strategy is the management’s belief that they, nor the 

company, will suffer proportionately more by a greater hit since it already experience depressed 

earnings. By recognising expenses at this time, instead of later, these expenses will not affect the 

upcoming year’s profit. This is a way of manipulating the financials, which makes the following 

year seem more positive. Hence, the big bath makes it easier to recognize higher profits during 

the following periods since the costs have already been recognised during the previous year 

(Jordan & Clark, 2004).  

 

The second scenario is when a company is making a large non-recurring gain and therefore 

decides to lower the future cost by experiencing some expenses now, to be able to recognise less 

costs during upcoming times of difficulty (Riahi-Belkaoui, 2004). The big bath-scenario 

presented by Riahi-Belkaoui (2004) occurs when a company replace their CEO, as the motive 

might be to clear the decks to improve future earnings. In this scenario, the description of the 

phenomenon of big bath accounting made by Sikora’s (1999) correspond: it (big bath) is 

significant non-recurring losses or expenses that cumber the current period. Further, it might be 

desirable for a new CEO to start with a bad result, as if caused by the predecessor, to later appear 

as to have saved a sinking ship. This can be explained as the anchor effect, which states that an 

earlier result will be used as a point of reference for later results (Kahneman, 2011).  

 

If you are going to take a bath, make it a big bath. Recall of every solid piece of bad news you 

can have (Henry, 2008). There is always a possible way to get out. No matter how much bad 

situation it is. That way, you get as much bad news as possible out of the way at the same time. 

Big bath technique is used to decrease an organization’s revenue for the greater good in future. 

Though it’s depends on the relationship between the successors and predecessors. When a 

management take big bath in its first fiscal year it is considered as hostile change. And when big 

bath is taken during the period of predecessor’s resignation it is called amicable change. These 

tactics strengthen the management for future earnings (Otomasa, 1998). 

 

 

Motive behind Big Bath 

Increasing competition and the economic environment are just some of the reasons why 

companies resort to various accounting manipulation techniques, to conceal possible losses and 

or increasing current year expenses as the case may be under big bath and presenting the 

business in the best possible light. This does not necessarily mean that there is a violation of 

accounting standards and legal regulations, but the so-called ‘loopholes’ in the laws are used to 

present a better image of the business. 
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The reason manager involved in big baths practice is that managers may attempt to manage 

earnings because they believe reported earning influences investors and creditors decisions 

(Schroeder, 2011). A big bath may be taken, for example, “during the periods of organizational 

stress or reorganization” or when “a firm must report a loss” (Scott 2009). The likelihood of a 

big bath being taken when a management change occurs is also high. This is because firms seek 

to use a change of management as an opportunity to remove factors that may put pressure on 

future business performance. 

 

Changes of management can be divided into “hostile changes” and “amicable changes” 

according to the relationship between the predecessors and successors. Hostile management 

changes involve hostile relationships and amicable management changes involve amicable 

relationships. In hostile management changes, the newly appointed management may take a big 

bath in its first fiscal year in office. That is because “the expectation exists that even if an 

enormous extraordinary loss is recorded, management’s reputation will not suffer owing to the 

shifting of responsibility to the compensation system in place at the time or to other people” 

(Obinata, 2007). 

 

The big bath tactic can also be considered as something akin to measures taken to assure the 

soundness of a firm’s financial standing, called umidashi in Japan (Otomasa, 1998). Umidashi is 

a real activities manipulation “Involving the strategy of attempting to strengthen the business 

base and boost future earnings through asset streamlining” by means of “revelation of asset 

valuation losses” (Otomasa, 1998). In a nutshell, big bath intends to build loyalty and to gain 

investor confidence. 

 

Management changes are sometimes classified as “forced (non-routine) management changes” 

and “routine management changes.” Forced management change refers to dismissal or removal 

from office, and regular management change refers to death, completion of term of office, etc. 

Opinions are likely to differ on the criterion to be used in determining what is “hostile” and what 

is “amicable.” and elsewhere, the term “big bath” often refers to this situation. 

 

Empirical Evidences 

Studies have been conducted across the globe on the subject matter, dominated this body of 

knowledge are studies carried out by Nofan, (2019) on “the impact of cognitive creativity in 

accounting among Jordanian internal auditors on detecting creative accounting practives, a field 

study”; Thaer and Laith (2018) on “the impact of creative accounting on information quality in 

Jordanian commercial banks”; Jonida (2017) on “creative accounting and implementation 

opportunities”; Caroline and Amalia (2015) on “big bath and impairment of goodwill”; 

Yoshihiro and Tomoaki (2011) on “big bath and management change”; Lenka (2015) on “big 

bath as a determinant of creative accounting in small and micro enterprises”; Ahmad, Wiwik and 

Lucky (2018) on “potential big bath accounting practice in CEO changes (astudy on 

manufacturing companies listed in Indonesia stock exchange)”; as well as study by Uma and 

Gregory (2012) on “big bath, income smoothing and special items: an empirical investigation” to 

mention a few. It has been identified that none of these studies critically look at the motives and 

techniques behind the big bath accounting and none of the empirical studies reviewed proffer the 

possibilities of its prevention.   
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3. METHODOLOGY 

The study employed ex-post factor research design. Ex-post factorhelp to investigate possible 

cause and effect relationship by first identifying some existing consequence and searching back 

by analyzing causal factors. This is because ex-post factor research is useful to capture the best 

of qualitative study and it will enhance the researcher to examine detail features of big bath 

accounting practices in the organisation as intended. This method of techniques allows the 

researcher to combines qualitative research techniques, approaches, concepts or language in to a 

single study. The qualitative approach to research is concerned with subjective assessment of 

attitudes, opinions and behavior (Kothari, 2004). 

 

Application of Big Baths 

The application of big bath is generically referred to as earnings management, income smoothing 

or creative accounting (Van der, 2004). Information based on income smoothing and creative 

accounting may result in information with a different integrity than information resulting from 

real transactions. According to Bhasin (2016), creative accounting is an accounting practice that 

may adhere to accounting principles and standards but deviates from what those principles and 

standards intended to achieve in order to present the desired business image. 

 

In other words, creative accounting is the process of transforming accounting information from 

what it is to what the company wants it to be, using the loopholes and ambiguities in accounting 

standards to demonstrate financial success in a biased manner (Branka, Ivana & Ivo, 2018). Big 

bath is used by managers to manipulate information, for example, to smooth the bottom line and 

thereby build investors’ confidence. There are numerous ways in which book entries can be 

utilised to manage earnings of which big baths is inclusive (Wild et al. 2001). According to 

Branka, Ivana and Ivo (2018), the practice of creative accounting, earnings management, big 

bath or income smoothing as the case may be is not illegal which may be used as a strategic tool 

which is why auditors often neglect it. 

 

The manager did a big bath through a reduction in profit of this period. Selected periods usually 

a period with poor performance (often at times of recession where another company also 

reported earnings that bad) or current events going on an unusual occurrence such as change of 

management, mergers or restructuring. 

 

Big baths and Income Smoothing 

In order to see a clearer picture on how big bath works, this study will compare big bath and 

income smoothing. Income smoothing is a practice that is rather common and can stretch over 

several years. Smoothing of incomeis a way of removing volatility in earnings by levelling off 

the earnings peaks over some years and raising the valleys over the same period. Steps are 

therefore taken to reduce and ‘store’ profits during good years for use during slower years 

(Mulford & Comiskey 2002). Whereas the big baths phenomenon is more of a once-off practice 

since it is based on the unusual or non-recurring nature of a transaction. More also, big baths 

always applied when there is a change in the top-level management and or when the company 

record loss. The effect is that management will report larger earnings in the following period 

(Van der, 2004). 

 

In that case, income smoothing and big baths are in that sense, two opposite techniques as far as 

the frequency of application is concerned. Both the application of a big bath and the smoothing 

of income are generically referred to as earnings managementor creative accounting. 
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Big Bath Techniques 

A somewhat rare occurrence for many companies is when to remain competitive; they must 

substantially restructure or eliminate operations or subsidiaries. When this happens, GAAP 

permits management to records an estimated charge against earnings (a loss) for the cost of 

implementing the change. This estimated loss is usually reported as a nonrecurring charge 

against income, which means that it is not reported in regular operating earnings. Charging a 

large loss against current earnings typically has a negative impact on the current stock price 

because it is associated with bad news about the company’s competitiveness. However, if the 

charge and related operational changes are viewed as positive, the stock price may strongly 

rebound very quickly. 

 

Big bath techniques are used in the belief that if you must report bad news, i.e loss from 

substantial restructuring, it is better to report it all at once and get it out of the way. Accordingly, 

since many such charges are based on estimates, it is better to estimate losses on the high side to 

avoid possible earnings surprises later, as would happen if you selected middle or low-side 

estimates only to find out in a later period that the expenses had come in on the high side. 

Common circumstances where the big bath approach may be applied are in: 

1) Operations restructuring 

2) Troubled debt restructuring 

3) Asset impairment and write-down 

4) Operations disposal. 

 

A Big Bath Scenario 

A big bath scenario: Suppose company “A” knows that it is going to miss the stock markets 

forecast for the current year. Subsequently, management decides to increase their loss from 

₦40000 to ₦100 000 as follows: 

1) They write off an amount of ₦20 000 for goodwill that is still on their balance sheet after 

an unsuccessful acquisition. 

2) They accelerate their depreciation resulting in an additional loss of ₦35 000. 

3) They write off an amount of ₦5 000 outmoded assets. 

Steps 1 to 3 above enable the company to show an additional ₦60 000 profit in the next reporting 

period, helping investors to believe that the company bounced back. Note that company “A” 

cleverly managed to embark on a win-win situation as follows: 

1) Although the loss of the current period has increased from ₦40,000 to ₦100,000, chances 

are that this may not have much effect on investors’ sentiment, since stakeholders seem 

to tolerate negative market surprises better than positive surprises. 

2) The profit for the next period is increased. 

 

The Graphical Illustration of Big Bath Accounting  
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From Big bath graph above, it can be observed that the loss was increase graidently to the level  

 

of ₦100,000 whereas the actual loss for the period was ₦40,000.  In the subsequent year, the 

income was increase rapidly to ₦100,000 as at the end of the year whereas, the real income is 

₦60,000. Real income curve drops slowly, and rise more slowly to the level of ₦60,000 at the 

end of the year. 

Author’s Computation, 2020 

Author’s Computation, (2020). 

Possibilities of Preventing Big Bath Accounting  

The most effective measure of averting big bath is the institution of a very effective 

management. The responsibility of management would be to look at all areas of operations to see 

how efficiency could be induced. Such areas include: 

i. Resisting the changes of CEO during distress/decline of the company income which is 

the opportunity used by the incoming CEO to manipulate the financial statement. 

ii. The company should develop a whistleblower policy, encourage and reward 

whistleblower(s) as well hiding and protect the whistleblower identity. 

iii. Establishing sound and effective corporate governance controls. 

iv. Give priority to the development and application of forensic accounting. 

v. Recognising and insisting on the role of internal and external audit in identifying and 

reporting unfair estimates and preventing accounting manipulations. 

vi. Constantly changing of external audit service providers from one accounting period to 

another.  

vii. Continuously making employees aware of the code of ethics.  

 

4.  CONCLUSION AND RECOMMENDATIONS 

This study concludes that not all income smoothing is undesirable, some accounting magic may 

be harmless as long as it does not become frequent. When a company uses big baths as a tool, 

they should make sure that big baths does not harm any of the stakeholders. It is of paramount 

for the company to keep building trust. Sometimes managers applying accounting magic 

otherwise known as big bath which do occur during the organisational pressure at the turn of the 

new management when a company replace their CEO as the motive might be to clear the decks 

to improve future earnings. It might desirable for a new CEO to start with a bad result as if 

caused by the predecessor, to later appear as to have a sinking ship.  

 

In doing so, management must make proper use of sound accounting techniques whereby the 

integrity of the information that is reported to the stakeholders is beyond any suspicion since the 

intention of the management in applying big bath technique is to build loyalty and gain investors 

confidence. The big bath accounting is one of the best earnings management techniques that suit 

the building of investors’ confidence without violating any accounting rules (i.e accounting 

standard) though unethical and if misused, it can cause damage to company’s reputation if it later 

discover by the users of such financial statement.  
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Abstract 

Environmental issues have been subject of debates in contemporary times. Host 

community residents who are affected by corporate decisions on environment are 

asking for to participate in decisions affecting their interest. They want their interest 

considered; environmental regulations and laws fairly and duly enforced and the risk 

associated with the environment fairly distributed across the society. This paper 

identifies the importance of environmental justice to host community residents’ value 

with a view to putting forward measures to curb the detrimental impact of corporations’ 

activities on the environment. The study adopted survey research design using 

questionnaire to collect data from respondents. The researcher purposively selected 40 

listed manufacturing companies. The sample for this study consists of three executive 

officers from each of the Community Development Associations (CDA’s) where these 

organisations were located. A sample of 120 respondents were purposively selected. 

Descriptive and inferential statistics were used in analyzing and interpreting the data 

collected. The findings revealed that environmental justice had significant effect on host 

community resident’s value. The study further discovered that the mediating variables 

introduced had partial effect on the relationship between environmental justice and host 

community residents’ value. The study therefore recommends that managers of 

manufacturing companies should be alert to the interest of the host community, consider 

it in their organization plans, and include the community residents in such 

developmental plans, so as to continue to enjoy peaceful tenantable status and avoid 

environmental aggression.  

 

Keywords: Environmental Justice, Perceived benefits, Perceived costs, Host 

community resident, Value.  

 

1. INTRODUCTION 

Organisations have in addition to being responsible to their shareholders, other stakeholders 

among which are the host community residents, who are also directly and indirectly affected by 

corporate environmental decisions. Demand is continually on an increase for corporations to be 

held accountable to the environment and for the environment where they carry out their business 

activities by ensuring that their business activities are not such that is harmful to the environment 

(activities that are environmentally and socially desirable) (Abassi, Kausar, Ashiq, Inam, Nasar 

& Amjad, 2012; Lipunga, 2013; Masud & Hossain, 2012; Odewole, 2018; Tjia and Setiawati, 

mailto:oodewole@unilag.edu.ng
mailto:bisongs@yahoo.com
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2012). Environmental problems have been on the spotlight of social, economic, political and 

corporate discuss as a result of the negative effect, it has on the global ecosystem. 

 

Nigeria environment had not been immune from these, it had been hampered by environmental 

vices such as destruction of landscape, climate change, overexploitation of natural resources, oil 

spill, erosion, environmental pollution among others, which had resulted in losses experienced in 

the form of destruction of arable farmlands, air and the waterways which affect the life of man, 

plant and animal and which eventually resulted in loss of revenue to the community in particular 

and the general government (Mmadu, 2013; Uwuigbe, 2011), the study of Obemene and Olaoye 

(2009) as cited in Eze, et al., (2016) discovered that this was as a result of Nigeria’s rush into 

developmental plans without making provision for environmental pollution control and waste 

management strategies in its management policies.  

 

To curtail the negative effects of environmental degradation, government across the globe had 

been involved in various environmental strategies and policies which would encourage 

monitoring the interactions of man with it’s environment, which led to environmental 

sustainability (Odewole, Akintoye, Salawu & Adegbie, 2020). Corporate organisations, cannot 

achieve sustainable development without involving host community residents (Nicholas, Thapa 

&Ko, 2009). The support of the community residents is, therefore, a cogent factor in the 

consideration of environmental justice. Millner (2011) argued that the absence of environmental 

justice leads to the residents of the community experiencing environmental risks and negative 

influence of human activities.  

 

Understanding the clamour of the host community residents for their inclusion in corporate 

decision-making particularly as it regards the environment will assist in understanding and 

promoting environmental justice. Majority of the research in this area were from the legal, 

hospitality and tourism among which are the studies of (Mmadu, 2013 Okonmah, 1997; 

Holifield, 2014; Lee, Li & Kim, 2007 and Lee, 2013). This present study is therefore aimed at 

filling the gap identified in the accounting literature by developing a conceptual framework to 

explain the effect of environmental justice on the host community residents’ value of listed 

manufacturing companies in Nigeria. The rest of this paper is made up of the literature review 

theoretical framework, research methodology, data analysis, conclusion and recommendation. 

 

2. LITERATURE REVIEW  

This section discussed and developed a conceptual model to show the effect environmental 

justice on host community residents’ value while perceived costs and perceived benefits serves 

as moderating variables. 

 

Environmental Justice and Host resident’s value 

Environmental Justice has not really been an issue for debate in developing countries. This may 

be as a result of the fact that the immediate effect of the environment on people is not 

pronounced unlike other social vices like unemployment, violence in the community, breakdown 

in the family among others (Milner, 2011).Studies have identified that perceived benefit has 

significant and positive effect on environmental development while perceived costs have 

significant and negative effect on environmental development (Gursoy, Jurowski, & Uysal, 

2002; Gursoy & Kendall, 2006; Nunkoo & Ramkissoon, 2011). The study of Mmadu (2013) 

discovered that environmental justice can come into reality only when there are enough 

opportunities for those affected with environmental pollution to get compensation in the judicial 

system, the absence of which could result in unhealthy agitations and apathy.  
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Deegan and Unerman (2011) stated that corporations in the course of their business activities 

make use of natural resources which are naturally deposited in the community which does not 

only belong to the organisations, they in return emit waste (unhealthy) from their activities to the 

environment, the community would expect that the benefits they get from environmental 

management should in all ramification exceed the cost borne. Morgera (2006) identified that 

organisations in establishing their corporate environmental responsibility should conduct their 

business activities in a responsible manner paying particular attention to issues that affect the 

environment such as pollution and land degradation, deforestation/desertification, greenhouse 

gases/carbon dioxide emissions.  

 

Gatimbu and Mukaria (2016) study found out that involving the community in corporate 

environmental disclosure has a significant effect on financial performance. Shimshack and Ward 

(2005) discovered that when fines are imposed on erring environmental offenders, future 

environmental violations would reduce. Enyi (2012) advocated that a need to modify and expand 

the scope and usefulness of environmental accounting arises, the study, however, recommended 

the amendment of existing laws so as to improve the various systems in the environment. Ojo & 

Gaskiya (2003) opined that ineffective environmental laws, lack of independence of the 

countries’ judicial system, as well as the absence of the political will to compel the obedience of 

existing legal provisions lead to inability to access justice on a national level. According to Vidal 

(2011) as cited in Mmadu (2013) the absence of environmental justice resulted in the community 

resident’s adoption of various means of protecting their environment. Measures adopted range 

from militancy to embracing dialogue, whether with the government or the companies operating 

in those localities. Sometimes the people confront the organisations operating in these areas 

openly, or they institute court orders. 

 

Host Community residents’ value 

Environmental development without adequate planning and involvement of the host residents’ 

value can result in social, economic, cultural and environmental damages to the communities and 

the host residents alike, while the attitude and responses given to environmental issues may be as 

a result of host residents’ members’ attachment to the environment (Lee, 2013). Host residents’ 

participation plays a major role in sustainable development and environmental justice because 

Host residents’ participation can create or increase their value, this is as stated in the study of 

(Jamal & Getz, 1995) where the participation of the community can result in an increase in 

community value by improving tourism development positively and reducing any negative 

effects. Community involvement is said to be the length at which host residents take part in 

sharing information relating to their existence with their communities. It is said to be a critical 

factor in developing community-based conservation (Jones, 2005; Lepp, 2007). 

 

Raza (2011) identified that value creation should be the main issue in every community, it should 

be identified as the major objective in the community and this should be communicated by the 

community leaders to all the residents. Studies showed that involving local community residents 

in corporate decision-making can result in convincing the community of the need to incorporate 

vital environmental issues into the local economy which will generate more opportunities 

(Sebele, 2010; Aas, Ladkin, & Fletcher, 2005). Host community residents especially those 

situated in environmentally deficient areas are requesting the corporations operating in these 

areas to prove to them that they will incorporate their interest in corporate decision-making 

(Odewole, 2018). 
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Environmental justice 

Treating people fairly, without giving credence to their race, colour, level of income, or 

nationality, in the consideration for the implementation and enforcement of environmental 

regulations, policies and laws is what environmental justice stand for (Environmental Protection 

Agency of the United States EPA). Milner (2011) stated that environmental justice demand that 

everyone affected by the impact environmental activities have or will have on them have every 

right and should be included in such decision-making process and have their interest considered 

such that environmental regulations and laws are duly and fairly enforced so as the risk 

associated be fairly distributed in the society. Choi & Murray, 2010;Nicholas et al., 2009; Lee, 

2013, made use of perceived benefits and perceived costs in mediating community involvement 

in supporting development in their study on tourism. This study adopts both perceived benefits 

and perceived costs in detecting any kind of relationship environmental justice has on host 

community residents’ value  

 

Theoretical Review 

This study is premised on the social exchange theory. The theory was propounded by George 

Homans in 1958 (Homans, 1958) and was later developed by Peter Blau and Richard Emerson. 

The social exchange theory stated that an interaction (between the organisation and host 

community) that brings approval from other people is more likely to be continuously repeated 

than an interaction that generates disapproval. It is therefore possible to determine the continuity 

of any interaction with this formula: 

Behavior (profits) = Rewards of interaction – Costs of interaction. 

The theory further established that if the reward generated from any interaction exceed the 

punishment therein, then the interaction is likely to continue to occur. The theory assumes that, 

parties involved in the interaction are rationally looking forward to profit maximization; social 

credit is preferable to social indebtedness; when individuals feeling towards an act is 

continuously deprived, the more value he/she attached to such act; Human beings are rational 

people and work out the best possible means of competing in a rewarding situation (Homans, 

1958).  

 

Social exchange system has been adopted in supporting environmental development. Host 

community residents have to take decision on whether to demand that the organisations which 

have caused serious detrimental effect on their environment in the course of their daily business 

activities be held accountable for the damages they’ve done, or whether to weigh the costs and 

benefits of seeking justice for the detrimental effects corporate activities have on their 

environment.  

 

3. METHODOLGY 

This study adopted survey research design. Questionnaire was constructed to elicit data for the 

purpose of this study. The questionnaire contained items for measuring environmental justice, 

perceived benefits of environmental justice and perceived cost of environmental justice, and host 

community residents’ value. The study used questions on perceived benefits and costs as 

mediating variables to better understand the effect of environmental justice on host community 

residents’ value. Questions on environmental justice and host community resident value were 

gotten from the study of Odewole (2018) and were modified while questions on perceived 

benefits and perceived costs were retrieved from the study of Lee (2013) and modified for the 

purpose of this study. The responses were scored on a five-point Likert scale ranging from 5 for 

“Strongly Agree to 1 for “Strongly Disagree”. The study measured Environmental Justice with 
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responses on questions (1-4), perceived benefits (5-8) perceived costs (9-11) and Host 

Community Residents value with responses on questions (12 – 15).  

 

Sampling Technique 

The sample of the companies selected for this study was purposively done to include 40 listed 

manufacturing companies whose head offices are located in Lagos. This is in order to have easy 

access to the respondents and easy retrieval of the questionnaire. The sample for this study was 

made up of three executive officers from each of the Community Development Associations 

(CDA’s) in the environment where these organisations were located. With this, samples of 120 

respondents were purposively selected. The questionnaire was personally administered on the 

respondents by the researchers, adopting a one-on-one method. With this a total of 102 usable 

questionnaire was retrieved.  

 

Data analysis 

To study whether the data for this study is normal, the researchers carried out Kolmogorov-

Smirnov test to determine if the distributions of EJ, PEB, PEC, and HCRV were significantly 

different from a normal distribution. The result showed that the distributions of the variables 

significantly differed from normality considering alpha to be 0.05: EJ (D =0.288, p= 0.000), PEB 

(D = 0.336, p = 0.000), PEC (D = 0.220, p = 0.000), and HCRV (D = 0.228, p = 0.000). It could 

therefore, be concluded that all research variables have normal distribution (table 2). Descriptive 

and inferential analysis was done using Statistical Package for Social Science Students SPSS 

version 25. 

 

Model Specification and Research Hypothesis 

Figure 1, showed the conceptual model and expected relationships between the variables 

HCRVi = γ0i + γ1EJi + µi …………………………….………….…….…………….…….(1) 

HCRVi = δ0i + δ1PEBi+ δ2EJi + µ2 ………………….…………….…….……...….…….. (2) 

HCRVi = θ0i + θ1PECi + θ2EJi + µ3 ……………..…..…………….…….……...….…….. (3) 

HCRVi = β0i + β1EJi + β2PEBi+ β3PECi+ µ4 ……...……………………….……..…...…(4) 

HCRVi = λ0i + λ1PEBi + µ5 ……………………………….…………….….…..………….(5) 

HCRVi = α0i + α2PECi + µ6 …..…………….……………………….....….…….…………(6) 

PEBi =   ∞0i + ∞1EJi + µ7 …………………………….………………….…..………..…...(7) 

PECi =   ¥0i + ¥1EJi + µ8 …………………………………..…….……………..…………..(8) 

 

Mediation Model 

HCRVi = δ0i + δ1PEBi+ δ2EJi + δ1PEBi *δ2EJi + µ2 ……………………………………… (1) 

HCRVi = θ0i + θ1PECi + θ2EJi + θ1PECi * θ2EJi + µ3 ……………..….…............….…….. (2) 

HCRVi = β0i + β1PEBi + β2PECi+ β3EJi+ β1PEBi *β2PECi* β3EJi+µ4 …………….……(3) 
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Figure 1. Researchers’ Conceptual Model 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Researchers’ Conceptual Framework, 2020 

 

4. Results and Discussion of Findings 

 

Response Rate 

The response rate for the study showed the suitability of the study procedure. This study 

administered one hundred and twenty copies of questionnaire to the selected CDA executives 

and achieved a response rate of 85%.  

 

Table 1: Sample size and percentage of response rate 

Stakeholders Sample Questionnaire 

returned 

Questionnaire 

not returned 

Response 

rate 

Local community resident 120 102 18 85.00% 

Source: Researchers’ Field Survey, 2020  

 

Table 2: Determination of the Correlation coefficient 

 HCRV EJ PEB PEC 

HCRV 1.000    

EJ 0.550*** 1.000   

PEB 0.686*** 0.518*** 1.000  

PEC 0.981*** 0.477*** 0.567*** 1.000 

***, **, * level of significant at the 1%, 5% and 10% respectively. 

Source: Researchers’ Computation, 2020 

 

Interpretation 

The correlations were examined using Karl Pearson correlation coefficient as represented by 

Table 2. Considering alpha to be 0.05, the correlation between EJ and HCRV (rp = 0.550, p< 

.001) was significant and positive with a coefficient of 0.550, showing a high effect size. This 

showed that EJ increases, HCRV also increases. The correlation between PEB and HCRV (rp = 

0.686, p< .001) was also significant and positive with a coefficient of 0.686, showing a high 

effect size. This showed that PEB increases, HCRV also increases. The correlation between PEC 

and HCRV (rp = 0.981, p< .001) was significant and positive with a coefficient of 0.981, 

showing a high effect size. This showed that PEC increases, HCRV also increases. The 

correlation between EJ and PEB (rp = 0.518, p< .001) was significant and positive with a 

coefficient of 0.518, showing a high effect size. This showed that EJ increases, PEB also 

Environmental 

Justice (EJ) 

Perceived 

benefits 

(PEB) 

Perceived 

costs 

(PEB) 

Host 

Community 

Resident Value 

(HCRV) 
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increases. The correlation between EJ and PEC (rp = 0.477, p< .001) was significant and positive 

with a coefficient of 0.477, showing a moderate effect size. This showed that EJ increases, PEC 

also increases. The correlation between PEB and PEC (rp = 0.567, p< .001) was significant and 

positive with a coefficient of 0.567, showing a high effect size. This showed that PEB increases, 

PEC also increases. 

 

Table 3. Result of Regression analysis  

 Model 1 

(HCRV) 

Model 2  

(HCRV) 

Model 3  

(HCRV) 

Model 4  

(HCRV) 

Model 5  

(HCRV) 

Model 6  

(HCRV) 

Model 

7 (PEB) 

Model  

8 (PEC) 

Constant 1.730 

[4.040] 

(0.000) 

0.577 

[-1.170] 

(0.245) 

0.205 

[5.571] 

(0.028) 

-0.405 

[-5.569] 

(0.000) 

-0.162 

[-0.325] 

(0.746) 

0.542 

[6.888] 

(0.000) 

2.915 

[9.597] 

(0.000) 

1.810 

[3.636] 

(0.000) 

EJ 0.614 

[6.588] 

(0.000) 

0.297 

[3.283] 

(0.001) 

0.119 

[5.571] 

(0.000) 

0.057 

[4.158] 

(0.000) 

- - 0.400 

[6.051] 

(0.000) 

0.587 

[5.421] 

(0.000) 

PEB - 0.792 

[6.751] 

(0.000) 

- 0.249 

[13.074] 

(0.000) 

0.991 

[9.427] 

(0.000) 

- -  

PEC - - 0.843 

[48.586] 

(0.000) 

0.778 

[66.911] 

(0.000) 

- 0.889 

[51.113] 

(0.000) 

-  

R2/Adj. 

R2 

0.303 0.523 0.972 0.989 0.471 0.963 0.268 0.227 

F-Stat 

Sig  

43.407  

(0.000) 

54.166  

(0.000) 

1714.099  

(0.000) 

3161.131 

(0.000) 

88.870 

(0.000) 

2612.570 

(0.000) 

36.616  

(0.000) 

29.387  

(0.000) 

***, **, * level of significant at the 1%, 5% and 10% respectively, t-statistics are in square 

bracket [], while p-values are in (). 

Source: Researchers’ Computation, 2020 

 

Interpretation 

Linear regression was performed to examine if EJ, PEB and PEC significantly predict HCRV 

considering an alpha value of 0.05. Regression with EJ predicting HCRV was conducted and 

showed a positive and significant effect, with R2 = 0.303, that is 30.3% variance in HCRV could 

be only be explained by the model F(1, 100) = 43.407, p˂0.001, indicating that EJ was 

significant in predicting HCRV, B = 0.614, t(100) = 6.588, p< .001, indicating that a unit 

increase in EJ will increase HCRV by 0.614 units. With this, the H01 was rejected and conclusion 

was drawn that environmental justice (EJ) has significant positive effect on Host community 

residents’ value (HCRV) value. 

 

The regression of HCRV on EJ and PEB was significant, with R2 = 0.523, that is 52.3% variance 

in HCRV could be explained by this model. F(2, 99) = 54.166, p˂ 0.001,indicating that EJ and 

PEB are responsible for a significant level of variance in HCRV. When EJ was included in the 

model PEB acts as a significant predictor of HCRV, B= 0.792,  t (99)= 3.283, p< .001, indicating 

a unit increase in PEB increases expected value of HCRV by 0.792 units, the model also showed 

when PEB was included in the model, EJ significant predicted HCRV, B = 0.297, t(99) = 6.751, 

p< .001, indicating a unit increase in EJ increases expected value of HRCV by 0.297units. With 

this, the H02 was rejected and conclusion was drawn that perceived benefits act as a mediator 

between environmental justice (EJ) and Host community residents’ value (HCRV). The 

mediating effect was discovered to be positive and significant. 
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The regression of HCRV on EJ and PEC was also significant, with R2 = 0.972, that is EJ and 

PEC could only explain for 97.2% variance in HCRV while 2.8% variance could be due to other 

factors not captured by this model. F(2, 99) = 1714.10, p< .001 indicating that EJ and PEC 

represent a significant amount of variance in HCRV. The result of the individual predictors 

showed that when PEC was included in the model, PEC significantly predicted HCRV, B = 

0.843, t(99) = 48.586, p< .001, indicating a unit increase in PEC increases expected value of 

HRCV by 0.843units, when PEC was included in the model, EJ significant predicted HCRV, B = 

0.119, t(99) = 5.571, p< .001, indicating a unit increase in EJ increases expected value of HRCV 

by 0.199units.With this, the H03 was rejected and conclusion was drawn that perceived costs act 

as a mediator between environmental justice (EJ) and Host community residents’ value (HCRV). 

The mediating effect was discovered to be positive and significant. 

 

The regression of HCRV on EJ, PEB and PEC was significant, with R2 = 0.989, that is EJ, PEB 

and PEC could only explain 98.9% variance in HCRV while 1.1% variance could be due to other 

factor(s) not captured by this model. F(3, 98) = 3161.131, p< .001, indicating that EJ, PEB and 

PEC accounted for a significant level of variance in HCRV, when EJ and PEB were included in 

the model, PEC significantly predicted HCRV, B = 0.778, t(98) = 66.911, p< .001, indicating a 

unit increase in PEC increases expected value of HRCV by 0.778units. PEB was a significant 

predictor when EJ and PEC were in the model, B = 0.249, t(98)= 13.074, p< .001 indicating a 

unit increase in PEB increases the expected value of  HRCV by 0.249 units and EJ significantly 

predicted HCRV when PEB and PEC were included in the model, B = 0.057, t(98) = 4.158, p< 

.001 indicating a unit increase in EJ increases the expected value of HRCV by 0.057 units. With 

this, the H04 was rejected and conclusion was drawn that both perceived benefits (PEB) and 

(PEC) act as mediators between environmental justice (EJ) and Host community residents’ value 

(HCRV). The effect was discovered to be positive and significant. 

 

The regression of HCRV on PEB was significant, with R2 = 0.471, that is PEB could only 

account for 47.1% variance in HCRV while 52.9% variance could be due to other factors not 

captured by this model. F(1, 100) = 88.870, p< .001. PEB significantly predicted HCRV, B= 

0.991 t(98) = 9.427, p< .001, indicating a unit increase in PEB increases expected value of 

HCRV by 0.991 units. This study, there reject the H05 and conclude that perceived benefits has 

significant positive effect on Host community residents’ value (HCRV). The study also rejected 

the H06 when it discovered that the regression of HCRV on PEC was significant, with R2 = 

0.963, that is 96.3% variance in HCRV could only be explained while 3.7% variance could be 

due to other factors not captured by this model. F(1, 100) = 2612.170,  p< .001. The results also 

showed that PEC has a significant effect on HCRV, B = 0.889, t(100)=51.113, p< .001 indicating 

a unit increase in PEC increases expected value of HCRV by 0.889 units. The regression with EJ 

predicting PEB, showed that the regression of PEB on EJ was significant R2 = 0.268, that is 

26.8% variance in PEB was accounted for while 73.2% variance could be due to other factors not 

captured by this model. F(1, 100) = 36.616, p< .001. Furtherance to this, EJ significantly 

predicted PEB, with B = 0.400, t(100)= 6.051, p< .001, indicating a unit increase in EJ increases 

PEB by 0.400 units. With this, the H07 was rejected and conclusion was drawn that perceived 

benefits has significant positive effect on environmental justice (EJ). 

 

The regression of PEC on EJ was also significant, with R2 = 0.227, that is 22.7% variance in 

PEC could be explained while 77.3% variance could be due to other factors not captured by this 

model. F(1, 100) = 29.387, p< .001, indicating that EJ significantly predicted of PEC, B = 0.587, 

t(100) = 5.421, p< .001, indicating a unit increase in EJ increases PEC by 0.587 units. With this, 
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H08 was rejected and conclusion was drawn that perceived costs has significant positive effect on 

environmental justice (EJ).  

 

 

Mediating variables 

             c= 0.550 

     

 

  

   c’= 0.266 (0.107) 

 

 a= 0.518***    d= 0.477***                     

             e= 0.931***   

             

 b = 0.548***           

        

 

 

 

 

    

        

Source: Researchers’ Computation, 2020 

 

Table 4: Coefficient for the mediating effect of PEB 

Testing paths B SE(B) T Lower and upper 

bound 

Θ Sr2 

Path c: Host Community Residents’ Value (HRCV)   

R2 =0.303        F(1, 100) = 43.407,  p = 0.000  

Environmental justice 

(EJ) 

0.614*** 0.093 6.588 0.429, 0.799 0.550 30.25% 

Path a:  Perceived benefits (PEB) 

R2 =0.268        F(1, 100) = 36.616,  p = 0.000 

Environmental justice 

(EJ) 

0.400*** 0.066 6.051 0.269, 0.531 0.518 26.83% 

Path b & c: Host Community Residents’ Value (HRCV)  

R2 =0.523        F(2, 99) = 54.166,  p = 0.000  

Environmental justice 

(EJ) 

0.297*** 0.091 3.283 0.118, 0.477 0.266 7.08% 

Perceived benefits 

(PEB) 

0.792*** 0.117 6.751 0.599, 1.024 0.548 30.03% 

Total (a) *(b)     0.146  

Source: Researchers’ Computation, 2020 

 

 

 

 

 

 

Environmental 

Justice (EJ) Host Community Resident 

Value(HCRV) 

Perceived 

benefits (PEB) 

Perceived 

costs (PEC) 

Environmental 

Justice (EJ) 

Host Community 

Resident Value 

(HCRV) 
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Table 5: Coefficient for the mediating effect of PEC and PEB 

Path c: Perceived costs (PEC)  

R2 =0.228       F(1, 100) = 29.516,  p = 0.000 

Environmental justice 

(EJ) 

0.589*** 0.108 5.433 0.374, 0.804 0.477 

Path a:  Perceived benefits (PEB) 

R2 =0.268       F(1, 100) = 36.616,  p = 0.000 

Environmental justice 

(EJ) 

0.400*** 0.066 6.051 0.269, 0.531 0.518 

Host community resident value (HRCV) 

R2 =0.990       F(3, 98) = 3245.110,  p = 0.000 

Environmental justice 

(EJ) 

0.057*** 0.014 4.181 0.030, 0.084 0.18% 

Perceived costs 

(PEC) 

0.779*** 0.012 67.804 0.756, 0.802 68.4% 

Perceived benefits 

(PEB) 

0.246*** 0.019 13.086 0.209, 0.284 1.74% 

Host Community Residents’ Value (HRCV) 

R2 =0.303        F(1, 100) = 43.407,  p = 0.000 

Environmental justice 

(EJ) 

0.614*** 0.093 6.588 0.429, 0.799 0.550 

Source: Researchers’ Computation, 2020 

 

Interpretation of Mediation result 

Mediation was conducted to determine whether H02, H03 and H04 were met by the mediation rule 

and their level of mediation. The result exerts a partial mediation that is since both the indirect 

and total effects were significant, partial mediation was supported by both mediators (PEB, PEC)  

 

4.  DISCUSSION OF FINDINGS 

The study found out that both perceived benefits and perceived costs positively mediated the 

relationship between environmental justice and host community residents’ value. These findings 

support previous studies where these variables had been used as mediator. (Nicholas, et, al., 

2009; Nunkoo & Ramkisson, 2011; Lee, 2013; Mmadu, 2013). The social exchange theory, 

buttressed the fact that both mediators (perceived benefits and perceived costs) effectively 

predict increases in host community residents’ value. With this, the paper highlighted that 

perceived costs and perceived benefits mediated partially the effect of environmental justice on 

host community residents’ value. The paper contributed to the accounting literature by 

examining the linear relationship existing between these variables. The positive and significant 

relationship existing between environmental justice, perceived benefits and host community 

residents on one hand, environmental justice, perceived costs and host community residents on 

the other hand and environmental justice, perceived benefits, perceived costs and host 

community residents. The study discovered that environmental justice has a positive and 

significant effect on host community residents’ value, also perceived benefits played a partial 

mediation role between environmental justice and host community residents’ value, thus, in 

demanding environmental justice from the corporate organisations, host residents are partially 

affected by the perceived benefits of their demand to increase their value. In other words, as the 

demand for environmental justice increases host community residents’ value increases, as 

environmental justice increases, perceived benefits increase, and also as perceived benefits 

increases host community residents’ value increases, perceived benefits partially affect host 
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community residents’ value in the demand for environmental justice. Therefore, notwithstanding 

the benefits attached, host community residents should demand and be granted environmental 

justice. 

 

Perceived costs also played a partial mediation role between environmental justice and host 

community residents’ value, which also mean that, in the demand for environmental justice from 

the corporate organisations, host residents are partially interested in the perceived costs of their 

demand in increasing their value. That is, as perceived costs increase host community residents’ 

value increase, and also as environmental justice increases, perceived costs also increases. 

Perceived costs partially affect host community residents’ value in the demand for environmental 

justice. Therefore, notwithstanding the costs attached, host community residents should demand 

and be granted environmental justice. 

 

The inclusion of perceived benefits and perceived costs in the model showed that both perceived 

benefits and perceived costs when used together in the model played a partial mediation. The 

findings filled the gap in research as it regards environmental justice, stating that seeking 

environmental justice relies on both the perceived benefits and perceived costs inherent in this to 

generate value for the host community members. 
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Abstract 

The paper examines the link between natural resource abundance and quality of 

governance in resource rich economies. The present study deviates from existing studies 

that are limited to either panel-data and cross-sectional data analyses that assumed 

homogeneity of slope among countries when in reality they are heterogeneous in nature 

and could not account for structural changes common with natural resources. These 

shortcomings were corrected through Autoregressive Distributed Lag (ARDL) approach 

to data analysis. In addition, a comparative analysis approach was employed in order to 

account for individual country specifics. The result of the bound test revealed that all 

the variables captured in the model can be endogenous. The long run ARDL results 

indicated that total natural resource rent has an insignificant positive impact on the 

control of corruption in Nigeria while the impact was negative for Botswana. It was also 

revealed that qualitative education, higher standard of living and state capacity to tax 

are fundamental in differences in the quality of governance between the two countries. 

The empirical evidence of the generalized Variance Decomposition (VDC) further 

shows that resource abundance, level of education and non-resource tax have higher 

relative endogeneity. Therefore, improvement both in state capacity to tax and level of 

education among the citizens are imperatives for countries to escape the resource curse. 

These will increase non resource tax revenue and the demand for transparency and 

accountability in the use of public resources by the citizens.  

 

Keywords: Natural Resource; Resource Curse; Botswana; Corruption; Governance 

JEL Codes: O43; P14; Q33 

 

1.  INTRODUCTION 

There has been increasing interest in the public space on resource curse and its various causes. 

Beginning with Sachs and Warner (1995) empirical findings have established that countries with 

abundant natural resource tends to grow slowly compared with resource scarce economies. Other 

studies (Sala-i-Martins and Arvind, 2012; Mathias and Steffen, 2011; Hossein, Farzanah, 

Masoud and Syed, in press) have also established various links through which paradox of plenty 

tends to turn to resource curse, some of which are price volatility, unfavorable commodity prices, 

over appreciation of exchange rate, increasing conflicts and poor institution and governance. 

Among all the links identified in economic literature, great emphasis has been placed on 

governance and institutional issues. This has served to redirect a considerable research effort 

mailto:olarinde.muftau@udusok.edu.ng
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towards the investigation of the link between governance and natural resource abundance. 

Natural resource abundance may impact governance by making available excess revenues accrue 

from extraction of resources to the government. As a result, government priority in the use of tax 

as a source of revenue requiresto meet various government commitments will be reduced. Again, 

a low taxed citizen has little or no justification to demand for accountability and transparency 

from government, thereby reducing the pressure for good governance. Excess revenue from rents 

also provides the government’s ability to spend more on patronage, hence suppressing opposition 

and formation of pressure group necessary for a representative democracy (Mathias and Steffen, 

2011; Mohsen, 2017). Apart from this, the excess resource rents in a resource rich economy 

could make higher expenditure on internal security affordable for a government, which could be 

used to threaten segment of the population that aspires for better institutions and good 

governance (Mathias and Steffen, 2011 p. 2-3). Hence, resource curse arises due to resource 

rents rather than the presence of natural resources.  

 

Nigeria is a case study of a resource-rich country with resource curse. The ‘‘curse’’ is regarded 

as the negative influence of resource abundance upon growth, institutions and governance. 

Therefore, problems of growth and development are considered as outcome of the deteriorating 

effects of resource rents on governance and institutions in the presence of natural resource 

abundance. (Tsani, 2012). For instance, Nigeria, a country blessed with oil and other natural 

resources ranked 33 out of 54 African countries with a score of 47.9% out of a total score of 100 

in overall governance quality (Mo Ibrahim Foundation, 2020). This poor quality of governance 

might be responsible for the poor economic performance experienced in the country over the 

years. For example, in 2019, the country recorded 2.3% growth in real GDP, a figure that is 

slightly above 1.9% achieved in 2018.  However, the rate of poverty is on the increase, going by 

the rate of poverty in more than half of the country’s 36 states which was above the national 

average of 69%, a situation that presents a mirror image of the country’s rising unemployment, 

which rose from 14.2% in 2016 to 23.1% in 2018. (AfDB, 2020). One may be quick to conclude 

that poor economic performance, quality of governance and institutions are associated with 

resources-rich countries. Nevertheless, the recent experience of many growth winners such as 

Botswana, Canada, Australia indicates that not all resource-rich economies are cursed. Apart 

from Australia, which Carlos (1985) once called to “born rich”, the relatively good institution 

and high rate of growth in these countries have casted a doubt and called for caution in the 

empirical findings of Sachs and Warner (1995), Sala-i-Martins and Arvind, (2012) and more 

recently Fosu (2016) conclusion based on a review that resources curse is a common feature of 

resource-rich countries. Natural resource abundance are not always a curse as most studies 

presumed and the empirical results are not very sound and suffer from endogeneity bias and 

confounding factors (Fredrick and Stephen, (2016 p9.). 

 

Taking Botswana as a case study, a country blessed with Diamond deposit, which accounts for 

80% of its export earnings with a small population of slightly above 2million ranked among the 

world’s poorest countries at independence in 1966. Surprisingly, the country has risen to upper 

middle-income group with good governance and economic performance and stands as world’s 

development success stories. The country achieved strong growth of 4.5% in 2018, estimated to 

drop to 3.5% in 2019. On the social context, the Botswana rate of poverty has been declining 

steadily from 29.8% to 18.2% between 2002–03 and 2009–10 respectively, and to 16.1% in 

2015-16 (World Bank, 2020). A Scenario that is a reflective of the increase in prosperity 

experienced by the country when measured by the growth rate of consumption per capita.The 

Botswana experience when compared with Nigeria, provides a conflicting view about resource 

curse and that the effects of natural resources on quality of institution and governance can be 
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very different. This is underscored by the fact that at the juncture of extraction, Botswana quality 

of institution was not strong enough to avoid resource curse (Mathew, 2018 pg 19). Therefore, 

calling for a need to revisit the natural resource literature. 

 

Studies on resource curse focusing on the institutional and governance quality (Busse, 2011; 

;Tsani, 2013; Pegg, 2012; Gapa, 2013; Ologunla, Kareem and Raheem, 2014; Antonakakis, 

Cunado, Filis, and Perez de Gracia, 2016; Moshen, 2017;Mathew, 2018;Ruba, 2020) have 

argued that natural resource rents tend to increase corruption, rent-seeking behavior, deteriorates 

democracy, transparency and accountability and increase armed conflict. With the exception of 

Ologunla, Kareem and Raheem, (2014), Mathew (2018) and Ruba (2020) majority of these 

studies are either panel-data or cross-sectional data analyses that assumed homogeneity of slope 

among countries when in reality they are heterogeneous in nature and could not account for 

structural changes common with natural resources. In the case of country specific studies by 

Mathew (2018) and Gapa (2013) focusing on Botswana, the studies failed to provide empirical 

support for their findings, while that of Ruba (2020) and Ologunla et. al. (2014) only focuses on 

Kuwait and Nigeria respectively. In addition, both studies failed to explore the effects of taxes on 

institutional quality. Above all, all other existing related studies failed to attempt a comparative 

analysis of the relationship between natural resource abundance and quality of governance in 

resource rich economies. 

 

Therefore, the objective of this paper is to re-examine the impact of resource endowment on 

governance quality based on a comparative analysis between Nigeria, a resource curse economy 

and Botswana a growth winner, in addition to ascertaining the relative significant influence of 

various variables on governance quality, and this stands as the first major contribution of the 

paper. We consider Nigeria and Botswana as case studies because they share the same colonial 

experience and natural resource revenue accounted for more than 60% of their total income 

while they differ both in the level of economic development and institutional quality. In addition, 

the study examines the impact of natural resource abundance on different measures of 

governance quality over a period of 1984 -2018 using two different proxies for natural resource 

abundance, making this paper the most comprehensive country specific study on resource curse. 

The study also adds value to the existing studies as far as the methodology is concerned by 

departing from previous methodological approaches like panel data and cross-sectional studies.  

(Antonakakis, Cunado, Filis, and Perez de Gracia, 2016), conventional Auto Regressive 

Distributed Lag Model (Ruba and Andrew, 2020) and System Generalised Methods of Moments 

(GMM) (Mathias and Steffen, 2011) models, in this study, we adopted Autoregressive 

Distributed Lag Model (ARDL) co-integration approach to data analysis by controlling for the 

influence of taxation on quality of governance. Taxation has an indirect link between resource 

abundance and governance quality through rentiers effects, which weaken state capacity in tax 

collection and reduces the demand for transparency and accountability by the citizens. We 

introduce non-natural resource tax revenue as control variable in our model to examine the 

influence of resource abundance on state capacity to tax. After a thorough search of the 

literature, there are no previous country specific studies that have taken into consideration the 

above-mentioned variables.   

 

The paper is structured into 5 sections. In the section that follow, we provide a brief review of 

relevant literature, in section 3, we introduced the indicators for resource abundance and 

governance and other control variables used, and the estimation procedures for ARDL. In section 

4, we analyses our result while we conclude in section 5. 
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2. LITERATURE REVIEW 

Governance can be conceptualized as traditions and institutions through which a country 

exercised his authority, this has economic, political and institutional dimension. The manner in 

which leaders are selected, monitored and replace, the ability to formulate and implement policy 

by government and the respect for this institution that govern economic and social relationship 

by the citizens make-up what we called governance (WGI, 2020).  

 

The theoretical foundation of this study will be anchored on the Dutch disease model of Corden 

and Neary (1982), which explains the link between natural resource abundance and economic 

growth, by extension, the quality of governance that drives the growth. Corden and Nearly 

(1982) considered a hypothetical resource abundance economy with a fixed supply of labour, 

they argued that the boom in demand for natural resources will attract the available labour in 

tradable and agricultural sectors to non-tradable good sector in order to match demand with 

supply. This will raise employment, output and prices of non-tradable goods, and expectedly the 

real exchange rate. The cumulated effects of these effects will be manifested in 

deindustrialization and absence of competitiveness in the economy (Blanco, Nugent, and 

Veenstra, 2012: 4). The relationship was refuted by Corden (1984) deviate from this conclusion 

and argued that the relationship between resources and boom and poor economic performance 

could be avoided if we relaxed the assumption of fixed labour and assume and economy that 

allows immigration of labour like the Persian Gulf countries. However, Maloney (2007) further 

re-established that resource curse is both a function and outcome of the nature of the institutions 

in a country. In an economy with autocratic institution, the presence of natural resources with 

resulting huge revenue might make a leader to seek for perpetual tenure of office. Therefore, the 

government only implements policy that will encourage further enrichment of those in positions 

of leadership and that of their cohorts, usually, elites at the expense of the citizens. The 

allocation of resource revenues to policies that are supportive of this perpetual tenure of office, 

rather than investing in infrastructures and other developmental projects will further contribute to 

rent-seeking activities among the few opportunists (Acemoglu, 1995, Acemoglu and Robinson, 

2006b). There is extensive literature on resource curse, particularly on governance and 

institution, this empirical literature could be divided into two main groups.  

 

The first strand examined the direct impact of resource abundance on institutions. Mathias and 

Steffen (2011, p24;9) in a panel of 130 countries over a period of 1984-2007, investigated the 

effects of natural resource abundance measured by export of natural resources and depletion rate 

of natural resources on various governance indicators. Using System GMM and Fixed effects 

models to analyse a four-year average data, they established a negative influence of natural 

resource exports on corruption and this is more prominent among developing countries while in 

high-income countries the finding is weak. The study could not establish any significant impact 

of natural resources on rule of law, while the evidence remains weak for bureaucracy. They also 

show that level of economic development and press freedom deteriorates efficiency of rule of 

law in the developing economies, for developed countries the opposite is the case and robust. 

The result for bureaucracy model further revealed that press freedom and level of economic 

development are conducive for bureaucracy across all groups of countries, while conflict 

intensity and population have a positive significant impact on governance indicators.   

 

Carlos and Weidmen (1999) and Tsani (2013) corroborate Mathias and Steffen (2011, p24;9) 

result, though using different proxies for resource abundance. Sala-i-Martins and Arvind (2012 

p.580) carried out a study to confirm the validity of the hypothesis that poor institution is 

associated with resource-rich countries using Nigeria as a case study. The results revealed that in 
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four of the five models, natural resources significantly deteriorate governance quality. They 

conclude poor institutional quality as a result of the presence of oil is an important factor 

explaining Nigeria poor economic performance. However, Halvor, Karl and Ragner (2006) 

examined the degree at which institutional quality differs between the growth winners and 

growth losers using Sachs and Warner’s (1997) data and technique with a sample of 87 

countries. The outcome of the Pool Ordinary Least Square (OLS) result contradicts the 

conclusion by Sach and Warner (2017) that institutions are not critical for resource curse. A 

recent study by Tsani (2013) also corroborates Halvor, Karl and Ragner (2006) in his study on 

the effects of resource funds on governance and institutional quality in resource rich economies. 

His result contradicts previous empirical findings and established that resource fund improves 

the quality of governance. 

 

In a country specific study, Ruba and Andrew (2020) used ARDL techniques in analyzing data 

aimed at examining the social, political and economic impact of resource abundance in Kuwait 

over a period of 1984-2020. It was confirmed that resource rent induce corruption while 

education has declining impact on corruption both in the long run and short run. The result 

revealed no significant link between growth in income and corruption, indicating the presence of 

political curse in Kuwait. Attempt by Olagunla et al., (2014) to examine the relationship between 

institutions and resource curse in Nigeria using data spanning 1986 through 2012 resulted in a 

contradictory result. Using economic freedom index as proxy for institutional quality the 

correlation result revealed that there is high correlation between economic freedom and oil 

export, while the causality result indicates no causality between oil exports and institutional 

quality and existence of a unidirectional causality between institution and economic growth.  

 

The second strand of empirical studies examines the indirect link between resource endowment 

and governance and institution using resource curse hypothesis. Mohsen (2017: 64,75, 92) 

examines the different channels through which resource abundance translates to resource curse in 

resource rich developing countries, using a combination of Pool OLs, fixed effects and three 

stage least square as techniques of data analysis. The result of the estimated unbalance panel data 

consisting of 73 countries covering a period of 1996-2014 confirmed the critical role play by tax 

revenues in explaining the negative impact of natural resource abundance on governance quality. 

In particular, it was revealed that natural resource revenues crowd out incomes from tax revenues 

while the impact of taxation on corruption remains positive and significant across all models. 

Therefore, Moshen (2017: 64, 75) is of the opinion that building of tax capacity in resource rich 

countries will increase non resource tax revenue and the demand for transparency and 

accountability in the use of public resources by the citizens.  

 

Hossein (in Press) attempts to provide and empirical support for the negative influence of 

resource abundance on the performance of the manufacturing sector in resource rich economies. 

Estimating a panel of 28 resource rich economies spanning a period of 2000 to 2016.  Using both 

fixed effects model and random effects as determined by the Hausman test, the results revealed 

that, in the case of resource rich economies with bad institutions the ratio of Service Value 

Added (SVA) and Manufacturing Value Added (MVA) increases and this is robust across all 

models. Testing the indirect impact of resource rents on institutional quality, the result of the 

interaction term between the institutional quality and the natural rents in countries with bad 

institution indicates a significant positive effect on SVA-to-MVA ratio while that of countries 

with good institutions is negative and statistically significant, suggesting that they do not suffer 

from the natural resource curse. Investigating the causes of resource curse in a cross-country 

countries study, Antonakakis, Cunado, Filis, and Perez de Gracia, (2016 p.7,12) adopted Panel 
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Var techniques to estimate a panel of 76 countries over a period of 1980-2012. The result 

indicates a significant positive relationship between resource windfalls and economic growth 

across all samples. However, controlling for institutions (democracy and executive constraints) 

through the introduction of an interaction term further confirm a positive response from 

economic growth to shock from resource windfalls. This has an impact of higher magnitude in a 

democratic setting with high executive constraints than in an autocratic system. This result 

provides a basis for the significant role plays by institutions as a channel through which oil 

revenue may impact economic growth. An earlier study by Oyinlola, Adeniyi and Raheem (2015 

P.42) on Africa further confirmed (Antonakakis et al., 2016) empirical findings. In their study on 

resource curse examining how the interaction of resource windfalls with institutions affects 

growth, the system GMM result confirmed that countries with good quality of governance have a 

greater chance of being a growth winner. Therefore, a positive relationship between natural 

resource abundance and institutions, and being resource rich is not a prerequisite for being 

cursed, but rather good governance is a potential means of changing the narration.  

 

 In sum, emanating from the review, majority of the studies do agree on the existence of a 

relationship between resource abundance and quality of governance, however, there are 

divergent views on the nature of the relationship between the two variables. Many of the existing 

studies have empirically established that impact of resource revenue on institutional indicators 

remain weak and no evidence of resource curse (Mathias and Steffen, 2017; Tsani, 2013), while 

Halvor, Karl and Ragner (2006) and Antonakakis et al. (2016) conclude that resource funds 

improve the quality of governance. However, many other empirical studies have equally 

established the resource is an inverse function of resource abundance (Mohsen, 2017).  

 

3. METHODOLOGY 

This section of the paper explains the estimation procedures followed in explaining the 

relationship between resource abundance and quality of governance empirically. The study used 

annual time series data spanning the period of 34 years (1984 to 2018), consisting of a total of 34 

observations. The data were analysed using ARDL technique. The technique has been acclaimed 

to be good for short data like the one at hand and appropriate for dealing with variables that are 

integrated of different orders: I(0) or I(1) or a combination of both  (Pesaran et al., 2001; Pesaran 

& Shin, 1999). We are constraints by the availability of institutional data which were only 

available from 1984, and this explains the choice of the study period. Therefore, the model 

comprised of governance indicators obtained from the International Country Risk Guide (ICRG) 

database. Other variables were obtained from World Bank’s World Development indicators 

(WDI, 2020) with the exception of non-resource tax revenue that was sourced from ICTD/UNU-

WIDER (2020) database. We specify the equation in its functional form as follows 

 
Govt = f(RESABDC, RGDPPC, OPENS. EDUS, POP, FREERXP, NRTAX)………3.1 

 

Expressing equation 3.1 in estimable for gives equation 3.2 as follows: 

GOVt = f(+β1RESABDC + β2 RGDPPC + β3 OPENS + β4EDUS + β5POP + β6FREEEXP
+ β7NRTAX + μt)………3.1 

Where: 

GOV = Governance Quality; 

RESABC = resource abundance; 

RGDPPC = real gross domestic product per capita; 

OPENS = openness;  

EDUS = education level; 
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POP= population; 

FREEEXP = freedom of expression; and 

NRTAX= non-resource tax revenue 

 

The ARDL bound test approach to the existence of a long run relationship using the lagged 

levels of variables will be adopted in this study. This approach helps in the identification of 

endogenous (dependent) and exogenous (independent) variables. The confirmation of existence 

of long run relationship among the variables in ARDL analysis creates error correction model 

(ECM) for every variable which provides information about the speed of adjustment at which the 

dependent variables (institutional variable) will be restored back to equilibrium due to sock from 

independent variables (Nihal, Mohammad, Ishaq and Mashiyat, 2019; Shakil et al., 2018: 65). 

The general forms of the ARDL model of Equations 3.1 is as follows: 

 

DGOVt = β0 + ∑ β1∆GOVt−1

k

i−1

+ ∑β2∆RESABt−1 +

k

i−1

∑β3∆RGDPPCt−1 +

k

i−1

∑β4∆OPENSt−1

k

i−1

+∑β5∆EDUSt−1 +

k

i−1

∑β6∆POPt−1 +

k

i−1

∑β7∆CULt−1 +

k

i−1

∑β8∆FREEXPt−1

k

i−1

+∑β9NRTAXt−1 +

k

i−1

δ1INSTt−1 + δ2RESABt−1 + δ3RGDPPCt−1 + δ4OPENSt−1

+ δ5EDUSt−1 + δ6POPt−1 + δ7FREEXPt−1 + δ8NRTAXt−1

+ δμt …………… . .3.3 

 

Where: 

k = Lag order,  β0  is the drift component and the terms β1,β2,β3, β4, β5, β6,  β7,  β8,are the 

parameters used for the short-run analysis, whereas δ1, δ2, δ3, δ4, δ5, δ6, δ7, and δ8,  are 

used for estimating the long-run parameters.  The null hypothesis expressing the non-existence of 

a long-run relationship is denoted by FINST (/INST/INST,  RESAB; RGDPPC; OPENS; EDUS; 

POP; FREEXP; NRTX) and the other parts of the equations 3.3 are specified as follows:  

 

FRESAB (/RESAB/GOV, RGDPPC, OPENS, EDUS, POP; FREEXP; NRTX) 

 

FRGDPPC (/RGDPPC/RESAB, GOV, OPENS, EDUS, POP, FREEXP, NRTX) 

 

FOPENS (/OPENS/RGDPPC,  GOV, RESAB, EDUS, POP, FREEXP, NRTX) 

 

FEDUS (/EDUS/OPENS, GOV, RGDPPC, RESAB, POP; FREEXP, NRTX) 

 

FPOP (/POP/EDUS, GOV, RGDPPC, RESAB, OPENS, FREEXP, NRTX) 

 

FFREEXP (/FREEXP/NRTX, GOV, RGDPPC, RESAB, OPENS, EDUS, POP) 

 

These hypotheses are tested against the alternative hypothesis of the existence of co-integration 

as  

 



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

107 
 

H0 = δ1 = δ2 = δ3 = δ4 = δ5 = δ6 = δ7 = δ8 =  0 

Against  

H1 = δ1 ≠ δ2 ≠ δ3 ≠ δ4 ≠ δ5 ≠ δ6 ≠ δ7 ≠ δ8 ≠   0 

 

The study used Wald restriction test to confirm the existence of a long run relationship by 

comparing its F-value with Pesaran et al. (2001) critical values. If the calculated F-statistics lies 

above the upper bound critical value of F-tabulated, we will reject the null hypothesis of non-

existence of co-integration, but if the calculated F-statistics falls below the lower bound critical 

values, then the paper will accept the alternative hypothesis of the non-existence of a long-run 

relationship. Again, if the calculated F-statistics fall between the lower bound and Upper bound 

of the critical values, then the result will be assumed to be inconclusive.  

 

Once there is existence of long-run relationship among the variables, the study proceeded with 

selection of the optimal lag length using standard criteria such as Swartz Bayesian (SBC) or 

Akaike Information (AIC). The selection of appropriate lag will be followed by estimation of 

long run and short run coefficients. We used the error correction term to indicate the short-run 

component of ARDL equation expressed in 3.3 as shown in equation 3.4- 

DINSTt = β0 + ∑ β1∆INSTt−1

k

i−1

+ ∑β2∆RESABt−1 +

k

i−1

∑β3∆RGDPPCt−1 +

k

i−1

∑β4∆OPENSt−1

k

i−1

+∑β5∆EDUSt−1 +

k

i−1

∑β6∆POPt−1 +

k

i−1

∑β7∆FREEXPt−1 +

k

i−1

∑β8∆NRTAXt−1

k

i−1

+ectt−1 …………………………………………………3.4 

Where: 

ECT = lagged error-correction term. 

 

3.1 Variables Descriptions 

There are many sources of obtaining governance indicators most of which are only available for 

a short period of time and as such not suitable for a time series analysis. For instance, the most 

comprehensive source of governance indicators is the World Governance Indicator (WGI) 

developed by the World Bank (Kaufman, 2009) but the data set only commenced from 1996, 

covering a period not long enough to carry out a country specific study. Another relevant source 

of governance indicator is that of Mo Ibrahim Foundation governance indicators which could 

have been of more relevance in this study, but it also falls in the same trap with that of WGI 

covering a period of 13 years commencing from 2008. In this respect, the study adopted ICRG 

data set which covers the longest period of time commencing from 1984 and provides a detail 

data set on different aspect of governance. This has been widely used in the literature relating to 

governance and institutions (Knack & Keefer,1995; Mathias and Steffen, 2011;Ruba and 

Andrew, 2020 p.9). As a measure of quality of governance, we selected two out of 12 

components of political risk data that has been widely acknowledged to be relevant in the 

discussion of resource curse. The variables are law and order and control of corruption.  

Therefore, governance quality as express in equation 3.4 will be proxy by two different 

indicators. 

 

Law and order measure the impartiality and the strength of the legal system in ensuring 

adherence to law and justice. Control of corruption measures how endemic is the corruption 
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among public office holders and those in position of trust. It includes financial corruption (like 

bribes and embezzlements), patronage, nepotism, secret party funding and favor for favors. All 

the data set is bound between 0-6 where a higher value indicates less corruption. 

 

 

To capture the natural resource abundance, we adopt total natural resource rents as a percentage 

of total GDP (Resab) as a proxy. It accounts for the contribution of natural resources in total 

output, which always come in the form of economic rents and this has been the same approach 

adopted by Ruba and Andrew (2020) and Abbas (2018). In line with the theory, we expect 

natural resource abundance to impact quality of governance negatively.  The country level of 

income or the standard of living has also been identified as a key determinant of institutions. 

Building a qualitative institution require huge commitments of financial resources, while 

Citizens living in countries with a high standard of living will have high preferences for better 

governance. Therefore, to investigate the influence of level of income of a country on its quality 

of governance, we adopt real GDP per capita as proxy with an a priori expectation of a positive 

influence. Openness is measured as sum of total export and imports as a percentage of GDP in 

line with Nihal et al. (2019) and Busse, and Gröning (2011). Also included in our model is the 

level of education and population.  An educated citizen is enlightened and thus with higher 

probability of demanding for accountability from those in positions of power. This is measured 

by gross secondary school enrollment as a percentage of total population.   Literature have also 

established country size measured by total number of people in a country as an important control 

variable in understanding the link between resource abundance and quality of governance, while 

the size of a country might increase the revenue base of a country, thereby making available 

revenue needed to build a strong institution, one cannot rule out the possibility of ethnic violence 

and asymmetric information in a highly populated country (Busse,and Gröning, 2011). 

Therefore, a positive significant coefficient of education is expected, while the nature of the 

impact of population (a measure of country size) could either be positive or negative. Another 

control variable used in the study is the freedom of expression. It is expected that the higher the 

citizens’ freedom of expression, the higher the probability of such citizens to demand for better 

governance and vice versa, as such we expect a positive coefficient of freedom of expression.  

This will be measured as percentage of people with mobile cellular subscription (per 100 

people). Finally, we considered the non-resource tax as determinants of quality of governance in 

line with Moshen (2017). Moshen (2017) measured taxation as the total tax revenues as a 

percentage of GDP, in this study, we measured tax as taxes, excluding social contribution minus 

resource taxes sourced from ICTD/UNU-WIDER Government revenue data base. It is expected 

that the payment of tax by the citizens will serve as a propelling force behind the demand for 

accountability and service delivery by the citizens while those in a position of leadership will see 

it as an act of entering into a contract with the citizens which must be discharged. We expect 

payment of tax to be a positive function of governance quality. 

 

 

4.  RESULTS AND DISCUSSIONS 

The estimation of equation 3.4 commenced with stationarity test using Augmented Dickey Fuller 

test. This is necessary in order to confirm the order of integration of the series. Although ARDL 

technique is built to accommodate variables that are of mixed order of integration, this 

notwithstanding, the test of order of integration is imperative to ensure none of the variables are 

stationary at second difference.  Table 4.1 presents the result of the ADF test for both Nigeria 

and Botswana data. The results show that all the variables were stationary at first difference with 

the exception of  POP and Open in the case of Nigeria data and Botswana data respectively.  
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Table 4.1: Augmented Dickey Fuller Unit Root Test Results  

Nigeria 

 Level Form (Constant & Linear 

Trend) 

Difference Form (Constant &Linear Trend) 

  Test 

Statistics 

 Critical 

Value 

 Test 

Statistics 

 Critical 

Value 

Decision 

Corrp  -2.096  2.954  -3.985  -3.552973 Difference 

Stationary 

Law and 

Order 

 -2.535  -3.552973  -3.576  -3.552973 Difference 

Stationary 

lnEdus  -2.336  -3.552973  -7.194  -3.552973 Difference 

Stationary 

lnGDPP  -1.831  -3.552973  -3.844  -3.552973 Difference 

Stationary 

POP  -4.369  -3.552973  -2.077  -3.552973 Level Stationary 

lnFreeexp  -1.384  -3.552973  -3.400*  -3.552973 Difference 

Stationary 

Tax  -2.380  -3.552973  -7.807  -3.552973 Difference 

Stationary 

Open  -2.810  -3.552973  -6.556  -3.552973 Difference 

Stationary 

TNRR  -3.058  -3.552973  -7.451  -3.552973 Difference 

Stationary 

          

Botswana 

 Level Form (Constant &Linear 

Trend) 

Difference Form (Constant &Linear Trend) 

          

  Test 

Statistics 

 Critical 

Value 

 Test 

Statistics 

 Critical 

Value 

Decision 

          

Corrp  -1.911627  -3.552973  -4.868969  -3.552973 Diff Stationary 

lnEdus  -1.482380  -3.548490  -7.024081  -3.552973 Difference 

Stationary 

lnGDPP  -2.705764  -3.548490  -5.161052  -3.552973 Difference 

Stationary 

POP  -0.575141  

-3.587527 

 -4.020524  -3.587527 Difference 

Stationary 

lnFreeexp  -1.733358  -3.733200  -4.052071  -3.759743 Difference 

Stationary 

Tax  -2.721213  -3.548490  -6.169416  -3.552973 Difference 

Stationary 

Open  -4.790985  -3.562882  -5.117588  -3.574244 Level Stationary 

TNRR  -2.430667  -3.548490  -7.163667  -3.552973 Difference 

Stationary 

Source: Authors’ Concept 

Note: *Stationary @10% 
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The result of the unit root test, which indicates that the variables are of different order of 

integration provides a justification for the adoption of ARDL as technique of data analysis. Also, 

the technique has been adjudged to be robust when dealing with a smaller sample size once there 

is existence of cointegration.  To test for cointegration the optimum lag order of the variables 

needs to be ascertained. This was achieved by adopting the Vector Autoregressive (VAR) 

technique to determine the var order for the ARDL model. Although, the adoption of VAR in the 

determination of appropriate lag might not be necessary given that ARDL finds the optimum lag 

for each variable. However, the estimation of Variance Decomposition justifies the use of the 

VAR model in the determination of optimum lag. Based on the AIC and SBC criterions, the 

results revealed an optimum lag of one as shown in Table 4.2. 

 

 

Next is the cointegration test using Pesaran (2001) bound cointegration approach. The F-

Statistics are compared against the lower and upper bound critical values. Going by the results 

presented in table 4.3A for Nigeria data and 4.3B for Botswana data, it was confirmed that there 

is existence of a long run relationship among series for both Nigeria and Botswana model. 

 

Table 4.3A: Nigeria Bound Test Result 

Law and Order 

Equation 

 F-

Statistics  

 Critical 

Value 

(Lower 

Bound) 

 Critical 

Value 

(Lower 

Bound) 

DLAW_ORDER  5.725***  2.73  3.90 

DLNEDUS  7.327***  2.73  3.90 

DLNGDPP  9.674***  2.73  3.90 

DPOP  34.031***  2.73  3.90 

DLNFREEEXP  3.194***  2.73  3.90 

DTAX  2.311*  2.73  3.90 

DOPEN  4.238***  2.73  3.90 

DTNRR  3.669**  2.73  3.90 

Table 4.2: Var Optimum Lag Order 

Nigeria 

   AIC    SBC   

Law and 

Order 

         

Optimal Lag   1    1   

        

Corruption        

Optimal Lag   1    1   

          

Botswana 

   AIC    SBC   

Law and 

Order 

         

Optimal Lag   1    1   

          

Corruption          

Optimal Lag   1    1   

Source: Authors’ Concept. 
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Corruption 

Equation 

      

DCORRP  3.265***  2.73  3.90 

DLNEDUS  5.513***  2.73  3.90 

DLNGDPP  8.074***  2.73  3.90 

DPOP  22.264***  2.73  3.90 

DLNFREEEXP  4.467***  2.73  3.90 

DTAX  2.931***  2.73  3.90 

DOPEN  3.222***  2.73  3.90 

DTNRR  3.215***  2.73  3.90 

Source: Authors’ Concept 

Note:    ***, ** and * indicates significant at 1%, 5% and 10% respectively.  
 

 

Table 4.3B: Botswana Bound Test Result 

Law and Order 

Equation 

 F-Statistics   Critical Value 

(Lower 

Bound) 

 Critical Value 

(Lower 

Bound) 

Law and Order  6.182***  2.73  3.90 

DLNEDUS  16.793***  2.73  3.90 

DLNGDPP  8.482***  2.73  3.90 

DPOP  30.519***  2.73  3.90 

DLNFREEEXP  10.581***  2.73  3.90 

DTAX   3.207**  2.73  3.90 

DOPEN  14.045***  2.73  3.90 

DTNRR  6.511***  2.73  3.90 

Corruption Equation       

DCORRP  3.274**  2.73  3.90 

DLNEDUS  7.214***  2.73  3.90 

DLNGDPP  5.044***  2.73  3.90 

DPOP  9.617***  2.73  3.90 

DLNFREEEXP  53.735***  2.73  3.90 

DTAX  5.883***  2.73  3.90 

DOPEN  3.069*  2.73  3.90 

DTNRR  5.205***  2.73  3.90 

Source: Authors’ Concept 

Note:    ***, ** and * indicates significant at 1%, 5% and 10% respectively.  
 

 

Therefore, we do not accept the null hypothesis of no cointegration and accept the alternative 

hypothesis. Hence, governance quality (DLAW_ORDER & DCORRP) and resource abundance 

(DTNRR), non-resource tax (DTAX), openness DOPEN), level of education (DLNEDUS), 

country size (DPOP), freedom of expression (DFREEEXP), level of income (DLNGDPP) has a 

long run relationship. The confirmation of the existence of cointegration among the series was 

followed by the estimation of the Error Correction model (ECM). This is with a view to explore 

the behaviours of the series in adjusting back to equilibrium in case of any deviation. The ECM 

results for both Nigeria and Botswana model were as presented in Table 4.4A and 4.4B 

respectively.  
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Table 4.4A: Error Correction Model Results for Nigeria 

Law & Order 

Equ. 

 F-Statistics   T-

Statistics 

 P-

Value 

 J.B Statistics LM Stat. BG Stat. 

ECM (-1) 

DLAW_ORDER 

 -0.129***  -9.124  0.000  0.4698 

(0.7906) 

2.6378 

(0.115) 

1,3592 

(0.2949) 

ECM (-1) 

DLNEDUS 

 -1.127***  -10.179  0.000  1.6193 

(0.4450) 

1.2605 

(0.3185) 

0.7875 

(0.6555) 

ECM (-1) 

DLNGDPP 

 -0.814***  -12.046  0.00  1.7243 

(0.4376) 

0.00265 

(0.9599) 

0.8152 

(0.6354) 

ECM (-1) 

DPOPGR 

 0.212***  22.594  0.000  0.9765 

(0.6137) 

1.1446 

(0.3567) 

1.3990 

(0.2839) 

ECM (-1) 

DLNFREEEXP 

 -0.159***  -7.194  0.000  1.6076 

(0.4476) 

3.1136 

(0.1000) 

1.6531 

(0.2411) 

ECM (-1) DTAX  -1.058***  -5.717  0.001  0.8372 

(0.6594) 

10.3418 

(0.0068 

1.4596 

(0.2514) 

ECM (-1) 

DOPEN 

 -0.811***  -7.849  0.000  0.3395 

(0.8439) 

4.5725 

(0.053 

1.5274 

(0.2315) 

ECM (-1) 

DTNRR 

 -1.070***  -7.419  0.000  1.3432 

(0.5108) 

2.2103 

(0.1604) 

0.9687 

(0.5250) 

           

Corruption Equ           

ECM(-1) 

DCORRP 

 0.067***  6.573  0.000  1.173 

(0.1006) 

0.0311 

(0.8224) 

0.5226 

(0.8235) 

ECM(-1) 

DLNEDUS 

 -1.011***  -8.542  0.000  3.0727 

(0.2152) 

0.9677 

(0.4024) 

0.5320 

(0.8166) 

ECM(-1) 

DLNGDPP 

 -0.811***  -11.005  0.000  1.8210 

(0.4023) 

0.0978 

(0.7603 

1.12505 

(0.4208) 

ECM(-1) DPOP  0.153***  17.991  0.000  0.07011 

(2.2645) 

1.4652 

(0.2494) 

1.2948 

(0.3249) 

ECM(-1) 

DLNFREEXP 

 0.153***  8.185  0.000  0.7718 

(0.6798) 

2.2033 

(0.1658) 

1.8545 

(0.1492) 

ECM(-1) DTAX  -1.271***  -8.527  0.000  1.0369 

(0.5954) 

0.6513 

(0.4315) 

1.9759 

(0.1133) 

ECM(-1) DOPEN  -1.756***  -7.077  0.000  0.9830 

(0.6117) 

0.4146 

(0.6726) 

0.8621 

(0.6054) 

ECM(-1) DTNRR  -0.938***  -6.523  0.000  1.0369 

(0.5954) 

0.6513 

(0.4315) 

1.9759 

(0.1133) 

Source: Authors’ Concept 

Note: Values in parenthesis indicate probabilities values 

           ***, ** and * indicates significant at 1%, 5% and 10% respectively.  
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Table 4.4B: Error Correction Model Results for Botswana 

Law and Order 

Equ. 

 F-Statistics   T-

Statistics 

 P-

Value 

 J.B Statistics LM Stat. BG Stat. 

ECM(-1) ECM(-

1) 

DLAW_ORDE

R 

 -0.676*  -10.549  0.000  1.2219 

(0.5428) 

2.6196 

(0.1521) 

1.2384 

(0.3898 

ECM(-1) 

DLNEDUS 

 -0.852***  -17.996  0.000  1.2778 

(0.5278) 

30.0816 

(0.0016) 

1.1606 

(0.4387) 

ECM(-1) 

DLNGDPP 

 -1.023***  -12.789  0.000  0.1531 

(0.9262) 

5.0959 

(0.0621) 

0.02019 

(0.9922) 

ECM(-1) DPOP  -0.471***  23.438  0.000  2.0760 

(0.3542)  

2.2207 

(0.1897) 

0.5534 

(0.8210) 

ECM(-1) 

DLNFREEEXP 

 -0.749***  45.184  0.000  0.09111 

(0.6341) 

7.6165 

(0.0304) 

1.2902 

(0.3804) 

ECM(-1) DTAX  -1.104***  -7.384  0.091  2.1514 

(0.3411 

1.8373 

(0.2283) 

0.2765 

(0.9757) 

ECM(-1) 

DOPEN 

 -1.173***  -16,459  0.000  1.0408 

(0.5943) 

5.2026 

(0.060) 

0.2291 

(0.9561) 

ECM(-1) 

DTNRR 

 -1.039***  -12.344  0.001  1.2771 

(0.5280) 

6.5088 

(0.0811) 

0.4703 

(0.877) 

           

Corruption 

Equ. 

          

ECM(-1) 

DCORRP 

 -1.065***  -7.008  0.000  4.5936 

)0.1000) 

2.7765 

(0.1099) 

2.7427 

(0.0562) 

ECM(-1) 

DLNEDUS 

 -1.276***  -12.993  0.000  0.3503 

(0.8393) 

7.8905 

(0.0647) 

6.775 

(0.0285) 

ECM(-1) 

DLNGDPP 

 -0.667***  -9.260  0.000  1.5379 

(0.4634 

3.6665 

(0.0814) 

0.2906 

(0.9163) 

ECM(-1) 

DPOPGR 

 -0.139***  -12.786  0.000  2.2116 

(0.3309) 

0.3780 

(0.6984) 

 0.5205 

(0.8474) 

ECM(-1) 

DLNFREEEXP 

 -0.862***  -31.100  0.000  1.2204 

(0.5432) 

0.9742 

(0.4301) 

1.0156 

(0.5079) 

ECM(-1) DTAX  -0.987***  -10.290  0.000  1.6187 

(0.4451) 

5.4251 

(0.451)  

0.9443 

(0.5518) 

ECM(-1) 

DOPEN 

 -0.662***  -7.224  0.000  0.3320 

(2.5408) 

6.4649 

(0.0257) 

0.4730 

(0.8703) 

ECM(-1) 

DTNRR 

 -1.224***  -9.680  0.000  0.7936 

(0.6725) 

2.5441 

(0.1584) 

1.022 

(0.5042) 

Source: Authors’ Concept 

Note: Values in parenthesis indicate probabilities values 

           ***, ** and * indicates significant at 1%, 5% and 10% respectively.  

 

Following the work of Nihal et al (2019), the t-Statistics or the P-values of the ECM term 

revealed if the deviation from the long run equilibrium significantly influences the dependent 

variable, which allow us to categorize the variable as exogenous or endogenous. Based on the 

probability values of the ECM terms presented in Table 4.4A and 4.4B, all the variables are 

endogenous. This result further provides justification for the adoption of generalized Variance 
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Decomposition (VDC) and the adoption of the VAR model in ascertaining the optimum lag. The 

result indicates that in both countries, there is a bidirectional relationship between governance 

quality and natural endowments and other variables. This result contradicts Olgunla et al. (2014), 

findings in a country specific study in which the causality result indicates absence of causality 

between oil exports and institutional quality and existence of a unidirectional causality between 

institution and economic growth, while corroborating the findings of Nihal et al. (2019) in their 

study on foreign direct investment and institution in which gross national product proxy for level 

of income was found to be endogenous. The endogeneity of non-resource tax is also in line with 

previous empirical studies. Quality of governance either measured in term of effectiveness of law 

and order or control of corruption can mar or enhances tax revenue while state capacity to tax 

can equally improve institutional quality as revealed by Moshen et al. (2017) study, which shows 

that the impact of taxation on corruption remains positive and significant across all models.  

Considering level of education and openness, the result equally revaele that both variables are 

endogenous. 

 

The error correction model (ECM) can assist in identifying which variables are endogenous 

(dependent) or exogenous (independent), however, it has the shortcoming of ascertaining the 

relative endogeneity of each variable. The higher the variability in the past values of a variable, 

the more exogenous or endogenous the variables (Nihal et al., 2019).  The identification of the 

relative endogeneity of a variable is highly imperatives for policy making. This was achieved by 

obtaining generalized VDC instead of the orthogonalized VDC, due to certain shortcomings 

associated with it. For instance, the orthogonalized VDC assumed that when a variable is 

shocked the other variables are assumed to be switched off, therefore, the analysis was based on 

generalized VDC 

 

Table 4.5 presents the summaries of the generalized VDC for Nigeria equation. From the results 

in Panel A of Table 4.5, non-resource tax is found to have a higher variability followed by 

resource abundance, while in panel B of the same table non resource tax still ranks number one 

in term of relative influence followed by education and resource abundance.  Therefore, non-

resource tax revenue has greater influence on the quality of governance, this is in line with 

Moshen et al. (2017). The presence of natural resource has been established by numerous 

empirical studies to have a significant negative impact on the quality of institutions, a situation 

that can be referred to as resource curse. Increase level of education is also an important variable 

needed in the control of corruption.  

 
Table 4.5; Panel A Variance Decomposition Result for Nigeria Data 

 Law&Order TNRR LNEDUS LNGDPP NRTAX POPGR Open 

ln 

Freeexp 

Law  49.58349  0.374096  2.010207  0.800491  42.42035  0.012463  3.665137  1.133773 

 TNRR  10.74643  53.77431  0.810487  5.478036  19.48347  1.280248  7.241005  1.186017 

LNEDUS  3.284765  2.201634  51.26961  3.228055  16.70163  0.363696  19.09754  3.853060 

LNGDPP  21.55810  1.764329  6.886140  15.77344  50.61353  1.690065  1.452913  0.261482 

NNRTAX  1.725663  12.55801  1.334857  0.079442  83.82020  0.000946  0.337899  0.142981 

POPGR  6.329279  13.02554  39.57007  0.198786  9.418259  25.61423  5.234890  0.608944 

Open  4.973198  3.574625  50.63850  4.550176  1.075604  3.624719  31.31636  0.246812 

Freeexp  15.69822  1.261460  6.526281  1.174407  52.68140  1.782632  5.782554  15.09305 
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Panel B: Corruption 

 

Corrp TNRR LNEDUS LNGDPP NRTAX POPGR Open 

ln 

Freeexp 

Corrp  46.05994  6.582195  1.230390  0.365190  29.88714  1.556087  13.71472  0.604341 

TNRR  12.67612  49.53489  5.631053  2.773784  20.38087  4.137554  4.346226  0.519496 

LNEDUS  10.14529  3.397984  56.36665  0.318210  6.845613  1.111181  17.59094  4.224136 

LNGDPP  19.06607  1.138052  2.775367  33.08541  37.90565  4.807155  0.453936  0.768359 

 NNRTAX  13.54074  16.45638  0.204156  0.103897  66.61091  0.521535  1.446102  1.116274 

POPGR  14.20094  19.60942  27.67298  0.112733  3.838645  28.16620  6.380512  0.018569 

Opens  12.92338  4.284561  49.49741  1.113049  5.778207  4.492961  21.89953  0.010905 

 FreeEXp  13.78306  7.116617  0.220242  7.307191  23.87034  0.517676  0.069528  47.11535 

Authors’ Concept 

 

In Table 4.6A, corruption a proxy for governance has the highest relative influence in the case of 

Botswana followed by level of education and level of income. This implicates ability to control 

corruption has relative impact on available resource abundance, non-resource tax revenue among 

others. In panel B of Table 4.6, effectiveness of law and order appears to be most endogenous 

variable followed by level of Education and GDP per capita proxy for the country’s level of 

income.    

 
Table 4.6; Panel A: Variance Decomposition Result for Botswana Data 

 Corrp LNEDUS LNGDPP TNNR POPGR Open 

ln 

Freeexp NNRTAX 

Corrp  85.41342  0.321177  3.302993  2.366986  3.200383  0.822630  4.414113  0.158295 

LNEDU  56.07229  35.82948  4.050122  2.428368  0.723842  0.496552  0.333326  0.066019 

 LNGDPP  32.59868  14.76831  39.30178  1.758819  5.668974  3.930407  1.831238  0.141792 

TNNR  6.878340  37.59650  2.031731  22.63386  11.05196  6.672433  13.03041  0.104766 

POPGR  31.90027  7.705703  2.671579  12.89316  34.98334  4.469956  5.351648  0.024350 

 Open  27.87855  12.61769  9.244358  9.649096  17.92764  17.43450  4.989889  0.258273 

Freeexp  15.69822  1.261460  6.526281  1.174407  52.68140  1.782632  5.782554  15.09305 

NNRTAX  3.794933  35.77692  0.730977  26.39673  2.235455  3.197244  27.72514  0.142604 

 

Table 4.6: Panel B: Law and Order 

 Law & 

Order LNEDUS LNGDPP TNNR POPGR Open NNRTAX lnFreeexp 

Law  87.15908  0.923674  1.181620  0.242216  0.680155  2.037747  7.625017  0.150492 

LNEDUS  7.945474  86.69545  0.152592  4.638246  0.112978  0.030561  0.378588  0.046108 

LNGDPP  10.41619  15.60020  43.52087  2.400154  16.01293  10.33324  1.708341  0.008070 

TNRR  2.842654  36.16395  13.04600  30.01501  3.328926  6.527016  8.070450  0.005991 

POPGR  2.569572  38.45277  19.86812  9.582033  24.23689  2.702905  2.570605  0.017098 

OPEN  14.00933  29.40198  10.39658  10.07113  22.58244  9.061702  4.414881  0.061967 

NNRTAX  2.241310  5.680401  21.05902  42.83223  3.340758  4.913615  19.89593  0.036736 

LNFreeexp  3.187855  4.566570  20.62997  49.15645  4.242929  9.967203  2.401637  5.847390 

Authors’ Concept 

 

Based on the findings from Table 4.3 and 4.6, factors that drive the quality of governance in 

Nigeria is totally different from that of Botswana. In Nigeria the availability of natural resource 

rents, weak state capacity to tax have a relatively higher influence on Nigeria governance quality 

while in Botswana the level of income (standard of living), education and the quality of 

institution itself account for the relative better governance the country enjoys. In addition, 

openness, the size of the countries measured by population size, and freedom of expression has 

an insignificant relative influence on the quality of institutions in both countries. 
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To ascertain the impact of these variables on the quality of institutions we estimate a long run 

ARDL based on the first three variables with higher relative variabilities. The result of which is 

presented in table 4.7A and 4.7B for both Nigeria and Botswana respectively. 

 

Table 4.7A: ARDL Long Run Result for Nigeria 

Dep. Var: Corruption Coefficient t-Statistics P-Value 

TNRR 0.006389 0.996239 0.3300 

NRTAXAVE -50.45161* -9.460919 0.0000 

LNEDUS -0.030310 -0.211285 0.8346 

C 3.430717* 5.807395 0.0000 

CointEq(-1) -0.579214* -5.244201 0.0000 

                                                                            Diagnostics 

R2  0.752952  

Adj. R2  0.705443  

D.W. Stat.  1.8844  

JB Statistics  9.7516 

(0.0007) 

 

LM Statistics 

 

0.5269 

(0.6455)  

Breusch-Pagan-Godfrey 

 

1.8137 

(0.1226) 

 

Ramsey Reset  

1.384196  

(0.2526) 

 

Source: Author’s Concept 

Note: *, **, *** represent significant at 10%, 5% & 1%; Values in parenthesis represents the 

probability values 

 

The coefficient of TNRR as shown in Table 4,7A revealed an insignificant positive impact on the 

level of corruption in Nigeria, this implies the presence of natural resource abundance 

encourages  control of corruption insignificantly. Previous empirical studies have equally 

concluded that resource abundance has a positive influence on governance quality and that being 

resource rich is never a prerequisite for being cursed.  Aruba and Andrew (2020) in their study 

also established an insignificant relationship between natural resource and rule of law, while 

resource rent was found to induce corruption. The result further revealed that non-resource tax 

proxy for taxation has a significant negative impact on control of corruption, in line with the a 

priori expectation. It is expected that payment of tax will build citizens’ confidence to demand 

for transparency and accountability in the way and manner national resources are being 

managed, thereby reducing corruption. In Nigeria, the availability of abundant natural resource 

which provides a low hanging fruit for the country has weakened state capacity in tax collection 

and reduces the demand for transparency and accountability by the citizens, thus tax policy has 

not been so effective to serve as a declining function of corruption. This contradicts Moshen et 

al, (2017) results in which taxation has a significant positive impact on corruption. Again, 

contrary to a priori result, level of education in Nigeria significantly impact control of corruption. 

It is expected that the higher the level of education of the citizens of a country the more 

enlightened the citizens, and thus the more they hold their leaders accountable. Surprisingly not, 

the literacy rate in the country is still low and as such majority of the citizens are still ignorant of 

their rights. This intuition is based on the descriptive statistics presented in Table 4.1A, which 
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revealed that out of total population of over two hundred million, only about 1150 million has 

obtained secondary school education.  

 

 

Table 4.7B: ARDL Long Run Result for Botswana 

Dep. Var: Corruption Coefficient t-Statistics P-Value 

TNRR -0.173093 -0.799702 0.4408 

NNRTAX 25.93375 1.047080 0.3175 

LNEDUS -15.94080** -2.343106 0.0390 

LNGPPP -27.65874 -0.704593 0.4957 

C 83.25947 1.035745 0.3226 

CointEq(-1) 0.433945* 6.943973 0.0000 

                              Diagnostics 

R2  0.888744  

Adj. R2  0.791396  

D.W. Stat.  2.178334  

JB  0.432418 

(0.8055) 

 

LM 

 

0.118483 

(0.8896) 

 

Heteroskedasticity 

 

0.118483 

(0.384) 

 

Ramsey Reset  

1.143152 

(0.2658) 

 

Source: Authors’ Concept 

Note: *, **, *** represent significant at 10%, 5% & 1%; Values in parenthesis represents the 

probability values 

 

Table 4.7B presents the ARDL long run result for Botswana, the result revealed that total natural 

resource rents have an insignificant negative impact on control of corruption. This implies most 

resource rich countries are likely to be cursed, but efforts by the policy makers in such countries 

can minimize such negative impact to an insignificant level. Taxation, also has an insignificant 

positive impact on control of corruption. Common with countries blessed with natural resources 

is the weak capacity to tax, this is because, revenue from natural resources serves as low hanging 

fruit that require less effort to access. In the case of Botswana, non-resource tax has been able to 

help in maintaining good governance, even though at an insignificant rate. This provides 

explanation behind good economic performance and the better quality of governance achieved 

by Botswana, when compare with the level of development and weak institution in Nigeria. 

Hence significant negative impact of taxation on governance quality in Nigeria is unsurprising. 

The descriptive statistics presented in appendix I provides further empirical support on the 

difference in quality of institutions between the two countries. Nigeria recorded a minimum 

score of 1.00 in both controls of corruption and effectiveness of law and order, while Botswana 

recorded 3.00 and 3.50 respectively over the same period. This result is in line with Antonakakis 

et al. (2016) conclusion that being resource rich is not a pre-requisite for being cursed.  The 

result further revealed that level of education and income are negative function of corruption in 

Botswana, although the impact of level of income is insignificant. 
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Figure 4.1A: Stability Test for Nigeria Model Using CUSUM and CUSUM Sum of squares 

Source: Authors’ Concept using EViews 10.0 

 

 
Figure 4.1B: Stability Test for Botswana Model Using CUSUM and CUSUM Sum of squares 

Source: Authors’ Concept using EViews 10.0 

 

 

The ECM in both models are correctly signed and highly significant at 1%, while the diagnostics 

statistics are also robust going by the probability values of LM test, heteroskedasticity and 

Ramsey rest tests. The adjusted R-squared for both Nigeria and Botswana models are above 

70%, indicating the models are of good fit. The stability tests using CUSUM and CUSUM sum 

of square indicate that both models are stable with the exception of Nigeria CUSUM of Square 

that experienced a little shift between 2007 -2010. In sum it could deduced that factors that drive 

resource curse in Nigeria are the presence of natural resources, which has weakened the state 

capacity to tax and low level of educational attainment among the citizens, while Botswana have 

been able to manage the curse effects associated with resource abundance at the same time 

leveraging on education and high level of income to avoid the presence of resource curse in term 

of poor quality of governance.   

 

5. CONCLUSION 

The study is a comparative analysis of the relationship between quality of governance and 

resource abundance in two different resource rich countries (Nigeria and Botswana) for the 

period 1984 -2018, with the objective of ascertaining the impact of natural resource abundance 

on quality of governance and to establish the relative endogeneity or exogeneity of each variable 

that has been identified in the literature to be a determinant of quality of governance. Previous 

empirical studies have established a high probability of resource curse manifesting through poor 

governance, in resource rich countries. Surprisingly, there exists countries with abundant natural 

resources but with different quality of governance, this informs the selection of Nigeria a 

resource curse economy and Botswana, a country that has been able to a relatively higher quality 
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of governance. Adopting ARDL techniques to ascertain the variables that are either endogenous 

or exogenous and the impact of relative major variables of quality of governance, the study 

equally adopts general Variance Decomposition to identify the relative endogeneity or 

exogeneity of the variables. From the result, it was found that there is a long run relationship 

among the variables for both Botswana and Nigeria while the coefficients of error correction 

(ECM) terms and their probability values suggest that all the variables can be endogenous. This 

indicates that all the variables can be independent variables. From the result of VDC for Nigeria, 

total natural resource rents, non-resource tax and level of education appeared to have higher 

relative endogeneity, while level of education and income appear to have higher relative 

endogeneity in the case of Botswana using the same approach. The result of the estimated long 

run ARDL results revealed that resource abundance has an insignificant positive impact on 

corruption while taxation and level of education negatively impact quality of governance in the 

case of Nigeria. The long run results for Botswana indicated that resource abundance, level of 

education and income exerts a declining impact level of corruption while state capacity to tax 

increases corruption. Based on the findings, the study concludes that the high quality of 

governance in Botswana is explained by the relative higher standard of living and level of 

education in the country while at the same time managing the curse associated with presence of 

resource endowment. In the case of Nigeria, the weak state capacity to tax with relatively poor 

level of education among the citizens are responsible for the poor quality of governance which 

could be termed as resource curse. The study, therefore recommends that for countries blessed 

with resource endowment, improvement in state capacity to tax and qualitative of education 

among citizens remain the escaping windows to break the jinx of the resource curse. 

 

REFERENCES 

Acemoglu, Darron and James A. Robinson 2006b.Economic Origins of Dictatorship and 

Democracy. Cambridge: Cambridge University Press. 

Acemoglu, Darron and James A. Robinson 2006a. Economic Backwardness in Political 

Perspective, American Political Science Review 100 (1), 115-131 

Ades, A., & Di Tella, R. (1999). Rents, Competition, and Corruption.American Economic 

Review, 89(4), 982–993. Accessed at http://doi. org/10.1257/aer.89.4.982.(12/03/2020) 

African Development Bank (AfDB) (202) Nigeria Economic Outlook.Accessed 

athttps://www.afdb.org/en/countries-west-africa-nigeria/nigeria-economic-outlook 

(15/07/2020) 

Ahmad, M.H. and Ahmed, Q.M. (2014). Does the Institutional Quality Matter to Attract the 

Foreign Direct Investment? An empirical investigation for Pakistan.South Asia Economic 

Journal.15(1).55-70. 

Antonakakis, N.,  Cunado, J., Filis, G., and Perez de Gracia, F. (2015)The Resource Curse 

Hypothesis Revisited: Evidence from a Panel VAR. MPRA Paper 72085, University 

Library of Munich, Germany. Accessedhttps://ideas.repec.org/p/pra/mprapa/72085.html 

(12/04/2020) 

Apergis, N., & Payne, J. E. (2014).The Oil Curse, Institutional Quality, and Growth in MENA 

Countries: Evidence from Time-varying Co-integration. Energy Economics, 46, 1–9. 

Accessed at http://doi. org/10.1016/j.eneco.2014.08.026 (15/06/2020) 

Blanco, L. Nugent, J. and Veenstra, G., (2012) Effects of Natural Resource Abundance on 

Institutions: Which, Where and When? Pepperdine University, School of Public Policy 

Working Papers.Paper 40.Accessed at 

http://digitalcommons.pepperdine.edu/sppworkingpapers/40. 14/06/2020 

 

https://www.afdb.org/en/countries-west-africa-nigeria/nigeria-economic-outlook
https://ideas.repec.org/s/pra/mprapa.html
https://ideas.repec.org/p/pra/mprapa/72085.html
http://doi/
http://digitalcommons.pepperdine.edu/sppworkingpapers/40


4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

120 
 

Bhattacharyya, S., & Hodler, R. (2010).Natural resources, Democracy and Corruption.European 

Economic Review.54(4), 608–62. 

Busse, Matthias; Gröning, Steffen (2011): The Resource Curse Revisited: Governance And 

Natural Resources, HWWI Research Paper, No. 106, Hamburgisches 

Weltwirtschaftsinstitut (HWWI), Hamburg 

Carlos Diaz-aljandaro (1985) Argentina, Australia, and Brazil Before 1929, in Ros J. Rethinking 

Economic Development, Growth and Institutions (2013) Oxford University Press, United 

Kingdom  

Corden, W. Max, 1984. Booming Sector and Dutch Disease Economics: Survey and 

Consolidation. Oxford Economic Papers 36, 359-380. 

Corden, W. Max and J. Peter Neary (1982) Booming Sector and De-Industrialization in a Small 

Open Economy, Economic Journal 92. 825-848. 

Economic Growth. A thesis submitted to The Department of Economics School of Social 

Sciences the University of Manchester for the degree of Doctor of Philosophy in the 

Faculty of Humanities 

Frederick Van Der Ploeg & Steven Poelhekke (2016). The Impact of Natural Resources: Survey 

of Recent Quantitative Evidence, The Journal of Development Studies, DOI: 

10.1080/00220388.2016.1160069  

Gapa, Angela, "Escaping the Resource Curse: The Sources of Institutional Quality in Botswana" 

(2013). FIU Electronic Theses and Dissertations.Paper 1019. Accessed at 

http://digitalcommons.fiu.edu/etd/1019 pg 274, 279 (23/04/2020) 

Halvor Mehlum, Karl Moene and Ragnar Torvik  (2006) Institutions and Resource Curse  

Hossein Amiria,, Farzaneh Samadianb, Masoud Yahooa, Seyed Jafar Jamalib  (In Press) Natural 

Resource Abundance, Institutional Quality and Manufacturing Development: Evidence 

from Resource-Rich Countries.  Resources Policy.Accessed at 

https://doi.org/10.1016/j.resourpol.2018.11.002ae/ejs033 ARTICLE IN PRESS. 

Maloney (2002), Missed Opportunities: Innovation and Resource-Based Growth in Latin 

America, Economia 3 (1), 111-167 

Mathew Grace (2018) Institutions, Leadership & Diamonds: How Botswana Escaped the 

Resource Curse Thesis submitted to the Linacre College in partial fulfilment of the 

requirements for the Degree of Master of Science by Coursework in Global Governance 

& Diplomacy at the University of Oxford. 

 Mo Ibrahim Foundation (2020) Ibrahim Index of African Governance (IIAG).http://iiag.online/ 

Mohsen Veisi (2017) Essays on the links between Natural Resources, Corruption, Taxation and 

Economic Growth. A Thesis Submitted to School of Social Sciences, Faculty of 

Humanities, University of Manchester for the degree of Doctor of Philosophy in 

Economics. Accessed at 

https://www.research.manchester.ac.uk/portal/files/55559015/full_text.pdf (17/08/2020) 

Olayungbo, D. O., & Adediran, K. A. (2017). Effects of Oil Revenue and Institutional Quality on 

Economic Growth with an ARDL Approach.Energy and Policy Research, 4(1), 44–54. 

http://doi. org/10.1080/23815639.2017.1307146  

Ologunla, S. E., Kareem, R. O., & Raheem, K. A. (2014).Institutions and the Resource Curse in 

Nigeria.Journal of Sustainable Development Studies, 7(1), 36–51. 

Oyinlola, M., Adeniyi, O., & Raheem, I. (2015).Natural Resource Abundance, Institutions and 

Economic Growth in Africa.African Journal of Economic and Sustainable Development, 

4(1), 34– 48.http://doi.org/10.1504/AJESD.2015.068513 

Ruba A. Aljarallah1 and Andrew Angus (2020). Dilemma of Natural Resource Abundance: A 

Case Study of Kuwait. Sage Open 1-24 DOI: 10.1177/2158244019899701 

 

http://digitalcommons.fiu.edu/etd/1019%20pg%20274
https://doi.org/10.1016/j.resourpol.2018.11.002ae/ejs033
http://iiag.online/
https://www.research.manchester.ac.uk/portal/files/55559015/full_text.pdf
http://doi/
http://doi.org/10.1504/AJESD.2015.068513


4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

121 
 

Sala-i-Martin, X., & Subramanian, A. (2013).Addressing the Natural Resource Curse: An 

Illustration from Nigeria. Journal of African Economies, 22(4), 570–615. 

http://doi.org/10.1093/j 

Corden, W. Max, 1984. Booming Sector and Dutch Disease Economics: Survey and 

Consolidation. Oxford Economic Papers 36, 359-380. 

Corden, W. Max and J. Peter Neary (1982) Booming Sector and De-Industrialization in a Small 

Open Economy, Economic Journal 92. 825-848. 

Scott Pegg1. (2012). Has Botswana Beaten the Resource Curse? In K. Hujo (ed.), Mineral Rents 

and the Financing of Social Policy, UNRISD 2012 

Stella Tsani (2012) Natural resources, governance and institutional quality: The Role of 

Resource Funds. Resources Policy 38 (2013) 181–

195http://dx.doi.org/10.1016/j.resourpol.2012.11.001 

The Word Bank (2020) World Bank in Botswana Accessed at 

https://www.worldbank.org/en/country/botswana/overview (09/04/2020) 
 

 

http://doi.org/10.1093/j
http://dx.doi.org/10.1016/j.resourpol.2012.11.001
https://www.worldbank.org/en/country/botswana/overview


4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

122 
  

Appendix I 

 

Table 4.1A: Descriptive Statistics for Nigeria 

 CORRP LAW FREEEXP GDPP TNRR NNRTAX92 POP OPEN EDUS NRDR 

 Mean  1.600000  2.019048  0.876723  1775.157  15.37258  0.038838  2.579400  0.449702  32.86600  8.726447 

 Median  1.500000  2.000000  2.857722  1515.013  15.63953  0.037551  2.585689  0.433208  28.84042  8.219222 

 Maximum  2.000000  3.000000  4.479428  2563.900  31.81226  0.057835  2.680914  0.688491  56.20540  20.15153 

 Minimum  1.000000  1.000000 -4.731750  1324.297  4.859533  0.025342  2.488785  0.311246  23.55180  2.596654 

 Std. Dev.  0.362002  0.711164  3.760606  452.7624  6.251171  0.006708  0.066570  0.096948  9.051613  4.039881 

 Skewness -0.312425  0.066625 -0.501330  0.563789  0.305613  0.679280  0.026717  0.929740  0.845261  0.707833 

 Kurtosis  1.969108  1.919569  1.472640  1.670745  2.761121  4.004091  1.573246  3.338827  2.475748  3.180947 

           

 Jarque-Bera  2.119217  1.728251  3.616334  4.430927  0.628045  3.210620  2.972788  5.209853  4.568533  2.970408 

 Probability  0.346592  0.421420  0.163954  0.109103  0.730503  0.200827  0.226187  0.073909  0.101849  0.226456 

           

 Sum  56.00000  70.66667  22.79480  62130.48  538.0401  1.048617  90.27901  15.73956  1150.310  305.4257 

 Sum Sq. Dev.  4.455556  17.19563  353.5540  6969789.  1328.623  0.001170  0.150673  0.319565  2785.678  554.9016 

           

 Observations  35  35  26  35  35  27  35  35  35  35 

 

 

Table 4.1B: Descriptives Statistics for Botswana 

 CORRP EDUS LAW GDPP POPGR TNRR OPEN NNRTAX Freeexp 

 Mean  3.517063  66.57834  4.153571  5413.956  2.333257  2.818065  1.017328  0.158017  50.67539 

 Median  3.500000  80.30617  4.000000  5214.446  2.131425  1.497061  1.005869  0.150997  19.49172 

 Maximum  5.000000  85.10596  5.000000  8031.014  3.880975  11.45355  1.342110  0.240737  163.8752 

 Minimum  3.000000  26.06400  3.500000  2758.305  1.120661  0.422802  0.691496  0.096705  0.000000 

 Std. Dev.  0.548113  20.69326  0.660880  1542.999  0.790663  2.723690  0.133378  0.044769  63.68536 

 Skewness  1.093663 -0.765076  0.359124  0.119360  0.633322  1.603470  0.173909  0.275362  0.819322 

 Kurtosis  3.877000  1.974408  1.371454  2.074738  2.414317  4.848828  3.391596  1.718782  1.942514 

          

 Jarque-Bera  8.098888  4.948418  4.620062  1.331601  2.839974  19.98301  0.400058  2.836191  5.546675 

 Probability  0.017432  0.084230  0.099258  0.513862  0.241717  0.000046  0.818707  0.242175  0.062453 

          

 Sum  123.0972  2330.242  145.3750  189488.5  81.66398  98.63228  35.60648  5.530591  1773.639 

 Sum Sq. Dev.  10.21454  14559.17  14.84990  80948750  21.25501  252.2286  0.604847  0.068144  137898.0 

          

 Observations  35  35  35  35  35  35  35  35  35 

 

Author’s Concepts using EViews 10 
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Abstract 

The growth of technology has opened up more opportunities for doing business 

especially outreach and product marketing which is attributable to enhanced 

convenience and improved accessibility of products and services.The study 

examined theinfluence of components of internet banking on rate of customers’ 

deposit of selected deposit money banks in Nigeria. Primary and secondary data 

were employed to collect data used to ascertain the influence of internet banking on 

customer deposit rate.  Four deposit money banks comprising Access Bank, First 

Bank, Stanbic IBTC Bank and Unity bank were conveniently selected for the study 

and the volume of deposit of each bank were extracted from annual report of each 

bank for a period of ten years. Four hundred respondents were selected for the study. 

Accidental sampling techniques were employed to select the respondents. Data 

collected were analyzed using percentage frequency, line graph, factors analysis and 

regression analysis. Findings revealed that components of internet banking used for 

cusxstomer deposit attraction were;ATM,POS and Mobile banking. With the 

coefficient determinant (R²) of 0.349 and (F= 50.32, P < 0.05). Timeliness, online 

services, efficiency and financial transaction has significant influence on customer 

attraction to deposit.Secondary data was used to complement the result of primary 

data, Furthermore; the trend of customer deposit in the study area was progressive 

which conformed to the result from primary data.  

 

Keywords; Internet Banking, Customer Deposit, Deposit Money Banks 

 

1. INTRODUCTION    

Internet banking is a form of the broad dynamic concept known as financial innovation. 

Financial innovation can be defined as any new financial service or product which modifies 

the way in which financial transactions are accomplished. Financial innovation must reduce 

costs per transaction, risks or deliver an improved service that meets the particular desires of 

financial system (Alami, Musa & Hassan, 2009). Banks are highly information intensive, 

however, this activitydepends heavily on Information and Communications Technology 

(ICT) to obtain, process, and provide the information to all relevant consumers. Information 

technology is not only essential in the information processing but provides the means for the 

banking sector operatives to distinguish their products and services. Hence, this makes most 

banks considers revolutionaryapproach to deliver their products and services through the use 

of internet (Anne, 2003). The evolution of internet banking has driven many banks to 

reconsidertheir information technology strategies in order to remain competitive on 

improving deposits by customers. Internet banking has allowed banks and financial 

institutions to offer their services by using a widespread public network infrastructure (Long, 

Nhiy, Thanh & Phong, 2013 ).One of such most important services is providing service and 

information through electronic channels. Internet has changed methods of providing products 

and services to customers in organizations. 

 

mailto:htfasina@lautech.edu.ng
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Customer deposits are money placed into a banking institution by account holder for 

safekeeping. In other words, customer deposits can be understood as the enhancement or 

increase in the pool of financial services by the banking industries which are tailor-made to 

all the levels in the society.Hauner and Peiris (2005) affirmed that customer deposits enable 

commercial banks to invest in technological innovations.These innovations help in reducing 

costs and increasing efficiency in operations of commercial banks which in turn contributes 

to an increase in customers’ deposits. This research work therefore examines the influence of 

components of internet banking on rate of customers’ deposit. It further hypothesized that, 

Components of internet banking has no influence on customer deposit of Deposit Money 

Banks of Nigeria. 

 

2. LITERATURE REVIEW 

 

Adoption of internet banking 

With the growth of online banking system, the importance of transferring money online has 

become an important issue to potential customer/consumer. The E-banking system can be 

classified as direct online credit/debit payments, mediated credit/debit payments, store-value 

money and electronic bill payment (Fazlollai,2002; Bitpipe, 2006). Traditional banking 

System is noted to have more limitation which inhibits consumers from adopting them. One 

of the major concerns with regard to E-banking is noted to be security. Electronic banking 

use has greatly improved over the years and some of the factors thathave contributed to the 

improved use of E-banking include; introduction of Internet, theimprovement of ICT, and the 

quick expansion of wireless telecommunication (Gerald, 2011). E-banking has made the 

customers payment processes to be much easier andeffective. Businesses and Banks together 

with settlement process have been made easier and moreaffective due to the adoption of 

internet banking. Most organizations and banks have adopted electronic banking so as to be 

continuously competitive and alsosucceed in theglobal economy. 

 

Factors Influencing Adoption of Internet Banking 

The following factors influence internet banking in the banking industry, which includes 

information security, infrastructure, technology, regulatory framework and top management 

support; 

 

Information Security 

According to Collins (2010), one of the main factors affecting electronic banking todayis lack 

of adequate security. Research indicates that technical failures such as 

(hardwaremalfunctioning and other transaction errors) are not a major issue in electronic 

banking but information security is a major factor affecting adoption of internet 

banking.Informationsecurity is mainly determined by the electronic banking channel and 

infrastructure used. Internet banking is mainly carried out on the Web browsers which are 

integrated tovarious deposit money banks. 

 

Infrastructure 

According to Chiemeke (2009), successful use of technologies such ase-banking dependson 

how the technologies are used togetherwith the other technologies. However in Nigeria the 

most critical barrier is limitedinformation and communication infrastructureavailability 

(Abor, 2009). 
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Technology 

Technology use in the banking systems has really improved over the years. However, 

Technology systems have been faced with various risks such as data and network 

securityriskswhich have made adoption of electronic banking difficult. Clients have 

becomeuncertain due to technology risks regarding data security and information on 

applicablemodels of electronic banking (Owens, 2009).Technology applications 

requireknowledge on mobile phones, barcode scanners, card readers, and at times computers 

thatconnect with the bank's server as well as software requirements, inter-operability 

andprotocols accepted. 

 

Types of Internet banking 

Automated Teller Machine (ATM) 

ATM is a combined computer terminal, with cash vault and record-keeping system in one 

unit, permitting customers to enter the bank’s book keeping system with a plastic card 

containing a Personal Identification Number (Yazeed & Ibrahim, 2014). Mostly located 

outside of banks, it can also be found at airports, shopping malls, and places far away from 

the home bank offices, and offering several retail banking services to customersthus 

reducingworkload of human tellers. 

 

Electronic Funds Transfer at Point of Sale (EFT/POS) 

EFT/POS is an online system that involves the use of plastic cards in terminal on merchants‟ 

premises and enables customers to transfer funds instantaneously from their bank accounts to 

merchant accounts when making purchases. It uses a debit card to activate the transfer 

process (Amoah, 2010). 

 

Mobile Banking  

According to Zika (2005) a mobile banking is an electronic transaction made through a 

mobile device (e.g., a cell phone or a Personal Digital Assistant, PDA). This uses a mobile 

device to initiate and confirm electronic banking. In the field of transaction, mobile phones 

opportunity is seen inthe embedded SIM (smart) card used to store information of users. The 

advantage of not needing to use other devices such as modems, point of sale terminals, and 

card readers for mobile payments is also quite clear (Zika, 2005). 

 

 The Effect of Internet Banking on Customer Deposits 

Banking is one of the most information rigoroussectors in an ideal domain for the effective 

development of e-commerce (Kardaras & Papathanassiou, 2001). Hence many banks have 

provided clienteles with financial services by use of internet, and competitive pressure have 

made banks to offer internet banking (Adesina & Ayo, 2010). This has led to an increase in 

customer deposits due to reduction of costs and improved efficiency in transactions. Internet 

banking tends to bring the financial services closer to the consumers and thus increases 

customer’s deposits which enables customers to access financial services more conveniently 

(Philip, 2005).As a result of technological innovations banks have adopted modern 

technologies such as information communication technology. 

 

Different types of customers deposit account 

There are various types of bank accounts used to store money in Nigeria for safe – keeping 

and investment by different individuals, organization, government agencies. 
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Savings,Current,Fixed, Joint, CorporateDomiciliary,Non Resident Nigeria Account 

 

It is virtually opened by individual and the most common account type in Nigeria. Little 

interest rateis applied on the deposits made by customer. Savings account is generally an 

interest bearing deposit account set up easily at the bank, though restricted to certain 

transaction.This kind of Nigeria bank account is also referred to as a checking account which 

is usually operated by businessmen and organization. It is required if a customer wishes to 

make payment through cheques.This is a special account that is usually operated by 

individuals and organization that have excess liquidity that can be saved by the customer for 

a stated period such as a year or more.  Withdrawals are restricted during the period of the 

fixed interest but agreed interest will be paid together with the fixed sum on the expiration of 

the fixed period. 

 

This is an account opened with the name of two or more people who are all signatories to the 

account. Joint account holders are regarded according to law as together making up the 

owner. Any action made on the account is made jointly not by individual. Joint account in 

Nigeria can be classified as either joint tenancy or tenants in common.This is a business 

account opened solely by companies or corporation with a huge turnover for business 

purpose.This is the bank account opened in Nigeria which allows its user to make 

transactions in foreign currencies; it is funded with foreign currencies such as dollars, pounds 

or euros.This is the account opened by Nigerians living outside Nigeria, who at the same time 

can enjoy the services of their home bank. 

 

3.  METHODOLOGY 

The study focused on internet banking and customer deposit of selected deposit money banks 

with branches in Osun state Nigeria and the study covered specifically depositmoney banks 

quoted on the floor of the Nigeria Stock Exchange. Primary data were collected through the 

questionnaire administered on customers of selected deposit money banks while secondary 

data were used to show the trend of total customer deposits of selected banks for a period of 

ten years. The study adopted multi-stage sampling technique which comprises of 

conveniently sampling technique and accidental sampling technique. Conveniently sample 

technique was used to select four out of the fifteen quoted Nigeria deposit money banks; the 

four banks selected are Access bank, First bank, Stanbic IBTC bank and Unity bank. 

Accidental sampling technique was used to administer questionnaire on available customers 

within the banks premises. A total number of 400 respondents were selected.   The study 

employed both descriptive and inferential statistics to test for the objectives. The inferential 

statistics are factor analysis and regression analysis. 
 

4.  RESULTS AND DISCUSSIONS 

The influence of these components on customers’ deposit 

In an attempt to examine the influence of these components (which are ATM, POS and 

mobile banking) on customer’s deposit, percentage frequency was employed and presented in 

table 1. The variables used were Internet banking service covers cash withdrawal (CW), 

Internet banking service covers cash deposit (CD), Internet banking service covers money 

transfer (MT),Internet banking service covers online bill pay (OBP), Internet banking service 

covers online business (OB), Internet banking service covers account checking (AC), Internet 

banking service covers money borrowed (MB), Internet banking service covers domestic 

credit (DC), Internet banking controls expenses (CE), Internet banking is time saving (TS), 

Internet banking reduces risk of losses (RL), Internet banking creates speed (CS), Internet 

banking has accuracy (ACC), Internet banking has convenience (CON) and Internet banking 
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has safety (STY). It was observed that Internet banking service covers cash withdrawal (CW) 

had 38.4 percent strongly agreed and 45.3 percent had agreed.  

 

Furthermore, Internet banking service covers cash deposit (CD) had 37.9 percent strongly 

agreed and 44.2 percent agreed. LikewiseInternet banking service covers money transfer 

(MT) had 28.7 percent strongly agreed and 39.2 percent agreed. SimilarlyInternet banking 

service covers online bill pay (OBP) had 36.6 percent strongly and 40.0 percent agreed. 

FurthermoreInternet banking service covers online business (OB) had 35.5 percent strongly 

agreed and 44.7 percent agreed. SimilarlyInternet banking service covers account checking 

(AC) had 32.1 percent strongly agreed and 41.8 percent agreed. FurthermoreInternet banking 

service covers money borrowed (MB) had 36.1 percent strongly agreed and 46.3 percent 

agreed. LikewiseInternet banking service covers domestic credit (DC) had 44.2 percent 

strongly agreed and 39.2 percent agreed.   

 

In addition, Internet banking controls expenses (CE) had 36.3 percent strongly agreed and 

39.2 percent agreed. LikewiseInternet banking is time saving (TS) had 36.6 percent strongly 

agreed and 39.6 percent agreed. SimilarlyInternet banking reduces risk of losses (RL) had 

41.6 percent strongly agreed and 37.9 agreed. FurthermoreInternet banking creates speed 

(CS) had 37.4 percent strongly agreed and 40.5 percent agreed. LikewiseInternet banking has 

accuracy (ACC) had 32.9 percent strongly agreed and 37.6 percent agreed. SimilarlyInternet 

banking has convenience (CON) had 35.8 percent strongly agreed and 33.2 percent agreed. 

FurthermoreInternet banking has safety (STY) had 37.6 percent strongly agreed and 40.3 

percent agreed. It was deduced that most of the respondents consented positively to the 

questions raised.  

 

Therefore, It was unveiled that major components of internet banking servicesthat influence 

the rate of customers deposit were;  cash withdrawal (CW),  cash deposit (CD),  money 

transfer (MT), online bill pay (OBP),  online business (OB), account checking (AC),  money 

borrowed (MB),  domestic credit (DC),  controlled expenses (CE),  time savings (TS),  

reduced risk of losses (RL),  created speed (CS),  accuracy (ACC),  convenience (CON) and  

safety (STY). 

 

Table 1.The influence of these components on customers’ deposit 
Variables  SA (%) A (%) D (%) SD (%) U (%) 

Internet banking service covers cash 

withdrawal (CW) 

146(38.4) 172(45.3) 31(8.25) 19(5.0) 12(3.1) 

Internet banking service covers cash deposit 

(CD) 

144(37.9) 168(44.2) 30(7.9) 22(5.6) 16(4.2) 

Internet banking service covers money 

transfer (MT) 

109(28.7) 149(39.2) 48(12.6) 44(11.6) 30(7.9) 

Internet banking service covers online bill 

pay (OBP) 

139(36.6) 152(40.0) 41(10.8) 31(8.2) 17(4.5) 

Internet banking service covers online 

business (OB) 

135(35.5) 170(44.7) 51(13.4) 14(3.7) 10(2.6) 

Internet banking service covers account 

checking (AC) 

122(32.1) 159(41.8) 69(18.2) 20(5.3) 10(2.6) 

Internet banking service covers money 

borrowed (MB) 

137(36.1) 176(46.3) 36(9.5) 20(5.3) 11(2.9) 

Internet banking service covers domestic 

credit (DC) 

168(44.2) 149(39.2) 43(11.3) 15(3.9) 5(1.3) 

Internet banking controls expenses (CE) 138(36.3) 149(39.2) 43(11.3) 15(3.9) 5(1.3) 

Internet banking is time saving (TS) 139(36.6) 149(39.6) 59(15.5) 23(6.1) 10(2.6) 
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Internet banking reduces risk of losses (RL) 158(41.6) 144(37.9) 48(12.6) 20(5.3) 10(2.6) 

Internet banking creates speed (CS) 142(37.4) 154(40.5) 51(13.4) 23(6.1) 10(2.6) 

Internet banking has accuracy (ACC) 125(32.9) 143(37.6) 73(19.2) 30(7.9) 9(2.4) 

Internet banking has convenience (CON) 136(35.8) 126(33.2) 82(21.6) 30(7.9) 6(1.6) 

Internet banking has safety (STY) 143(37.6) 153(40.3) 51(13.4) 23(6.1) 10(2.6) 

Source; Field survey (2019) 

 

Test for adequacy of data used for factor analysis 

The KMO test value was 0.748 which was grader than 0.5 and this implies that the variable 

and data collected were adequate for factor analysis purpose. Furthermore Bartlett’s test of 

sphericity was employed and a value of 0.000 which was lower than 0.05 level of 

significance. Thus the Bartlett’s test of sphericity was statistically significant implying that 

the variables were significant. 

 

Table 3 presented the Eigenvalues and the extracted factors. The eigenvalues was set at one 

and four factors were extracted out of the fifteen variables operationalized. The four variables 

extracted had a cumulative of 69. 2%. The first factor explained a variance of 30.87 percent, 

second factor explained 18.97 percent, and the last selected factor explained 8.339 percent. 

 

Rotated Component Matrix of factors influencing customer deposit attraction 

Table 4 presented Rotated Component Matrix of the variables operationalized with values of 

Time saving (0.961), create speed (0.979), and safety (0.976) loaded on factor one 

respectively. Furthermore, cash withdrawal (0.523), online bill payment (0.783), online 

business (0.805), account checking (0.720), money borrowed (0.828)values loaded on factor 

two. Similarly, cash deposit(-0.493), domestic credit(0.590),risks losses (0.673), 

accuracy(0.691), convenience(0.688) values loaded on factor three while money 

transfer(0.576) and controls expenses(0.798) values loaded on factor four respectively. Factor 

one which wereTime saving, create speed, and safety were renamed as timeliness, while 

factor two which were cash withdrawal, online bill pay, online business, account checking, 

money borrowed were renamed as online services, likewise factor three which were cash 

deposit, domestic credit, ricks losses, accuracy, convenience were renamed as efficiency 

while factor four which were money transfer and controls expenses were renamed as 

financial transaction. Thus underlining factors influencing customer deposit attraction 

were;timeliness, online services, efficiency, and financial transaction. These four factors 

identified were used to perform regression analysis. 

 

Influence of these components on customers deposit 

Table 5 presented the model summary of the relationship between four identified factors 

(timeliness, online services, efficiency and financial transaction) and customer deposit. This 

was done to examine the influence of these components on customer’s deposit. It was 

observed that the multiple correlation coefficients R was 0.591 and the coefficient of 

determinant R2 was 0.349 which implied that the independent variables which were 

timeliness, online services, efficiency and financial transaction explained about 35% in the 

dependent variable which was customers deposit which is considered significant for a cross 

sectional survey. 

 

Furthermore, table 5 presented the ANOVA of the relationship between four identified 

factors (timeliness, online services, efficiency and financial transaction) and customer 

deposit. It was observed that the F-ratio was 50.319 with a critical p-value of 0.000 which 

was lower than 0.05 level of statistical significance. Therefore, it was affirmed that there is a 
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significant relationship between the factors identified (timeliness, online services, efficiency 

and financial transaction) and customers deposit. 

 

Table 2 KMO and Bartlett Test 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 
0.748 

Bartlett's Test of Sphericity Approx. Chi-Square 
5.463E3 

Df 105 

Sig. 0.000 

Source: Researcher’s computation (2019)   

 

Table 3 Total Variance Explainedthe Eigenvalues and the extracted factors 

 

Component 

Initial Eigenvalues 

Extraction Sums of Squared 

Loadings 

Rotation Sums of Squared 

Loadings 

Total 

% of 

Variance 

Cumulative 

% Total 

% of 

Variance 

Cumulative 

% Total 

% of 

Variance 

Cumulative 

% 

1 4.630 30.870 30.870 4.630 30.870 30.870 3.459 23.057 23.057 

 

         2 

 

  2.846 

 

18.972 

 

49.842 

 

2.846 

 

18.972 

 

49.842 

 

3.057 

 

20.379 

 

43.436 

 

         3 

 

1.665 

 

11.100 

 

60.942 

 

1.665 

 

11.100 

 

60.942 

 

2.285 

 

15.231 

 

58.667 

 

         4 

 

 1.251 

 

8.339 

 

69.281 

 

1.251 

 

8.339 

 

69.281 

 

1.592 

 

10.614 

 

69.281 

5 0.938 6.253 75.534       

6 0.805 5.367 80.901       

7 0.678 4.517 85.418       

8 0.629 4.196 89.614       

9 0.455 3.032 92.646       

10 0.375 2.500 95.146       

11 0.350 2.335 97.481       

12 0.216 1.437 98.918       

13 0.137 0.911 99.829       

14 0.024 0.163 99.992       

15 0.001 0.008 100.000       

Source: Researcher’s computation (2019)   
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Table 4 Rotated Component Matrixa  

 Component 

 1 2 3 4 

Cash withdrawal  0.523   

Cash deposit   -0.493  

Money transfer    0.576 

Online bill pay  0.783   

Online business  0.805   

Account checking   0.720   

Money borrowed  0.828   

Domestic credit   0.590  

Controls expenses    0.798 

Times saving  0.961    

Ricks losses   0.673  

Creates speed 0.979    

Accuracy   0.691  

Convenience   0.688  

Safety 0.978    

Extraction Method: Principal Component Analysis.  

 Rotation Method: Equamax with Kaiser Normalization. 

 

Rotation converged in 6 iterations. 

Source: Researcher’s computation (2019)   

  

 

 Table 5    Model Summary of influence of these components on customer deposit  

Model R R Square 

Adjusted R 

Square 

Std. Error of 

the Estimate Durbin-Watson 

 0.591 0.349 0.342 0.83804 0.207 

a. Predictors: (Constant), REGR factor score   4 for analysis 2, REGR factor score   3 for 

analysis 2, REGR factor score   2 for analysis 2, REGR factor score   1 for analysis 2 

b. Dependent Variable: customer deposit   

 

Source: Researcher’s computation (2019)  
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Table 6 ANOVA of influence of these components on customer deposit 

Model Sum of Squares Df Mean Square F Sig. 

 Regression 141.359 4 35.340 50.319 0.000a 

Residual 
263.367 375 0.702 

  

Total 
404.726 379 

   

Predictors: (Constant), REGR factor score   4 for analysis 2, REGR factor score   3 for 

analysis 2, REGR factor score   2 for analysis 2, REGR factor score   1 for analysis 2 

Dependent Variable:customer deposit     

Source: Researcher’s computation (2019)  

The trend of customer deposit of deposit money banks in Nigeria 

 Trend analysis was employed and presented in fig.1.Internet banking was proxy by customer 

deposit. It was observed that Access bank had an increase in customer deposit from 1999 to 

2011, and then decreased in 2012, increased in 2013, decreased in 2014 to 2015 increased 

from 2016 to 2018. Furthermore First bank had a slight increase in customer deposit from 

2009 to 2010 and continued increase in 2011 to 2017 and there was a high increase in 2018. 

Stanbic bank had an increase in deposits from 2009 to 2012 and continued increase from 

2013 to 2018.In similar manner, Unity bank had slight increase in 2009 to 2014, and a 

decrease in 2015 then increasedfrom 2016 to 2018.As a result, it was deduced that the trend 

of customers deposit in the sampled deposit money banks was increasing from 2013 to 2018. 

 

 

 
 

Fig.1 Trend of customers’ deposit of selected money deposit banks in Nigeria 

 

5.  CONCLUSION AND RECOMMENDATIONS 
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Based on the findings, it was concluded that components of internet banking being used for 

customers’ attraction are ATM, POS and Mobile banking, also the influence of these 

components on customer deposit were timeliness, online services, efficiency and financial 

transaction while the trend of customer deposit in the study area was progressive which 

conformed to result from primary data. 

 

Base on the conclusion and finding of this study, it became important to recommend that 

central bank of Nigeria should set policies that are essential in providing basic context and 

terms for transfer of funds and credit through internet sources which is essential to establish 

and promote e-commerce which further creates electronic city.  
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Abstract 

The study analyses the impact of Foreign Direct Investment (FDI) on poverty in 

Nigeria from over a period of 36years (1981-2017). Poverty was measured both in 

terms, of income and wellbeing using household consumption expenditure, infant 

mortality and life expectancy rates. The results obtained from the estimation of 

Autoregressive Distributed Lag model (ARDL) indicated that foreign direct 

investment tends to be a reducing function of poverty, measured in term of income, 

while it tends to exacerbate poverty when proxied by life expectancy. The paper 

argues that, conclusions from previous studies on the positive relationship between 

FDI and poverty in Nigeria might have suffered from measurement error. The study, 

therefore, concludes that FDI inflow in Nigeria has the capability of redistributing 

income, increase investment and provision of basics goods and services necessary 

for improving welfare of average Nigerians. The paper therefore, recommends for 

the creation of competitive and attractive environment by the government in order to 

maximize the benefits of FDI. This could be through tax rebate, ensuring a secure 

environment, along with strong institutions capable of protecting investment 

resources.  

 

Keywords: Poverty; FDI; ARDL; Infant mortality; Nigeria 
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1.  INTRODUCTION 

Poverty is one of the problems faced by almost all countries of the world, therefore global 

phenomenon. At present, poverty is regarded as the most damaging threat to peace and 

stability of humanity even more than terrorism and others (Oloyede, 2014; Omoniyi, 2013), 

and it has become a serious challenge for policy makers both at national and international 

levels. 

 

According to Cook (2013), more than a billion people live below US$1.2 per day across the 

globe while 1.7billion people are deprived of healthy living conditions, education and 

economic opportunities. A greater proportion of poor people are found in less developed 

countries, with the African continent accounting for the largest percentage. Nigeria is a 

country that is well endowed with abundant human and natural resources, but with a poor 

record of economic performance. The country has been adjudged to be one of the poorest 

countries in the world, with 86.9million of her citizens trapped in extreme poverty (World 

Poverty Clock, 2018). In addition, Babayo, Yakubu and Ibrahim (2018), x-ray the trend of 

poverty in Nigeria, rising from 54.4% in 2004 to 70.6% in 2007.  In 2010, it fell to 70%, 

while in 2014 and 2017 the rate increased to 70.6% and 72.4% respectively. This present a 

case of paradox of plenty when one considers the inflows of foreign direct investment, 

abundant natural resources and huge earnings derived from crude oil sales during the period 

under review.  FDI inflows to Nigeria has been on a downward trend. In 2013, it was 

about:blank
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US$5.6billion which later fell to US$4.6billion in 2014, US$3.0billion in 2015 but increased 

to US$4.4billion in 2016 and later fall down to US$3.5billion in 2017 and US$1.9billion in 

2018 (World Development Report, 2020). 

 

However, extant literature has provided evidence in support of the assertion that inflows of 

foreign direct investment (FDI) can help reduce poverty by creating employment 

opportunities and thus improving the standard of living of the citizens (Ogunniyi and Igberi, 

2014; Oni, 2014; Olusanya, 2013). According to IMF (1993), FDI is regarded to be any 

international investment made by the resident of one economy into the business operations of 

an enterprise resident in a different economy, with the intention of establishing a lasting 

interest. FDI can make up for domestic capital shortfalls, provide technology and managerial 

skills and facilitate access to foreign markets. By providing access to external markets, 

transferring technology and building capacity in the local firms (World Investment Report, 

2019) by the United Nations Conference on Trade and Development (UNCTAD). 

 

The impact of FDI on poverty alleviation has generated debates among scholars and have 

motivated vast amount of theoretical and empirical literature (Magombeyi and Odhiambo, 

2018; Shamim, Azeem and Naqvi, 2014; Fowowe and Shuaibu, 2014). Some of these studies 

have been marred by certain limitations. For instance, Israel (2014) in his study on the impact 

of FDI on poverty, failed to consider a dataset with longer time range at the same time using 

data that covers only FDI in industrial sector. Other empirical studies were deficient by 

adopting a single proxy for poverty. For instance, Fowowe and Shuaibu, (2014), Zaman, 

Khan and Ahmad, (2012), Ali and Nishat, (2010) adopted poverty headcount as the only 

proxy for poverty. Therefore, this study is designed to fill the existing gaps by examining the 

impact of FDI on poverty proxy by household consumption expenditure, life expectancy, and 

infant mortality rate covering a period of 37years 1981-2017). 

 

2.  LITERATURE REVIEW 

The concept of Foreign Direct Investment (FDI) has been defined in various ways. According 

to World Bank (1996), FDI is a form of international investment undertaken by an investor to 

acquire a lasting management interest (normally 10% of voting stock) in a business enterprise 

operating in a country different from the investor’s country of origin. Lasting management 

interest in the above definition gives the investor the opportunity to exercise a significant 

degree of influence on the management of the enterprise which the investor has invested in. 

FDI is characterized by having ownership control of a business enterprise in one country by a 

firm or individual based in another country. It is different from Foreign Portfolio Investment 

(FPI) which consists of stocks, bonds and other financial assets owned by investors in another 

country. In general, FDI involves the transfer of technology, capital and managerial know 

how from foreign country to the host country. 

 

Corporations that undertake FDI are called Multinational Corporations (MNCs). A MNC 

invests directly in another country by creating a new enterprise or subsidiary which is called 

Greenfield investment or through merger with local firms or acquisition of domestic 

enterprises. Other than merger, acquisition and Greenfield, FDI also entails reinvesting 

earnings from overseas operations, loans and capital transfer between parent enterprise and 

its affiliates or subsidiaries. 

 

Poverty on the other hand can be defined as a state of deprivation, in terms of both economic 

and social indicators such as income, education, health care, portable water, access to food, 

social status, self-esteem and self-actualization (Okoh 1998). Poverty can be classified into 
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three different types: (i) extreme poverty; (ii) moderate poverty and (iii) relative poverty 

(Sachs, 2009). Extreme poverty involves a situation in which a household cannot provide for 

its basic needs require for survival. Such people are completely deprived of basic human 

needs which are food, health care, safe drinking water and sanitation. Moderate poverty on 

the other hand, implies a condition of life in which basic needs are barely met. Households 

that fall under this category can afford the basic necessities of life, but sufficiency is not 

guaranteed. For instance, those who are living under moderate poverty have access to food, 

shelter and clothing, but lack access to sufficient income or unable to afford basic education 

for their wards. Lastly, relative poverty is when the household income level falls below a 

given proportion of average national income. Like Sachs, the World Bank also classified 

poverty based on two dimensions which are extreme and moderate poverty. Extreme poverty 

refers to living less than US $1.90 per day and moderate poverty as less than $3.10 a day. 

There are many theories linking poverty to the inflow of foreign direct investment, some of 

which are Hymer (1976), structural economic theory of poverty, Heckscher-Ohlin theory 

among others. The structural economic theory of poverty advocated by Rainwater Lee (1976) 

argued that poverty exists due to the structure of the economy. Among the factors that affect 

the structure of the economy are employment level and nature of income distribution. This 

theory argues that an individual is poor not because he chose to, but because there are no 

employment opportunities available to be engaged. The theory explains further that 

individuals are poor because of the inequitable distribution of income (Joordan, 

2004).Therefore, the inflow of FDI that is capable of creating employment opportunities 

could be one of the windows through which majority of the poor could be pulled out of the 

poverty circle. This is underscored by the fact the inflow of foreign direct investment into an 

economy through MNCs, will result in the creation of more employment opportunities, 

increase income and higher their standard of living. 

 

Empirical studies have also linked FDI to poverty, for instance, Israel (2014) investigated the 

impact of FDI on poverty reduction in Nigeria using time series data for the period 1980 to 

2009 and poverty headcount as a proxy of poverty. The Error Correction Model (ECM) based 

estimation results shows that poverty reduction is positively related to FDI. The study 

revealed that improvement in education, health and nutrition address the worst consequences 

of being poor. In this regard, the study recommends that improving the social services of the 

poor will be an essential part of any long-term strategy for reducing poverty in Nigeria.  

Shamim, Azeem and Naqvi (2014) examined the impact of FDI on poverty in Pakistan using 

time series data from 1973-2011 and poverty headcount as a proxy for poverty. Employing 

Autoregressive Distributed Lag (ARDL) and co-integration techniques for data analysis, they 

found FDI to reduce poverty. The study concludes that for poverty to be reduced in the 

country, FDI inflows should be increased by increasing the level of investment to GDP ratio 

and government should remove all restrictions and limitations to improve trade openness for 

the purpose of attracting more foreign direct investment into the country. 

 

Fowowe and Shuaibu (2014) conducted an empirical investigation on the relationship 

between FDI and poverty in a sample of 30 African countries using pooled data from 1981 to 

2011. Using the World Bank poverty headcount as a proxy for poverty and Generalized 

Method of Moments (GMM) as technique of data analysis, their findings showed that FDI 

inflows have significantly contributed to poverty reduction in African countries. The study 

concluded that better institutional quality and human capital development are associated with 

reducing poverty. Zaman, Khan and Ahmad (2012) investigated the relationship between FDI 

and poverty in Pakistan using data for the period 1985 to 2011, employing the poverty 

headcount as a proxy for poverty. The results of Ordinary Least Square (OLS) estimations 
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showed a significant negative coefficient of FDI, thus implying that increasing FDI will lead 

to a reduction in poverty. In view of reducing poverty, the study recommends that 

government should adopt a mixture of investment friendly and direct poverty alleviation 

polices and there is need to target public sector development expenditures to particular 

regions which have a high incidence of poverty. 

 

In another study by Magombeyi and Odhiambo (2018) on the impact of FDI inflows on 

poverty reduction in Botswana using time series data from 1980 to 2014. The study employed 

Autoregressive Distributed Lag (ARDL) bounds test approach to co-integration and the error 

correction model to investigate the relationship. Household consumption expenditure, infant 

mortality rate, and life expectancy are used as poverty reduction proxies. The findings from 

this study revealed that FDI has a positive impact on poverty reduction in the short run and a 

negative impact in the long run when life expectancy is used as a poverty reduction measure. 

The study concluded that the impact of FDI on poverty reduction is sensitive to the poverty 

reduction proxy used. Ogunniyi and Igberi (2014) investigated the impact of FDI on poverty 

reduction in Nigeria using time series data between 1980 and 2012 with per capital GDP as 

proxy for poverty. Using the Ordinary Least Square (OLS) estimation technique, they found 

FDI to have a positive but not significant impact on real per capital income and hence does 

have the potential of reducing poverty in Nigeria. The study recommends that care should be 

taken when attracting foreign direct investments and they should be directed to productive 

sectors of the economy. Also, government should create a competitive environment to 

maximize the benefits of FDI. 

 

Considering other factors affecting poverty, Njong (2010) examined the effect of education 

on poverty in Cameroon using Cameroonian 2001 household survey data. Employing a 

sample-selectivity corrected logistic regression model based on cross sectional data, he found 

educational attainment and work experience to be effective in poverty reduction. The study 

established that educational attainment will enhance the earning potential of the individuals 

and consequently, the increased earnings will definitely lift them out of poverty. Rashid 

(2012) studied the effect of inflation on poverty in developing countries with a panel dataset 

comprised of 115 developing countries over the period 1981 – 2008. Using multivariate 

regression analysis, findings from the study revealed that inflation in general is positively 

correlated with poverty. The study concluded that an increase in inflation will lead to an 

increase in poverty. However, the effect of inflation on poverty is not very straightforward. 

Inflation in lower and upper middle-income countries, has a positive relationship with 

poverty, but in the case of low-income countries, under certain specifications, inflation has a 

negative relationship with poverty. Edrees et al (2015) examined the impact of government 

spending, growth, trade, foreign aids and FDI on poverty reduction in Africa over the period 

of 1974 and 2013. The result of the Generalized Method of Moments (GMM) estimation 

technique revealed that FDI, economic growth, trade and government spending on education 

and health are positively related to poverty reduction while foreign aid is negatively related to 

poverty reduction. The study recommended that policy makers should introduce effective 

policies that will generate economic growth and attract foreign direct investment inflows. 

 

3. METHODOLOGY 

 

3.1 Sources of Data 

The study used secondary data sourced from Central Bank of Nigeria Statistical Bulletin, 

World Bank and UNCTAD World Investment Reports. The study covers a period 37year 
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((1981-2017). The choice of the period is based on availability of data, Data on poverty are 

only available for short periods of term. 

 

3.2 Variables Measurement 

The dependent variable for this study is poverty, measured by three different proxies which 

are household consumption expenditure, infant mortality rate, and life expectancy, sourced 

from World Bank Development Indicators (2020).Foreign direct investment is an investment 

in the form of a controlling ownership in a business in one country by an entity based in 

another country. This will be measured by total FDI inflows as a percentage of GDP in line 

with the work of work of Kashin (2010). Education is the act or process of imparting or 

acquiring particular knowledge or skills. In this study, education will be measured by gross 

primary school enrollment (Ayanwale, 2007). It is expected the higher the inflow of FDi, the 

lower the level of poverty, therefore a negative relationship is expected between FDI and 

poverty alleviation. 

 

To measure inflation, we adopted consumer price index Inflation in line with the work of 

Sunday and Ibrahim (2017), while government spending, which refers to the total amount of 

money spent by the government on the acquisition of goods and provision of services. It 

includes all government consumption, investment and transfer payments. This is measured as 

gross national expenditure (% of GDP) and it is adopted from the work of Tambunan (2009). 

We expect a negative relationship between education and FDI, while a positive relationship is 

expected between FDI and inflation.Infrastructure is the basic requirement of economic 

development. Good infrastructure facilitates production, reduces operating costs and thereby 

promotes FDI (Wheeler and Mody, 1992). Given the availability of data, the study used fixed 

telephone subscription per 100 people as a proxy (Isreal, 2014). To examine the influence of 

economic performance on the citizens’ standard of living, economic growth was also 

included. Following the work of Sunday and Ibrahim (2017), level of economic growth is 

proxy by total real GDP measured by Gross Domestic Product at constant basic prices.  

 

3.3 Model Specification and Technique of Data Analysis 

Three different models were specified to investigate the impact of FDI on poverty alleviation. 

Model 1 investigates the impact of FDI on poverty alleviation proxied by household 

consumption expenditure (Pov1). Model 2 investigates the impact of FDI on poverty 

alleviation proxied by infant mortality rate (Pov2), and Model 3 analyses the impact of FDI 

on poverty alleviation proxied by life expectancy (Pov3). The models are as specified in 

equation 3.1-3.3 respectively. 

POV1t = f(β0 + β1FDI + β2 EDU + β3 INFL + β4GOVS + β5INFRAST + β6RGDP
+ μt)………3.1 

 

POV2t = f(β0 + β1FDI + β2 EDU + β3 INFL + β4GOVS + β5INFRAST + β6RGDP
+ μt)………3.2 

 

POV3t = f(β0 + β1FDI + β2 EDU + β3 INFL + β4GOVS + β5INFRAST + β6RGDP
+ μt)………3.3 

 

Where, 

Pov1 = Poverty captured by household consumption expenditure 

Pov2 = Poverty captured by infant mortality rate 

Pov3 = Poverty captured by life expectancy 

FDI = Foreign Direct Investment 
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EDU = Education 

INFL = Inflation Rate 

GOVS = Government Spending 

INFRAST = Infrastructural Development 

RGDP = Real Gross Domestic Product 

β0Is the constant and e is the error term 

 

3.4 Technique of Data Analysis 

The technique of data analysis for this study is the Autoregressive Distributed Lag (ARDL). 

The ARDL bounds testing approach was selected because of its associated advantages. One, 

the ARDL approach does not require all variables to be integrated of the same order as far as 

it is not stationary at second difference (Pesaran, Shin, & Smith, 2001). Two, the ARDL 

bounds approach involves the use of a single reduced form equation, unlike other methods 

that use a system of equations (see Duasa, 2007). Third, the ARDL bounds testing approach 

to co-integration provides unbiased estimates of the long-run model, even in a situation where 

some variables are endogenous (Odhiambo, 2009). The ARDL form of equation 3.1 is as 

shown in equation 3.4: 

DPOV1t = β0 + ∑ β1∆POV1t−1

k

i−1

+ ∑β2∆FDIt−1 +

k

i−1

∑β3∆EDUt−1 +

k

i−1

∑β4∆INFt−1 +

k

i−1

∑β5∆GOVSt−1

k

i−1

+∑β6∆INFRASTt−1 +

k

i−1

∑β7∆RGDPt−1 +

k

i−1

∑β9FDIt−1 +

k

i−1

δ1FDIt−1

+ δ2EDUt−1 + δ3INFt−1 + δ4GOVSt−1 + δ5INFRASTt−1 + δ6RGDPt−1

+ +δμt …………… . .3.4 

 

3.5 Estimation Procedure 

The estimation of the model will commence with the testing of unit root using. Augmented 

Dickey-fuller and Philip-perron techniques. This will be followed by the test for co-

integrating relationship among the variables using bound testing approach. A co-integration 

test is used to establish if there is a long run relationship between two or more time series. If 

there is a long-run relationship between variables in the model, ARDL procedure will be used 

in the estimation of the three models. To ascertain the existence of co-integration, we 

compare the F-value with the lower bound value. If the F-value is higher than the upper 

bound value either at 1%, 5% or 10%, we accept the alternative hypothesis and conclude that 

co-integration exist, otherwise we reject the alternative hypothesis. To ascertain the 

robustness of our results, a series of post-estimation test will be conducted.  

 

4.  RESULTS AND DISCUSSIONS 

The analysis of the data commenced with descriptive statistics of the variables as presented in 

Table 4.1. From table 4.1, the mean value of household consumption expenditure stood at 

111.887 with a standard deviation of 127.475, while 13.029 and 414.781 are the minimum 

and maximum values respectively. This indicates a very wide gap between the minority rich 

and the majority poor. For other proxies of poverty, looking at a standard deviation of 18.407 

for infant mortality and of 2.718 for life expectancy), it could be concluded that all the 

citizens fall within the same region of a very low level of standard of living, manifestation of 

the high rate of poverty. Furthermore, foreign direct investment (FDI) mean is 2845.015, with 

a standard deviation of 2569.417, this indicates that the inflow of FDI into the country is 
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highly volatile. The volatility in the inflow of FDI can be attributed to high rate of insecurity 

and policy inconsistencies during the period under review.    

 

Table 4.1: Descriptive Statistic 

Variabl

es  

Ob

s. 

Mean  Std. 

Dev.  

Minimu

m  

Maximu

m 

POV1 37 111.88

7 

127.47

5 

13.029 414.781 

POV2 37 106.75

7 

18.407 76.900 125.200 

POV3 37 47.939 2.718 45.637 53.950 

FDI 37 2845.0

15 

2569.4

17 

189.165 8914.890 

EDU 37 93.109 10.112 60.102 113.079 

INFL 37 93.506 17.451 5.382 72.8360 

GOVS 37 93.506 5.852 76.949 102.990 

INFRST 37 0.418 0.281 0.073 1.184 

RGDP 37 178.80

8 

164.80

8 

27.752 568.449 

Source: Author’s computation (2020) using EViews version 9 software. 

Table 4.2 presents the results of Augmented Dickey-Fuller unit root (ADF) test. The 

summary of the result on table 4.2 reveals that variables such as poverty1, poverty2, 

poverty3, education, inflation rate and infrastructural development are all found to be 

stationary at first difference. While foreign direct investment and government spending were 

found to be stationary at level. Hence, the stationarity of the series at 1(1) and 1(0) provides 

support for the application of ARDL. 

 

Table 4.2: Unit Root Test Result  

Variables  ADF 

Statistics 

Order of 

Integration 

Poverty 1 (LogPOV) -6.143*** 1(1) 

Poverty 2 (LogPOV) -3.986** 1(1) 

Poverty 3 (LogPOV) -2.713* 1(1) 

Foreign Direct Investment 

(LogFDI) 

-

4.4951*** 

1(0) 

Education (LogEDU) -6.145*** 1(1) 

Inflation Rate (LogINFL) -4.265*** 1(1) 

Government Spending (LogGOVS) -4.436*** 1(0) 

Infrastructural Development 

(INFRST) 

-4.206*** 1(1) 

Real Gross Domestic Product 

(LogRGDP) 

-4.382*** 1(1) 

Source: Author’s computation using EVIEWS version 9 software.  
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Note: ***, ** and * denotes level of significance at 1%, 5% and 10% respectively. 

This was followed by the selection of optimum lag length using AIC and SBC criterions. The 

results in Table 4.3 indicates Akaike information criterion, Schwarz information criterion, 

Final prediction error and Hannan-Quinn information criterion selects a maximum lag of 2 

 

Table 4.3: Lag Order Selection Criteria  

M

od

el 

O

ne 

 

L

a

g 

Lo

gL 

LR F

P

E 

AI

C 

SC H

Q 

 0 -

18.

36

7 

NA 1.

01

0 

1.4

49 

1.7

61 

1.5

57 

 1 15

0.8

96 

261.

148

* 

1.

10

0 

-

5.4

23 

-

2.9

34

* 

-

4.5

64

* 

 2 20

8.2

99 

65.6

05 

9.

75

0* 

-

5.9

03

* 

-

1.2

37 

-

4.2

92 

M

od

el 

T

w

o 

 

L

a

g 

Lo

gL 

LR F

P

E 

AI

C 

SC H

Q 

 0 39.

39

9 

NA 3.

70

0 

-

1.8

51 

-

1.5

40 

-

1.7

44 

 1 25

0.0

61 

325.

022 

3.

82

0 

-

11.

08

9 

-

8.6

01 

-

10.

23

0 

 2 37

0.9

89 

138.

204

* 

8.

94

0* 

-

15.

19

9* 

-

10.

53

4* 

-

13.

58

9* 

M

od

el 

T

hr

ee 

 

L

a

g 

Lo

gL 

LR F

P

E 

AI

C 

SC H

Q 

 0 79. NA 3. - - -
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18

2 

  81

0 

4.1

25 

3.8

14 

4.0

17 

 1 30

4.1

47 

347.

089 

1.

74

0 

-

14.

17

9 

-

11.

69

1 

-

13.

32

1 

 2 42

3.9

16 

136.

879

* 

4.

35

0* 

-

18.

22

4* 

-

13.

55

8* 

-

16.

61

3* 

NOTE:  * indicates lag order selected by 

the criterion    

 LR: sequential modified LR test statistic (each test at 

5%level)   

 FPE: Final prediction error     

 AIC: Akaike information 

criterion     

 SC: Schwarz information 

criterion     

 HQ: Hannan-Quinn information criterion    

Source: Author’s computation (2020) using EViews version 9 software.    

Note * indicates lag order selected by the criterion.                                                                                     

Hence, for this study, the Akaike information criterion which selected the optimum lag of 2 

will be accepted for estimating model 1-3. Therefore, the highest lag employed in the 

estimation of ARDL is lag 2.  

The bound test results for all the functional three (3) models estimated is presented Table 4.4. 

 

Table 4.4: Bounds F-test Results for Cointegration  

                           Model One   

Dependent 

Variable: 

Function F-statistic 

LPOV1 FLPOV1(LPOV1, LFDI, LEDU, LINFL LGOVS, 

INFRST, LRGDP) 

9.165*** 

                            Model Two  

Dependent 

Variable: 

Function F-statistic 

LPOV2 FLPOV2(LPOV2, LFDI, LEDU, LINFL LGOVS, 

INFRST, LRGDP) 

10.819*** 

                             Model Three  

Dependent 

Variable: 

Function F-statistic 

LPOV3 FLPOV3(LPOV3, LFDI, LEDU, LINFL LGOVS, 

INFRST, LRGDP) 

5.476*** 

Asymptotic 

critical value 

10%                        5% 1% 

Lower bound 1.99 2.27 2.88 

Upper bound 2.94 3.28 3.99 

Source: Author’s computation (2020) using EViews version 9 software.  

NOTE: ***, **and * indicates the level of significance at 1%, 5% and 10% respectively. 
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As evidenced from table 4.4, the computed F-statistic of 9.165 for the functional model (1) 

was discovered to be greater than both lower (2.88) and upper (3.99) bound critical values of 

Pesaran and Narayan (2001) at 1% level of significance. This supports the rejection of the 

null hypothesis that there is no long-run relationship among the variables in the model. The 

F-calculated values for both models (2) and (3) are higher than the upper bound values, hence 

we conclude that there is a long run relationship among the variables.  

The existence of cointegration among the series provides a basis for the estimation of ARDL 

long run and short run models presented in table 4. 5 and 4.6 respectively. 

 

Table 4.5: Presentation of Results of Estimated Long Run Coefficient Using ARDL 

Approach 

Independent 

Variables  

           Model 

One  

              

LPOV1 

Coefficients      

T-ratio 

    Model Two 

        LPOV2 

Coefficients     

T-ratio 

         Model 

Three 

            LPOV3 

Coefficients           

T-ratio 

Constant  -19.121            -

2.667*** 

7.683              

5.323*** 

225.509                 

1.568 

LFDI 0.249                 

1.927* 

-0.044             -

1.901* 

2.578                     

2.500** 

LEDU 1.173                 

1.776* 

-0.569             -

2.090** 

-14.439                 

-1.48 

LINFL -0.065               

-0.666 

0.011                 

0.626 

-3.989                    

-1.683 

LGOVS 2.668                  

2.243** 

0.181                 

0.875 

-16.491                  

-1.108 

INFRST -0.119                

-0.471 

-0.099               

-1.056 

-22.846                  

-1.799* 

LGDP 0.902                 

6.662*** 

-0.196            -

6.856*** 

-9.916                    

-1.265 

Source: Author’s computation (2020) using EViews version 9 software.  

NOTE: ***, **and * indicates the level of significance at 1%, 5% and 10% respectively. 

 

The result of the estimated model (1) indicates that foreign direct investment has positive and 

significant relationship with poverty captured by household consumption expenditure in 

Nigeria both in the short and long run. In model (2) the result revealed that foreign direct 

investment has negative relationship on poverty proxy by infant mortality rate both in short 

and long run, while in model (3) the result implicates foreign direct investment to have a 

positive and significant impact on poverty alleviation in Nigeria both in short and long run 

estimation. These findings concur with the finding of Israel, (2014) and Edrees et., al (2015). 

From the revelation coming out of the results it could be concluded that FDI inflow in 

Nigeria has significantly helped in alleviating poverty in Nigeria. 

 

Previous empirical findings have also found that FDI has a significant positive impact on 

poverty alleviation objectives (Magombeyi and Odhiambo, 2018; Shamim, Azeem and 

Naqvi, 2014) However, this finding refutes the findings of Ali and Nishat, (2010) who 

discovered negative impact of foreign direct investment on poverty alleviation.  

 

 



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

143 
  

Table 4.6: Error Correction Representation for the Selected ARDL Model   

Independent 

Variables  

           Model 

One  

             

∆LPOV1 

Coefficients      

T-ratio 

    Model Two 

        ∆LPOV2 

Coefficients     

T-ratio 

         Model 

Three 

           ∆LPOV3 

Coefficients           

T-ratio 

Constant  -7.482               

-2.557** 

-0.126              

-2.489** 

0.576                   

0.686 

∆LFDI 0.1012                 

1.7624* 

-0.0005             

-0.756 

0.059                   

3.266*** 

∆LEDU 0.446                    

1.991* 

0.009               

2.304** 

0.023                   

0.392 

∆LINFL -0.027                  

-0.678 

0.0004                 

0.855 

-0.052                -

4.434*** 

∆LGOVS 1.051                 

2.045** 

-0.0003               

-0.061 

0.042                   

0.311 

∆INFRST -0.049                

-0.513 

0.005              

2.848*** 

-0.240                -

5.012***  

∆LGDP 0.362                

4.431*** 

0.004              

2.980*** 

-0.075              -

1.799* 

ECM (-1) -0.395              -

9.695*** 

-0.023           

11.286*** 

-0.013              -

11.047*** 

R2 0.92% 0.99% 0.99% 

D.W 2.0 2.08 2.00 

F-Value 16.740*** 208.191*** 228.428*** 

Diagnostic 

Tests 

   

Breusch-

Godfrey L-

M 

1.519              

(0.218) 

2.451             

(0.294) 

2.629             

(0.269 

Breusch-

Pagan-

Godfrey Het. 

1.029              

(0.449) 

0.994            

(0.493)  

1.079              

(0.438) 

Jargue-Bera-

Normality 

1.230               

(0.541) 

 

0.416             

(0.812) 

1.868               

(0.393) 

Ramsey-

Reset 

2.607                

(0.123) 

0.025             

(0.877) 

3.329                

(0.087) 

Source: Author’s computation (2020) using EViews version 9 software.  

 

NOTE: ***, ** and * indicates the level of significance at 1%, 5% and 10% respectively. ∆ 

represents all short-run coefficients at their first difference. Values in the parentheses are the 

p-values. 

 

Previous empirical findings have also found that FDI has a significant positive impact on 

poverty alleviation objectives (Magombeyi and Odhiambo, 2018; Shamim, Azeem and 

Naqvi, 2014) However, this finding refutes the findings of Ali and Nishat, (2010) who 

discovered negative impact of foreign direct investment on poverty alleviation.  
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There seems to be a consensus on the impact of education on poverty in the short run. A 

careful look at the result presented in Table 4.6 revealed that there is a positive and 

significant influence of education on poverty with the exception of model (3) with an 

insignificant impact on poverty proxy by life expectancy rate. In the long run, the impacts 

were negative and significant for models (2) and (3), while in model (1) it was negative. This 

implies increase level of education in the country has the possibility of reducing rates of 

poverty either in the short run or long run, in line with our a priori expectation. In an earlier 

study on Cameroon, Niong (2010) also found that education has declining impact on poverty.  

Inflation rate has no significant influence on poverty alleviation in Nigeria both in the short 

and the long run. 

 

Furthermore, it was confirmed that government spending only has a significant positive 

influence on household consumption expenditure at 5% level of significance both in the long 

run and short run, this implies higher government expenditure is an avenue through which 

rate of poverty can be reduced. This is expected because increase government spending has 

multiplier effects on employment opportunities and improve social infrastructure that can 

spur productivity. However, the impact of government spending on other proxies of poverty 

were either negative nor insignificant. Contrary to the findings of Rashid, (2012) and Edrees 

et., a.l (2015), on the average, it could be concluded that either in the short run or long run, 

government spending has not been helpful in alleviating poverty in Nigeria either in the short 

run or long run.  

 

The impact of infrastructural development is mixed, but mostly negative with and significant 

at 10 percent both in the long and short runs.  Therefore, it could be concluded that 

infrastructure has been an increasing function of significant poverty, thereby, serves as 

constraints to the achievement of poverty alleviation objective in Nigeria. This is 

unsurprising, considering the deteriorating level of infrastructure in the country which has 

resulted to close down of business and repatriation of foreign investments, In the short run, 

there exists  significant and positive impact of economic growth on poverty proxy by 

household consumption expenditure and infant mortality, while, it exerts a negative with a 

very weak significant impact on  poverty proxy by life expectancy rate.  In the long run, 

economic growth has a significant positive impact on household consumption expenditure 

while it has a significant negative influence on infant mortality rate and an insignificant 

negative impact on life expectancy in the short run. This implies, in the short run growth in 

income achieved may not be a reducing function of poverty due to lag, although growth in 

income that is sustainable is capable of reducing rates of poverty.    

 

The error correction coefficient estimate for all the models are correctly signed and 

significant at 1%, with an average speed of adjustment of 0.13 This implies a very slow rate 

of adjustment to equilibrium in case of any shock. The adjusted R2 for all the models also 

indicates that the models are of good fits with an average explanatory power of 

approximately 90%, while the Durbin Watson statistics values of 2.08 indicates the absence 

of autocorrelation in the model. The Jargue-Bera normality test implies that the residuals are 

normally distributed with an insignificant probability value while the Breusch-Pagan test 

(BP) for heteroskedasticity and Ramsey RESET for functional specification pointed to the 

fact the models are free from heteroskedasticity and specification errors.  

 

4.2.5 Stability of the Estimated Model  

Due to the necessity of stability model for prediction and economic inference lead to the 

application of stability test for estimated parameters by using the cumulative sum of recursive 
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residual (CUSUM) and the cumulative sum of square (CUSUMS Q) tests. The graphical 

presentation of these tests is presented in the Figures 4.1, 4.2, and 4.3. The results revealed 

that all the models are stable as the CUSUM lines fall withing the upper and lower bounds. 
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Figure 4.1: CUSUM and Cumulative Sum of Squares of Residuals for Model 1 

Source: Author’s computation (2020) using EViews version 9 software. 
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Figure 4.2: CUSUM and Cumulative Sum of Squares of Residuals for Model 2 

Source: Author’s computation (2020) using EViews version 9 software 
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Source: Author’s computation (2020) using EViews version 9 software 

 

5.  CONCLUSION 

This study empirically analyzed the impact of Foreign Direct Investment (FDI) on poverty 

alleviation in Nigeria using time series data for the periods spanning from 1981-2017. This 

study adopted Autoregressive Distributed Lag (ARDL) model via unrestricted error 

correction model to analyses the impact of FDI on poverty in Nigeria. The findings 

emanating from the results indicate that foreign direct investment has not been helpful in 

reducing the rate of poverty. The results also revealed that quality of infrastructure has not 

been helpful in the fight against poverty, while government expenditure is capable of bring 

out the majority poor out poverty. Finally, it was found for economic growth to be pro poor, 

the growth must have to be sustainable over a longer period of times. This conclusion is 

based on the coefficient of GDP that was only significant and negative in the long run. The 

study, therefore, recommends that policy makers should provide an enabling environment (in 

the form of social infrastructures) to attract foreign investors. This could be achieved through 

increasing government budget in the provision of infrastructures, qualitative education, along 

with strong institutions capable of protecting investment resources.  
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Appendices 

Appendix I: Descriptive Statistics 

 

 

 

POV

1 

POV

2 

POV

3 FDI EDU 

 Mean 

 111.

8868 

 106.

7568 

 47.9

3943 

 2845

.015 

 93.1

0905 

 Media

n 

 33.3

0800 

 113.

7000 

 46.1

2700 

 1884

.250 

 93.3

1004 

 Maxim

um 

 414.

7810 

 125.

2000 

 53.9

5000 

 8914

.890 

 113.

0788 

 Minim

um 

 13.0

2900 

 76.9

0000 

 45.6

3700 

 189.

1650 

 60.1

0150 

 Std. 

Dev. 

 127.

4745 

 18.4

0671 

 2.71

7791 

 2569

.417 

 10.1

1170 

 Skewn

ess 

 1.14

3989 

-

0.417

567 

 0.98

5447 

 1.01

9811 

-

0.428

440 

 Kurtos

is 

 2.85

9282 

 1.50

2254 

 2.43

6900 

 2.86

7327 

 4.80

6830 

      

 Jarque-

Bera 

 8.10

0915 

 4.53

3563 

 6.47

7318 

 6.44

0553 

 6.16

4937 

 Probab

ility 

 0.01

7414 

 0.10

3645 

 0.03

9216 

 0.03

9944 

 0.04

5846 

      

 Sum 

 4139

.813 

 3950

.000 

 1773

.759 

 1052

65.6 

 3445

.035 

 Sum 

Sq. 

Dev. 

 5849

90.9 

 1219

7.05 

 265.

9099 

 2.38

E+08 

 3680

.875 

      

 Observ

ations  37  37  37  37  37 

 

 

 

 INFL 

GOV

S 

INFR

ST 

RGD

P 

 Mean 

 19.5

1914 

 93.5

0595 

 0.41

7622 

 178.

8437 

 Media

n 

 12.8

7700 

 93.8

0000 

 0.33

3000 

 95.3

8600 

 Maxim

um 

 72.8

3600 

 102.

9900 

 1.18

4000 

 568.

4490 

 Minim

um 

 5.38

2000 

 76.9

4900 

 0.07

3000 

 27.7

5200 

 Std.  17.4  5.85  0.28  164.



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

149 
  

Dev. 5060 1736 1362 8077 

 Skewn

ess 

 1.69

9770 

-

0.680

893 

 1.20

3873 

 0.98

8100 

 Kurtos

is 

 4.67

7357 

 3.37

8170 

 3.60

7255 

 2.54

4655 

     

 Jarque-

Bera 

 22.1

5436 

 3.07

9442 

 9.50

5922 

 6.34

0422 

 Probab

ility 

 0.00

0015 

 0.21

4441 

 0.00

8626 

 0.04

1995 

     

 Sum 

 722.

2080 

 3459

.720 

 15.4

5200 

 6617

.216 

 Sum 

Sq. 

Dev. 

 1096

2.84 

 1232

.741 

 2.84

9925 

 9778

16.6 

     

 Observ

ations  37  37  37  37 

 

  



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

150 
  

IMPACT OF CORPORATE SOCIAL 

RESPONSIBILITY ON PERFORMANCE OF DEPOSIT 

MONEY BANKS IN NIGERIA 
 

KOLAWOLE, Kayode David1 

Department of Finance, 

University of Ilorin, Nigeria 

kolawolekayode@yahoo.com 
& 

BUSARI, Romoke Rafiat2 

Department of Accounting and Management, 

Obafemi Awolowo University, Nigeria 

romokeb@yahoo.com 
 

Abstract 

Engagement in corporate social responsibility has become a common practice by 

large corporations in developed countries but it is still a debatable issue in emerging 

economies such as Nigeria. Various stakeholders are highly expectants of social 

services from corporate firms in which many times firms do not meet up. Therefore, 

this study examined the effect of corporate social responsibility on performance of 

deposit money banks in Nigeria. The study employed primary data obtained through 

questionnaire administration while secondary data were obtained from the financial 

statements of fourteen selected deposit money banks in Nigeria. Ordered logit and 

panel least square method of multiple regression analysis were used to achieve the 

objectives of the study. The Hausman test result shows that the random effect model 

supersedes fixed effect model. The findings of random effect model showed that 

corporate social responsibility is a significant determinant of employee performance 

and profitability with coefficient values of 0.043 and 0.059 at 5%. Thus, the 

studyconcludes that corporate social responsibility has significant impact on 

performance of deposit money banks in Nigeria. 

 

Keywords:Corporate social responsibility (CSR); Corporations; Social services 

  and Financial performance. 

 

1. INTRODUCTION 

Corporate Social Responsibility has become an important issue incorporating a great 

proliferation of theories, approaches and terminologies, such as social issues management, 

sustainable development, sustainable entrepreneurship, and business ethics with the aim of 

addressing issues confronting various organizational performances (Camilleri, 2017). It is the 

obligation of the firm’s decision makers to make decisions and act in ways that recognize the 

relationship between the business and society. Business organizations do not exist in a 

vacuum but in a society made up of the employees, customers, government, neighboring 

environment and other stakeholders which goes a long way in influencing the performance. 

The primary drivers for CSR reporting came from a range of social factors, in which CSR 

was defined as an obligation to pursue appropriate policies, to make appropriate decisions, 

and to follow those lines of action which are desirable in terms of the objectives and values of 

the society (Elias, 2004). However, from managerial context, Richard and Okoye (2013) 

asserted that socially responsible business decisions could be justified by a long, complicated 

process of reasoning as offering an opportunity to bring the company long-run economic 

gain, thus repaying it for its responsible outlook.  

mailto:kolawolekayode@yahoo.com
mailto:romokeb@yahoo.com
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Hence, society has come to expect businesses, with their successful operations to solve a 

major part of these problems by development of effective social responsibility objective and 

strategies. However, many organizations in Nigeria are driven by the need to make extra 

profits at the detriment of all the stakeholders (Akinyomi & Olutoye, 2015). Some do not 

adequately respond to the needs of host communities, employees’ welfare (cheap labour often 

preferred), environmental protection and community development (Osemene, 2012). 

However, the expectation of social services from corporate firms has become very high in 

Nigeria and the negligence of the expectations by these companies has resulted to a very 

turbulent environment for companies operating in Nigeria. Nigerian banking sector has been 

bedeviled with internal (workers and investors) and external (depositors and general public) 

dissatisfaction, culminating to an image problem (Ngerebo & Yellowe, 2012).  

There are instances when corporations exhibit socially irresponsible corporate behaviour, 

such as performance deceiving customers, swindling investors, putting consumers at risk, 

poisoning the environment and cheating the government (Alozie & Ndu Chigozie, 2018). 

Hence, this study examined the impact of corporate social responsibility on performance of 

deposit money banks in Nigeria. The next section is literature review. This is followed by 

methodology and discussions of findings. The last section covers the conclusion and 

recommendations of the study.  

 

2. LITERATURE REVIEW 

 

2.1.1  Conceptual Issues: Corporate Social Responsibility 

There is no universally accepted definition of corporate social responsibility, it is usually 

described in terms of a company considering, managing and balancing the economic, social 

and environmental impacts of its activities (Parliamentary Joint Committee (PJC), 2006). 

Corporate social responsibility is the way in which a company manages and improves its 

social and environmental impact to generate value for both its shareholders and its 

stakeholders by innovating its strategy, organization and operations. Organization for 

Economic Co-operation and Development (OECD), (2003) noted that corporate 

responsibilityinvolvesthe search for an effective "fit" between businessesand the societies in 

which they operate. The function of business in society is to yield adequate returns to owners 

of capital by identifying and developing promising investment opportunities and, in the 

process, to provide jobs and produce goods and services that consumers want to buy. 

However, corporate responsibility goes beyond this core function. Businesses are expected to 

obey the various laws which are applicable to them and often have to respond to societal 

expectations that are not written down as formal law. 

 

Amnesty International Business Group (UK) (2002) asserted that companies need to 

recognize that their ability to continue to provide goods and services and to create financial 

wealth will depend on their acceptability to an international society which increasingly 

regards protection of human rights as a condition of the corporate license to operate.Garriga 

and Mele (2004) also grouped theories of CSR into four: instrumental, political, integral and 

ethical theories. Corporate Social Responsibility is the overall relationship of the organization 

with all of its stakeholders that include customers, employees, communities, 

owners/investors, government, suppliers and competitors (Khoury, Rostani, & Turnbull, 

1999). Dahlsrud (2008) identified five dimensions of corporate social responsibility as; 

environmental, social, economic, stakeholder, and voluntary. 
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2.1.2 Financial Performance 

According to Toutou and Xiaodong (2011), financial performance is a general measure of 

how well a bank generates revenues from its capital. It also shows a bank’s overall financial 

health over a period of time, and it helps to compare different banks across the banking 

industry at the same time. The bank’s financial performance generally can be recognized as 

its stability and profitability. The stability refers to its risk factors and profitability refers to its 

financial return. According to Felix and Glaudine (2008), there are different financial 

indicators for measuring the profitability of banks, which are Return on Asset (ROA), Return 

on Equity (ROE), Earnings per Share (EPS), and Tobin Q.  

 

Return on Asset measures the efficiency with which the company is managing its investment 

in asset and using them to generate profit. It is the ratio of net income to the total asset.Return 

on equity measures how well a bank used reinvested earnings to generate additional earnings, 

equal to fiscal year’ after tax. The return on equity is the most important of all financial ratios 

to investors in bank (Harelimana, 2017).Earnings per share are seen as one of the important 

factors affecting the dividend policy of a firm. It is calculated by dividing the profit of the 

companies by the number of ordinary shares outstanding. 

 

2.2 Theoretical Review  

Utilitarian theory was propounded by Smart in 1973. The theory posits that corporations 

serve as part of economic systems with a mechanical function that is profit maximization. 

The need for economics of responsibility in the business ethics of the corporation, according 

to this theory led to the emergence of CSR ideas. The old idea of laissez faire business gives 

way to determinism, individualism to public control and personal responsibility to social 

responsibility. Utilitarian theory is seen as the instrument of wealth creation, and its social 

activities are the only means to achieve economic results.  

 

Friedman (1970) asserted that corporation needs to invest in the local community, in which it 

can be able to provide resources and amenities for the community. Piercy (2008) further 

divides the utilitarian theories into two: the social costs of the corporation and the 

functionalism idea. The social cost theory has a basis for CSR in which the socio-economic 

system in the community is said to be influenced by the corporate non-economic forces. The 

utilitarian theory therefore suggests that the corporation must accept social duties and rights 

to participate in social corporation.  

 

The functionalist theory specifically advocates that the corporation is seen as part of the 

economic system whose main goal is to make profit. The firm is seen as an investment which 

should generate profits. Therefore one may conclude that CSR is coined as a defense tactic of 

the industrial system against external attacks because there is a need to provide a balance 

between profitability and social objectives for the economic systems equilibrium. 

 

2.3 Empirical Review 

Maldonado-Guzman, Pinzon-Castro and Lopez-Torres (2016) analyzed the existing 

relationship between CSR and business performance of 397 Mexican SMEs. Using 

Confirmatory Factor Analysis (CFA), the results obtained showed the existence of a positive 

and significant relationship between CSR and business performance. Mensah (2017) 

examined the effect of corporate social responsibility practices on organizational commitment 

of employees of rural and community banks in Ghana. A self-reported questionnaire was 

used to collect the data from 145 employees of 50 Rural and Community Banks (RCBs) 

across Ghana. Using descriptive statistics, the study found a strong positive relationship 

https://www.omicsonline.org/scholarly/avenues-of-investment-journals-articles-ppts-list.php
https://www.omicsonline.org/scholarly/fiscal-and-tax-policies-journals-articles-ppts-list.php
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between engagement in corporate social responsibility practices and employee commitment. 

Engagement in corporate social responsibility practices explained 54.1% of the total variation 

on employee commitment. However, this relationship is insignificant when educational level 

and years of working with the bank is controlled for. Gender however does not confound this 

relationship. 

 

Esteban-Sanchez, Cuesta-Gonzalez and Paredes-Gazquez (2017) examined the effect of 

corporate social responsibility practices on financial performance of 154 financial entities in 

22 developed countries, most of them notably affected by financial crisis, from 2005 to 2010. 

The study employed static data panel models. The results show that banks with better 

employee relationships and corporate governance had better CFP. Nevertheless, the crisis 

negatively moderated this effect in the latter, suggesting failures in corporate governance 

mechanisms. Contrary to what was expected, the product responsibility dimension did not 

positively influence financial performance. The study found evidence that, during the crisis, 

better relations with the community could be valued positively by investors, which, in turn, 

increases financial performance. 

 

Muhammad (2017) examined the impact of corporate social responsibility practices on 

financial performance of listed deposit money banks in Nigeria for a period of 2006 to 2013 

(8years). Nine out of seventeen Banks were selected as sample of the study. The study uses 

secondary data from fact book and financial statements of Nigerian Stock Exchange (NSE) 

while total expenditure on corporate social responsibility practices serves as the independent 

variable, the dependent variables of financial performance were proxied by Return on Assets 

(ROA), Earnings per share (EPS) and Liquidity (LQT). The result reveals that CSR has a 

significant positive impact on ROA and EPS. CSR was also found to have a negative impact 

on LQT.  

 

Alozie and Ndu (2018) evaluated corporate social responsibility practices practice and 

corporate performance of selected deposit money banks in Nigeria. Using data from the 

annual reports of five topmost DMBs in Nigeria (FBN, Zenith Bank, GT bank, UBA and 

Access bank), and the panel data regression technique for data analysis, it was found that 

there is positive and significant association between CSR and MS; and that there is no 

significant association between CSR and Liquidity.  

 

Qun, Abdullah and Alvi (2018) evaluated the relationship between employee perception of 

corporate social responsibility practices (CSR) and employee’s outcome in Pakistan for 

SMEs. The quantitative method was used to collect data from 300 SME’s. While regression 

analysis was performed for mediation analysis. The results showed that organizational justice 

partially mediated between employee’s perception of corporate social responsibility practices 

and employee’s outcomes. Agyemang and Ansong (2018) examined the influence of 

corporate social responsibility practices on financial performance of small and medium-sized 

enterprises (SMEs) in Ghana by using access to capital and firm reputation as mediating 

variables. The study collected primary data from 423 SMEs within the Accra Metropolis. 

Partial least squares estimation technique was used to analyze the data. The study revealed a 

mechanism through which corporate social responsibility practices results in financial 

performance of firms. 

 

2.4 Research Gap 

Most studies (such as Omoro, Kinyua, & Okiro, 2014; Iqbal, Ahmad, Hamad, Bashir, & 

Sattar, 2014; Muhammad, 2017) focused on CSR and financial performance. However, there 
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is need to examine the impact of corporate social responsibility on the operational 

performance of deposit money banks in Nigeria. Hence, this study focused on CSR and 

operational performance of deposit money banks in Nigeria. The study covers non-financial 

performance such as customer service delivery while dividend per share were uniquely used 

to measure financial performance.  

More so, the previous studies classified corporate social responsibility as a unique variable. 

However, this study classified CSR as Educational Related Corporate Social Responsibility, 

Community Development focused Corporate Social Responsibility and Philanthropy Related 

Corporate Social Responsibility. All these were done with the aim of investigating the impact 

of CSR on performance of deposit money banks in Nigeria, banking sector being an 

important sector contributing to the nation’s economy.   

 

3.  METHODOLOGY 

This study examined corporate social responsibility and performance of deposit money banks 

in Nigeria. Primary and secondary data were employed. The primary data were obtained 

through copies of questionnaire administered on officials of deposit money banks in Lagos 

state. Lagos state was chosen because it is the biggest commercial center in Nigeria and also 

has the highest number of banks’ branches in the country. One hundred and twenty five 

copies of questionnaire were distributed and used for the analysis of the study. The secondary 

data was obtained from audited annual reports of fourteen quoted deposit money banks in 

Nigeria covering eight years (2012-2019). The choice of 2012 yearwas because Nigerian 

deposit money banks commenced the adoption of International Financial Reporting Standards 

while as at the time of this study, 2020 financial reports of Nigerian deposit money banks are 

yet to be published.  

 

The fourteen (14) banks selected were: Access Bank, Diamond Bank, Ecobank, Fidelity 

Bank, First Bank PLC, First City Monument Bank (FCMB), Guaranty Trust Bank (GTB), 

Stanbic IBTC Bank, Sterling Bank, United Bank of Africa (UBA), Unity Bank, Union Bank, 

Wema Bank and Zenith Bank. The choice of these selected banks was because they are 

deposit money banks quoted on Nigerian Stock Exchange and also these banks represents 64 

percent of the total population. Ordered logit regression technique was used to examine the 

impact of CSR on non-financial performance of deposit money banks in Nigeria. The method 

used in this study was unique because the dependent variable had more than two response 

categories and the responses are ordered. While, balanced panel data analysis was used to 

analyse the secondary data related to the impact of CSR on financial performance of deposit 

money banks in Nigeria.  

 

The model used established a relationship between CSR and non-financial performance of 

deposit money banks in Nigeria. Thus, our model is presented as follows:  

CSD =  f(PHRCSR, EDRCSR, CDFCSR)…………………………………….. (1) 

CSD = β0 +β1PHRCSR+ β2EDRCSR+ β3CDFCSR +μ………….….................. (2)  

Where:  

β0 = Constant  

CSD = Customer Service Delivery  

CSR = Corporate Social Responsibility 

PHRCSR= Philanthropy Related Corporate Social Responsibility, 

EDRCSR = Educational Related Corporate Social Responsibility and 

CDFCSR= Community Development focused Corporate Social Responsibility.  

μ = Error term  
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The study went ahead to analyse the effects of corporate social responsibility on the financial 

performance of deposit money banks using dividend per share as a proxy for banks’ 

performance. The use of DIV here is germane because it represents what each shareholder 

earns per every single share held in a firm. Thus, using dividend per share (DIV) as the 

dependent variable, the DIV is written as being determined by educational related corporate 

social responsibility, community development focused corporate social responsibility and 

philanthropy related corporate social responsibility in a functional form as: 

DIV =  f(PHRCSR, EDRCSR, CDRCSR)……..……………………………….. (3) 

DIVit = β0+β1PHRCSRit+ β2EDRCSRit+ β3CDFCSRit +μit…............................ (4)  

Where:  

β0 = Constant  

DIV = Dividend per Share  

 

 

4. RESULTS AND DISCUSSION OF FINDINGS 

Table 4.1: Correlation Coefficients 

Variables  EDRCSR CDFCSR PHRCSR DIV 

Variance 

inflation 

factor(VIF) 

EDRCSR 1       1.64 

CDFCSR 0.28 1     1.54 

PHRCSR 0.2651 0.1557 1   1.78 

DIV 0.132 -0.0308 0.0226 1 1.13 

Source: Authors’ computations, 2020.  

 

The study examined the existence of multicollinearity among the variables used for the panel 

regressions. The existence of multicollinearity is a problem that invalidates the estimates of 

regression estimators. To assess this, a pair-wise correlation was conducted. This shows the 

nature of relationship between each pair of the variables used.  The result of the correlation is 

presented in Table 4.1. It shows that CDFCSR and DIV have negative correlation coefficients 

(negative relationship) while all other variables are positively correlated. However, the 

correlation coefficient is less than 0.5 for all the variables.  

 

Moreover, the Variance Inflation Factor (VIF) test was employed to also test the presence of 

multicollinearity. The rule of thumb is that, when the VIF value is greater than 5 there is the 

problem of multicollinearity otherwise there is no problem of multicollinearity.  The result of 

the VIF shows that the values of the VIF, 1.64, 1.54, 1.78 and 1.13 for EDRCSR, CDFCSR, 

PHRCSR and DIV respectively are less than 5. Therefore, there is no problem of 

multicollinearity in the model. This implies that there is no strong interdependence among the 

variables. Hence, multicollinearity does not exist among them. Since there is no 

multicollinearity, the fixed effect and random effect regressions are employed without 

dropping any of the variables. 
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Table 4.2: Result of Ordered Logit Regression for CSD 

 

 

 

Independent 

Variables 

Dependent variable: Customer Service 

Delivery (CSD) 

Coefficients of ordered logit 

(1) 

Marginal effect  

(2) 

CDFCSR 0.83 0.013 

 (1.34) (0.014) 

EDRCSR 6.48*** 0.10 

 (1.41) (0.096) 

PHRCSR -1.37*** -0.021 

 (0.48) (0.019) 

Constant cut1 9.54***  

 (2.22)  

Constant cut2 15.5***  

 (4.04)  

Constant cut3 22.3***  

 (6.24)  

Constant cut4 27.2***  

 (7.58)  

   

Observations 125 125 

Log likelihood  

Wald statistics 

154.41577 

23.54 

 

P-value of  Wald statistics 0.0000  

Source: Authors’ computations using STATA 12, 2020.  

 

Standard errors in parentheses; Where ***, ** and * denotes 1%, 5% and 10% level of 

significance respectively. 

 

Ordered logit regression was used to investigate the effects of corporate social responsibility 

on customer service delivery of Nigerian deposit money banks (DMBs). The result is 

displayed in table 4.2 above. The estimates of the coefficient of the regression and the 

marginal effects are presented in column 1 and column 2 of the table respectively. The 

coefficients are used to examine the nature of relationship and significance of the 

independent variables while the marginal effect is used to evaluate the extent (magnitude or 

size) of impact of the independent variables on the dependent variable. The dependent 

variable is Customer Service Delivery (CSD) while community development related 

corporate social responsibility (CDFCSR), education related corporate social responsibility 

(EDRCSR) and philanthropy related corporate social responsibility (PHRCSR) are the   

independent variables. The result indicates that EDRCSR and CDFCSR are positively related 

to CSD. This implies that there is more likelihood that the probability of efficient CSD will 

increase with increase in EDRCSR and CDFCSR of the banks. On the other hand, there is 

inverse relationship between PHRCSR and CSD. It means rise in PHRCSR will reduce the 

probability of high CSD of the banks in Nigeria.  

 

However, the result indicates that EDRCSR and PHRCSR are statistically significant at 1% 

level of significance. This is because half of the values of the coefficients of these variables 

are greater than the standard errors of the coefficients. This means CSR has significant 

impact on CSD of Nigerian banks. The values of the marginal effect of the logit regression 
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(in column 2) indicate that respondents strongly agree that the probability of having high 

CSD increases by 0.10 with the increase in EDRCSR while the probability of quality CSD 

fall by 0.021 with rise in PHRCSR. So, CSR has huge impact on CSD of Nigerian DMBs. In 

the table all the constant cut values are statistically significant, therefore we cannot collapse 

any of the categories. This means all the response categories are relevant and thus cannot be 

collapsed. The Wald test statistics is 23.54 with P-value 0.0000 this means that the model has 

a good fit. 

 

Table 4.3: Hausman Test 

 

 

 

MODEL 

  

 Hausman test  P-value 

FIXDIV  0.30 0.9593 

RANDOMDIV  

 Source: Authors’ Computation, (2020) 

 

Hausman Test 

When both fixed and random effects models have good fit, Hausman test is used to compare 

and choose a bettermodel between the two. The null hypothesis for the Hausman test is that a 

random effect model is better than the fixed effect model, or a random effect model is 

consistent. If the null hypothesis is rejected, use the fixed effectmodel; otherwise, go for the 

random effect model. 

 

In the case of the Hausman test results presented in table 4.3 above, the chi-square statistics 

of the Hausman test for FIXDIV and RANDOMDIV is 0.30 with P-value 0.9593. Since the 

P-value is greater than 5% level of significance, the null hypothesis is not rejected and the 

result of the random effect model supersedes empirical inferences regarding the relationship 

and impact of the independent variables for DIV.   

 

Table 4.4: Result ofFixed Effect and Random Effect Models for DIV 

 

 

Independent Variables 

Dependent variable: Dividend Per Share (DIV) 

Fixed effect model 

(1) 

Random effect model  

(2) 

   

LogEDRCSR 0.46** 0.49** 

 (0.21) (0.20) 

LogCDRCSR 0.19 0.18 

 (0.24) (0.23) 

LogPHRCSR -1.01*** -0.97*** 

 (0.34) (0.33) 

Constant 9.88 8.94 

 (7.37) (6.85) 

Observations 112 112 

Source: Authors’ computations using STATA 12, 2020.  

Standard errors in parentheses***, ** and * denotes 1%, 5% and 10% level of significance 

respectively 
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The model estimated in this study to evaluate the effect of corporate social responsibility on 

dividend per share of deposit money banks in Nigeria is the one presented in table 4.4. The 

results of random effect model is presented in column 2. In the model, the dependent variable 

is Dividend Pay Share (DIV). The Educational Related Corporate Social Responsibility 

(EDRCSR), Community Development focused Corporate Social Responsibility (CDRCSR) 

and Philanthropy `Related Corporate Social Responsibility (PHRCSR) still remain the 

independent variables. The independent variables were logged to harmonize the unit of 

measurements. This is because DIV is in ratios while all the independent variables are 

measured in millions of naira. The results of the random effect model illustrate that EDRCSR 

and CDRCSR are positively related to the DIV.  That is, DIV of DMBs in Nigeria increased 

with increase in their corporate social responsibility on education and community 

development. PHRCSR is inversely related to DIV. So, rise in philanthropic corporate social 

responsibility tends to reduce the DIV of the deposit money banks. 

 

Moreover,thecoefficient of logEDRCSR and logPHRCSR are indicated to be statistically 

significant at 5% and 1% respectively in random effect model. This implies that, corporate 

social responsibility on education and philanthropy are significant determinants of DIV of the 

deposit money banks in Nigeria. In other words, corporate social responsibility has 

significant effect on dividend per share of deposit money banks in Nigeria. 

 

Averagely, DIV increased by 0.0046 (0.46/100) and 0.0049 (0.49/100) units  in the random 

effect model due to  a percent increase in the expenditure on education related corporate 

social responsibility of DMBs in Nigeria. However, the results of random effect model 

indicate that 0.0097(0.97/100) and 0.0101 (1.101/100) units decreases in DIV result from a 

percent increase in PHRCSR. This implies a spectacular impact of corporate social 

responsibility on DIV of deposit money banks in Nigeria. The coefficients are divided by 100 

and the interpretation is in percentage change to unit change because the independent 

variables are logged. Meanwhile, the results imply a spectacular impact of corporate social 

responsibility on DIV of DMBs in Nigeria.   

Table 4.5: Fitness of the Models  

 

MODEL 

 Goodness of fit 

Fit-Statistics P-value  

FIXDIV 5.10 0.0044  

RANDOMDIV 15.90 0.0012 

 Source: Authors’ Computation, (2020) 

 

Goodness of fit 

In order to examine the goodness of fit of the panel regression models employed in this study, 

F- test was used for the fixed effect model.  The results of the tests are presented in table 4.5. 

FIXDIV and RANDOMDIV represent the fixed and random effect models in which dividend 

per share is the dependent variable respectively. The fit- statistics for FIXDIV and 

RANDOMDIV are 5.10 and 15.90 with P-values 0.0044 and 0.0012 respectively.  When the 

P-Value of the statistics is less than the conventional level of significance (1%, 5% and 10%), 

the model is said to have a good fit, otherwise the fit is bad. The fit statistics of all the models 

in table 4.5 have P–Values which are much less than 5% level of significance. So, all the 

models have good fit and their estimates are valid for empirical inferences.  
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4.2 Discussion of Findings 

The results of this study revealed that there is a positive relationship between corporate social 

responsibility variables (such as education related corporate social responsibility, community 

development focused corporate social responsibility) and customer service delivery in 

Nigerian DMBs while philanthropy related corporate social responsibility have a negative 

relationship with performance of DMBs which is consistent with the study of Alozie and Ndu 

(2018). Therefore the null hypothesis which states that corporate social responsibility does 

not significantly affect banks’ customers’ service delivery in Nigeria should not be accepted. 

 

Finally, the study revealed that corporate social responsibility (such as education related 

social responsibility and philanthropy corporate social responsibility) have significant impact 

on dividend per share of Nigerian deposit money banks which is consistent with the study of 

Adeyanju (2012). These findings conform to Utilitarian theory which is seen as the 

instrument of wealth creation, and its social activities are the only means to achieve economic 

results. 

 

5.  CONCLUSION AND RECOMMENDATIONS  

The study reveals that corporate social responsibility impacts on customer service delivery of 

deposits money banks in Nigeria. Corporate social responsibility have significant impact on 

the dividend per share in Nigerian deposits money banks. Finally, the study concluded that 

CSR impacts on the performance of deposit money banks in Nigeria. 

Based on the conclusion above, the study recommends that for deposit money banks to 

achieve enhanced and sustained customer service delivery, involvement in educational 

related corporate social responsibility should be maintained because educational related 

corporate social responsibility has been identified as determinant of customer service 

delivery. In terms of economic performance, the management of deposit money banks should 

intensify their involvement in community development focused corporate social 

responsibility so as to improve their profitability. 
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Abstract 

Banks financial statements have shown that bank holds differing capital above the 

capital requirement stipulated by the regulatory authority. Therefore, this study 

assessed the determinants of capital buffer in the Nigerian banking industry. The 

study employed secondary data sought from the financial statements of twelve listed 

deposit money banks from 2009-2018. Generalized Method of Moments was 

adopted to analyse data. The findings revealed that the decisions by banks in Nigeria 

to hold capital above regulatory requirement is influenced by prior year capital level, 

business cycle, profitability, volatile foreign exchange rate, size, managerial and 

operational efficiency. The study recommended that deposit money banks should 

not just consider the bank-specific variable but also consider the macro-economic 

variables in determining capital buffer. 

 

Keywords: Capital Buffer, Deposit Money Banks, Generalized Method of Moments 

 

1. INTRODUCTION 

The Nigerian banking sector has experienced frequent financial crises in the last two decades 

and as a result of the crisis, the Nigerian banking industry had come up with series of 

reforms, the last reform was in 2004 and it is christened as the recapitalisation and 

consolidation reform. After the last reform, inefficiency has been a recurring decimal in the 

banking industry. Banking institutions play a fundamental part in how economic systems 

operate, especially due to their role as financial intermediaries. Bank as a financial 

intermediary assist in channelling funds from the lenders to the borrowers. It takes deposits 

from the public and then uses it for various advances, loans and investments in a bid to earn 

profit. Bank funds mostly come from the public, so banks operations should be regulated, 

supervised and controlled by the government through the regulatory authorities. Banks are 

significant in an economy as financial intermediaries. In exercising this role of intermediation 

between investors and receivers of credit, banks are exposed to various types of risks, which 

can weaken their financial situation.  Capital is one element regulated by the government in a 

bid to maintain the financial stability of the banking industry. In the last reform, the capital 

base of Deposit Money Banks increase from 2 billion naira to 24 billion naira. The 

emergence of this reform in 2004 caused some banks to be acquired, some of the DMBs had 

to merge while some had to liquidate. In order to create a healthy and stable financial system, 

financial regulators enforce regulations related to bank capital adequacy. Capital adequacy is 

the amount of capital a deposit money bank has to hold as mandated by the financial 

regulation. It is the statutory minimal reserves of capital that the banks or some other 

financial institutions should have Capital adequacy is a very important aspect of the banking 

industry as it determines the banks capacity to meet its liabilities, absorb risks, act as a 

cushion against losses and protect depositors and lenders.    
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The company's goal is to earn profits that are partly used to pay dividends and partly as 

retained earnings. Retained earnings will increase the capital that leads to higher capital 

buffers. The higher the profit of a firm provides opportunities to increase the capital buffer, as 

gains in part as retained earnings and will be accumulated on the capital itself. Belem and 

Gartner (2013) and Haryanto (2015) said that the profitability affects capital buffers. Capital 

buffer is the excess of capital that banks have above the legally prescribed minimum 

requirement and has a vital role for preserving the stability of the banking industry, especially 

in economies where banks are the main source of funding.  

 

The capital buffer is essential for banks to deal with risks and economy shocks at any time. In 

literature, the term ‘capital buffer’ is defined as the amount of capital, banks hold in excess of 

that required of them by the regulatory authorities as denoted by Jokipii and Milne (2008) 

and often viewed as a “cushion” against insolvency crises as specified by Eichberger and 

Summer (2005). A decrease in the capital ratio below the regulatory minimum would imply 

extra supervisory scrutiny which would in turn decrease bank value. Banks hold capital 

buffer for a variety of motivations and justifications based on; their internal capital 

assessment models determined by their risk appetite and assumptions, the tendency to reflect 

their “soundness” with higher capital buffers for good ratings, the need to insure themselves 

by having capital buffers set by the regulators as proposed, the likely growth opportunities as 

introduced by Jokipii and Milne (2008) and also as a cushion for sudden increase in capital 

requirements by the regulatory authorities. Meanwhile, Berger (1995) also emphasizes that 

banks hold capital more than the required in order to exploit unexpected investment 

opportunities. Therefore, a forward-looking model that can predict the determining factor of 

capital buffer in a bid to boosts the confidence of depositors about the soundness of their 

banks. The primary objective of this study is to explore the determinants of capital buffer 

especially in an emerging economy like Nigeria. 

 

2. LITERATURE REVIEW 

Concept of Capital Buffer 

Capital of the banks has a very important role to play in supporting the operations bank in 

other for the bank to run smoothly (Haryanto 2015). The capital buffer is defined as the ratio 

between excess capital and the regulatory minimum requirement. Capital buffer is the 

mandatory capital which the financial institutions are expected to hold, additional to some 

other minimal capital requirement. Capital buffer is the difference between capital adequacy 

ratio provided by banks with a minimum capital adequacy ratio. Capital buffer was mandated 

under the Basel III regulatory reform, which was executed following the 2007-2008 global 

crisis. Capital buffer helps in ensuring a more resilient global banking systems. Banks hold 

capital buffer for a variety of motivations based on their internal capital assessment models 

determined by their own risk appetite and assumptions, the tendency to reflect their 

“soundness” with higher capital buffers for good ratings as argued by Jackson (1999), the 

need to insure themselves by having capital buffers set by the regulators as proposed by 

Marcus (1984), Milne (2004) and Milne and Whalley (2001), and the likely growth 

opportunities as introduced by Jokipii and Milne (2008). 

 

In accordance with the rules of the Bank for International Settlements (BIS), capital is 

measured by Capital Adequacy Ratio (CAR) of 8% at a minimum. However, a bank is also 

required to provide additional capital above the CAR which is referred to capital buffer. Thus 

the capital buffer is the difference between CAR provided by banks with a minimum CAR. If 

a bank has a capital adequacy ratio at 18%, meaning that the bank possessed a capital buffer 
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of 10%. A bank with a large buffer capital underlines the bank's ability to bear the risk.  The 

capital buffer is essential for banks to deal with risks and economy shocks at any time.   

 

Empirical Review          

Ayuso et al. (2002) examined the determinants of the capital buffer for the Spanish banks 

from 1986 to 2000. The study used annual data, where the capital buffer is the dependent 

variable and as independent variables are used: lag of capital buffer to cover the adjustment 

cost of capital, the rate of return on equity, the rate of non-performing loans, dummy 

variables for distinguishing the banks by size and the gross domestic product growth rate as a 

measure of the economic cycle. The result suggest that Spanish banks are quite imprudent in 

terms of capital buffer management. Namely, the rate of non-performing loans affects 

negatively the capital buffer, which means that the materialization of the credit risk has been 

covered at the expense of the capital. The rate of return on equity also affects negatively, 

indicating that profits are not reinvested to increase the capital. Furthermore, the dummy 

variable for capturing the size of the banks has a negative influence on the capital buffer, 

indicating that large banks hold less capital than smaller banks. Finally, the relationship 

between the economic cycle and capital buffer is also negative, i.e. when GDP grows, banks 

decrease the capital buffer, and hence, the banks behave pro-cyclically in the economy. 

 

Francesco and Sandrine (2007) empirically assessed the determinants of capital buffers. Main 

results are as follows. First, there are large and significant adjustment costs in raising capital. 

Second, banks behave pro-cyclically, depleting their buffers in upturns to benefit from 

unanticipated investment opportunities. Third, there is a significant negative relationship 

between current levels of non-performing loans (NPLs) and capital buffers, suggesting that 

banks in CEECs are risk-takers. Banking sectors with large past NPLs, however, tend to have 

larger buffers. Finally, the access to external capital may appear still somewhat limited, with 

banks relying on internally generated funds to raise buffer.   

   

Gonca and Guner (2013) to analyzed the determinants of capital buffer in the Turkish 

Banking system and to estimate the cyclicality of capital buffer using a panel data of 87 

banks covering the period 1988-2009. Two-step Generalized Method of Moments is 

implemented by using Arellano–Bond linear dynamic panel-data estimator. The study is 

focused on economic growth, asset size, return on equity and non-performing loans as the 

determinants of capital buffer. It is observed that commercial banks, including the banks 

under the control of Savings Deposit and Insurance Fund, move pro-cyclically, where 

commercial banks, excluding the banks under Savings Deposit and Insurance Fund, fluctuate 

counter-cyclically. This finding is noteworthy since it is parallel to BASEL III, where 

structuring a countercyclical capital framework is emphasized.    

  

Agustinus and Wahyoe (2015) analyses several factors that may determine the capital buffer 

of Indonesian banks. Using monthly data of 99 commercial banks during the period 2004-

2007, they highlight that excess capital can be explained by the bank’s specific, business 

cycle, regulatory and institutional variables. Moreover, we find evidence that bank capital 

buffer is pro-cyclical. This paper also revealed that higher non-interest income enhances 

capital buffer formation.   

       

Sutrisno (2018) carried out a study to determine the size of the capital buffer. There are 

several factors believed to determine the amount of capital buffers, such as the return on 

assets (ROA), non-performing financing (NPF), financing to deposit ratio (FDR), the net 

profit margin (NPM), and the ratio of operating expenses to operating income (OEIR). The 
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study population was 164 BPRS in Indonesia and samples taken randomly of 55 SRB with 

quarterly data for two years (2015-2016). It used multiple regression analysis. The results 

showed NPF, FDR, and NPM variables significantly affects capital buffer while ROA and 

OEIR are not significant.  

        

Raza, Tang, Khidmat and Iqbal (2019) aimed to examine the influence of bank-specific 

determinants and economy specific variable on the capital buffer in Pakistan. In investigating 

this relationship 30 banks sample were selected in the Pakistan economy between 2007 and 

2014. Regression and Generalized Method of Moments (GMM) models were used to 

investigate relationships. The result suggested that Gross Domestic Product impacts on buffer 

capital is positive, also Total Liabilities over Total Assets, liquidity bank size and lag of 

buffer capital put a positive and significant effect on buffer capital.  Non-Performing loan and 

loan growth impact also positive but insignificant while Return on Equity and Net Profit put 

negatively insignificantly impact on buffer capital. The conclusions on the effect of risk on 

capital buffers vary somewhat between models. 

      

Quite a number of studies were carried out on the determinants of capital adequacy in the 

banking in emerging economy like Nigeria (Williams, 2011; Abba et al 2018) while to the 

best of my knowledge little or no study had considered the determinants of capital buffer in 

especially Nigeria. 
 

Theoretical Framework 

The most related theory to this study is the buffer theory which postulates that banks with 

their capital marginally above the regulatory minimum ratios should always increase the 

capital ratio and cut risk to avoid compliance penalty by the regulator (Milne and Wiley 

2001). The buffer theory states that the banks whose capital is marginally above statutory 

minimum ratio may have reasons to reduce risk, increase capital and to avoid being penalized 

by the regulatory body for failure to comply with the statutory minimum capital requirement 

(Milne & Whalley 2002). Berger et al. (1995) debated that financial institutions might hold a 

lot of capital in a bid to exploit unexpected investment opportunities in the future. According 

to Berger et al. (1995), banks can opt to have a capital buffer to reduce the likelihood of their 

capital dropping below the statutory requirement, mainly if the ratio is very unsteady. 

 

3.  METHODOLOGY 

3.1 Population and Sample 

This study primarily focused on listed Deposit Money Banks (DMBs) in Nigeria. This study 

exempted the non-financial because of the disparity in the manner their financial statement is 

prepared as compared to financial firms. The population of this study comprised 27 listed 

DMBs on Nigerian Stock Exchange as at 2019. The study adopted purposive sampling 

techniques to select Deposit Money Banks whose stocks were actively traded on the stock 

market during the sample period with relevant data readily available totalling 12 Deposit 

Money Banks which are categorised as DMBs with all the Eight international authorization 

and four DMBs with national authorization. Data covering years 2009 to 2018 is sourced 

from the audited annual reports and accounts of the selected DMBs and NSE factbook. 

 

3.2 Model Specification and Measurement of Variables 

There are several variables believed to determine the amount of capital buffer; bank-specific 

variables - Lagged Capital Buffer (CAB_1), Asset Quality (ASQ), Credit Risk (CRR), 

Management Quality (MAQ), Operational Efficiency (OPE) and Return on Equity (ROE); 

Macro-Economic Variable - Gross Domestic Product (GDP) and Foreign Exchange Rate 
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(FER) and control Variables – Categorization of Banks (CAT) and Bank Size (SIZ). In 

assessing the predictions about factors determining bank’s capital buffer, we build the 

following relationship on prior studies (Francesco & Sandrine 2007; Gonca & Guner 2013; 

Agustinus and Wahyoe, 2015; Sutrisno, 2018).  

𝐶𝐴𝐵 = 𝐶𝐴𝐵𝑖𝑡−1 + 𝑆𝐼𝑍𝑖𝑡 + 𝑀𝐴𝑄𝑖𝑡 + 𝐶𝑅𝑅𝑖𝑡 + 𝑂𝑃𝐸𝑖𝑡 + 𝑅𝑂𝐸𝑖𝑡+ 𝐴𝑆𝑄𝑖𝑡 + 𝐷𝑀𝐵𝑖𝑡 + 𝐺𝐷𝑃𝑖𝑡 +
𝐹𝐸𝑅𝑖𝑡 + 휀𝑖𝑡 ……………… ……………………………………………………………….(1)

      

Capital buffer (CAB)is the difference between Capital Adequacy Ratio (CAR) provided by 

banks with a minimum CAR. This capital buffer calculation was also used in studies by 

Ayuso et al. (2004), Fonseca & González (2010), Tabak, Noronha & Cajueiro (2011) and 

Sutrisno (2018). The international convention suggests that the regulatory capital should not 

be less than 8.0 per cent of banks. Nigeria sets the minimum requirement at 10.0 per cent. In 

Nigeria, currently, Deposit Money Banks (DMBs) are categorised into three – International 

Banks, National Banks and Regional Banks with different capital adequacy requirement. 

International banks have a minimum threshold of 15.0 percent while National/Regional banks 

have 10.0 percent (CBN, 2014). On the right-hand side of equation (1), the lagged 

endogenous is introduced to reflect the presence of adjustment costs in attaining the desired 

level of capital for banks (Ayuso et al., 2002, 2004; Estrella, 2004). Variable in above 

equation CABi t-1 used as lagged of dependent variable intended to capture the persistence of 

capital buffer, argue by Ayuso et al. (2004), Fonseca & Gonzalez (2010) and Atici & Gursoy 

(2013), used as adjustment cost.  
 

Bank Size (𝑆𝐼𝑍) is measured as logarithm of the banks’ total asset ( Gonca& Guner 2013; 

Agustinus & Wahyoe, 2015)Asset Quality(𝐴𝑆𝑄) is loans over total assets as a measure of 

bank asset quality. Management Quality ( 𝑀𝐴𝑄) connotes the ratio of total loans and 

advances in relation to total deposit, while Operational Efficiency (𝑂𝑃𝐸) is proxied as a ratio 

of Operating Expenses to Operating Income (Sutrisno, 2018). 

 

𝑅𝑂𝐸 represents Return on Equity, it is measured as net income over total equity we use ROE 

as a measure for the cost of capital (Ayuso et al., 2004; Francesco & Sandrine 2007; Gonca & 

Guner 2013). Equity cost may affect the bank’s capital buffer. In the world with asymmetric 

information, raising equity capital is more costly than raising debts. And thus, we expect that 

equity cost is negatively related with bank’s capital buffer. Following Jokipii and Milne 

(2008), we simply define equity cost as return on equity. 𝐶𝑅𝑅 represents the ratio of loans 

under follow-up over total loans as a measure of the true riskiness of bank portfolios. The risk 

of banks' portfolio is proxied by the ratio of non-performing loans to total loans (Francesco & 

Sandrine 2007; Gonca & Guner 2013; Sutrisno, 2018). 𝐶𝐴𝑇 Represents Categorisation of 

DMBs; A dummy variable represents 1 if it is International while 0 for National or Regional.  

GDPG is the Annual Growth of Gross Domestic Product (Agustinus and Wahyoe, 2015) 

while 𝐹𝐸𝑅  is Foreign Exchange Rate. The subscripts i and t denote bank and time 

respectively. 

 

As the lagged dependent endogenous variable is included among regressors, an estimation 

procedure based on the Generalized Method of Moments (GMM) seems the most appropriate 

(Arellano & Bond, 1991). Ayuso et al. (2004); Alfon, Argimón, & Bascuñana-Ambrós 

(2005) established GMM estimation of capital buffer. Jokipii and Milne (2011) and Shim 

(2013) have used GMM for similar studies. The GMM estimator also enables us to consider 

explicitly the endogeneity of other (predetermined) explanatory variables.  
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4. RESULTS AND DISCUSSION 

4.1          Descriptive Statistics  

In determining factors affecting capital buffer of Deposit Money Banks; Table 2 shows the 

mean, median, maximum value, minimum value, standard deviation, skewness, kurtosis, 

Jarque-Bera and Probability values of the variables in the model. 

 

Table 1: Descriptive Statistics 

ASQ CAB_1 CRR GDP MAQ OPE ROE FER SIZ

 Mean 0.637 0.072 0.112 0.044 0.646 0.053 0.021 198.405 20.752

 Median 0.449 0.066 0.055 0.046 0.615 0.051 0.088 158.026 20.825

 Maximum 5.614 0.450 0.969 0.113 1.587 0.142 1.094 306.400 22.508

 Minimum 0.155 -0.570 0.006 -0.016 0.262 0.011 -3.943 148.902 18.678

 Std. Dev. 0.904 0.136 0.153 0.036 0.222 0.024 0.481 61.786 0.959

 Skewness 4.528 -0.940 3.136 0.227 0.795 0.825 -5.775 0.913 -0.420

 Kurtosis 22.788 8.060 14.470 2.516 5.171 5.146 44.208 2.088 2.452

 Jarque-Bera 2328.453 134.800 797.432 2.199 35.924 36.333 9081.177 20.813 4.986

 Probability 0.000 0.000 0.000 0.333 0.000 0.000 0.000 0.000 0.083

Source: Authors’ Computation (2020) 

 

Table 1 contains the descriptive statistics for the behaviour of the variables in this study, with 

the exception of the dummy variable (CAT), in the sample of 12 NigerianDeposit Money 

Banks in the period from 2009 to 2018.  The variable of Asset Quality (ASQ) measured by 

total loan in relation total asset shows a mean value of 0.637 indicating that 63.7% of the total 

asset is given out as loans. The maximum, minimum values and standard deviation values are 

5.614, 0.155 and 0.123 respectively. Lagged Capital Buffer have an average value of 0.072 

while maximum and minimum 0.45 and -0.57 respectively. The Credit Risk (CRR) which is 

being proxied by Non-performing loan in relation to total loans showed a mean value of 

0.112, it indicates that about 11.2 percent of the total loans are non-performing. The 

minimum value is 6 percent while the maximum value is 96.6 percent.   

   

The average value of the Gross Domestic Product (GDP) growth rate during the sample 

period is 4.4%. The results in the period under review shows the average yearly growth rate 

in Nigeria, maximum and minimum values 11.3 and -1.6 percent respectively. Management 

Quality (MAQ) measured by total loan to deposit shows a mean, minimum, maximum and 

standard deviation showed the values of 0.646, 1.587, 0.262 and 0.222 respectively. It 

indicates that average value of loans given out in relation to deposit in 64.6 percent. Also, 

Operational Efficiency (OPE) measured by operating expenses in relation to operating 

income has an average value of 0.053 while the standard deviation, maximum and minimum 

values are 0.024, 0.142 and 0.011 respectively. The average value of the Foreign Exchange 

Rate (FER) is 198.04 while the standard deviation is 61.786. From the table above, Asset 

Quality (ASQ), Credit Risk (CRR), Gross Domestic Product (GDP), Management Quality 

(MAQ), Operational Efficiency (OPE) and Foreign Exchange Rate (FER) are positively 

skewed while Lagged Capital Buffer (CAB_1), Return on Equity (ROE) and Firm Size (SIZ) 

are negatively skewed. 

 

 

 

 

4.2 Correlation Matrix 
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Table 2 Variable Correlation Matrix 
Covariance Analysis: Ordinary

Sample: 2009 2018

Correlation

Prob CAB_1 ASQ CRR CAT GDP MAQ OPE ROE SIZ FER 

CAB_1 1.000

----- 

ASQ -0.031 1.000

0.751 ----- 

CRR 0.023 -0.139 1.000

0.819 0.159 ----- 

CAT 0.344 0.122 -0.079 1.000

*0.0004 0.218 0.423 ----- 

GDP 0.327 -0.098 0.306 0.010 1.000

*0.0007 0.324 *0.0016 0.916 ----- 

MAQ -0.123 0.430 -0.249 -0.041 -0.211 1.000

0.213 *0 *0.0107 0.676 **0.0318----- 

OPE -0.144 0.105 0.280 -0.254 0.159 -0.286 1.000

0.145 0.287 *0.004 *0.0092 0.107 *0.0032 ----- 

ROE -0.012 0.004 0.030 0.189 0.001 0.104 -0.217 1.000

0.901 0.970 0.763 0.054 0.989 0.295 **0.0271----- 

SIZ 0.105 -0.505 -0.177 0.510 -0.221 -0.135 -0.547 0.246 1

0.291 *0 **0.0721*0 **0.024 0.171 *0 **0.0117----- 

FER -0.366 0.155 -0.115 0.027 -0.749 0.315 -0.075 0.087 0.19303 1

*0.0001 0.116 0.246 0.786 *0 *0.0011 0.451 0.382 **0.0496 ----- 

Source: Researchers’ Computation (2020)     

    *, **, *** indicate significance at 1%, 5%, and 10% levels, respectively   

    

Table 2 tests the correlation among all the independent variables used in this study. Before 

starting the analysis, we checked the possible multicollinearity between the independent 

variables of our model. To do this, we studied the correlation matrix above. The study of the 

correlation matrix (Table 2) revealed a weak correlation between the variables. Since the 

correlation coefficient between these variables is less than the limit value (i.e. 0.8), then no 

serious problem of multi-collinearity (Kennedy, 2003). So, we confirm that we are not 

confronted with a problem of correlation of variables in our sample. 

 

4.3 Regression 

In line with similar studies (Belém and Gartner 2013; Faisal et al, 2019, Raza et al 2019) 

conducted in other climes, this study adopts Generalized Method of Moments (GMM) 

approach developed for dynamic models of panel data by Arellano and Bond (1991). This 

methodology is precisely designed to address pertinent econometric issues: possible 

endogeneity of the explanatory variables, the autoregressive process in the data regarding the 

behaviour of capital buffers (i.e., the need to use a lagged dependent variables model to 

capture the dynamic nature of capital buffer). 

 

 

 

 

 

 

 

 

 

 

 

 

Table 3 Generalized Method of Moments 
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Dependent Variable: CAB

Method: Panel Generalized Method of Moments

Sample: 2009 2018

Periods included: 10

Cross-sections included: 12

Instrument specification: CAB CAB_1 ASQ CRR FER GDP MAQ 

     OPE ROE   SIZ CAT C

Variable Coefficient t-Statistic Prob.  

CAB_1 0.5027 7.8033 0.0000

ASQ -0.0061 -0.4942 0.6223

CRR -0.0853 -1.4125 0.1612

FER 0.0004 2.0924 0.0392

GDP 0.9318 2.9258 0.0043

MAQ -0.1970 -4.6396 0.0000

OPE -1.2655 -2.7431 0.0073

ROE 0.1069 6.3685 0.0000

SIZ -0.0362 -2.2159 0.0292

DMB 0.0486 1.9040 0.0600

C 0.8110 2.3529 0.0208

R-squared 0.6784     Mean dependent var 0.0615

Adjusted R-squared 0.6434     S.D. dependent var 0.1174

S.E. of regression 0.0701     Sum squared resid 0.4524

Durbin-Watson stat 1.5806     J-statistic 92.0000

Instrument rank 12    
Source: Authors’ Computation (2020) 

 

The result ofthe regression in Table 3 provides that the coefficient of determination (R-

square) of 0.6784 (67.84%) and Adjusted R-square of 0.6434 (64.34%) indicating that 

67.84% variation in the dependent variable (CAB) is explained by the explanatory (bank-

specific, macro-economic and control) variables. The table revealed that Lagged Capital 

Buffer (Cab_1) (prior year capital buffer) have a significant and positive relationship with 

capital buffer (p-value 0.000, co-efficient 0.5027), the result is consistent with Fonseca and 

González (2010). Asset Quality (ASQ) shows a negative and insignificant relationship with 

capital buffer showing a p-value of 0.6223 and co-efficient of -0.0061. 
 

When there are information asymmetries, a significant proportion of fluctuations in bank 

earnings is kept as retained earnings, and increases in earnings will spark increases in capital 

ratio, so we can expect a positive relation between Return on Equity and capital. From the 

findings in the table above, Return on Equity (ROE) had a significant positive effect on 

Capital buffer and it is statistically significant having a p-value of 0.000 and co-efficient of 

0.107, indicating hat profits are reinvested to increase the capital, the findings are consistent 

with Berger (1995), Nier & Baumann (2006), Flannery & Rangan (2008) Guidaraa et al. 

(2010) and Tabak et al. (2013) The positive relationship between the capital buffer and 

profitability is in line with the pecking order theory (Myers, 1984). Foreign Exchange Rate 

(FER) shows a positive significant relationship with capital buffer showing a p-value of 

0.0392 and co-efficient of 0.0004. 
 

 Management Quality (MAQ) revealed a negative and significant relationship with capital 

buffer showing a p-value of 0.000 and co-efficient of -0.197. Bank Size (SIZ) is used in the 

model as a control variable. Big banks might have smaller capital buffers if, as the “too-big-

to-fail” hypothesis suggests, they believe they will receive support from the regulator in the 
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event of difficulties. These arguments predict a negative coefficient for SIZ. Larger banks 

seem to hold less excess capital. We use the natural logarithm of total bank assets as a proxy 

of the bank size. The findings suggest that Banks Size (SIZ) had a negative effect on capital 

buffer and it is statistically significant having a p-value of 0.292 and a coefficient of -0.0362. 

The result supports Too Big to Fail nature that suggests the large banks tend to maintain their 

capital buffer lower than small banks. The argument is consistent with Ayuso et al. (2002), 

Stolz & Wedow (2005), Lindquist (2003), Boucinha (2008), Fonseca & González (2010) and 

Gonca & Guner (2013). 

 

Table 3 revealed that there exists a negative and insignificant relationship between Credit 

Risk (CRR) and Capital Buffer having a p-value is 0.1612, t- stat is -1.413 and coefficient is -

0.0853. The result suggests that banks that opt to take greater risks with their assets also opt 

to hold smaller capital buffers and the findings are consistent with Ayuso et al. (2002) and 

Fonseca & González (2010). Also, Categorization (CAT) revealed a positive and 

insignificant relationship with capital buffer showing a p-value of 0.060 and co-efficient of 

0.0486.m 

 

Operational Efficiency (OPE) revealed a negative and significant relationship with capital 

buffer showing a co-efficient of -1.266 and p-value of 0.0073. The result in lieu of Gross 

Domestic Product growth rate (GDP) showed a significant positive relationship GDP and 

Capital buffer having co-efficient and p-value of 0.9318 and 0.0043 respectively. The 

economic cycle, represented by the GDP variable, revealed a positive sign, and also sig-

nificant. Analysing its sign alone, a positive sign would show that the economic cycle has a 

counter-cyclical behaviour. The positive sign is consistent with Belém & Gartner (2013) and 

Gonca & Guner (2013). 
 

 

5.  CONCLUSION AND RECOMMENDATIONS 

This paper analyzed the determinants of bank capital buffers in Nigerian Deposit Money 

Banks(DMBs) using a panel data of twelve banks between 2009 and 2018. The study applied 

the Generalized Method of Moments (GMM) difference estimator to control potential 

endogeneity of the explanatory variables. The investigation is carried out through a review of 

theoretical and empirical literature. The findings revealed that the decisions by banks in 

Nigeria to hold capital above regulatory requirement is positively and significantly affected 

by prior year capital level, business cycle, profitability, volatile foreign exchange rate; while 

negatively and significantly influenced by size, managerial and operational efficiency. In line 

with the outcome of the study, it is recommended that deposit money banks should not just 

consider the bank-specific variable but also consider the macro-economic variables in 

determining capital buffer. 
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Abstract 

IGR and Federation Allocation form the largest percentage of revenue to 

Governments in Nigeria. Empirically, the issue has received considerable attention, 

but the evidence is mixed. Against this backdrop, this study presents an empirical 

insight into federation allocation, internally generated revenue and economic growth 

of state governments in Nigeria for the period 2015 to 2019. Secondary data was 

obtained from the National Bureau of Statistics, Abuja. Data obtained wasanalysed 

using fixed effect model. Hausman test was conducted and it was discovered that 

Fixed effect model would be appropriate. It was revealed by the result that there is a 

positive relationship between IGR, Federation Allocation and Economic Growth of 

State Governments in Nigeria. As IGR increases GDP increases. Also as Federation 

Allocation increases, GDP also increases. The variations in the GDP are explained 

significantly by IGR and Federation Allocation. The studyconcluded that IGR base 

should be increased and Federation Allocation changed in favour of state 

governments in Nigeria 

 

Key Words: IGR, Federation Allocation, Economic Growth, GDP 

 

1. INTRODUCTION 

The Federation Account was established by the Government in order to disburse the funds to 

the Federal, State and Local Governments in line with the constitutionally approved revenue 

allocation formula. Hence, federation account allocation is the account from which revenue is 

allocated to the federal, state and local governments using the existing Revenue allocation 

formula (Asimiyu  & Kizito 2014). It is also described as an account where the revenue are 

distributed among the federal, state and the local government councils in each state, on such 

terms and in such manner as may be prescribed by the government. The distribution is made 

monthly by the Federation Account Allocation Committee (FAAC) (Ani & Obara, 2002). 

Federation account is also referred to as an account where the incomes are distributable to the 

three tiers of government in the manner and bases prescribed by the law. According to section 

162(1) of the1999 constitution, the federation account is a special account required to be 

maintained by the federation of Nigeria. All the revenue collected by the government shall be 

paid into the federation account except the proceeds from the personal income tax (PIT) of 

the Armed Forces of the Federation, the Nigerian Police Force, the Ministry or Department of 

Government charged with the responsibility of Foreign Affairs and the residents of the 

Federal Capital Territory (FCT), Abuja.  

 

 Internally Generated Revenue (IGR) on the other hand means the revenue that the three tiers 

of government generate within their respective areas of administration (Abiola & 

Ehigiamusoe, 2014). IGR for State governments has also been described as revenues that are 
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derived within the state from various sources such as taxes (pay as you earn, direct 

assessment, capital gain taxes, etc.) and motor vehicle license, among others (Adenugba & 

Chike, 2013). According to Asimiyu & Kizito (2014), ability to generate revenue by the 

states determines sustainability and economic development of states in Nigeria. The states 

must generate enough IGR to augment its allocation from federation account. Ola and Tonwe 

(2003) explained that the Internally Generated Revenue which the local government is 

realizing is the major determining factor of their existence. This means that, the existence and 

sustenance of a local government area is dependent on their ability to generate enough 

revenue internally. Economic development is made possible and faster, if states and local 

governments have control over IGR. 

One of the most essential indicators of a strong economy is the economic growth. According 

to Prateek (2017), one of the biggest impacts of long-term growth of a country is that it has a 

positive impact on national income and the level of employment, which increases the 

standard of living. Furthermore, he identified Unearthing of natural resources; the social and 

economic infrastructure; availability of skilled and unskilled workers and investment in 

human resources; improved technology and laws to regulate economic activities as the factors 

that affect economic growth in a country. On the other hand, poor health and low levels of 

education, inadequate infrastructural facilities, capital flight, political instability, and 

improper institutional framework are major factors that affect economic growth negatively 

(Prateek, 2017). In Nigeria, economic growth and development are the major reasons for 

revenue allocation to the federal government, the state governments and the local 

governments from the federation account (Prateeek, 2017). The importance of generating 

revenue, distribution as well as its using towards maintaining both the existing and new 

socio-political economic structure in any economy either centrally planned, market or mixed 

economies cannot be overemphasized. Kiabel and Nwokah (2009) buttressed the fact that 

increase in the cost of running government in addition to inadequate revenue has left various 

state governments in Nigeria with formulating strategies to increase the revenue base. An 

optimal formula for the distribution of revenue invariably will lead to economic growth in the 

country. 

 

The main objective of this study is to determine the effect of the Federation Account 

distributed Funds and Internally Generated Revenue on the economic growth of the state 

Governments in Nigeria and specifically to analyze the effect of Federation Allocation share 

and IGR on the economic growth of State Governments in Nigeria. Studies have been 

conducted on the impact of the Federation Account allocated Funds and of Internally 

Generated Revenue (IGR) on the economic growth of Nigeria. The focus of most of the 

existing empirical studies in Nigeria usually revolves around examining the impact analysis 

of monetary policy on economic growth. Therefore, this research work fills the gap not 

adequately captured by the previous studies on this topic, by incorporating all the necessary 

variables and econometric tests that had not been utilized so as to ascertain the accurate long 

run effect of the Federation Account distributed Funds and Internally Generated Revenue on 

the economic growth of the state Governments in Nigeria. The result of this study has a 

number of important practical implications for the federal, state and local governments, 

analyst and the academia. This paper is divided into five sections, introduction; Literature 

review; Methodology; Results and discussion of findings; and Conclusion and 

recommendations. 

 

The state governments need the information provided by this study in deciding on other 

sources of revenue that can be tapped. This will allow them to perform their functions and 

provide infrastructural facilities that will ginger the economic activities of the states and 
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increase the Gross Domestic Product. This will bring about increase in the economic growth 

in the country. 

 

2. LITERATURE REVIEW 

Federation Account is an account into which all revenue collected by the government of the 

Federation shall be paid except the proceeds from the PAYE of Armed Forces Personnel, 

Police Personnel, Foreign Services Officers, Inhabitants of the FCT Abuja and other 

Internally generated revenue that belongs to the Federal Government which include: revenue 

from sales of the property of the Armed Forces, miscellaneous (Federal Republic of Nigeria, 

1999 Constitution). According to National Revenue Mobilization, Allocation and Fiscal 

Commission (NRMAFC, 1992), revenue allocation is the criteria, process and method of 

sharing a federation’s financial resources among the various tiers of government in the 

federation in such a way that guarantees development, progress and unity. There are two 

major types of major revenue allocation formula in Nigeria. The two are basically, the 

vertical allocation and horizontal allocation. (Micaiah, 2015). While internally Generated 

Revenues (IGR) are those revenues generated majorly by the federal, states and local 

government councils from their areas which help in widening the overall non-oil revenue 

structure of the three tiers of government (Adewoye & Fasina, 2008).  

 

According to Deloit (2016) Internally Generated Revenue (IGR) are revenues or funds 

generated by the states within the Nigerian federation, independent of their share of revenue 

from the federation account. Also, Economic growth according to Todaro and Smith (2006) 

is the steady process by which the productive capacity of the economy is increased over time 

to bring about increase in the levels of national output and income. It therefore happens 

whenever people use resources efficiently by rearranging them in a way that makes them 

more productive overtime. Further, it is the continuous improvement in the capacity to satisfy 

the demand for goods and services resulting from increased production scale, and improved 

productivity i.e. innovations in products and processes. Gross Domestic Product is one of the 

most comprehensive measures of the total output or performance of an economy. Other 

measures of national output in an economy are Net Domestic Product (NDP) and the Gross 

National Product (GNP). The relationship among these three concepts (GDP, GNP and NDP) 

is that they measure the output in an economy.  According to Nnamocha (2002) GDP 

includes both the nationals and non-nationals of an economy and GDP must be equal to the 

value of only the final products. However, this study centers on federation account allocation, 

internally generated revenue and their impact on the economic growth of the state 

Government (Gross Domestic Products). 

 

 Meanwhile, Endogenous growth theory was introduced in the early 1980s (Akanbi & Du 

Toit, 2011). This theory holds that investment in human resources; knowledge management 

and innovations determine the rate of economic growth. Before this time, the classical, 

neoclassical and the Keynesian economists were the first to develop economic growth theory. 

Endogenous growth theory establishes that long run economic growth primarily depends on 

economic policy measures.The policy measures include revenue allocations which positively 

impacts on the long-run economic growth that reflects as increase in real GDP (Dagwom, 

2013). The implication is that policies that embrace openness, competition, change and 

innovation will promote economic growth (Fadare, 2010). Though policy effects are 

connected to the potential for externalities spillovers coming from the wealth of knowledge 

and perhaps labour force skills, economies which have abundance in those factors can grow 

faster than the ones constraint by their unavailability.  
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Government spending on education (research and development), infrastructures, power and 

capacity building - which are the product of revenue allocation - is very essential for 

economic development. It helps to access a common pool of knowledge emanating from 

global technological spillovers. Technology is a non-rival idea and contagious. Its use by one 

country does not prevent other countries from benefiting from it.A cross country study on 

fiscal decentralization in unitary and federal countries for the period 1971-1990 using annual 

data, Yilmaz (2000) finds that decentralization results in growth of real GDP per capita in the 

unitary countries and decentralization is insignificant to influence growth of real GDP per 

capita in federal countries. These studies are based on foreign economies. 

 

Faridi (2011) conducted a study on the contribution of fiscal decentralization to economic 

growth in Pakistan. The study was conducted in Pakistan. It made use of autoregressive 

model and covered the period of 1972-2009. The ordinary least squares (OLS) estimation was 

used to analyse the data. As at the time of the study, other factors to measure economic 

growth in Pakistan were not substantial except fiscal decentralization indicators of revenue 

and expenditure functions. The dependent variable was the GDP while the independent 

variables used were the government revenue and expenditure. The result of the study 

indicated that both revenue and expenditures of government as measure of fiscal 

decentralization associate positively with economic growth. The paper also found a 

significant positive effect of fiscal decentralization on economic growth. Based on the 

empirical result, the study suggested that provincial and local level governments should be 

given more autonomy and authority in fiscal matters in Pakistan 

 

Furthermore, Usman (2011) conducted a study on the impact of revenue allocation formula of 

individual federating units on economic growth of Nigeria, OLS technique was used in 

analyzing the data. It was found out that both shares of federal government and local 

governments‟ revenue from federation account contribute to economic growth process in 

Nigeria. The study finds no contribution of share of states revenue from federation to 

economic growth process in Nigeria, which is contrary to the findings of the study conducted 

by Akujuobi and Kalu (2009). 

 

3. METHODOLOGY 

The response variable in this study was the economic growth. The Gross Domestic Product 

(GDP) was used as a proxy for the economic growth of state Governments. The State 

Governments’ Allocation Share (SGAS) andState Internally Generated Revenue (SIGR) are 

the explanatory variables. This study used Panel data (Secondary data) which was obtained 

from National Bureau of Statistics (NBS various issues), from years 2015 – 2019.To analyze 

the effect of share of allocation from federation account and IGR on economic growth of 

state governments in Nigeria, pooled Ordinary Least Square (OLS), Fixed Effect and 

Random Effect Model were used to estimate the model. The linear model is presented below:  

GDP = f (SGAS, SIGR) -------------------------------------------------- (3.1)  

It can also be expressed as follows:  

GDPit = β0 +β1 SGASit+β2 SIGRit+ μit   -------------------------------- (3.2) 

Where:  

 GDP=Gross Domestic Product  

 SGAS and SIGR are the Determinants of economic growth   

 SGAS= (State Governments’ Allocation Share) 

 SIGR= (State Internally Generated Revenue) 

β0 is the intercept 
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βi are the slopes of the regression and determine the relationship between the explanatory 

variables and the response variable   

The dependent or Gradient/slope of the regression measuring the amount of the 

change in the response variable associated with a unit change in the explanatory variables. 

μi = error term.  

 

4. RESULTS AND DISCUSSION OF FINDINGS 

Fig. 1 showed the mean of log (GDP). From 2015 to 2016 it dropped and then increased 

consistently from 2016 to 2017, to 2018 and to 2019. This pattern may be accounted for as a 

result of a drop in IGR (Fig. 2) from 2015 to 2016 and then increased consistently from 2016 

to 2017, to 2018 and to 2019. Also the pattern of GDP may be explained by drop in 

Allocation (Fig. 3) from 2015 to 2016 and then increased consistently from 2016 to 2017, to 

2018 and small reduction in 2019. This reduction may be as a result of reduction in the 

revenue credited to the federation account 

 

Descriptive Statistics 

28.46

28.47

28.48

28.49

28.50

28.51

28.52

28.53

28.54

YE
AR

=2
01

5

YE
AR

=2
01

6

YE
AR

=2
01

7

YE
AR

=2
01

8

YE
AR

=2
01

9

28.490

28.470

28.480

28.503

28.529

Mean of LOG(GDP) by YEAR

 
Figure1 

Source: Author’s drawing, 2020 
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Source: Author’s Drawing, 2020 
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The correlation analysis was carried out in order to test for the degree of relationship between 

Economic growth and IGR and allocation share from federation account. The result from 

table 1 below reveals that the variables are positively correlated. This implies that the 

correlation between IGR and Economic Growth is very high, whereas the correlation between 

Allocation and EconomicGrowth is very low though positive. This is in consonance with the 

expectation that the explanatory variables will have positive impact on Economic Growth. 

This is in agreement with the result of (Omodero, Ekwe & Ihendinihu, 2018). From table 2 

below, P value of the Hausman test is significant at 95% Confidence level. Therefore, the null 

hypothesis is rejected and the alternative is accepted. The most appropriate model is the 

Fixed Effect.From Table 3 below, the impact of IGR on Economic Growth (GDP) is very low 

but has significant (it cannot be ignored) effect on GDP. The impact of Allocation is positive 

and higher than the impact of IGR on Economic development. The model developed has a 

constant term of 0.000000000003.9. This implies that GDP will be 0.000000000003.9 when 

the regression (log of IGR and Allocation) takes on zero value. At this theoretical state there 

is no IGR and no Allocation. The coefficient of the log of IGR and Allocation are 

0.0000000466 and 1.484065 respectively with p value of 0.0000 and 0.0282 respectively. 

The p value is showing significant relationship. This shows that there is a significant positive 

relationship between log of GDP and log of IGR and Allocation from 2015 to 2019 in such a 

way that a unit increase in log of IGR will bring about an increase of 0.0000000466 units in 

the log of GDP.  Also, a unit increase in log of Allocation will bring about an increase of 

1.484 units in the log of GDP when all other variables (unconsidered) are held constant.The 

adjusted coefficient of determination (adj. R2) is given as 0.999987. This means that precisely 

99.9987% of the variations in the GDP are accounted for by IGR and Allocation, after the 

coefficient of determination has been adjusted to make it insensitive. 

 

Table 1: CORRELATION MATRIX 

 

 

 

 

 

Source: Author’s computation, 2020 

Correlation Analysis of IGR, Allocation and GDP. 

 

Table 2: HAUSMAN TEST 

 

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 343.824385 2 0.0000 

     
          

 

 

 

 

  IGR ALLOCATION GDP 

IGR 1     

ALLOCATION 0.489935 1   

GDP 0.920445 0.367304 1 
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Cross-section random effects test comparisons: 

     

Variable Fixed   Random  Var(Diff.)  Prob.  

     
     

IGR 

466103415

.051815 

544879382.

232253 

188155176

25008.000 0.0000 

ALLOCATION 1.484065 1.463428 0.000005 0.0000 

     
          

Cross-section random effects test equation:  

Dependent Variable: GDP   

Method: Panel Least Squares   

Date: 09/12/20   Time: 13:23   

Sample: 2015 2019   

Periods included: 5   

Cross-sections included: 37   

Total panel (balanced) observations: 185  

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 3.90E+12 9.75E+09 400.4023 0.0000 

     

IGR 4.66E+08 2.10E+08 2.215913 0.0282 

ALLOCATION 1.484065 0.175030 8.478922 0.0000 

     
      Effects Specification   

     
     Cross-section fixed (dummy variables)  

     
     R-squared 0.999990     Mean dependent var 4.01E+12 

Adjusted R-squared 0.999987     S.D. dependent var 9.20E+12 

S.E. of regression 3.33E+10     Akaike info criterion 51.48062 

Sum squared resid 1.62E+23     Schwarz criterion 52.15950 

Log likelihood -4722.957     Hannan-Quinn criter. 51.75575 

F-statistic 369843.5     Durbin-Watson stat 1.389866 

Prob(F-statistic) 0.000000    

     
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

         

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 3.90E+12 9.75E+09 400.4023 0.0000 

IGR 4.66E+08 2.10E+08 2.215913 0.0282 

ALLOCATION 1.484065 0.175030 8.478922 0.0000 

     
      Effects Specification   

     
     Cross-section fixed (dummy variables)  

     
     R-squared 0.999990      Mean dependent var 4.01E+12 

Adjusted R-squared 0.999987     S.D. dependent var 9.20E+12 
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Source: Author’s 

computation, 2020 

 

Table 3: FIXED EFFECT MODEL 

 

Source: Author’s Computation, 2020 

 

5. CONCLUSION AND RECOMMENDATIONS 

This study examined the Federation Allocation, Internally Generated Revenue and Economic 

Growth of State Governments in Nigeria. The results suggested that a linear relationship exist 

between IGR, Federation Allocation and GDP. As IGR increases by 1 unit, GDP increases by 

0.0000000466. As Federation Allocation increases by 1 unit, GDP increases by 1.484065. 

This is an indication that, changes in the IGR and Federation Allocation of the state 

Governments in Nigeria exert a remarkable change in GDP. Other factors such as share of 

VAT, Ecological fund, grants from developed countries among others may also exert a 

greater influence on GDP in Nigeria. Based on the findings the null hypothesis is rejected at 

5% level of significance. Conceptually, this result is consistent with Asimiyu & Kizito 

(2014). 

 

In conclusion, the State Governments in Nigeria should increase their IGR base and press for 

increase in Federation Allocation from Federation Account.The study showed that the impact 

of IGR on economic development in Nigeria is positively significant. Therefore, the study 

recommends that other sources of IGR should be tapped in order to increase the IGR. Also, it 

is widely believed that government expenditure is high but no enough physical project to 

show for it due to corruption. Therefore, targets of achievable projects from IGR should be 

set and pursued vigorously. 
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Abstract 

This study investigated the effect of financial regulation on the quality of financial 

statement of quoted financial firms in Nigeria. Primary data were used with the 

administration of questionnaire to the respondents who are financial controllers and 

internal auditors of the firms. The total population of study was 114 while 57 

companies participated in the survey with 2 respondents from each company who 

are professionally qualified from Banks, Insurance companies, mortgage firms and 

others. The data collected was analyzed using regression analysis. The results 

showed that the coefficient of the independent variable RFR is positive. This shows 

that there is a positive relationship between RFR and QFS. The study concluded that 

financial reporting regulation haspositive significant effect on quality of financial 

statement of Nigeria firms. The study concluded that to actively enhance the quality 

of financial statement, there is need for organizations to strive towards projecting 

completing adhering to the provisions of International Financial Reporting Standard 

(IFRS) and other relevant financial standards and legislations. 

 

Keywords: Financial reporting, Financial reporting regulation, Financial statements, 

Quoted financial firms. 

 

1. INTRODUCTION 

Financial Institutions across the globe have been under scrutiny since the corporate debacles 

that shock the world in 2001.  The collapse of Enron in 2001, WorldCom in 2002 and the 

failure of one of the Big four in audit and accountancy (Arthur Anderson) to mention a few 

have put pressure on the Regulators of financial reporting to up the ante and foreclose 

reoccurrence, (Adekunle & Taiwo, 2013). There has been focus by different regulators to 

improve financial reporting disclosures in order to strengthen users’ confidence. The 

financial institution is a dominant feature of the economy of any nation.  The financial 

institutions play the role of intermediation between the surplus and deficit sectors of the 

economy thereby activating and promoting resource allocation among the economic units.  It 

follows that the financial institutions stimulate investments that leads to increased economic 

growth and capital formation.  Users of financial Statement make economic decisions, based 

on the quality of financial information emanating from the financial statement.  

Consequently, for any meaningful investment to happen in the economy, accounting 

information must be of high quality to engender confidence in investors. Financial reporting 

is the process of gathering data, analyzing, interpreting and communicating financial 
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information to users.  Umoren and Enang (2015) assert that regulation of financial reporting 

is a fundamental ingredient to producing quality financial statement.  The general expectation 

is that financial statement should provide investors with useful information that will guide 

them in making decisions regarding investments in the entity and evaluating management 

stewardship of the resources entrusted to them. 

 

Regulation ensures that reporting entities adhere and comply with minimum standards in 

financial reporting.  Okoye and Ofoegbu (2006) posit that various regulatory authorities and 

framework exists in Nigeria nonetheless the country has witnessed several systemic failures 

in the financial institutions.  Regulation of financial reporting has to do with setting 

standards, monitoring adherence and ensuring that infractions are punished.  The standards 

are instruments used in providing rules and principle guiding the preparation and presentation 

of financial statements. (Barton & Waymire, 2004) Financial reporting are considered to be 

of high quality so far it possesses attributes such as comparability, full disclosure and 

transparency, which influences the quality of financial report.   

 

Over time, there are some accounting practices and treatments argued to be identified with 

the total reduction in the credibility of accounting information (Jayeoba, 2018) According to 

IASB (2010), the primary objectives of financial statement are to provide information to 

users about the performance of entity. The embracing or convergence of the International 

Financial Reporting Standards (IFRS) that has spanned around the world has led to the 

adoption of conceptual framework for financial reporting. In this framework, the existing, 

potential investors, creditors and lenders were the financial statement primary users while 

employees, government, customers and regulatory agencies are secondary users. (Sahana and 

MariGowda 2016). Owolabi (2018) noted that the extent of manipulation of figures in the 

financial statement has made dependence on the financial statements of companies to be 

questionable. As such, users of financial information are not ready to rely on these figures 

captured in the financial statement without extensively reviewing the extent of their 

compliance to corporate governance standards and principles by companies of their choice. 

Accounting information quality is a decisive factor in determining its relevance as financial 

information users rely majorly on accounting information in their decision making. Hence, 

companies which provide upright quality information have an advantage of incurring lower 

cost of capital (Vijitha and Nimalathasa, 2014).This study, therefore, aims to examine the 

impact of regulation of financial reporting on quality of financial statements of quoted 

financial firms in Nigeria. 

 

2. LITERATURE REVIEW 

The study of Mathew (2015) on the impact of IFRS on financial reporting practice in Nigeria 

discovered that IFRS gives clearer and better information for regulation compared to GAAP. 

The study further indicated that IFRS positively affect earnings and other fees part of the 

business are accounted and reported for and greater benefits across in order investment and 

compliance of IFRS relatively have an improvement on the performance of companies. 

Regulators should therefore promote clarification campaigns on the prospect of adopting 

IFRS in Nigeria. Asian (2015) Firms Performance and IFRS adoption examined the 

comparative analysis of quoted food and beverages manufacturing in Nigeria findings 

indicated that there is no significant difference in the market performance between the pre 

and the IFRS period, i.e. there is a weak relationship in the adoption of IFRS and quoted food 

beverages firms in Nigeria market performance. earnings ratio, earning per shares, and 

dividend yield were chosen as performance variables. Stefano (2014) opined that firms with 

high compliance with the IFRS standards incentives experience increase in comparability 
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experience. Umobong and Ibunichika (2016) In their study on IFRS implementation and 

firm’s financial performance in Nigeria found out that IFRS adoption does not lead to 

significant impact on performance between pre and post IFRS of food, beverages and 

pharmaceuticals firms. Meck and Emadeb (2015) opined that there is a positive impact of the 

adoption of IFRS on information quality, the capital market, analysis to predict, compare and 

useful for taking decision which depends on the country’s features, (i.e. level of enforcement 

and companies’ features. Gideon (2016) examined the effects of IFRS and found out that 

IFRS has positive effect on performance of money deposit banks but an insignificant impact 

on Return on Assets. The result also revealed that financial ratio such as liquidity, current 

ratio and investment ratio have significant influence on bank’s performance. Money deposit 

banks in Nigeria should fully implement IFRS in order to maximize its influence on their 

performance. From the study of Iatridis (2008) on normal adopter who compares company 

financial numbers as seen under IFRS standards in 2005 result revealed that the 

implementation of IFRS tend to show a favourable impact on the financial measures of 

adopters. Transitioning to IFRS positively affects firms’ profitability, and also higher values 

following the fair value emphasis of IFRS. 

 

Bereczkei, Bela and Zsuzsanna (2010) posited that the financial reporting quality must 

rightly project useful and timely financial information of the operations of the organization in 

terms of the organizational cash flows in order to enlighten and not to mislead its existing 

and potential investors and users.  Signaling theory upholds that information asymmetry can 

be an opportunity for good organization to disclose financial information which will send 

good signal to their various stakeholders and the market (Fehrler and Wojetek, 2012). 

Signaling theory has been opined to have a statistical effect on disclosures of financial 

information proxy with profitability, liquidity and leverage. Bell, Moore and Al-shammari 

(2008). 

Signaling theory is functional for unfolding two party’s behavior when they can link different 

information. In this case, the signaler must decide how and whether to communicate or send 

the information, in the other way round, the outsiders or users, clarify how to understand the 

signal been sent by the insiders or signaler. Signaling theory is aimed at breaking down 

information asymmetry involving two parties (Spence, 2002). The author in his research on 

labor market opined that rigorous higher education is attained by high-quality prospective 

employees that make them stand out in job interviews originating from a low-quality 

prospect via the costly signal. Scholars described signaling theory as the influence of 

information asymmetry and how CEOs expressed the hidden quality of their firms to 

potential investor through the value attached to their financial statements Zhang and 

Wiersema (2009). Converse various social values to their users (Miller and Triana, 2009). 

Managers are obliged to manage the day to day activities of the organization and to prepare 

and present the financial statement, they are well furnished with both positive and negative 

information in which negative information cannot be deliberately disclosed in the financial 

statement to its various users because of adverse effect on the company’s image in the public 

eyes unless it is an unintended consequence action of the signaler (Trevis  & Duane 2011).  

In signaling theory, the two main effective signals are observable signals, which deal with 

how the users of the financial information are identifying the signal. If not, this makes signal 

observation not to be adequate feature of a signal. The cost associated to signaling theory is 

central to it and that is why it is referred to as “costly signaling theory” (Bird and Smith, 

2005 cited in Trevis and Duane 2011). The idea of cost associated with signaling bore the 

reason why some insiders are position to take over the related cost than others. Wesrphal and 

Zajac (2001) defined a signaler or insider as a person, product or an organization. It has been 

opined that both signaler and receiver have conflicting interest in which poor signalers 
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indulge in earnings management to exploit the receivers producing false signals to mislead 

users of financial information. The quality of the signaler depends on how receivers signal fit 

or places value on the usefulness of the signal been received and the level to which signalers 

attempts to exploits the outsiders or users that is ‘white lie’ or average truth’. both are 

referred to as signal reliability (Ramaswami, Drcher, Bretz, and Wiethoff 2010). Credibility 

is the term used in describing the notion by some management scholars, the extent of the 

sincerity of the signaler and the signal agrees with signaler quality (Davila, Foster and Gupta, 

2003). (Gultai and Higgins, 2003) posited that the quality of signal been sent by the insider 

may be weak or strong. Signal fit is a statistical description which expresses the relationship 

between public and private information, the signal and the signaler’s unobservable quality 

respectively. There is an identified distinguished characteristic between Fit and honesty 

insofar as fit is a representative of the signal, whereas the honesty is a representative of the 

signaler (Trevis & Duane 2011). 

 

Specifically, at a time signals usually points to unobservable signaler quality in which its 

usefulness can be improved by signal frequency in order to reduce information asymmetry 

(Janney and Folta, 2003, Davila et al., 2003) or sending different signal conveying the same 

image about the organization (Janney and Folta, 2003, 2006; Park and Mezias, 2005 Balboa 

& Marti, 2007). In signaling theory, according to Gao, Darroch, Mather, Macgregor (2008). 

Chung and Kalnins, (2001); Fischer and Reuber, (2007) signal frequencies deal with the 

constancy, the reliability of signals can be used to solve the problem of less communication 

which from variance or contradictory signal which tends to mislead its users.  

Also signaling effectiveness depend on the part of the receiver in which the process of 

signaling is less effective so far, the users don’t need the signal or confuse on how to identify 

the signal. Therefore, the level at which the receiver attentively scans the environment for 

signals is termed receiver attention. According to Gulati and Higgins (2003) & Ilmola and 

Kuusi, (2006) stated that the attendance of the IPO market of young company have a 

significance influence on their growth and also observing the market can be vital for weak 

signals, which is not easy to observe except if the receiver is in search for it. 

 

3.   METHODOLOGY 

The study employed a census survey research design. Primary data were used with the 

administration of questionnaire to respondents who are financial controllers and internal 

auditors of the firms.The total population of study is 114 while 57 companies participated in 

the survey with 2 respondents from each company (32 from the Banks, 54 from Insurance 

firms, 12 from Mortgage firms and 16 from others) who are professionally qualified 

responded to the questionnaire using Stratified sampling technique. This method was 

considered appropriate because the departments that are conversant with regulatory issues 

were selected for the survey. The dependent variable for the study is the quality of financial 

statement (QFR) while the independent variable is the regulation of financial reporting 

(RFR). The QFR variable will be measured by company and allied matters act, insurance act, 

rules and regulations, banks and other financial institutions, RFR will be measured by 

relevance, faithful representation, timeliness, verifiability, comparability and 

understandability. The questionnaire contains section A, the socio demographic 

characteristics of the respondent, section B, relevance of financial statement and regulatory 

instruments, section C, faithful representation of financial statements and regulatory 

instruments, section D, timeliness of financial statement and regulatory instruments, section 

E, comparability and understandability of financial statement and regulatory instruments, 

section F, verifiability of financial statements and regulatory instruments, section G, 

regulatory instruments. The data collected was analyzed using regression analysis. 
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𝑄𝐹𝑅 =  𝛽0 +  𝛽1𝐼𝐹𝑅𝑆1 +  𝛽2𝐶𝐴𝑀𝐴2 +  𝛽3𝐼𝐴3 +  𝛽4𝑅𝑅4 +  𝛽5𝐵𝑂𝐹𝐼𝐴5 +  µ 

Where: 

QFR = Quality of financial Statement  

RFR = Regulation of financial reporting  

Β = regression parameters 

IFRS= International Financial Reporting Standards  

CAMA = company and allied matters act 

IA = insurance act 

RR = rules and regulations 

BOFIA = banks and other financial institutions 

 

A piori expectation β>0 
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4. RESULTS AND DISCUSSION OF FINDINGS 
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a. Dependent Variable: QFS 

 

Source Author’s computation, 2020  

The coefficient of the independent variable RFR is positive. There is a direct 

relationship between RFR and QFS. Increase in RFR would result to a 17% 

corresponding increase in QFS. This is indicated by the sign of the coefficient β 

=0.170 >0 from the result β =0.170 >0. Also, R square gives 0.108, which means 

that 11% of change in the QFS can be attributed to RFR. The overall Adjusted R 

square shows that about 9.6% variation in QFS can be attributed to RFR. The 

Significant level is 0.004, meaning that the effect of RFR on QFS is statistically 

significant.  

 

Isabel and Manuel (2015) found out that IFRS adoption has a positive effect on 

information quality, the capital market, analysis to predict, compare and useful 

for taking decision which depends on the country’s characteristics, (i.e. 

enforcement level and companies characteristics Gideon (2016) found out IFRS 

has positive effect on performance of money deposit banks of Return on assets 

but an insignificant impact on Return on Assets.  Euclides and Ana (2009) found 

out that there is a positive and statistically significant association between the 

adoption of IFRS and good corporate governance practice. The study stated that a 

strong enforcement of IFRS adoption have a significant way of enhancing 

corporate governance. 

 

5. CONCLUSION AND RECOMMENDATIONS 

The study has examined the impact of financial reporting regulation on quality of 

financial statement of Nigeria firms. Financial reporting regulation has positive 

significant effect on quality of financial statement of Nigeria firms. Financial 

reporting is the process of gathering data, analyzing, interpreting and 

communicating financial information to users. Nigeria nonetheless the country 

has witnessed several systemic failures in the financial institutions.  Regulation 

of financial reporting has to do with setting standards, monitoring adherence and 

ensuring that infractions are punished.  The standards are instruments used in 

providing rules and principle guiding the preparation and presentation of 

financial statements.  
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It is therefore recommended that in actively enhancing the quality of financial 

statement, there is need for organizations to strive towards projecting completing 

adhering to the provisions of International Financial Reporting Standard (IFRS) 

and other relevant financial standards and legislations. Managers and preparers of 

financial statements should ensure complete adherence to the provisions of IFRS, 

such as ensuring that valuations of assets by professional valuers are regularly 

done. 
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Abstract 
This study investigates the influence of ethical principle compliance on audit quality 

in tertiary institutions in Osun state. The population of the study comprises of 23 

auditors of both private and Government-ownedtertiary institutions in Osun State, 

Nigeria. All the populations were used as sample size. Questionnaires were 

administered to external auditors of the sampled institutions. Data were analysed 

using multiple regression analysis to test the hypothesis of the study. The study 

found that there was a high degree of commitment to the auditors’ professional 

ethics which in turn enhance the quality of audit. The study concluded that 

adherence of ethical standard triggers the quality of audit output. Finally, the study 

recommended that the supervisory authorities and Professional bodies should hold 

training courses, workshops and seminars on auditing standards and rules of ethics, 

of the audit profession. Also, professional bodies should ensure strict adherence to 

ethical decorum in day to day practice of auditing among practicing accountants in 

order to strengthen the role of external auditors in achieving efficiency and the level 

of professional performance in tertiary institutions. 

 

Keywords: Ethical principles, Compliance, Audit quality, Audit standards, 

Professional ethics 

 

1. INTRODUCTION 

Ethical principle represents a set of ethical rules and virtues which are binding to all 

individuals and groups who work in tertiary institutions, through the performance to their 

duties and crafts. These rules of morals and ethics are essential for existence and continuity. 

Therefore, due to the importance of professional ethics and conducts, and to empower the 

professionals to perform their profession fully with sincerity, objectivity, and integrity, 

Auditors, like other professionals need these principles, because the results of their work 

affect their customers, community and others. So, there must be a commitment to the rules of 

ethics and professional conduct to have a constructive influence. What happened to Enron 

Company and their auditors, Arthur Anderson, was not due to the default of the international 

mailto:Heavenisreal36@gmail.com
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accounting criteria or auditing criteria, but the problem falls in the ethics of the profession 

itself (AlQashi, 2005). The need to focus on the subject of this study has become more 

pressing after the breakdowns of giant companies in the global economy. The collapse was 

due to low ethical practices; whether in the plants under auditing or the auditing institutions 

themselves which had asignificant role in the financial crisis prevailing now. The main 

objective of this study is to examine the influence of ethical principle compliance on audit 

quality in tertiary institutions in Osun state.  
 

This paper is partitioned into five sections. Besides the foregoing introduction, section two 

hangs on the literature review under two subheads as thus: Conceptual frameworks and 

Theoretical frameworks, section three discussed the methodology. This is followed by section 

four, that discussed the results and findings while the conclusion and recommendations is 

captured in the last section of the study. 

 

2. LITERATURE REVIEW 

 

2.1 Conceptual Review 

 

2.1.1The Ethical Rules of Auditing Profession: The studies indicate that the existence of 

the ethical conduct is deemed essential for the society building and solidarity, as well as for 

the various work areas including auditing profession. The provision of ethical conduct is an 

essential need to win the trust in the service providers, who possess integrity and objectivity 

in addition to confidence in the financial statements provided (Souza 2004). The study 

conducted by Al-Qashi (2005) pointed out that the fall of Enron Company and its Auditors, 

Arthur Anderson Company, was not due to insufficient prevailing international accounting 

standards or auditing standards, but the ethics of the profession itself. Enron did not adhere to 

the measurement mechanisms and related disclosure of specified targets companies, 

combined with the collusion of its auditors, Arthur Anderson, by not reporting that and made 

clear reports. The verification revealed that Arthur Anderson used to carry out double works; 

the external auditor of Enron and its financial consultant. Furthermore, the auditors, Arthur 

Anderson, represent the Internal Control department of the company; i.e. the auditors were 

mere employees, not independent, for Enron Co. leading them to follow such unethical 

conduct. The study conducted by Abu Hein,  (2005) indicated that the commitment of the 

auditors to the well-known auditing standards, and the rules of professional conduct, with the 

expertise and academically qualified personnel, affect positively, the quality of auditing. The 

Auditors adoption of the quality control criteria and maintaining the independent entity of the 

auditor led to improvement of the services provided by the auditors. A study conducted by 

Issa, (2008) shows that there is a positive relationship between performance audit control, 

independence, objectivity and integrity of auditors and the habituation, skills and quality of 

the auditor.  

 

2.1.2 The Principles of Professional Conduct: The rules of professional conduct aim to 

achieve many targets, (Dahdouh, 2012, and Abdullah, 2000): 

i.Raising the accounting and auditing profession and maintaining its position. 

ii.The development of cooperation among the accountants and auditors in addition to taking 

care of their interests.  

iii. Promotion of tranquility and confidence among those who are concerned in audit and 

accountants services, such as clients and other various groups 

iv. Enforcement of legal terms to provide the efficiency principle and academic and practical 

qualifications of the auditor and his independence at work. 
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In Thunaibat’s (2010) view, the basic principles of professional conduct include the 

followings: integrity, honesty, objectivity, efficiency, professional care, confidentiality, 

professional conduct, independence, dignity (advertising), and conflict of interests, 

contingent fees and gifts. The American Institute of Accountants developed six principles 

that must be met in an auditor namely: accountability, public welfare, objectivity, 

independence, honesty, professional care and the area and nature of service (Arens & 

Loebbecke, 2000; Boyntone & Johnson, 2006) set a bundle of principles for promoting 

ethical conduct in government work, law, business, accounting and press. Among these 

principles are honesty, integrity, keeping promise, loyalty, devotion, fairness, caring for 

others, respect of others, accountability and independence or neutrality (Arens et al 2012; 

Arens & Loebbecke 2000). Mis’ad and Al-Khatib (2009) pointed out that the certified 

accountant must adhere to ethical objectives and professional conducts, namely: 

independence, high-class ethics, objectivity, taking into account the technical criteria of the 

profession and development of efficiency, as well as he must be fair and frank in his 

relationship with the client. The certified auditor also must comply with the professional 

standards that encourage cooperation with his colleagues and place the profession in its high 

position in providing services to the society.  

 

i) Honesty and integrity: the auditor has to be honest and straight in all his professional 

relations; this requires that his name should not be linked to any distorted or misleading 

report or information or accounts prepared with negligence, incomplete or a kind of 

ambiguity leads to misleading report (Thunaibat, 2010). It also includes integrity, honesty, 

fairness and trust (Dahdouh et al, 2012). To keep confidence in the auditor by the public 

opinion, the auditor must perform all the professional responsibilities with the utmost 

integrity (Arens & Loebbecke, 2000). The ethical criteria require integrity in winning 

customers, maintaining the dignity of the profession in addition to the cooperation with his 

colleagues in all matters (Muhammad, 2011). At the completion of the professional work, the 

auditor must be objective, free of conflicts of interest, and his professional judgment is not 

influenced by others (Messier et al, 2006; Mill champ, 1996).  

 

ii) Confidentiality of Information: the auditor must keep the information he possesses 

through his work confidential, and should not disclose such information to any party except 

in certain cases permitted by law and the consent of the customer, or that are required by law 

in the legal disputes, reports to the competent agencies concerned in case of legal violations, 

or as a professional requirement in response to the requirements ethical or standards 

requirements for the protection of the interests of the auditor, or in the case of quality control 

and peer review (Thunaibat, 2010).  

 

iii) Independence: The practicing auditor must be virtually and in appearance, 

independent when doing professional works, where that independence is considered the 

backbone of exercising auditing profession. The auditor must execute his duty with dignity, 

objectivity and full intellectual independence (Al-Tamimi, 2006). The audit committee shall 

be responsible for assisting the auditor to maintain neutrality and independence from the 

administration (Arens et al., 2003). The audit committee consists of 3-5 members and up to 7 

of the members of the Board of Directors, without the non-executive directors (Arens, 2006). 

Independence is affected by many things; for example, a) the auditor must not have direct 

financial or non-materialistic relation with the institution being audited, being a director or a 

member of the Board of Directors of the company or a founder in certain public company 

(Al-Tamimi, 2005). Researchers believe that the auditor’s independence constitutes the 
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essence and basic foundation on which the process of auditing, representing intellectual 

condition to the auditor to be free of all personal, external and organizational constraints 

which hinder his job performance. This is connected to the ethical conduct of the auditor. 

 

2.1.3 Quality of Auditing 

i) The Concept of Audit Quality: De Angelo was one of the early researchers who 

worked on the definition of auditing quality. He defined it as the probability condition that 

the auditor detects errors and gaps in the accounting system of the client and recording that in 

his audit report (Abu Hein, 2005). While Willingham and Jacobson have suggested that the 

best way to identify the quality of auditing is by linking the process with its risk, thus it will 

be whenever the certified accountant reduces the detection risk to the extent of where the 

acceptable audit risk is low, to the lowest point as possible. He recommended five main 

groups interested in the concept of the quality of auditing, namely: authors of financial lists, 

external users, organizers of the profession, and members of the profession of accounting and 

auditing, and members of audit offices (Abu Hein, 2005). The concept includes the ability of 

the auditor to detect and remove core errors and violations in the net income, which is 

disclosed by the financial lists, and the possibility that the auditor may not issue a clean 

report in financial lists containing substantial errors. The concept means in the viewpoint of 

many professional organizations as the commitment of auditors to the professional standards 

issued by these organizations (Issa, 2008).  

 

ii) The Importance of Audit Quality: The importance of audit quality is associated 

with the outputs of the auditing process, represented in the auditors’ report, on which many 

external users depend on for decision making, thus the auditing quality is a common interest 

of all beneficiaries from the audit, including the auditor, company and banks managements, 

creditors, associations, and institutions organizing the profession. In addition to the above, the 

adoption of the system to control the quality of auditing works could achieve many 

advantages and characteristics (Abu Hein, 2005), including Giving reasonable assurance that 

the services and job performed by the auditing office are in line with the professional 

requirements and auditing standards generally accepted.  

 

 

i  Improving auditing program by following the instructions and guidance issued in this 

regard. 

ii  Following the audit quality methods assists in winning new clients to the auditing office 

and maintaining them. 

iii The high level of reliability in auditing jobs means free financial lists of fundamental 

errors. 

iv  The high-quality audit can be considered a part of the owners control system of their 

inability to have direct control of the management conducts 

v  The auditing quality is deemed one of the important topics that lead to the progression of 

the auditing profession with the advanced level of professional performance of the 

auditing offices. 

 

2.2. Theoretical Framework 

This study is anchored on the stakeholder theory. The stakeholder theory evolved from the 

agency theory. The agency theory sees any modern organization as an aggregation of the 

interactions between the principals and their agents. The principals are the shareholders who 

are the owners of the entity while the agents are the managers who are usually the experts 

with control over the day-to-day affairs of the entity. This relationship, as is observed by 



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

196 
  

analysts, creates information asymmetry with the managers having information advantage. 

This creates the need for proper monitoring which has brought to the fore role of the auditor, 

who is required to provide an independent examination of the affairs of the entity so as to be 

able to express an opinion on the financial statements of the entity. Such expressed opinion 

by the auditor is the basis for “faith” and “confidence” in the financial statements.  

The stakeholder theory is a natural extension of the agency theory. The theory holds that 

every entity involves the interactions of more than the principals and their agents. Such 

relationships will also involve the interaction of everyone with a stake in the affairs of the 

entity: the host community, creditors, bankers, government and others. This means that there 

is greater information demand on the entity; this therefore places greater demands on the 

auditor to ensure the representativeness of the financial statements (Freeman, 1984; Jones & 

Wicks, 1999; Donaldson and Preston, 1995; Jones, 1995). 

 

3. METHODOLOGY 

 

This study employs the quantitative method to conduct this research. The quantitative method 

paves the way for the collection of data using a questionnaire. It generates numerical data that 

can thereafterbe converted into numbers. Also, it can work with a large population, thus 

making it possible to generalize the results of the study. 

 

The population of this study consists of 23 auditors of both private and Government-owned 

tertiary institutions. All the populations were used as the sample size. In order to achieve the 

objectives of this study, questionnaires were developed through the review of the theoretical 

literature on the ethics of auditing profession and the rules of professional conduct from 

relevant previous studies. These were based on Likert Scale quintet, ranging from 5 

representing “very important influence”, 4 represents “Important influence”, 3 represents 

“Medium influence”, 2 represents “unimportant influence” and 1 represents “no influence”. 

23 copies of questionnaires administered were responded to and used for the analysis in this 

study. 

In order to investigate the influence of independent variable on dependent variables, the study 

utilized the model below: 

Model Specification 

AQ = F (EP) 

AQ = F (CHI, IPI, CCI) 

AQ = βo + β1CHI + β2IPI + β3CCI + α 

Where: 

 AQ = Audit Quality 

 EP = Ethical Principle 

 CHI = Commitment to honesty and integrity 

 IPI = Independence and Professional Independence 

 CCI =Commitment to confidentiality of Information 

 α = error term 
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4. RESULTS AND CONCLUSION 

 

Reliability test 

Table 1 shows the Cronbach’s Alpha coefficients which have been calculated to determine 

the internal consistency of the research instruments.  Table 1 shows that the Cronbach’s 

Alpha Coefficients were greater or equal to 0.6. 

 

Table 1: Reliability Statistics 
Variables Items Cronbach’s Alpha 

Commitment to honesty and integrity on audit quality (CHI) 6 0.7304 

Independence and professional independence on audit quality(IPI) 5 0.8475 

Commitment to confidentiality of information on the 

quality of audit (CCI) 

2 0.6741 

Source: Researcher’s computation, 2020 

 

The influence of the auditor’s commitment to integrity and honesty on the quality of 

audit 

 

Table 2 shows the mean and standard deviations and the degree of respondents’ answers 

agreement of the measurement items of the auditor commitment to integrity and honesty 

on the quality of audit.  

 

Table2: Commitment to integrity and honesty on the quality of audit (n = 23) 
No.  Items Mean  

Standard 

deviation  
Rank  

Level of 

Agreement 

1. 
Auditor has to be honest and faithful.  4.52  0.67  4  High  

2. 

Auditor has to be trustworthy, keep promises and contracts 

and implement the obligations.    

4.59  0.63  1  High  

3. 

Auditor must be careful that his name is not linked to any 

reports or information containing distorted or misleading 

date or accounts prepared negligently or incomplete or 

include ambiguity lead to misleading.   

4.52  0.69  3  High  

4. 
Auditor has to be good example to his assistants and 

subordinates.  

4.19  0.73  11  High  

5. 

Auditor has not to accept any gifts or donations which 

detract from his objectivity, integrity and professional 

judgment.  

4.22  0.88  10  High  
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6. 

Presenting and providing information, judgments and 

professional opinions, truthfully and transparent, whether 

positive or negative content  

4.46  0.66  5  High  

 
Total  4.38  0.37  

---  
High  

 Source: Researcher’s computation, 2020 

 

In table 2, it has been noted that high agreement degree on the influence of auditor 

commitment to integrity and objectivity on the quality of auditing with arithmetic average of 

the answers being (4.38) and standard deviation (0.37). The agreement degree on all the 

items was high. Researchers noticed that the highest average of answers was to item No (2), 

which states that “Auditor has to be trustworthy, keep promises and contracts and implement 

the obligations”  at an average answers (4.59) with standard deviation (0.63), while the 

lowest average answers were to item (4) which states “Auditor has to be a good example to 

his assistants and subordinates.” had an average (4.19) with standard deviation (0.73). 

 

The influence of the auditor independence and his professional neutrality on the quality 

of audit 

Table 3 shows the mean and standard deviations and the degree of agreement of the study 

sample respondents’ answers on the items of the measurement of the influence of the auditor 

independence and his professional neutrality on the quality of auditing.  

 

Table 3: Independence and professional neutrality on the quality of audit 
No.  Items Mean  

Standard 

deviation  
Rank  

Level of 

Agreement 

7. 

Auditor has to be independent in fact and in appearance 

when performing his professional work    
4.41  0.69  1  High  

8. 

Auditor has to be a non-biased (neutral), free of conflict 

of interests and his professional judgment is not affected 

by others.   
4.37  0.73  2  High  

9. 

The absence of the family interests where the auditor 

would be in conflict of his interests and interest of 

beneficiary of his services or financial interests of his 

relatives endanger his independence.   

4.09  0.85  10  High  

10. 

He must not be a member of the management, a manager, 

a member of the Board of Directors or founder of a public 

company.  
4.19  0.85  8  High  

11. The auditor provides no other financial service to the client, 

(such as bookkeeping), threatens his objectivity in the 

performance of his duties. 

4.24  0.89  4  High  

 
Total  

4.24  0.53  ---  High  

 Source: Researcher’s computation, 2020 

 

Table 3 reveals a high degree of agreement on the influence of the auditor’s independence on 

the quality of auditing, with arithmetic average of the whole answers for the scale (4.24 %), 

with standard deviation (0.53). The agreement was so high on the Items. Researchers believe 

that the result is logical and can be interpreted through the independence of the auditor, 
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which is deemed the backbone and the essence of auditing, besides it is a prerequisite to 

maintain the objectivity of the auditor, making him to implement his work independently free 

from conflicts of interest or the influence of external pressures or threats that affect his 

independence to express his professional judgment. The table shows that the highest average 

answers is on Item No (7) which states “To be independent in fact and appearance when 

performing his professional work"  with average (4.41) and standard deviation (0.69), while 

the lowest average of the answers was on  Item No. (9), which states “The absence of the 

family interests where the auditor’s interests and interest of beneficiary of his services or 

financial interests of his relatives endanger his independence "with average (4.09) and 

standard deviation (0.85).  

 

The influence of the auditor’s commitment to the confidentiality of information he 

acquainted on the quality of audit 

Table 4 Arithmetic averages, standard deviations and degree of agreement of a study 

sample answers to the Items to measure the influence of the auditor’s commitment to keep 

the information of the client he acquainted confidential on the quality of audit.  
 

Table 4: Auditor’s commitment to the confidentiality of information he acquainted on 

the quality of audit (n = 23) 
No  Item  arithmetic 

average  
Standard 

deviation  
Rank  

Level of 

Agreement 

12   The auditor must keep the information he comes to 

know during the performance of his duties confidential 

and not to disclose the same except to legal, 

professional or ethical requests.    

4.33  0.75  

2  High  

13  The auditor must avoid the exploitation of the 

customer’s information he acquainted for personal 

benefits or interest of others.  

4.43  0.74  

1  High  

 Total  4.38  0.56  
---  High  

 Source: Researcher’s computation, 2020 

 

It has been noticed in table 4 the high agreement degree on the statement “the influence of 

the auditor’s commitment to keep the customer information he acquainted confidential” with 

average (4.38) and standard deviation (0.56). This result can be explained that the auditor 

keeping the customer information confidential creates confidence with the auditor by the 

customers and others. The degree of agreement on all the Items was high; the highest average 

was on the Item (13), which states “The auditor must avoid the exploitation of the customer’s 

information he acquainted for personal benefits or interest of others”, with average (4.43) and 

standard deviation (0.74). While the lowest average was the responses to Item (12), which 

states “The auditor must keep the information he comes to know during the performance of 

his duties confidential and not to disclose the same except to legal, professional or ethical 

requests”, with average (4.33) and standard deviation (0.75).   

Hypotheses Testing 

H1: There is no significant influence of auditor’s commitment to integrity and honesty on the 

quality of audit.   
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H2: There is no significant influence of auditor’s independence and his professional 

neutrality on the quality of audit.  

 

H3: There is no significant influence of auditor’s commitment to confidentiality of 

information on the quality of audit.  

 

Table 5: The T-Test Statistics 

Hypotheses  
Mean  standard 

deviation  

(t) value 

calculated  

Degree of  

freedom  

statistical 

significance  

Comment 

There is no significant influence of 

auditor’s commitment to integrity and 

honesty on the quality of audit.  
4.38  0.37  27.198  53  0.000 *  Accepted  

There is no significant influence of 

auditor’s independence and his 

professional neutrality on the quality of 

audit. 

4.24  0.53  17.153  53  0.000 *   Accepted 

There is no significant influence of 

auditor’s commitment to confidentiality 

of information on the quality of audit. 4.38  0.56  18.188   53   0.000 *   Accepted 

* Differences of statistical significance at the level of (0.05≥ α).  

 

The results of t-Test of one sample shows differential of statistical significance at the level 

(0.05≥ α) between the averages of answers to each variable of the study five variables and the 

average of the default scale (3). T calculated value is higher than the critical T (tabular T) 

which value is (2.006), at level (0.05), with degree of freedom (53). Thus, all the study 

hypotheses were statistically accepted.  

 

Table 6: The results of the multiple regression analysis 

Constructs  
R  R² 

Coefficient  

Unstandardized 

Beta 

Standardized 

Beta  
t- value   Sig 

Auditor’s commitment to 

honesty and integrity  

0.984  96.8%  

0.299  0.267  5.590  0.000  

Auditor’s professional 

Independence and neutrality 
0.235  0.297  6.552  0.000  

Auditor’s Commitment to 

customer’s information 

confidential 

0.093  0.124  3.518  0.001  

* The Influence of statistical significance at the significance level (0.05≥ α).  

 

The results of the multiple regression analysis show that there is influence of statistical 

significance at the level of (0.05≥ α) for the five independent variables on the quality of the 

audit. We also note that the five variables in data of the table explain/ construe (96.8%) of the 

variance in quality of auditing.   

 

The Betacoefficient values indicate that auditor’s professional independent variables have the 

highest influence on the quality of auditing, while auditor’s Commitment to honesty and 

integrity is the second in rank. Auditor’s Commitment to information confidentiality is the 

third.   Based on the findings of this study, it can be deduced that there is a correlation 
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between the commitment of the auditor to the code of conduct and ethics of audit and audit 

quality and that the commitment of the auditor to the code of conduct and ethics of audit has 

positive influence on financial information provided by the auditor and makes it, 

characterized by inclusiveness, effectiveness and efficiency. Hence, the commitment of the 

auditor to the code of conduct and ethics contribute to the lifting of the audit quality. 

 

  

5. CONCLUSION AND RECOMMENDATIONS 

This study examined the commitment of auditor to ethics and rules of professional conduct 

and its influence on audit quality, considering it as one of the events that was accompanied 

with many research, discussion and issuance of laws related to protecting the profession of 

accounting and auditing, which enhance the importance of talking about the subject of work 

ethics and giving it more research and study. The descriptive analysis approach was adopted, 

which mainly depends on induction methodology by inducting studies and researchers aimed 

in this study to explain and analyze the influence of compliance of auditors to ethics and rules 

of professional conduct. 

This study hereby recommends: 

i. that the supervisory authorities and Professional bodies should hold training courses, 

workshops and seminars on auditing standards and rules of ethics, of the audit 

profession. 

ii.  adoption of the subject of commitment to the code of ethics of accounting and audit 

as an independent subject in the academic majors; 

iii. renewal of the code of conduct and ethics of audit in a way that conforms to the 

developments that occurred in the audit profession; 

iv. that the supervisory authorities and Professional bodies should hold training courses, 

workshops and seminars on auditing standards and rules of ethics, of the audit 

profession. 

v. The promotion of scientific efficiency and skills of the auditors by encouraging them 

to participate in conferences and symposiums held by professional bodies concerned. 
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Abstract 
 

The study investigates the effect of intellectual capital and corporate governance on the 

performance of the quoted non-financial company in Nigeria. The study used a panel data 

obtained from 50 listed companies over the period 2007 to 2017. Fixed effect model 

technique was employed to test the relationship among the variables. The Hausman test 

suggests the fixed-effect model. Results showed that both intellectual capital and corporate 

governance drive financial performance as the relationship is found significant in all 

components. The study reduces the dearth of previous research on intellectual capital in 

emerging markets regarding the significant role that can be played by corporate 

governance.Development of knowledge-based strategies to increase efficiency of intellectual 

capital and compliance with relevant corporate governance by all the quoted companies in 

Nigeria is suggested.  

 

Keywords:Intellectual Capital, Corporate Governance, Non-financial Company, Financial  

      Performance, Nigeria 

 

1. INTRODUCTION 
 

Overtime, financial reporting entities have always placed much more emphasis on financial 

reporting with little or no attention given to intellectual capital believed to have contributed 

immensely to the company performance (Boujelbene and Affes, 2013). In the modern-day 

economy, both tangible and intangible assets are duly recognized as part of the determinants 

of a company’s annual financial performance. It has also been argued in the literature that for 

a firm to gain competitive advantage, value creation, sustainabilityand improve profitability it 

must incorporate intangible assets (intellectual capital) in the metrics of its corporate 

performance (Mirza & Javed, 2013).   

 

Business entities are aggressively investing in human resources in this age of globalization 

and there is a clear indication of the significance and potentiality in terms of value addition in 

Nigeria. The Nigeria Petroleum Development Company (NPDC), Exxon Mobil, Access Bank 

Plc., Unilever Plc, Chevron Plc., are the leading firms. For instance, over N40 million was 

invested in 2008 in the training of Unilever Plc's employees. Exxon's main business unit 

spent $117 million in workforce preparation in 2014 to retain its strategic edge in the industry 

mailto:adesanmi.adegbayibi@aaua.edu.ng
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(ExxonMobil Corporate Citizenship Report, 2014). The recent trends in the world as it relates 

to the development of the knowledge-based economy, as well as economic events (such as 

economic crisis, constant innovation and so on) is a pointer to the need for investment in 

intellectual capital and such investment in Nigeria and international community have made 

competition intense among both local and multinational business corporations.  
 

However, the low performance of Nigerian firms despite investment in intellectual capital 

still remains a major concern. Though, in spite of the essentiality of intellectual capital, extant 

literature shows that the results from empirical research remained mixed. For example, 

studies such as Seng & Whiting, (2011); Alipour (2012) report that intellectual capital 

significantly affects firm efficiency whereas Chan (2009); Firer & Williams, (2003) etc do 

not at all report any significant relationship. The findings differ in relation to the formula 

used for calculating human capital or the country's economic growth. It has also been 

reported that investing in human capital is not a guarantee of high performance except 

corporate governance mechanism is put in place to ensure efficient and effective management 

of organization’s resources.  

 

It is clear in the literature the significant role that can be played by corporate governance in 

driving economic value and enhancing performance of economic units. Firms must be 

efficient to ensure effective decision making and management of economic resources which 

is key and crucial to the attainment of organizational goal. Today, the relationship between 

investment decisions, either physical or intellectual capital, and performance is seen to be 

strengthened with the presence of corporate governance. The adoption of measurable 

corporate governance mechanism helps in investment strategy that increases and improves 

performance. 
 

Today, evidence on influence of intellectual capital on performance in literature is extensive 

particularly in developing economies Nigeria inclusive. However, studies in developed 

economies have shown the significant role of corporate governance in strengthening the 

relationship between intellectual capital and performance (Shoab & Aslam, 2018; Aslam, et 

al., 2018). Interestingly, the results in the literature have been so consistent. In Nigeria, there 

is ongoing campaign for the need to entrench corporate governance as a control strategy and 

impetus towards attaining organization’s goals. Studies have confirmed a structural shift in 

corporate governance and high level of compliance among firms in Nigeria (Akinkoye and 

Olasanmi, 2014) while studies have also shown a huge investment in intellectual capital in 

Nigeria, the extent to which corporate governance has strengthen the relationship is yet to be 

explored, hence the need for this study. 
 

The remainder of this paper is organised as follows:In section two, we discuss the literature 

review of the study. Section three explains the methodology and section four deals with 

findings and discussion of results. The study is concluded in section five. 

 

2. LITERATURE REVIEW 
 

 
 

Intellectual capital refers to knowledge-based assets which the organization focuses on to 

increase its efficiency of the financial performance. It is further categorized into human, 

structural and customer capital. Human capital is the mixture of innate legacy, education, 

experience and attitude about life and business, structural capital in the form of managerial 

procedures is the serious connection which allow intellectual capital to be dignified 

organization level while customer or relational capital is the combination of assets used by 

business in relating with its past, present and potential customers, with its network of 
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suppliers or research and development partners, in addition to the perceptions and views that 

they hold about the company (Brannstrom& Giuliani, 2009).  
 

According to OECD (2004), corporate governance is the relationship that exists between the 

owners, management and other relevant stakeholders of a firm, which influences the 

formation of its objectives and how performance is measured. Bezawada (2020) defined 

corporate governance as the organizational structure that seeks to enhance the achievement of 

corporate objectives. 
 

Performance of firms is of great essence to stakeholders, investors and the economic 

situation. In the view of Raza Farhan and Akram, (2011), financial performance of a firm is 

known for its strength to make profit, enhance the worth of deployed money and also make a 

return in its short and long-term liabilities. This, then encourage more investments and bring 

about economic development. Conversely, poor performance could cause to let-down and 

issues which have bad repercussion on the economic development (Ongore, 2013).  
 

Firm performance measures the strength of the company to create profitable revenue out of 

its assets and the ratios include; the rate of Return on firm Equity (ROE), Return on Assets 

(ROA), net income and operating profit margin. However, from the perspective of the firm 

for the purpose of this study, financial performance is considered the profit of a firm before 

tax in relation to its assets. 

 
 

Knowledge-Based theory was employed which has been considered as the most strategic 

source of an organization competitive advantage which enhances performance. Knowledge is 

core productive to the strategy of the enterprise because it has vital consequences on how 

organizations make use of information technology and how they are managed. If intellectual 

and knowledge-based activities are the very heart of an organization, then the role of 

managers should be focused more on how well to manage workers that are knowledgeable. 

Thus, the long-term strategy of the firm should also be focused on strengthening its ‘core’ 

knowledge competencies and building the knowledge base.  
 

 

Olayiwola (2018) studied the influence of corporate governance on the profitability of 10 

quoted firms in Nigeria spanned from 2010 to 2016 using regression analysis techniques. The 

corporate governance was proxied with board size, audit committee size and board 

composition while profitability was proxied with net profit margin. The study revealed that 

board size had a strong negative relationship with net profit margin, board composition had a 

significant positive correlation with net profit margin, audit committee size had an 

insignificant correlation with net profit margin and board size, audit group size and board 

composition had a significant joint effect on net profit margin. The study concluded that 

smaller board size increase performance and the board composition ought to consist more of 

the non- executive directors while the audit committee also should be reviewed from time to 

time.   

  

Moreso, Aslam, Ahmad, Amin, Usman and Arif (2018) carried out an international 

investigation on the effect of corporate governance and intellectual capitalon firm’s 

performance and corporate social responsibility disclosures in Australia. Their study 

employed Structural Equation Modelling for 10 different sectors with 26 industry group in 

year 2014 and concluded that both corporate governance and intellectual capital are 

associated with improved firms’ financial performance.  

 
 

Shahveisi and Khairollahi (2017) undertook an empirical research on the connection among 

different ownership types on intellectual capital of 100 quoted companies in Iran from year 
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2005 to 2009 using both correlation and multiple regression analysis techniques. Their results 

showed strong connection among institutional, concentration ownership and intellectual 

capital performance. 

 

Obigbemi, Mukoro, Adetula and Owolabi (2016) looked at the role of corporate governance 

mechanisms on the performance of listed 137 firms in Nigeria from year 2003 to 2010 using 

regression analysis techniques. Their study used Return on Asset, board characteristics, 

management ownership, block ownership, duality of Chairman and Chief Executive Officer 

post were used as proxy for corporate governance mechanisms. Findings revealed strong 

connection among board characteristics and management ownership with performance of 

companies in Nigeria with negative relationship among block ownership, Chief Executive 

Officer post and performance of companies in Nigeria.  

 
 

3. METHODOLOGY 
 

The study used panel data collected from annual reports of selected Nigerian non-financial 

companies. The details were obtained from the audited financial statements and the 

publication of Nigerian stock exchange (Factbooks) for the period 2007 to 2017. Data on 

related intellectual capital, corporate governance and financial variables, including 

institutional capital, consumer capital, board features, ownership and return on assets were 

obtained and analysed using multiple regression analysis. 

 
 

Model Specification 
 

This study employed baseline model adapted from Ahangar (2011) and Kurfi et al. (2017) 

which was in line with the Knowledge-based Theory. The baseline model functional 

relationship among performance, intellectual capital and corporate governancewas given in 

the model below: 

𝑃. 𝐼 = 𝑓(𝐼𝐶, 𝐶𝐺)                                                                                                                                  (1) 

Where 𝑃. 𝐼 represents performance indicator variables, IC represents Intellectual Capital. For 

the study, the performance indicator variable is Return on Asset (ROA) while VAIC 

represents intellectual capital vector. The intellectual capital is proxied by vector Value 

Added Intellectual Coefficient. CG represents Corporate Governance and was captured as     

Audit Committee Size (AS), Board Size (BS), ProportionofAttendancein meeting (BMT), 

Audit Committee Meeting (ACM), Proportion of Independent Directors in the Audit and Risk 

Committee (BIND_AR) and Log of Managerial Ownership Structure (LMO). 
 

 The performance indicator of ROA resulted into equation 2  
 

𝑅𝑂𝐴𝑖𝑡 = f (𝑉𝐴𝐼𝐶𝑇𝑀 ) ⃗⃗ ⃗⃗ ⃗⃗ ⃗⃗ ⃗⃗ ⃗⃗ ⃗⃗ ⃗⃗ ⃗⃗ ⃗⃗ ⃗⃗ ⃗⃗  ⃗                                                                                                                 (2) 
 

The vector is decomposed into Human Capital Efficiency (HCE), Structural Capital 

Efficiency (SCE) and Capital Employed Efficiency (CEE).  

The model is given as:     

 𝑅𝑂𝐴𝑖𝑡= 𝛽0 + 𝛽1𝐻𝐶𝐸𝑖𝑡 + 𝛽2𝑆𝐶𝐸𝑖𝑡 + 𝛽3𝐶𝐸𝐸𝑖𝑡 + 𝑒𝑖𝑡(3) 

This model is further expanded with the inclusion of Corporate Governance variables and the 

control variables in line with the study of Kurfi et al., 2017 and Nwaiwu & Nwaekpe (2018). 

This result into the equation below: 
 

𝑅𝑂𝐴𝑖𝑡 = 𝛽0 + 𝛽1𝐴𝑆𝑖𝑡 + 𝛽2𝐵𝑆𝑖𝑡 + 𝛽3𝐴𝐶𝑀𝑖𝑡 + 𝛽4𝐵𝑀𝑇𝑖𝑡

+ 𝛽5𝐵𝐼𝑁𝐷𝐴𝑅𝑖𝑡
+𝛽6𝐿𝑀𝑂𝑖𝑡 + 𝛽7𝐴𝐺𝐸𝑖𝑡 + 𝛽8 𝐿𝐸𝑉𝑖𝑡 + 𝛽9 𝐹𝐼𝑅𝑀𝑆𝐼𝑍𝐸𝐼

𝑖𝑡

+ 𝛽10𝐻𝐶𝐸𝑖𝑡 + 𝛽11𝑆𝐶𝐸𝑖𝑡 + 𝛽12𝐶𝐸𝐸𝑖𝑡 + 𝑒𝑖𝑡(4) 
 

Where: 
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ROA =Return on Asset 

HCE =Human Capital Efficiency  

SCE =Structural Capital Efficiency  

CEE =Capital Employed Efficiency  

AS =Audit Committee Size 

BS =Board Size 

BMT=ProportionofAttendancein meeting 

ACM=Audit Committee Meeting  

BIND_AR=Proportion of Independent Directors in the Audit and Risk Committee 

LMO=Log of Managerial Ownership Structure 

AGE=the numbers of years the companies are in operation 

LEV =Leverage is total debt to equityratio 

FIRM_SIZE= the natural logarithm of total asset 

 

Also, for the purpose of this paper apriori expectation based on theoretical prediction among 

intellectual capital, corporate governance and performance is mixed as shown below was 

used to achieve the research objective which in turn was tested. 

 

Model Predictions to be tested (Apriori expectation) 

Variable Expected Sign 

Audit Committee Size (AS) 
 

+ /− 

Board Size (BS) + /− 

ProportionofAttendancein meeting (BMT)  + /− 

Audit Committee Meeting (ACM) + /− 

Proportion of Independent Directors in the 

Audit and Risk Committee (BIND_AR) 
+ /− 

Log of Managerial Ownership Structure (LMO) 

 

+ /− 

The numbers of years the companies are in 

operation (AGE)  

+ /− 

the natural logarithm of total asset FIRM_ SIZE + /− 

Leverage is total debt to equityratio  (LEV) + /− 

Human Capital Efficiency (HCE) + /− 

Structural Capital Efficiency (SCE) + /− 

Capital Employed Efficiency (CEE) 
 

+ /− 

Performance (ROA) + /− 
 

 

 

4. RESULTS AND DISCUSSION OF FINDINGS 
 

Descriptive Statistics of the Variables 
 

This section provides an analytical account of the relationship subsisting among the variables.  
 

Table 1 presents the descriptive analysis of the data.Audit committee size (AS) had a Mean 

value of 5.444, a median of 6.00 coupled with a maximum and minimum value of 8.00 and 

0.000 respectively. This, therefore, means that the values are too closely netted due to the 

nature of the variables. In the same vein, the mean and median of Audit committee meetings 
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(ACM) are 3.45 and 4.00 respectively with a maximum and minimum value of 8.00 and 

0.0000. Also, its standard deviation is 0.944 and skewness is 0.122 while the Kurtosis is 5.56. 

The board meeting (BMT) mean value is 3.62 while the median is 4.00. The standard 

deviation BMT indicates a low level of dispersion among the firms, while LEV reported one 

of the highest levels of dispersion in the sampled firms with a mean of 2.20 and a median of 

1.3059. The age of the firm was expected to be dispersed. The variable report means of 47 

years and a median of 48 years over the sampled period.  The board size (BS) also report a 

low level of dispersion owing to the strict regulation prevailing the corporate governance 

structures of most companies in Nigeria. 

 

Table 1: Descriptive Statistics of the variables 

  Mean  Median  Maximum  Minimum  Std. Dev. Skewness  Kurtosis Observations 

ROA  0.077  0.046  7.856 -3.505  0.454  7.867  165.994  550 

ACM  3.459  4.000  8.000  0.000  0.944  0.122  5.568  550 

AGE  47.146  48.000  94.000  2.000  20.316  0.100  2.703  550 

AS  5.444  6.000  8.000  0.000  1.004 -1.574  6.340  550 

BIND_AR  5.595  5.000  15.000  0.000  2.135  0.381  3.915  550 

BMT  3.627  4.000  9.000  0.000  2.064 -0.564  2.605  550 

BS  8.924  9.000  18.000  0.000  2.482  0.465  3.742  550 

CEE -0.021  0.000  10.639 -11.858  1.137 -0.320  43.405  550 

FIRM_SIZE  16.526  16.539  23.926  7.853  1.961  0.067  4.413  550 

HCE  0.686  0.193  40.408 -45.136  5.601 -0.622  32.061  550 

LEV  2.203  1.305  71.572 -34.299  6.146  5.472  61.107  550 

LMO  15.433  15.662  20.999  8.619  2.949 -0.007  2.101  550 

SCE  0.567  0.921  15.713 -13.352  1.743  0.061  24.550  550 

The table includes descriptive information on the variables used in the analysis. 
 

Source: Author’s Computation (2020). 

 

Correlation 

The correlation matrix shows the relationship between the dependent and the independent 

variables. The result also shows the relationship that exists between the independent variables 

and further shows symptoms of multi-collinearity if any. The result obtained shows that there 

exists a relationship between the dependent variable and the independent variables which 

signifies that the independent variables can influence or affect the dependent variables. Table 

2 demonstrates that the regressors are not multi-collinear. 
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Table 2: Correlation 
Correlation             

Probability ROA  ACM  AGE  AS  BIND_AR  BMT  BS  CEE  FIRM_SIZE   HCE  LEV  LMO  SCE  

ROA  1.0000             

 -----              

ACM  0.0114 1.0000            

 (0.8532) -----             

AGE  0.0159 0.2787 1.0000           

 (0.7970) (0.0000)* -----            

AS  0.0786 0.4372 0.2498 1.0000          

 (0.2029 (0.0000)* 

(0.0000)

* -----           

BIND_AR  0.0698 0.1773 0.0200 0.2244 1.0000         

 (0.2580) (0.0038)* (0.7458) (0.0002)* -----          

BMT  0.0937 0.2728 0.2938 0.5378 0.1254 1.0000        

 (0.1286) (0.0000)* 

(0.0000)

* (0.0000)* (0.0416)* -----         

BS  -0.0057 0.2494 0.1578 0.4637 0.6166 0.2398 1.0000       

 (0.9262) (0.0000)* 

(0.0102)

* (0.0000)* (0.0000)* (0.0001)* -----        

CEE  0.1368 0.0011 0.0192 0.0585 0.0245 0.1035 -0.0044 1.0000      

 (0.0262)* (0.9845) (0.7550) (0.3436) (0.6918) (0.0932) (0.9428) -----       

FIRM_SIZE  -0.0354 0.2866 0.1555 0.4240 0.1249 0.2188 0.3462 0.0297 1.0000     

 (0.5665) (0.0000)* 

(0.0114)

* (0.0000) (0.0425)* (0.0003)* (0.0000)* (0.6301) -----      

HCE  -0.0713 0.0963 0.0186 0.0490 0.0473 0.0162 -0.0046 -0.0577 0.0638 1.0000    

 (0.2483) (0.1182) (0.7635) (0.4273) (0.4436) (0.7929) (0.9398) (0.3502) (0.3010) -----     

LEV  0.0025 0.0233 0.1043 -0.0791 -0.0384 0.0409 -0.0680 -0.4873 0.1070 0.0271 1.0000   

 (0.9676) (0.7062) (0.0908) (0.1997) (0.5345) (0.5077) (0.2707) 

(0.0000)

* (0.0824) (0.6604) -----    

LMO  -0.1352 -0.1121 -0.3491 -0.0361 0.0665 -0.1289 0.1064 -0.0855 -0.1077 0.0019 -0.1316 1.0000  

 (0.0280) (0.0689) 

(0.0000)

* (0.5585) (0.2810) (0.0362)* (0.0843) (0.1656) (0.0805) (0.9754) (0.0325)* -----   

SCE  -0.0148 -0.0537 -0.0423 -0.016 -0.0092 -0.0371 -0.0502 0.0749 0.0672 -0.0138 -0.0495 0.0662 1.0000 

 (0.8106) (0.3848) (0.4929) (0.7914) (0.8817) (0.5478) (0.4163) (0.2247) (0.2763) (0.8225) (0.4223) (0.2807) -----  

The results of the analysis of the explicatory variables are shown in this table. The results indicated that the variables were not exhibiting serious 

correlation with one another. This informed the inclusion of all the explanatory variables in the model. 

Source: Author’s Computation (2020)
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Regression Results 

Table 3 presents the regression results of the effect of intellectual capital and corporate 

governance on the performance of quoted non-financial companies in Nigeria. The model was 

estimated using the Fixed Effect and Random effect assumption. 50 quoted non-financial 

companies from 2007 to 2017 were sampled. ROAwas used as a measure of performance. 

Corporate Governance Variables were Audit Committee Size (AS), Board Size (BS), Audit 

Committee Meeting (ACM), BIND_AR and Log of Managerial Ownership Structure (LMO).  

However, to reduce the tendency of weak parameters, to provide the best model estimates for 

data (see Table 4 for results), Hausman testing for correlated ROA effects was performed and 

consider if the difference in estimates for random and fixed effect models is sufficient to cause 

model parameters to be biased. The Hausman test rejects the null hypotheses that the non-

observed variability of the business is incompatible with the explanatory variables and so, the 

study employed the Fixed Effect Method (FEM) which is the most appropriate model to interpret 

the result of the analysis. 

 

Human Capital Efficiency (HCE) showed a value of 0.1068, which implied that it had a positive 

relationship with ROA (t=2.3284, p<0.05). This showed that the non-financial company listed at 

the NSE in 2007-2017 had an average of 0.1068 funds for the labors that can create value-added. 

The positive relationship between ROA and HCE indicated ability of Human Capital to 

efficiently aid profitability and create value in the company. Furthermore, efficient usage of 

human capital results in strategic advantages that eventually improve financial efficiency and 

market value while Structural Capital Efficiency (SCE) showed an average coefficient of 0.3802. 

The variable had a positive relationship with ROA (t=2.3288, p<0.05). This showed that SCE 

contributes 0.3802 in the firm value creation. Capital employed efficiency (CEE) had a positive 

significant effect on ROA (t=12.9183, p<0.05). This indicated that high value of CEE leads to 

increasing profitability in non-financial firms of Nigeria. The audit committee size had positive 

significant effect on ROA (t=3.0036, p<0.05). The rise in the number of audit committee 

members can increase the skills variations and capabilities of the audit committee and board in 

general.  

 

Firm size also had a negative ROA relation (t=5,5778, p<0.05) and a leverage ratio with ROA 

(t=4,5052, p<0,05). Positive ROA relationship was found on the board size (t=2.9615, p<0.05). 

A greater board size ensures effective management control, thereby reducing mismanagement 

and increasing firm efficiency. Moreover, the board size is projected to boost the market activity 

and efficiency of companies by reducing excess CEOs, in line with resource-based theory. The 

weight of the board was linked positively to firm results. This result supported the work of 

Ansari, (2013), Afrifa and Tauringana (2015). 
 

The F-statistics check indicates that the model is statistically relevant at a value of 5 percent. The 

R2 coefficient for the calculation of the model's determination coefficient, R2 value 0.43, 

indicates that shifts in the specific company variables accounted for around 43% of the variance 

on ROA. 
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Table 3: Effect of Intellectual Capital and Corporate Governance on Performance of 

Quoted Non-financial Companies in Nigeria 

Method: Fixed Effect Random Effect 

Dep. var: ROA ROA 

   
   ACM -1.6279 -0.0083 

 [-0.5772] [-0.3675] 

AGE  0.1871  0.0004 

 [0.2722] [0.4399] 

AS  0.0191  0.0664 

 [3.0036]** [2.6491]** 

BIND_AR -1.2246  0.0086 

 [-0.8387] [0.7531] 

BMT  0.4744  0.0062 

 [0.2122] [0.5960] 

BS  1.6777  0.0124 

 [2.9615]** [1.0831] 

CEE  23.3504  0.2294 

 [12.9183]** [13.4020]** 

FIRM_SIZE -11.3164 -0.0591 

 [-5.5778]** [-5.2898]** 

HCE 0.1068 -0.0026 

 [2.3284]** [-0.8582] 

LEV  1.4977  0.0143 

 [4.5052]** [4.9719]** 

LMO  0.0323 -0.0041 

 [0.0235] [-0.5790] 

SCE  0.3802  0.0038 

 [2.3288]** [0.3629] 

C  176.3007  0.5364 

 [3.3413]** [2.4306]* 

   
   Observations: 550 550 

R-squared: 0.4322 0.3249 

F-statistic: 5.3019 18.6890 

Prob(F-stat): 0.0000 0.0000 

Durbin Wartson 2.0241 1.8281 
This table displays statistics of regression for intellectual capital and corporate governance of 

quoted sampled non-financial firms with variable significance rates. * * *, * *, * * and * show 

that 1%, 5 and 10% of the variables are important. 

Source: Author’s Computation (2020) 
 

 

Table 4: Result of Hausman Test 

Correlated Random Effects - Hausman Test  

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.  

Cross-section random 33.167563 12 0.0009 
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5. CONCLUSION AND RECOMMENDATIONS 
 

The study investigates the effect of intellectual capital and corporate governance on the 

performance of the quoted non-financial company in Nigeria foreleven years. The result revealed 

that human capital efficiency (HCE) had a positive significant effect on performance (ROA) and 

indicated the ability of Human Capital to efficiently aid profitability and create value in the 

company. The findings of the study thus suggest that it has been found that influence of 

intellectual capital and corporate governance on efficiency is highly positive and that its findings 

in the best use of human resources, which can ultimately boost financial performance and 

corporate value. Also, Structural Capital Efficiency (SCE) had a positive significant relationship 

with ROA and this showed that SCE contributes 0.3802 in the firm value creation while Capital 

employed efficiency (CEE) had a positive significant effect on ROA.This indicated that the high 

value of CEE leads to increased profitability in the non-financial company in Nigeria. The audit 

committee size had a significant positive effect on ROA. The rise in the number of audit 

committee members can increase the skills variations and capabilities of the audit committee and 

board in general. But the firm size had a negative ROA relationship, and the leverage was a 

positive ROA relationship, which means that a larger board size ensures reliable, effective 

management oversight which will possibly minimize mismanagement and thus improve firm 

efficiency. Results show that both intellectual capital and corporate governance drive financial 

performance as the relationship is found significant in all components. The study reduces the 

dearth of previous research on intellectual capital in emerging markets regarding the significant 

role that can be played by corporate governance. 

 

The study recommends that regulatory agencies, especially to improve the productivity of 

intellectual capital-related assets, Financial Reports Council of Nigeria (FRCN) will continue to 

encourage knowledge-based approaches across the border of directors and ensure adherence with 

all the relevant corporate governance by all the quoted companies in Nigeria, and especially a 

non-financial company in Nigeria, as this will not only boostinvestors or stakeholders’ 

confidence to make an informed decision but will increase global competitiveness, development 

andimprove firm performance of the company. 
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Abstract 

This study investigated the link between Value-Added Tax (VAT) as a unique source of 

revenue to the government through taxation, and public debt as well as public 

expenditure with the main attention on Ondo State government in Nigeria. The study 

employed a quantitative research design using secondary data collected from Ondo 

State Auditor General Reports covering a period between 2000 and 2016. Data were 

analysed using ordinary least square method. Results showed that the parameters did 

not demonstrate a steady rise throughout the period under investigation, but crisscrossed 

except VAT. Also, result showed that VAT collected has a positive association with 

recurrent and capital expenditure incurred as well as both local and foreign debts 

contracted by the state for the period under review which is statistically significant at 

0.05 level. The results imply that VAT collection has propensity to address recurrent 

obligations and infrastructural development of the state, but could not restrict debt 

contracted by the state. It is therefore concluded and recommended that the federal 

government’s effort to increase the VAT rate is a step in the appropriate direction, but 

the government should put debt contracting under control.   

 

Keywords: Government, Public debt, Public Expenditure, Revenue, Value-Added Tax 
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1. INTRODUCTION 

Value-Added Tax (VAT) is one of the prominent and distinct sources of tax revenue to the 

government all over the world. VAT has remained the third highest revenue generator for the 

Nigeria government (Ajape & Adeyeye, 2017). It is an indirect form of tax chargeable on supply 

of vatable goods and services, other than those exempted under VAT Act in Nigeria. Simply put, 

VAT is a tax on value-added by an organisation in its production of goods or rendering of 

services. Incidence of VAT as consumption tax rests completely on the final consumers, and 

characterised with multi-stage collection. According to Onaolapo, Aworemi and Ajala (2013), 

revenue generated from VAT is a means through which financial base of an economy can be 

enhanced for government to stand a better position in addressing its statutory financial 

obligations.  

 

Although VAT introduction in Nigeria since 1993 through Value Added Tax Decree 102 has 

been fraught with series of problems accompanied with controversial issues (Ajape & Adeyeye, 

2017; Odewale, 2004; Onaolapo, Aworemi & Ajala, 2013), VAT ranks the third best source of 

non-oil revenue to the Federal government of Nigeria and by extension the State governments in 

form of federal allocation (share from VAT). It also accounts for 20% or more of revenue 
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generated by Europe and Latin America countries (Zaman, Okasha & Iqbal, 2012). According to 

Alavuotunki, Haapanen and Pirttilä (2019), VAT has outstanding stance among other indirect 

forms of tax as the most imperative tax policy innovation. However, according to Oghuma 

(2017), the quest to meet government increasing capital and recurrent expenditure needs 

predicated the introduction of VAT in Nigeria, just like other developed and developing nations 

where it has been adopted. 

 

Debts contracting is not peculiar to the developing nations alone as developed countries also seek 

for fund through foreign and/or domestic debt stocks among other alternatives to curb fiscal 

deficits or deficiencies especially during financial or global economic crisis (Bajo-Rubio & 

Gómez-Plana, 2015). Implementation of Value-added tax should therefore be expected to bring 

about decline in government debt stock over times as another viable and efficient source of 

revenue. On the contrary, government indebtedness status especially in developing nations are 

vast on the increase instead of declining. Not only that, governments still find it difficult to make 

ends meet regarding their statutory obligations in the provision of adequate security, socio-

economic infrastructures, prompt payment of salaries among others.  

 

Revenues accruing to the government consist of internal sources and revenue derive from 

external sources in form of debt, allocation, grants, aids, etc. Several studies such as Nnanseh 

and Akpan (2013), Ocheni, Ezugwu and Daniel (2017), Ibrahim and Ozioma (2019) have made 

attempt to investigate contribution of IGR to capital expenditure investment by the Nigerian 

State governments but much attention has not been directed at examining the effect of VAT on 

public expenditures as one veritable revenue source to the state government as well as its 

implication on the state government debt stocks. Also, the review of the Nigerian Tax Laws to 

reflect current economic reality cannot be divorced from the quest for an increase in VAT rate on 

luxury items (not specifically specified) from 5% to 15% as contained in the 2019 – 2021 

MTEF/FSP. 

 

Apparently, all the three levels of government in Nigeria have their shares of unstable and 

declining economic state spanning from the consequences of overdependence on income from oil 

as the major source of revenue in the country. This has dovetailed to government’s failure to 

meet its pending and potential statutory obligations resulting to inability of the government to 

make proactive economic growth measures and foresee economic policies that are advantageous 

to the general public for implementation. The unprecedented emergence of COVID-19, a 

pronounced pandemic ravaging the whole world at the moment leading to decline in stock 

markets prices, business closure, travelling and other social as well as academic events 

revocation, and death of hundreds of thousands of people has in no small measure caught the 

leadership of both developing and developed nations in the web. This might have unveiled the 

scale of unpreparedness in terms of technology, scientists/professionals or reserved fund to 

address such unforeseen occurrence before getting out of range. 

 

In Ondo State, external sources of revenue include statutory allocation from Federation Account, 

VAT share, share from excess crude oil account,subsidy reinvestment account, locally contracted 

debts, other borrowings, grants among others. Ondo state is one of the oil producing states in 

Nigeria expected to have been receiving more allocations from the federal government together 

with VAT share. This study finds it not out of place to therefore raise a thought-provoking 
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academic research question regarding the extent to which VAT collected by Ondo state 

government has been able to explain its public debts and expenditures. That is, investigating the 

effect of VAT collected by the state government on its public debt stock and expenditure 

becomes necessary as a result of prevalent skewed salary payment and subventions to Ministries, 

Departments and Agencies (MDAs), unparalleled provision of infrastructures among geopolitical 

zones within the state, and escalating domestic and external debts among the state governments 

in Nigeria. For instance, there was a vehement argument between the two leading political 

parties ruling Ondo state since the beginning of the fourth republic in the month of January 2020 

regarding management of the acclaimed state’s debt stock of N220billion handed over to the 

Governor Akeredolu’s regime (Dada, 2020). 

 

The core objective of this study therefore is to investigate the effect of value-added tax on public 

debt and expenditure with major focus on Ondo State government in Nigeria. More specifically, 

the study examined the effect of VAT on domestic debt, foreign debt, capital expenditure and 

recurrent expenditure. Submission of the study is not only expected to allay the mixed reactions 

of the general public regarding recent approved and implemented increase in VAT rate in 

Nigeria, but to also justify its veracity during the on-going harsh economic situation in the 

country. The study is not exhaustive as it is restricted to just one state, and one out of many 

sources of revenue to the government. 

 

2. LITERATURE REVIEW 

Value-added Tax, Public Debt and Expenditure 

Introduction of VAT as an indirect form of tax to replace sales tax is a prominent tax reform 

throughout the countries where the policy has been implemented. According to Zaman, Okasha 

and Iqbal (2012), VAT concept was originally perceived in the early 1950s in Japan and France 

and was first implemented in Brazil in 1960s. As documented by Lee, Borcherding and Kang 

(2014), the first VAT in Europe was introduced in France in 1968. VAT is therefore increasingly 

accounting for noteworthy proportion of government revenue accruing to the federal government 

of Nigeria use to finance public expenditure items at the three tiers of governments (Ajape & 

Adeyeye, 2017; Owolabi & Okwu, 2011). 

 

Since 1970s, over 80% of revenue accruing to the three levels of government in Nigeria is from 

oil revenue. Imminent setback experienced by the Nigerian governments due to crude oil price 

crash and instability at the international market necessitated the need to identify and explore 

more promising alternative sources of revenue. VAT has been well praised for its ability to 

generate revenue for the government at all levels over the years (Zaman, Okasha & Iqbal, 2012). 

Onaolapo, Aworemi and Ajala (2013) established that there is statistical significant consequence 

of VAT on revenue generation in Nigeria contrary to the submission of Alavuotunki, Haapanen 

and Pirttilä (2019) that VAT has no positive improvement on government revenue with 

accompanied increase in income inequality. Acclaimed potency of supposed more efficient tax 

system or policy (that is VAT) to increase government revenue generation is fraught with 

controversy. Ordinarily, it should be assumed that VAT should naturally inform increased 

government revenue, thereby providing more support for government to meet its capital and 

recurrent obligations without much recourse to debt contracting. But, it is further observed by 

Ahlerup, Baskaran and Bigsten (2015) that VAT has not brought about any increase in 

government revenues even in the developing African countries.  
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However, Ibrahim and Ozioma (2019) found out that Internally Generated Revenue (IGR) 

contributes significantly well to total expenditure of Gombe State in Nigeria consistent with the 

earlier submission that IGR has made positive but uneven contribution to infrastructural 

development in Akwa Ibom State according to Nnanseh and Akpan (2013). Umeora (2013) also 

confirmed that VAT has statistical significant influence on GDP and total tax revenue in Nigeria. 

Osho, Olemija and Falade (2019) recorded positive connect between consumption based VAT 

and total capital expenditure incurred by the Nigeria federal government which is statistically 

insignificant. 

 

These submissions are at variance with the empirical evidence by Ocheni, Ezugwu and Daniel 

(2017) from Kogi State that VAT has significant positive contribution to recurrent expenditure 

but not for IGR. These positions point out that it has not been empirically concluded that VAT 

has latency to improve government revenue (either at the federal or state level), which could 

serve as basis to address government potential and due financial obligations. 

 

Regarding negative effect of VAT on distributional equity, most importantly from developing 

nations, VAT has been subject to considerable criticism (Ahlerup, Baskaran& Bigsten, 2015). 

Suleiman (2008) noted that huge revenue has been realised through VAT, but has not been 

properly utilised as a result of high tax evasion, lack of comprehensive detail record of existing 

business entities, low VAT education among vatable organisations among others. 

 

As pointed out by Nnanseh and Akpan (2013), revenue generation by the government is core and 

fundamental path to modern development. Disposition of government leadership to various 

sources of revenue open to it also matters. According to Toder, Nunns and Rosenberg (2011), in 

order to address or avert fiscal crisis, fiscal policy makers have options to choose to increase 

revenue target through either VAT or alternatively increase income tax rates. In order to address 

fiscal crisis, an average fiscal policy maker could explore any of the two options of choosing to 

increase revenue base which are the use of value added tax and effort to reduce deficit by 

increasing all individual income tax rate among other strategies (Toder, Nunns & Rosenberg, 

2011). 

 

Recent increase in VAT rate in Nigeria from 5% to 7.5% cannot be disconnected outrightly from 

empirical submission of extant studies such as Okoye and Gbegi (2013), and Manukaji and 

Okoye (2016) who confirmed that VAT contributes positively to wealth creation and revenue 

generation in Nigeria respectively (with plausibility that it should drive public expenditure and 

impound noticeable decline on public debts). Hence, the need for it to be boosted, but not 

necessarily by increasing the VAT rate. 

 

For the 29 OECD countries investigated by Lee, Borcherding and Kang (2014) for a period of 38 

years, it was established that normative version of money machine hypothesis about VAT cannot 

hold as causal effect of VAT adoption on government revenue was found statistically 

insignificant with a conclusion that other more efficient taxes improve social welfare. This 

submission is slightly at variance with Inyiama, Edeh and Nnenna’s (2017) who noted that VAT 

as well as company income and petroleum profit taxes do not have statistical significant effect on 

government infrastructural development programmes. 
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Empirical Review 

Onaolapo, Aworemi and Ajala (2013) investigated the impact of VAT on revenue generation in 

Nigeria at the Federal level of government within a study period covering 2001 and 2010 fiscal 

years. Secondary data were sourced and the data were analysed using stepwise regression 

analysis. The findings revealed significant effect of VAT on revenue generation in Nigeria 

statistically with a submission that if more goods and services are taxed, there is tendency that 

Nigerian government will be able to meet social amenities (capital expenditure items) need of the 

public and government running cost. One major pitfall of the study was its inability to showcase 

descriptive nature of the data in trend form to unveil the proportion of the total revenue collected 

by the federal government captured by VAT and its connect with capital expenditure incurred. 

This is premised on a position that there should be a link between a source of revenue identified 

as ‘promising’ to the government and the level of improvement in the provision of infrastructural 

facilities through capital expenditure. Thus, it becomesnecessary to investigate connect between 

such source of revenue and investment on capital expenditure. 

 

Oghuma (2017) also examined the association between VAT and economic growth in Nigeria. 

The study employed time series data obtained from the Central Bank of Nigeria (CBN) and the 

Nigerian Federal Inland Revenue Service (FIRS), covering a period of twenty years between 

1994 and 2013. Simple linear Ordinary Least Square regression analysis was performed to test 

stated hypothesis. The findings show that VAT has statistical significant and positive 

relationship with Nigerian economic growth leading to a submission that VAT system should be 

reformed, with a rise in the VAT rate from 5% to 10% consistent with other countries. Intention 

of Oghuma (2017) is that this step will serve to palliate shortfall in revenue generated by the 

government to address government expenditure in Nigeria as a result of diminution in oil 

revenue. Although the study logically achieved its objective and linked capital expenditure 

spending with economic growth, it is yet unclear whether VAT has been able to enhance or drive 

capital expenditure votes meaningfully.  

 

Escalating public debt and a move by the Greece government to default in her credit obligations 

actuate Mah, Mukkudem-Petersen, Miruka & Petersen (2013) to investigate the impact of 

government incomes and expenditures on government debt. Vector error correction model and 

granger causality model were employed to analyse time series data collected from European 

Commission data base, the International Monetary Fund and World Development indicators for a 

period spanning between 1976 and 2011. Results revealed statistical significant and negative 

connect between government debt and national income using the gross value. Similar result was 

documented between gross government debt and net foreign direct investment but the 

relationship is positive between government debt and national expenditure as well as government 

debt and inflation using the aggregate values. It was also documented that past amount of gross 

national expenditure and income have ability to predict the present value of gross government 

debt and the other way round. This finding is expected to be a guide for government fiscal policy 

development concerning government revenue plan and expenditure projection in order to get her 

neck off the hook of public debt. In a developing economy like Nigeria where aggregate revenue 

and expenditure projection have scarcely been on the decline note, it is not clear if this can 

predict improvement in the present public debt position expected at the State level where some 

state governors are having hard time in meeting their pressing financial obligations. 
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Alawneh (2017) employed multiple regression to find out the implication of public debt and 

government expenditure on taxes in Jordan. Time series data for a 14-year period from 2001 

through 2014 were sourced. Results of the statistical analysis reveal statisticalsignificant and 

positive impact of both capital and recurrent expenditure on taxes in Jordan. Similar result was 

observed between local and external public debt, and taxes in the country with a position that 

government should quest for non-traditional alternative sources of revenue order than public debt 

to finance capital expenditure items. 

 

Ahlerup, Baskaran and Bigsten (2015) examine the influence of value-added tax introduction on 

government revenues and inequality using updated data from developing economies in Europe. 

Conventional OLS based on country fixed effect regressions and instrumental variable analyses 

were used to analyse the data. The results show that VAT adoption has neither resulted to 

increase in inequality especially in countries where inequality is measured based on 

consumption, nor increase government revenues. 

 

Zaman, Okasha and Iqbal (2012) analyse the impact of VAT on an underdeveloped country of 

Pakistan. Household survey data were collected and was used for the analysis. The results 

suggest that VAT is capable of disturbing economic order of the society and hence the concept 

was inappropriate in the then state of affairs of the country. 

 

Bajo-Rubio and Gómez-Plana (2015) investigate the effects of several alternative measures 

intended to reduce government appropriation shortfalls for the case of Spain, differentiating 

between those acting through taxes and through spending. The empirical method used was based 

on a computable general equilibrium model. The findings reveal that all simulated policies result 

to decrease in the levels of output and employment, and to a higher unemployment rate. Increase 

in the income taxlead to highest contractionary effects followed by spending cuts on public 

educationespecially but the contractionary effect is weaker for increase in indirect tax. While 

income distribution for labour worsens with spending cuts, it slightly improves with tax 

increases. 

 

Okoye and Gbegi (2013)evaluate the influence of VAT revenue on wealth creation in Nigeria. 

The study used secondary data sourced from Federal Inland Revenue Service and National 

Bureau of Statistics (NBS) and covered a ten-year period from 2001 to 2010. Formulated 

hypotheses were tested using Product Moment Correlation Coefficient and Student T-test. The 

findings showed that VAT revenue has a significant influence on wealth creation and total tax 

revenue in Nigeria. 

 

Inyiama, Edeh and Nnenna (2017)examine the effect of income from value-added tax, 

Companies Income Tax (CIT) and Petroleum Profit Taxes (PPT) on infrastructural development 

in Nigeria. The study employed ex-postfacto research design. Secondary data covering ten years 

between 2006 and 2015 were obtained from the Central Bank of Nigeria Statistical Bulletin and 

NBS for the analysis by using multiple regression. The result indicate that PPT, CIT and VAT 

have positive effect on Infrastructural Development in Nigeria but statistically insignificant. 

It is very obvious from the reviewed extant studies that investigating the effect of VAT on public 

debts and expenditures at the state level has not been accorded very wide attention. Thus, this 

became the focus of this study in order to extend knowledge in this research area. 
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3. METHODOLOGY 

The study employed quantitative research design. Time series data, consistent with prior studies 

such as Mah, Mukkudem-Petersen, Miruka and Petersen, (2013), and Oghuma (2017), were 

drawn from the Ondo State Auditor-General Reports for the period under investigation. The 

study focused on the first seventeen years of the fourth republic in Nigeria and not earlier period 

due to non-availability of reliable data as at the time of collecting data for the study. That is, the 

investigation captured a study period between 2000 and 2016. Univariate models employed are 

as stated in equation 1 to 4 

REt = β + β1VATt + ɛt  ………………… (eqn. 1) 

CEt = β + β1VATt + ɛt ………………… (eqn. 2) 

DDTt = β + β1VATt + ɛt  ………………… (eqn. 3) 

FDTt = β + β1VATt + ɛt  ………………… (eqn. 4) 

Where; 

REt is the recurrent expenditure incurred by the state at time t; VATt is the value-added share 

received from the federal government at time t; CEt is the capital expenditure incurred by the 

state government at time t; DDTt represents domestic debt stock level at time t; FDTt represents 

foreign debt stock level of the state at time t; t is government fiscal year-end from 2000 to 2016. 

Measurement of the parameters are presented in Table 1. 

 

Table 1: Measurement of variables 

S/N Variable name Description Measures Sources 

1 Value added Tax 

(VAT) 

This is tax on value 

added by an organisation 

in its production of goods 

and rendering of services 

Total VAT share 

received from the 

federal government 

yearly  

Oghuma (2017); 

Onaolapo, 

aworemi & Ajala 

(2013) 

2 Domestic debt 

(DDT) 

Debt contracted within 

the country. 

Total domestic debt 

stock level of the 

state on yearly 

basis 

Alawneh (2017) 

3 Foreign Debt 

(FDT) 

Debt contracted from 

outside the country. 

Total foreign debt 

stock level of the 

state on yearly 

basis 

Alawneh (2017)  

4 Capital 

Expenditure 

(CE) 

Government expenditure 

meant for developmental 

projects like construction 

of roads, schools, 

hospitals etc 

Total expenditure 

expended on 

capital projects by 

the state on yearly 

basis 

Alawneh (2017); 

Mah, 

Mukkudem-

Petersen, Miruka 

& Petersen 

(2013)  
5 Recurrent 

Expenditure 

(RE) 

Government expenditure 

meant for debts 

servicing, overheads, 

payment of salaries etc 

Total expenditure 

expended on 

recurrent 

obligations by the 

state on yearly 

basis 

Alawneh (2017); 

Mah, 

Mukkudem-

Petersen, Miruka 

& Petersen 

(2013) 
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Both descriptive analysis which involved mean, minimum, maximum, trend analysis and 

inferential statistics with the use of simple linear regression were performed.  

 

4. RESULTS AND DISCUSSION OF FINDINGS 

Descriptive Analysis 

Results of the descriptive nature of the data are presented in Table 2. As shown in Table 2, the 

mean, maximum and minimum VAT revenue collected by the state for the period under 

investigation are N4.370, N8.513, and N1.010 (figure in billion) respectively. Average capital 

and recurrent expenditure for the period are N2.48 billion and N3.47 billion with minimum 

(maximum) value of N3.207 billion (N55.822 billion) and N6.567 billion in year 2000 (N78.146 

billion) respectively. 

 

Table 2: Descriptive Statistics of the Dataset 

 CE RE FDT DDT VAT 

 Mean  24793786  34656023  5577694.  8353615.  4369513. 

 Median  27480176  29390138  6247144.  526502.5  3854739. 

 Maximum  55822420  78145978  15815258  32115187  8513434. 

 Minimum  3207000.  6570000.  0.000000  1367.000  1009500. 

 Std. Dev.  16752288  23758480  4619588.  11433360  2892477. 

 Skewness  0.195551  0.529991  0.281453  0.813343  0.235893 

 Kurtosis  1.985396  1.919689  2.585778  2.048360  1.436775 

 J-B  0.788255  1.527088  0.325629  2.367819  1.777504 

 Probability  0.674268  0.466012  0.849749  0.306080  0.411169 

 Observations  17  17  17  17  17 

 

The descriptive results demonstrate noteworthy deviation of each of the variable data from the 

mean value, suggesting a significant dispersion of the data in-between years especially capital 

expenditure, recurrent expenditure and domestic debt with standard deviation of N16.752 billion, 

N23.759 billion and N11.433 billion respectively. The data are generally positively skewed 

which implies that the data concentrate more on one side (not symmetrical) but found majorly 

within acceptable ± 0.5 according to Alejo, Galvao, Montes-Rojas and Sosa-Escudero(2015) 

except recurrent expenditure (0.53) and domestic debt (0.81) found slightly above the threshold. 

The kurtosis values around 3 is a threshold to establish that the distribution of the data is neither 

leptokurtic nor platykurtic, another means of confirming the normality of the dataset distribution 

together with skewness. And in the case of this data, the kurtosis values are below 3.  

 

There is no very wide difference between domestic and foreign debt contracted on the average 

during the period under review with mean values of approximately N8.354 billion and N5.577 

billion respectively. Even though the minimum local debt (N1.367 million) is far below that of 

the foreign debt of N4.712 billion, there is a clear evidence that local debt is slightly higher than 

foreign debt obtained by the state government within the study period on average. Concisely, 

results of the descriptive analysis suggest no uniform direction in the growth of the variables 

examined. 
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Trend Analysis of the data 

 
Figure 1: Trend analysis of the variables 

 

The trend analysis of the data as presented in Figure 1 shows that VAT is conspicuously low to 

attend to either capital or recurrent expenditure need of the state which is why Oghuma (2017) 

posits that VAT revenue becomes necessary in order to augment available revenue so as to meet 

escalating public needs by the government. Also, between 2005 and 2010, both capital and 

recurrent expenditures crisscrossed while recurrent expenditure is found above capital 

expenditure between 2000 and 2004 as well as between 2011 and 2016 with a declining state to 

2016 suggesting likely effort of the government to control recurrent expenditure items.  

Public debts contracted by the state government locally was below foreign debt until after 2009 

when the trend changed significantly in the reverse. One would have expected that foreign debt 

is usually sought in order to address capital expenditure or infrastructural development projects 

but shortly after 2009, money expended on capital project started nosediving. Although, steady 

increase and not very significant rise in VAT revenue become evident in the period under 

investigation, the trend analysis suggests that this could not have, in any significant way 

explained crisscrossing nature of money expended on capital and recurrent expenditures as well 

as domestic and foreign debts contracted by the state government. 
 

Table 3: Correlation matrix    

            
Correlation     

Probability CE FDT DDT RE VAT 

CE 1.000000     

FDT 0.560862* 1.000000    

DDT 0.438669 0.491203 1.000000   

RE 0.583823* 0.623351** 0.879428** 1.000000  

VAT 0.634803** 0.623421** 0.880013** 0.968961** 1.000000 

 **, * imply significance at 0.01 and 0.05 levels respectively (2-tailed). 

       

The association between the variables are presented in Table 3. The result shows that there is 

likely level of relationship between the variables which implies that the independent variable has 

possiblity of affecting the dependent variables thereby validating the course of the study.  



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

224 
 

Table 4: Summary of group unit root test   

   Cross-  

Method Statistic Prob.** sections Obs 

Null: Unit root (assumes common unit root process)  

Levin, Lin & Chu t* -6.52658  0.0000  5  75 

     

Null: Unit root (assumes individual unit root process)  

Im, Pesaran and Shin W-stat  -6.27770  0.0000  5  75 

ADF - Fisher Chi-square  50.8903  0.0000  5  75 

PP - Fisher Chi-square  59.9741  0.0000  5  75 

          
** Probabilities for Fisher tests are computed using an asymptotic Chi 

        -square distribution. All other tests assume asymptotic normality. 

 

The result of unit root test at first difference and individual intercept are as prsented in Table 4. 

Based on Augumented Dickey-Fuller test p-value of 0.0000, null hypothesis that states that there 

is no stationarity of the data cannot hold. Thus, the time series data employed for this study is 

statinoary.  

 

Table 5: Ordinary Least Square Regression Results 

 RE    Model CE  Model DDT Model FDT Model 

Model in Equation Eqn 1 Eqn 2 Eqn 3 Eqn 4 

Intercept 
-120627.7 8728966 -6845769 1227107 

(-0.074534) (1.814926) (-4.754593) (0.566123) 

VAT 
7.958931** 3.67657** 3.478508** 0.995669** 

(13.20194) (3.314074) (9.123844) (3.402104) 

R-squared 0.938884 0.402974 0.774423 0.388654 

F-statistic 215.0743 9.449577 48.06303 8.900288 

Prob(F-statistic) 0.0000 0.008247 0.000007 0.009872 

Prob(Wald F-statistic) 0.0000 0.005117 0.00000 0.004295 

** implies significance at 0.01 level (2-tailed), t-statistics in parenthesis. The t-statistic results 

are based on White heteroskedasticity-consistent standard errors & covariance 

 

Table 5 presents regression results of the effect of VAT as a unique source of revenue to 

government on recurrent expenditure (RE), capital expenditure (CE), domestic debt (DDT) and 

foreign debts (FDT). Coefficients of the variable are positive for recurrent expenditure 

(7.958931), capital expenditure (3.67657), domestic debt (3.478508) and foreign debt (0.995669) 

and statistically significant at 0.01 level. The implication is that, VAT contributes to increase in 

recurrent and capital expenditures of the state government, but could not tame the government 

quest for public debt increase, either domestic or foreign but more for domestic debt. That is, if 

there is any effort to increase VAT revenue generation with resultant increase in the VAT share 

for the state, the state government will be able to address more recurrent and capital expenditures 

obligations open to it, but this will at a lesser rate, not stop the government from sourcing for 

more funds through debt stock. A further implication of the fiindings is that, a larger fraction of 

the VAT revenue received by the state government, accounting for over double of what was 
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spent on capital expenditure items goes to recurrent expenditure. This may not be the best for the 

state regarding future revenue generation.  

 

5. CONCLUSION AND RECOMMENDATIONS 

This study focused on investigating the implication of VAT revenue accruing to Ondo State 

government on its public expenditure basically capital and recurrent, and public debt stock (that 

is, domestic and foreign debts). The study made attempt to provoke the action of the state 

government regarding the way it utilises more viable, efficient and globally celebrated source of 

revenue (VAT) to government across the globe on public expenditure and ever increasing public 

debt in the face of dearth of funds to meet her financial statutory obligations to the public. The 

conclusion from the state-based findings is that, VAT revenue contributes largely to government 

recurrent expenditure much more than capital expenditure. But the ever increasing VAT revenue 

share received by the state during the period under investigation has not in any way resulted to 

antithetic desire for public debts especially the domestic debt. The submission suggests that the 

government is not investing a good proportion of the VAT revenue on expenditure items that can 

lead to increasing VAT revenue generation in the future. Hence, it is recommended that Ondo 

state government should step up its allocation on infrastructural develompent items from VAT 

revenue received which could serve as investment for improved VAT revenue inflow in the 

future. This may perhaps slow the pace of government quest for further public debts in future. 

Thus, policy effort of the federal government of Nigeria to increase VAT rate is a step in the 

right direction but state government should put contracting debt under control as federal 

government implements the new VAT rate policy which would have consequential implication 

on VAT accruing to the state. 
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Abstract 

There is need to disclose human resource accounting as part of assets in the statement of 

financial position of quoted companies rather than expenses in the statement of financial 

performance of the companies. Hence, this study examined the extent of Human Resource 

Accounting Disclosure (HRAD) in the financial statement and organizational performance of 

listed companies in Nigeria. The main objective of the study is to determine if there is any 

relationship between organizational performance and Human resource accounting disclosure 

using Profit BeforeTax (PBT); Return on Total Asset (ROTA) and Return on Equity (ROE). To 

achieve this objective, three hypotheses were formulated and tested. Secondary data needed for 

computation of the measures of corporate financial performance used in this study was extracted 

from the 2014-2018 annual reports and statement of accounts of the targeted companies. The 

statistical, econometrics and regression method of analyses were conducted using both Microsoft 

Excels, and E-view 8 version. The test shows that fixed effects was preferred to random effect by 

rejecting the cross-section random effects and accepting the fixed effects. The paper accepts that 

there exist a strong positive and significant relationship between HRAD and PBT. However, the 

second and third results show that Return on Equity (ROE) and Return on Total Assets (ROTA) 

are not statistically significant with HRAD. The study recommends amongst others that proper 

techniques should be developed for the valuation of human resources and generally acceptable 

formats should also be evolved by the accountants for disclosure of this vital information in the 

statement of financial position of companies. 

 

Keywords: Human Resource (HR), Human Resource Accounting (HRA), Disclosure, Quoted 

companies. 

 

1. INTRODUCTION 

Human Resource Accounting (HRA) has been receiving much attention in the past years because 

there is genuine need for reliable and comprehensive information, which can be used in 

recuperating and assessing the management of human resource, and the traditional framework of 

accounting is in the process of being expanded to include a much broader set of measurement 

that was thought possible or desirable in the past. The basic objective underlying human resource 

accounting is to facilitate the effective and efficient management of human resource and to 

assign financial value to human capital and management activities by recording and analysing 

these activities in an economic and financial context. In the field of managerial decision making, 

the human resource data, as part of the management information system, helps in making 

meaningful choices between various types of human investment in other assets. 

mailto:kamorudeen.oladejo@yahoo.com
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There are approaches to measurement of human assets, which are classified into (a) monetary 

and (b) non-monetary. The monetary approaches are broadly based either on cost or economic 

value. The cost of human resource to the organisation is capitalised and amortised over the useful 

life of an asset. Basically, the cost approaches are: (i) the historical cost approach (ii) the 

replacement cost approach and (iii) the opportunities cost approach. 

 

Much has been written about theapproaches to measurement of human assets. Porwal (2011), for 

example, points out that: 

The economic and current value approaches, using present value of expected future 

benefits, have strong theoretical appeal. From practical point of view, the measurement 

problems associated with these approaches are insurmountable. Quantification of future 

economic benefits is difficult. Still these approaches are being applied with/without 

modifications and assumptions. (p. 36). 

 

While the non-monetary measures of human value are: (i) assignment of ranks to individual 

performance (ii) measurement of attitudes, (iii) the inventory skills and capabilities of individual 

and (iv) the frequently used non-monetary measure of human value derived from likert bowers 

models of the variables that determine the effectiveness of a firm’s human organizations. Human 

Resource (HR) are the energies, skills, talents and knowledge of people which are, or which 

potentially can be applied to the production of goods or rendering useful services. HRA is the 

process of identifying and measuring data about human resource and communicating this 

information to interested parties. Human resource accounting is not a new issue in economics. 

Economist consider human capital as a production factor, and they explore different ways of 

measuring its investment in education, health, and other areas (Micah, Ofurum & Ihendinhu, 

2012, p. 82) 

 

Business organisations now spend enormous sums of money and spare no effort in selecting, 

training, retraining and developing their employees to equip them adequately to meet the 

challenging tasks arising from internal and international developments. The increasing technical 

complexity of modern business and the time required for personnel to gain skills, and experience 

and judgment in many vital areas makes brain power the critical resource in our economy. 

Financial analyst stresses the quality of management behind the business more than any other 

factor in evaluating diversification and takes over propositions. All these arise from the 

increasing recognition that human resource is the most important business assets. He recognizes 

that people are valuable to businessenterprises, universities, hospitals and perhaps, all 

organizations. The value of human resource is derived from their ability to render services which 

have economic value. Similarly, the value of human resource can be appreciated, conserved, or 

depleted as a result of the way people are managed (Oluwatoyin, 2014, p. 112). 

 

The purpose of this study is to examine the extent of Human Resource Accounting Disclosure 

(HRAD) in the financial statements of quoted companies in Nigeria and determine if 

management disclosure level of human capital was influenced by organizations financial 

performance. 

Advocates of humanresource accounting (Enofe, A.O, Mgbame, C. Otuya, S. and Ovie, C. 2013, 

p. 75) are of the view that expensinghuman assets as salaries and wages is inadequate. They 
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believe the human assets should be valued and reflected in the same statement of financial 

position.Attempt at valuing human assets, however have not provided accountants with practical 

means of valuing human assets. 

Another area of concern is that firms’ investments are either immediately expensed in the 

financial statement or arbitrarily amortized and therefore are not fully reflected in the statement 

of financial position. There is no scope for showing any significant information about human 

resource in the financial statement except the remuneration paid to them and the number of 

employees getting compensation beyond certain amount per annum. Thus, the book values of 

companies with significant amount of human capital investments are unrelated to the market 

value. Indeed, they are charged against revenue for the period to reduce income and by extension 

the value of the business, Return on Assets (ROA) and Return on Equity (ROE) will be affected.  

Thus currently, the information of human capital is not properly presented in the statement of 

financial position or other traditional financial records of companies since no regulations need to 

be met. Conversely, the strict recognition criteria for intangible assets does not allow human 

resource to be shown as an asset in the statement of financial position (Micah, etal, 2012). 

However, there have been controversial issues of human capital reporting on whether its value is 

relevant to be considered as asset, even though its association with company’s expected future 

benefits is not certain. 

The main objective of the study is to examine the extent of Human Resource Accounting 

Disclosure (HRAD) in the financial statement and organizational performance of listed 

companies in Nigeria.  

However, the specific objective is to determine if there is any relationship between 

organizational performance and Human resource accounting disclosure using Profit BeforeTax 

(PBT). 

Hypothesis 

In the course of this study the hypothesis is formulated as: 

H0:There is no significant relationship between organizations’ financial performance and Human 

Resource Accounting Disclosure (HRAD) using Profit BeforeTax (PBT). 

The scope of the study is to examine the relationship between firm’s performance and Human 

resources accounting disclosures in financial statement of quoted companies in perceived 

organisational Nigeria. The study utilised secondary data and relied on five years financial data 

from 2014-2018 of 20 selected companies listed on the Nigerian Stock Exchange fact book of 

2014-2018 and the annual report and accounts of the targeted companies. This was extracted 

using convenience random sampling techniques. 

 

2. LITERATURE REVIEW 

Human Resources Accounting (HRA) 

Human Resources Accounting (HRA) is the process of identifying, recording and reporting the 

investments made in the Human Resource of an organisation that are presently not accounted for 

in the conventional accounting practices. Invariably, it is an extension of the existing “expense 

recognition principle” or “matching principles” that requires revenue to be matched with 

expenses incurred to earn that amount of revenue and of organising data to communicate relevant 

information. This effort to quantify the value of Human Resource helps the management to cope 

up with the changesin its quantum and quality so that equilibrium can be achieved in between the 

required resources and the benefit derived from such resources (Rahman, Hossain, &Akter, 

2013, p. 88). 
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Human resource accounting involves accounting for human as part of the organisations asset. In 

fact, human resource accounting is an attempt to identify and report the investment in manpower 

that expected to create benefits in excess of ordinary interests for company in future(Provide 

source(s)). Based on this definition, the manpower of each organisation should be reported as 

asset in the context of the financial statement that are expected to enhance the future 

profitabilityof the company by improving the production and providing goods and services. 

Flamholtz believes that if human resource accounting can demonstrate that the improvement in 

human resource management process leads to increase theprofitability, management will use the 

human capital Implications to enhance the decision making. 

 

In a literal sense, human resource accounting is the art of valuing, recording and presenting 

systematically the worth of human resource in the books of account of an organisation. This 

definition brings in three important aspects of human resource accounting:Valuation of human 

resource, recording the valuation in the books of account and disclosure of the information in the 

financial statement of the business  

Other concepts relevant to the understanding of human resource accounting are discussed below: 

 

Human Capital Assets: Human resource content expert Weatherly (2013) describes a 

company’s human capital asset as “the collective sum of the attributes, life experience, 

knowledge, inventiveness, energy, and enthusiasm that its people choose to invest in their work.” 

Many factors include education, training, intelligence, internal and external relationship, and 

motivation have been recognised as playing a role in human capital. Determining how much of a 

role each play is what complicates the matter. Additionally, the fact that individuals have free 

will further complicates the issue. They can choose how much or how little effort they put into 

their work.  

 

Human Asset Accounting:Human asset accounting aims to quantify, in monetary value, how 

valuable an employee is to the company that have employed. The American Accounting 

Association defines human asset accounting as “the human resource identification and measuring 

process and also its communication to the interested parties” (Stanko, Zeller & Melena, 2014). 

Human asset accounting includes assigning, budgeting and reporting the cost of human resource 

in an organization. There are several important aspects of human asset accounting as noted 

above. Accuracy in the measurement of an employee’s worth is crucial to the process, Despite 

the difficulty in quantifying employee value, doing so precisely is critical to beneficial human 

asset accounting. 

 

Intellectual Capital: Intellectual capital is a complex concept that includes human knowledge, 

information systems, brand names, and reputation. One popular definition is given by the 

equation: Intellectual capital= Human capital + Structural capital + Relationshipcapital. Here 

human capital includes knowledge, competences, and the experience and expertise of staff, 

Structural capital includes information systems and databases, and relationship (or customer) 

capital includes customer relationship, brands and trademarks. In accounting, Intellectual capital 

is often treated as being synonymous with intangible asset and valued in the same way, that is, 

by calculating the difference between the market value of a company and its book value (Stanko, 

et al, 2014). 
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2.2. Models/Methods of Human Resource Accounting 

Oluwatoyin (2014) identified two approaches to human resource accounting. These are cost or 

historical cost approach and value approach. To effectively address the research problems and 

the hypothesis in this study; this research adopts the value approach models. 

 

Value approach: Under the value approach method they are (i) Present Value of future earnings 

method, (ii) Reward valuation model (iii) Net benefits model (iv)Certainty equivalent net benefit 

model. These methods are briefly discussed below.  

 

Present Value Approach: Lev and Schwartz (1971) proposed an economic valuation of 

employees based on the present value of future earnings, adjusted for the probability of 

employees’ death/ separation/ retirement. This method helps in determining what an employee’s 

future contribution is worth today. According to this model, the value of human capital embodied 

in a person who is ‘y’year old, is present value of his/her future earnings from employment and 
can be calculated by using the following formula: 

∑(𝑉𝑌) = ∑𝑃𝑦(𝑡 + 1)∑𝐼(𝑇)/(1 + 𝑅)t − y 

∑(𝑉𝑦) = expected value of a ‘y’ year old person’s human capital 

T = the person’s retirement age 

Py(t) = probability of the person living the organization 

I(T) = expected earnings of the person in period 

R = discount rate 

According to this model, the value of human resourceis ascertained as follows; 

a) All employees are classified in specific groups according to their age and skills. 

b) Average annual earnings to determine for various ranges of age. 

c) The total earnings which each group will get up to retirement age are calculated. 

d) The total earning calculated as above are discounted at the rate of cost of capital, the value 

thus arrived at will be the value of human resources/assets 

 

Net Benefit Model: This approach has been suggested by Monti-Belkaoui and Riahi-Belkaoui 

(2013).According to this approach, the value of human resource is equivalent to the present value 

of net benefits derived by the organization from the service of the employees. 

 

Aggregate Payment Approach: This approach has been suggested by Chakraborty cited in 

Oluwatoyin (2014). According to this model, the human resource is to be valued on a groupand 

not in individual basis. Valuation of human resource involves the following steps under this 

model. 

i. All the employees of an organisation are divided into groups, managerial and non-

managerial. 

ii. The average salary of the group is determined on the basis of the salary/wage structure 

prevalent in the organisation. 

iii. The tenure of the employment of the employees in the group is estimated on the basis of 

the basis of past experience.  

iv. It determines by multiplying the average salary of the group with the average tenure of 

the employee in the group. 

v. The value is discounted at the expected average after the return on capital employed over 

the average tenure period to ascertain the present value of the estimated future payment. 
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The recruitment, hiring, selection, development, and training cost of each employee should be 

recorded separately. This should be treated as differed revenue expenditure and may be written 

off over the expected average stay of employee in the organization. The differed portion, not 

written off, should be shown in the statement of financial position of the organisation. If there is 

premature exit of an employee on the account of death, retirement, etc, the balance of the 

differed revenue expenditure attributable to that person should be written off against the income 

of the year of exit itself. 

 

2.3.     Theoretical and Empirical Framework 

Theoretical Framework 

Having stated the above models/approaches of Human Resource Accounting, this study 

discusses and relies on the following theoretical framework for effective analysis of human 

resource accounting disclosures of quoted companies in Nigeria. The theories relied on are; 

Human Resource Value Theory, Compensation Theory and Economic Value Theory. 

Lev and Schwartz cited in Mahmoodi et al, (2013) considered the economic value of an 

employee as the present value of the employee’s income during its useful life and adjusted their 

models (work compensation method) in terms of the death risk of employee. (Mahmoodi et al, 

2013). 

 

The concept of human resource-based theory of value is the value in the general economy. The 

human being is capable of further potential benefits, such as other sources of human values as 

the expected present value of future services to be defined. It is worth the present value 

following a series of personal service expected during its service in the cause. In economic value 

theory of human resources, there are two basic steps. This means that the concept of human 

resource to be non-monetary or qualitative expression to indicate it is then able to provide the 

money to show on the statement of financial position. The theory of economic value (present 

value NPV) is based on the theory of capital according to Fisher “means the value of capital 

investment, the discounted value of future earnings.” Some researchers believe that based on this 

theory market prices of assets, is the discounted value of future benefits to be derived from these 

assets, but it should be noted that macro-economic analysis does not fully extend the 

microeconomic level. 

According to Irving Fisher’s theory “capital in concept of the capital value is the discounted 

value of future earnings” their model is as follows; 
 

T         TIt  

∑(VR)=∑Pr (t)∕∑(1+d) t-r 

t=r       t=o
 

 

In which  

∑ (VR): The value of individual human resource with r year of age 

       I: An annual income of individual before retirement 

       R: A discount rate 

       T: Age of retirement 

Pr(t): The survival probability 

t: Individual’s age at any time 

r: The current age of the individual (Mahmoodi, et at, 2013) 
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   The Economic value theory has been criticized based on the following reasons: 

i. In this model the Economic Value human resource does not consider the probability 

of turnover for reasons other than retirement or death of one of the employees in the 

organization. 

ii. Also, the Economic Value of human resource was not considered in this model, 

possibly by changing the position and when the person is serving. 

iii. It is difficult to estimate their income. 

iv. In applying this method of accounting, human resource is not consistent with 

generally accepted accounting principles. 

v.  

Empirical Framework 

In the economics literature, human capital skills refer to the productive capabilities of people 

Skills, experience, and knowledge have economic value to organizations because they enable 

it to be productive and adaptable. Thus, people constitute the organization’s human capital 

(Bassey & Arzizeh, 2012, p. 121). 

 

However, there have been controversial issues of human capital reporting on whether its 

value is relevant to be considered as asset, even though its association with company’s 

expected future benefits is not certain. Some group considered it as what people owned from 

learning, experience and skill while another group delineated it as human capability that is 

directly linked to the work of Maani and Jeradat, (2010), cited in Micah et al, (2012). Few 

other studies on value relevance of intellectual (human) capital assets include; Okwy and 

Christopher (2010). The Chartered Institute of Management Accountants noted that all 

drivers of performance and value should be provided to investors including the non financial 

ones such as intangibles. 

 

Nigeria which has plans to move up the value chain for certain high growth industries has to 

build up its human resources to be more competitive in a globalize world. That is the reason 

why human capital investment is becoming important agenda in many companies nowadays. 

The reporting of these corporate activities in annual reports may indicate that the firms were 

responsible corporate citizen, with the aim to provide accurate and transparent reporting 

(Micah et al, 2012). 

 

As a result of the increased credibility the value of firm is enhanced (Micah, 2012). 

Credibility of information disclosed add to the value of the enterprise as the details released 

assists in reducing the risks associated with an investor’s decision making process. This 

supposes that if human capital is not reported, there is a risk that it is not receiving sufficient 

attention from management and other stakeholders, thereby diluting organization’s value. To 

remove this difficulty and get shareholder’s thought, many companies are now reporting on 

their human resources in a mostly non financial format in the annual reports voluntarily. 

Okpala and Chidi (2010) in their work examined the relevance of human capital accounting 

to stock investment decisions in Nigeria and opine that corporate success now rests on the 

ability and knowledge of people who can easily adapt to technological changes and drive 

organization to attain its goals and objectives. They explain that the function of human 

capital accounting is to provide information which affords investors opportunity to truly 
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evaluate and understand the complete picture of an organization. Bassey and Tarpang (2012) 

examined the influence of expensed Human Resource Cost (HRC) on corporate productivity 

and found that expensed human resource (remuneration, protection and dismissal/ 

compensation) costs are important determinant of expensed human resource cost and does 

significantly influence corporate productivity. 

 

Similarly, (Enofe et al., 2103) hypothesized that there exists no relationship between firm’s 

financial performance and human resource accounting disclosures. Using SPSS version 15.0 

to analyze their variables HRADI and return on Assets, they concluded that there is 

significant relationship between firm’s financial performance and human resource accounting 

disclosures. Micah et al (2012) also studied the relationship between firms’ financial 

performance and human resource accounting disclosures of companies in Nigeria using five 

years financial data and found that the combined effect of firms’ financial performance 

accounted for 75.9% of the variation in human resource accounting disclosures. 

 

3. METHODOLOGY 

This study is an empirical investigation of human resource accounting disclosure in the 

financial statement of quoted companies in Nigeria. The paper adopts ex-post factor research 

methods. The research has organizational focus even though it is hoped that the results could 

be generalized across listed organizations in Nigeria. The industries of interest are from both 

manufacturing and service industries in the country. The 20 organizations selected in Nigeria 

are large ones and are quoted organizations on the Nigerian Stock Exchange. 

 

The sample collected for this study is meant to represent part of the entire population, 

because all the quoted organizations in the country could not be studied within the time 

frame for the work. Because the population is very large, the researcher decided to select 

samples from the population upon which the study is based using convenience and 

judgmental sampling methods. In convenience sampling method the researcher selects 

whatever sampling units he has easy access to and is conveniently located; by judgmental 

sampling method the researcher is allowed to subjectively select the sample unit from the 

population, its element and objectives of the research.  

 

To test the hypothesis formulated statistical instruments were developed and utilized. 

Secondary data needed for computation of the measures of corporate financial performance 

used in this study was extracted from the 2014 - 2018 annual reports and statements of 

accounts of the companies: 

 

The data werecrosschecked with the fact book of the Nigerian stock exchange, and they 

tallied. The data were obtained and statistical and econometrics analyses were conducted 

using both Microsoft excels, and more importantly the E-views 8 version for windows was 

used for data analysis. Regression method of data analysis (fixed effect panel analyses) 

which deals with establishing a mathematical relationship between independent and 

dependent variables were used. The results were considered at 1% level of significance. 

 

The dependent variable, corporate financial performance statement were analyzed using the 

secondary data. Specifically, the various financial performance measures (PBT, ROE and 
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ROTA) were computed for each organization, using information extracted from their Annual 

Reports and Statement of Accounts; while the value of HRAD (Total employees 

remuneration) was ascertained from the Notes to the accounts. In any case, the study has 

taken a close look at the trend of the financial performance of these companies in the last five 

years for which their annual reports were published. 

 

The organization selected were comparatively evaluated in terms of their corporate financial 

performance as measured by Profit before Tax (PBT), Return on Equity (ROE), and Return 

on Total Assets (ROTA). Since the organizations studied differ remarkably in human 

resource accounting disclosures, their net profit figures will not be used as the basis for 

judging their financial performance instead; these figures were used to compute the ROE and 

ROTA, each of which constituted the independent variable in the statistical tool and 

econometrics techniques models employed in the data analysis. 

 

The Empirical Model Specification follows the theoretical framework of economic theory of 

human resource presented in the study. A simple reforms function is given by 

HRADt = 𝑓(𝑃𝐵𝑇𝑡, 𝑅𝑂𝐸𝑡−, 𝑅𝑂𝑇𝐴𝑡)   (1) 

 Where; 

HRAD = Human Resource Accounting Disclosures (Employee remuneration disclosed in the          

“Notes” to financial statement) 

PBT = Profit before Tax 

ROE = Return on Equity 

ROTA = Return on Total Assets 

Function 1 is given by the following specification: 

HRADit  =α0 + α1PAT-it+α2ROEit +α3ROTAit + ϵi + µi(2) 

Where: 

µi = the error terms assumed to normally distributed 

ϵi = unobserved common factors of cross-units 

α0 = intercept value 

α1 = coefficient of explanatory variables, i = 1,2,3. 

 

It is very important to note that any omitted variables that are either constant or evolve 

smoothlover time are also absorbed into the country specific fixed effects, µi. Furthermore, ϵt 

absorb a number of different unobserved common factors that determine real income and it is 

normally distributed with zero mean and constant variance. The stated hypotheses will be 

achieved by estimating equation (2) using fixed effect panel data analysis in balanced setting 

alongside correlation analysis to explain the relationship that exist among variables. Three 

hypotheses formulated are based on the dependent variables and their relationship with the 

independent (predictor) variables. 

 

Using these models, the null hypothesis (Ho) is tested. The null hypothesis (Ho) is rejected in 

favor of the alternative hypothesis (Hi) where p- value of the µi. statistic is less than α. The t- 

statistic is further used to test the significance of each of the independent variable in the model. 
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4. RESULTS AND DISCUSSION 

Correlation Analysis 

Spearsman’s rank correlation coefficient allows you to identify whether two variables relate in 

monotonic function (i.e., that when one number increases, so does the other, or vice- versa). 
 

 

Table 1: Spearsman’s rank correlation coefficient  

 
 HRAD PBT                     ROE                       ROTA 

        HRAD  

1.000000  

   

          PBT  

0.26*** 

 

1.000000                                                                                                                               

  

         ROE  

0.149826 

 

0.107002 

              

1.000000 

 

         ROTA  

-0.0205082 

 

-0.24*** 

                

0.68*** 

 

1.000000 

 
Source: Author’s compensation. 2018 

Note that ***1%, and **5% and *10% levels of significance. 

  

The results in Table 1 report the correlation among variables under study. It shows that Human 

Resource Accounting Disclosure (HRAD) has 26% relatively weak and positive relationship 

with Profit before Tax (PBT) with a significant level of 1%. The positive relationship that exist 

between HRAD and Return on Equity (ROE) is not significant. However, HRAD has a very 

weak negative relationship with Return on Total Assets (ROTA), though not significant. The 

results show that a weak negative and significant relationship exists between PBT and ROTA, 

but the relationship between PBT and ROE, though positive, is not significant. With 68% 

positive relationship between ROE and ROTA, it shows the strongest correlation in the results. 

 

Therefore, HRAD and PBT move in the same direction at a rate of 26% which implies that most 

of the companies under study pay workers according to their organisational performance in terms 

of profit, and at the same time, the human resource employed improve the profit making of the 

organization. Also, the relationship that exists between HRAD and ROTA is not significant. This 

is also the case of HRAD and ROE 

 

Table 2: Fixed Effects Estimator 
Dependent variable: LOG(HRAD)  

          Variable Coefficient                      Std. Error                          t- Statistics 

        LOG(PBT) 0.43***                                   0.16 2.73 

ROE       0.02                                   0.10                                       0.21 

ROTA 

 

 

C 

    -0.01                                    0.08 

 

 

 

 10.96                                    1.38 

                                 -   0.17  

 

 

 

 7.93               

 
R-squared                 0.875564                         Adjusted R-squared      0.839063 

F- Statistic                 23.99***                         Durbin- Watson stat     2.141229 
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Source: Author’s computation, 2018.   Note that ***1%, ***5%, and 10% levels of significance. 

The adoption of fixed effects estimator was based on the Hausman test. The test shows that fixed 

effects was preferred to random effect by rejecting the cross-section random effects and 

accepting the fixed effects. On this basis, Table 2, reports the fixed effect results which show that 

only PBT has a positive and significant effect on HRAD at 1% level of significance. It means 

that 100% positive change in PBT, HRAD will respond by43% increase. The implications of 

these results support the correlation analysis in table 1. This indicates level of the significance 

nature of profit in determining the value of human resource.  It is crucial to note that profit 

signifies the net productivity value of human capital  and as such, where there is viable human 

resource, it is expected that the company performance will reflect in the profit. The performance 

will also reflect in employee’s value. Therefore, we accept that there exists a strong positive and 

significant relationship between HRAD and PBT.This finding is consistent with the studies of 

Enofe, A.O, Mgbame, C. Otuya, S. and Ovie, C. 2013  which revealed that using SPSS version 

15.0 to analyse the variables HRAD and profit before tax, the relationship between Firm 

Financial Performance and Human Resource Accounting Disclosure shows that the correlation 

coefficient (r) = 0.863 at 0.05 level 2 tailed. This value is high, implying that a strong 

relationship exist between Profit before Tax and Human Resource Accounting Disclosure. 

 

However, the results so that Return on Equity (ROE) and Return on Total Assets (ROTA) are not 

statistically significant with HRAD. On the basis of signs of coefficients, ROE shows a positive 

coefficient value of 0.02 and ROTA showed a negative coefficient value of -0.01. This implies 

that ROE cannot influence HRAD, and also ROTA. Therefore we accept the hypotheses that 

neither ROE nor ROTA has any significant relationship  with HRAD. This aligns with the views 

of Omodero and Ihendinihu (2017), which state that in the earlier study hypothesized that: 

significant relationship does not exist between firms’ PBC and their PAT, ROE & ROTA. 

Therefore, the study has tested sets of variables using the t-test, to see if there is significant. The 

result revealed the following: PAT = 11.865 > 4.76 (strong positive impact), significant level (p 

= 0.000 < 0.05 i.e, early significant); TR = 2.745 < 4.76 (no effect), significant level (p = 0.03 < 

0.05 i.e, significant); ROTA = -6.120 < 4.76 (strong negative impact), significant level, (p = 

0.001 < 0.05 i.e, negatively significant). Based on the results from SPSS, the study has rejected 

the null hypotheses and accepted the alternatives which state otherwise. 

 

The autocorrelation test conducted, that is Durbin Watson statistic value of 2.14, shows that there 

is no presence of serial correlation, and the F-statistic value of 23.99 is significant at 1% level of 

significance, which indicates that the overall model is not insignificant. The variations of HRAD 

explained by PBT, ROE and ROTA is 87% which shows a strong goodness of fit of the model. 

 

Based on the analysis of the hypotheses the test shows that fixed effects was preferred than 

random effects by rejecting the cross-section random effects and accepting the fixed effects. On 

this basis, Table 2 reports the fixed effects result which shows that only PBT have a positive and 

significant effect on HRAD at 1% level of significance. It means that 100% positive change in 

PBT, HRAD will respond by 43% increase. The implication of this result support the correlation 

analysis in table 1.This indicates level of significance nature of profit in determining the value of 

human resource. It is crucial to note that profit signifies the net productivity value of human 

capital and as such, where there is viable human resource, it is expected that the company 

performance will reflect in the profit. The performance also reflects in employees’ value. 
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Therefore, we accept that there exists a strong positive and significant relationship between 

HRAD and PBT. 

 

However, the results show that Return on Equity (ROE) and Return on Total Assets (ROTA) are 

not statistically significant with HRAD. On the basis of signs of coefficients, ROE shows a 

positive coefficient value of 0.02 and ROTA showed a negative coefficient value of -0.01. This 

implies that ROE cannot influence HRAD, and also ROTA. Therefore we accept the hypotheses 

that neither ROE nor ROTA has any significant relationship with HRAD. 

 

In further discussion of the results we seek to explain them in the light of known theories and to 

match them to the findings of some relevant empirical studies. Numerous investigations centered 

on showcasing a connection between Human Resource Accounting methods and organisation or 

company performance (Afiouni, 2007; Johansson, 2007; Youndit & Snell, 2004; Cherian & 

Farouq, 2013). In this study the “present value of future earning” model, as suggested by Lav 

and schwartz (2017), has been found to be most popular model on account of convenience and 

objectivity. The exponent of human resource valuation models have dealt with the mode of 

recording and disclosure of the accounting information relating to human resource in the books 

of account or financial statements of the organization (Oluwatoyin 2014). 

 

5.   CONCLUSION AND RECOMMENDATIONS 

Having critically discussed the findings in the light of previous studies, we now draw 

conclusions on the strength of the total evidence available to the study. The findings in this study 

are of considerable importance to both policy makers and companies. Giving the view expressed 

by both academic and policy makers that the traditional financial reporting model before now 

failed to provide investors with value appropriate information, it may well be that in the future, 

the reporting of Human resource accounting information may be mandatory. It could also be 

concluded that human resource accounting is highly significant to firms’ productivity and 

financial performanceand that human resource accounting in financial reporting is desirable to 

aid stakeholders in making rational decisions; since it is generally accepted that human resource 

are the most valued assets and important to the success of any organisation. 

 

.Finally, this study has shown the need to disclose human resource accounting as part of assets in 

the statement of financial position of quoted companies rather than as notes to the accounts and 

written off as expenses in the statement of financial performance of the companies. 

Consequently, this study concludes that the value of human resource employed in companies 

using total salaries and wages/remuneration should be properly disclosed in the statement of 

financial position and regarded as an asset of quoted companies in Nigeria. 

 

This study recommends that standard should be created for human resource identification and 

measurement. This will enhance valuation of human capital, ensure a higher degree of utility to 

stakeholders, uniformity in disclosures and allow a reliable comparison of human capital values. 

There should be a regulation in the accounting standard setting process for human capital 

reporting. 

Professional accounting communities should determine criteria for Accounting Standards 

codification for human resource reporting and encouraging the academic communities to conduct 

a more thorough investigation and encouraging organizations to apply relevant methods to 
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measure the value of human resource to provide human resource value in statement of financial 

position. 
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APPENDIX ONE (1) 

Results estimation  

Dependent Variable: LOG (HRAD) 

Method: Panel Least Squares 

Date: 10/08/18  Time: 16:19 

Sample: 2014-2018 

Periods included: 5 

Cross-sections included: 20  
Total panel (unbalanced) observations: 98 

Variable         Coefficient                Std.Error                 t-Statistic                     Prob. 

LOG(PBT) 0.428411  0.157160         2.725951     0.0080 

ROE  0.021634  0.100832         0.214556                0.8307 

ROTA            -0.013580  0.081253        -0.167310     0.8667 

    C  10.96164  1.382310          7.929943  0.0000 

Effects Specification 

Cross-section fixed (dummy variables)  

R-squared                            0.875564            Mean dependent var  14.73634 

Adjusted R-squared          0.839063       S.D. dependent var  1.772871 

S.E of regression                  0.711223  Akaike info criterion  2.358246 

Sum squared resid          37.93781  Schwartz criterion   2.964922 

Log likelihood                    -92.55404  Hannan-Quinn criter.  2.603634 

F-statistic           23.98722  Durbin-Watson stat  2.141229 

Prob(F-statistic)                  0.000000 

Hausman Test 

Correlated Random Effects – Hausman Test 

Equation: Untitled 

Test cross- section random effects  

 

        Chi-Sq. 

Test summary                                              Statistic   Chi-Sq.   d.f  Prob. 

Cross- section random      4.00763         3            0.2606 

Cross- section random effects test comparisons: 

 

Variable Fixed  Random              Var(Diff) Prob. 

LOG (PBT) 0.428411 0.244036 0.008631 0.0472 

ROE    0.021634 0.030061 0.000250 0.5943 

ROTA     -0.013580        -0.005836 0.000132 0.5007 
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APPENDIX TWO (2) 

Spearsman’s rank correlation coefficient  

Spearsman’s rank correlation allows you to identify whether two variables relate in a monotonic 

function (i.e., that when one number increases, so does the other, or vice-versa). 

Covariance Analysis: Spearsman rank-order 

Date: 10/08/18     Time: 16:50  
Balanced sample (list wise missing value deletion) 

             
Correlation  

Probability  HRAD  PBT   ROE  ROTA 

HRAD              1.000000   

   ----- 

PBT            0.261495   1.000000 

                0.0093                           ------- 

ROE            0.149826  0.107002            1.000000 

                0.1409      0.2943  ----- 

ROTA              -025082                -0.238671             0.677643  1.000000 

                0.8063       0.0179                0.0000         ------ 
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Abstract 

Common unethical practice in the accounting profession includes a lack of positive 

professional attributes such as integrity, competence, independence, objectivity and 

confidentiality. Such unethical practices have serious consequences and implications for 

the future credibility and integrity of the accounting profession. One of the strategies for 

eliminating these unethical practices is the implementation of ethics education within 

the curriculum of the accounting programme in tertiary institutions. However, the 

evidence is scanty on how accounting students and academic staff perceive the goal of 

the ethics education strategy.The study investigates the limitation by investigating the 

perception and attitude of student and academic staff of the Accountancy Department in 

Federal Polytechnic, Bida, Niger State. The study employed primary data with the aid 

of a structured questionnaire. A sample size of 250 was purposively selected for the 

study. The selection was purposive because the subject of investigation required 

awareness of the ethics education in the Accountancy programme. The outcome 

variable was perception dichotomized into positive and negative perceptions. Data were 

analyzed using frequency and percentages, as well as for analytic weighted mean.  The 

result showed that the goal of ethics education was perceived to be having a positive 

impact on accounting staff and students. The study concludes that it is important to 

strengthen the existing ethics education in tertiary institutions to enhance the overall 

goal of ethics education in the Accounting Profession. 

Keywords: Perception, Goal, Awareness, Attitude, Ethics Education, Accounting 

profession 

 

1. INTRODUCTION 

Ethics is one of the core of the accounting profession in every organization, which has begun to 

gain recognition in the profession. Ethics in accounting education has become an issue on a daily 

basis as student and staff needs to conduct themselves within the limits of good ethical standards 

education. Karen (2018) described ethics as a part of a philosophy that studies human behavior 

and beings. It is a systematic approach to understanding, analyzing, and differentiating matters of 

right and wrong, good and bad, and admirable and deplorable as they relate to the well-being of 

and the relationship within perceived beings. Further, the recent accounting standards and 

corporate failure have brought about research interest in ethics education among accountants 

globally.  
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The need for ethics education to be inculcated into the teaching curriculum syllabus in tertiary 

institutions has become imperative to enable students toprepare adequately to confronting ethical 

issues that may arise from future practice, as  they must be grounded in ethics education in 

accounting  to enhance moral credibility of future accountants.According to Wyatt (2004), the 

issue revolving around ethics education in accounting is not a novel subject to the profession. 

However, the contemporary eruption of the scandal surrounding the industry such as Enron and 

Arthur Andersen, and the subsequent passing of the Sarbanes-Oxley Act in 2002 forced the 

industry to reexamine the ethical standards, or lack thereof, that accounting professionals were 

required to uphold. Arthur Andersen’s collapse made evident the profession’s ineffective attitude 

regarding professionalism (Soetan, 2018). And Rnjheta, Abdul and Zubiru, (2017) described 

ethics as a study of moral values and judgment. 

 

Ethics is the rule involved in the actions of people and how these actions affect both one’s 

welfare and the welfare of others. Ethics in accounting is narrowly identified with personal 

integrity or professionalism. Changgo (2009), Usang, Agbor & Kabiru (2013) and Ofonime 

(2013) referred to ethics education in accounting to be a social life which influences the 

relationship between peoples on how to makethe  right decision in contexts where ethical value, 

like integrity and professionalism conflict with other payoffs. Banerjee and Ercetin (2014) 

describe ethics education in accounting to be a code of system or morals that differentiate 

between good and bad, wrong and rights about people’s actions. Oyebisi, Wisdom, Ayodotun, 

Abimbola and Eche (2018) describe it to be how a person, community, organization generally 

communicate with one another and interact in a particular way. Obiora (2017) stresses that ethics 

education is a means through which the individual in the society gains access to opportunities, 

resources and Power which increases the value chain of any nation. 

 

The importance of ethics in accounting education is tailored towards improving individual 

student’s ethical disposition before they are certified as an accountant (Miller & Beker, 2011). 

According to Saputra (2013), ethics education is an important key that can be used in developing 

the accounting profession in Nigeria. An ethics education is a relationship between perspectives 

and descriptive, which is how people ought to act and not how people act. Evidence is scanty on 

how accounting students and academic staff perceive the goal of the ethics education strategy. 

Studies such as Alexandre, Licenes& Rogerio 2017; Abdulahi, Mubaraq & Ahmad 2018; Jushua 

& Xu (2018); Cheung, (2020) have examined ethics education in a different perspective but none 

of the studies examinedthegoal of ethics education in tertiary institutions.  These studies address 

the limitation by assessing the perception and attitude of student and academic staffand also 

assess gender and status differences in the perception of ethics education goal among 

studentsAccountancy Department,and Federal Polytechnic, Bida, to the goal of ethics education.  

 

2. LITERATURE REVIEW 

Studies such as Shapira-Lishchinsky 2020; Cheung 2020; Kidd, Miner, Schein, Blauw & Allen 

2020; Soetan 2018; Jaijairam 2017; Aghdammazrach & Karimzadeh 2017; have reported mixed 

findings on ethics education and the impact on students while other studies reported a positive 

relationship between student’s ethical decision and ethics training and few reported 

otherwise.Alexandre, Liciane and Rogerio (2017) evaluate student’s perception of professional 

ethics, and findings indicated that individual analysis in the study significantly influences ethical 

attitudes. The result implies that ethical education has an impact on the conduct and perception 
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of the ethics of future professionals. Another study that makes similar findings is that of Farah 

and Rofayda (2018) that investigated the Lebanese professionals’ perception of curriculum, it 

reveals that ethics education has a positive correlation with Lebanese professional. Result reveals 

that professionals acknowledge and accepted the university accounting programme of ethics 

education. 

 

Abdulahi, Mubaraq & Ahmad (2018) examined the impact of ethics education on the accounting 

student of universities in Nigeria. The study adopts a survey research design with the population 

of all accounting students who have offered or offering courses in accounting ethics in the 

universities located in Kwara state using one -way analysis of variance (ANOVA) and the 

Kruskal-Wallis test. The study revealed a positive relationship between learning ethics and 

accounting students. However, these results indicated that learning of ethics in accounting 

education enhanced ethical consciousness, awareness, sensitivity and judgment- making ability 

within the students with evidence that students agreed on the value-relevance of ethical 

education in other to resolve future ethical challenges in the practicing of their professions. 

Amelia (2017) empirically concluded that ethics education curriculum exists but they 

significantly differed from institution to institution.  

 

Koumbladis and Okpara (2008) studied the perception of ethical behavior among students in 5- 

year accounting programme and their view on the accounting profession in the 21st century and 

beyond and found out students are aware of the importance of ethics education and the effect on 

the economy as a whole, this makes the student understand their responsibilities in connection to 

unethical issues or challenges. Jinhua and Xu (2018) found that ethics strength has a 

minimuminfluence on the professional ethics perception of accounting. Umar and Gungormus 

(2013) investigated accounting professional perceptions of ethics education awareness and result 

reveals most of the accountant practicing has not taken ethics education previously and conclude 

ethics education should betaughtin secondary and high levels for students to have the awareness 

from the starting point of education. Usang, Agbor and Kabiru (2013) concludes some of the 

students are aware of ethics education, but the knowledge was not obtained from the  class room 

but from other perspectives, this result shows that teaching  ethics education in accounting will 

produce ethically and responsible professional accountant in the nearest future. 

 

Martnov-Bennie and Mladenovie (2015)provide evidence on whether an ethical decision- 

making framework alone or part of comprehensive integrated ethics education has any effect on 

accounting students. Result reveals an ethics framework can only have an impact on the student 

only if they have not being exposed to the framework previously. The study of Low, Davey and 

Hooper (2008) found a negative result where it was indicated by the student that ethics education 

does not influence their ethical behavior. This means ethical education in accounting does not 

have any significant impact on their ethical attitude, though it should be included in their 

curriculum  

 

Cooper, Leung, Dellaportas, Jackling and Wong (2008) provide significant evidence of a group 

of students who have obtained formal knowledge in ethics education based on principles and 

rules. These findings indicated that students who are taught ethics education in accounting had 

positive reactions to ethics education goals in accountancy. According to Uwuigbe and Ovia 

(2011), ethics should betaughtwell as an independent course in the accounting curriculum so that 
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future accountants would have embeddedin them, the required ethics needed in carrying out their 

responsibilities.This result is in line with the view of Warinda (2012). Mele (2005) reveals the 

goal of ethics education in accountancy is to impact the ethical behavior of those receiving this 

education and not to provide theories to settle the future challenge, which is in line with the work 

of O’Leary (2000). 

 

Khattab & EI Hout (2018) research findings indicated that ethics education is very important in 

their career in Lebanese and added support to incorporate ethics education in the universities’ 

accounting programs. Igbal, Furgan, Mapparessa and Tenriwaru (2019) found that the affectivity 

of ethics learning contributed to students’ behavior and attitude in accounting practice. These 

findings show the importance is ethics education to accounting student and staff of tertiary 

institutions 

 

Musa (2019) throws support behind the study by recommending in the paper that corporate 

bodies should also establish ethics compliance departments to enhance and increased the 

enforcement of ethical compliance in the various economic institutions including polytechnics 

and universities.Ahmed, Yusof, Mustaffa, Wahid & Halim’s (2019) findings revealed that the 

Islamic ethics principle should also be incorporated in the accounting curriculum in other to 

integrate Islamic ethics in their teaching and learning process. This means that ethics education 

should not be limited to the accounting profession only. Hence it should be generalized in all 

courses 

 

Soetan’s (2018) study calls for the inclusion of ethics as a separate course in Nigeria tertiary 

institutions. This will help the graduated accounting students discharged their professional 

service effectively. Aside from ethical factors, Shapira-Lishchinsky’s (2020) findings indicated 

codes of ethics as other factors that influence accounting professional practices’ in Nigeria. 

Moreover, the ethical factor is likely to be the root cause of the identified factor. Kidd, Miner, 

Schein, Blauw & Allen (2020) and Jaijairam (2017) examine the emerging trend in ethics 

education. Their research findings showed that the accountant’s role is dependent on accounting 

professional ethics. They call for morals, attitudes, and valuable education that will improve 

accounting professionals in Nigeria. Cheung (2020) stated that ethics education positively impact 

professional competent accountant in reporting financial statement to the users. The study further 

indicated the inclusion of ethics as a separate course in the entire tertiary institutional programme 

tends to increase the accounting students’ profession morally and ethically.This means that ethics 

education should not be limited to accounting profession only. Hence it should be generalized in 

all courses. 

 

3. METHODOLOGY 

The study utilised primary data with a structured questionnaire design for the study. The 

sampling was purposive due to the need to select people who have at least moderate education 

and understanding of ethics education in accountancy. Data were collected by administering the 

questionnaire to students and staff of the Accountancy Department of the Federal Polytechnic, 

Bida. Two hundred and fifty (250) questionnaires were administered based on the 250 sample 

size determined for the study. However, only 211 completed and returned questionnaires were 

analyzed in the study. The outcome variable was perception dichotomized into positive and 

negative perceptions. 
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4. RESULTS AND DISCUSSION OFFINDINGS 

Table 1: Distribution of Respondents’ Characteristics 

 

Characteristics Frequency Percentage 

Gender 

Male 120 56.87 

Female 91 43.13 

Total  100.00 

Status 

Staff 48 22.75 

Students 163 77.25 

Total  100.00 

Age 

24 years 76 77.25 

25-34 93 44.08 

55 years above 42 19.91 

Total 211 100.00 

 Source: Fieldwork, 2020 

 

Table 1 summarized the characteristics of the respondents. More than half (56.87%) were male 

while the remaining (43.13%) were female. Besides, 22.75% of the respondents were students 

while more than three-quarters were a student. The age distribution showed that slightly above 

one- third (36.02%) were in age bracket less than 24years 44% belongs to the age bracket 25 and 

35years and (19.1%) were in age group 35years and above.  
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Table 2: Assessment of the Goal of Ethics Education among Accountancy Staff and Students of Federal Polytechnic Bida 
Variables Obs Weight Mean  SD Gender Status Age-group 

     Z p-value Z p-value Kwallis p-value 

Statement 1 

Ethics education is relevant 

211 1028 5.98 1.64 -1.370 0.1708 -0.062 0.9501 0.607 0.7381 

Statement 2 

Including ethics in accounting education is important 

211 1046 5.78 1.64 -1.110 0.2670 -0.364 0.7158 0.652 0.7219 

Statement 3 

Ethics education should be separated from general ethics 

211 946 5.39 1.50 -1.208 0.2269 -2.010 0.0444* 9.736 0.0077* 

Statement 4 

The goals of ethics education in accounting should help students 

and staff relate accounting education to moral issues 

211 1044 5.67 1.59 -1.452 0.1464 -0.401 0.6884 0.165 0.9209 

Statement 5 

The goals of ethics education in accounting should help student and 

staff develop a sense of moral obligation or responsibility 

211 1096 5.88 1.36 1.006 0.3143 0.229 0.8185 0.249 0.8829 

Statement 6 

The goals of ethics education in accounting should help student and 

staff deal with real- life ethical issues 

211 1093 5.83 1.35 -1.175 0.2399 -0.470 0.6385 0.198 0.9058 

Statement 7 

The goals of ethics education in accounting should be to help 

student and staff recognize issues in accounting that have ethical 

implications 

211 1127 5.89 1.28 0.554 0.5796 0.575 0.5652 0.083 0.9593 

Statement 8 

The goals of ethics education in accounting should be to set the 

stage for change in ethical behavior 

211 1133 5.94 1.19 0.852 0.3940 -1.179 0.2384 0.529 0.767 

Statement 9 

The goals of ethics education should be to help students and staff 

understand the history of ethics and its relationship to the general 

field of ethics 

211 1167 6.08 1.20 -1.384 0.1662 -0.518 0.6041 0.999 0.6068 

Statement 10 

The goals of ethics education in accounting should be to help 

student and staff learn to deal with exercising judgment in 

accounting practice 

211 1196 6.21 1.11 -0.710 0.4780 0.242 0.8092 0.580 0.7481 

Source: Fieldwork 
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Table 2 presents the results of the assessment of the goal of ethics education. The assessment 

was carried out with the aid of ten constructs (statements) thereafter; the relevance of the goal of 

ethics education was identified. All the questions were captured using a seven-point Likert scale. 

Analytical weighted mean was employ to assess the relevance of goals of ethics education in 

accountancy. Analytic weights are inversely proportional to the variance of an observation 

typically; the weight is the numbers of the construct that give rise to the average. Thereafter, the 

Mann-Whitney U test and the Kruskal-Wallis test were used to examine the differences in the 

respondent’s assessment of the goal of ethics education. Analytic weighted mean equals 3.5 was 

considered as the cut-off point.  

 

This implies that those constructs with a weighted mean of 3.5 and above are relevant. Similarly, 

a weighted mean score that is close to seven indicated strong agreement with the relevance of the 

constructs while a score close to one indicated strong disagreement with the statement. The 

findings as displayed in table two reflected that respondents strongly agreed with the entire ten 

constructs provided. This suggests that respondents agreed that the goal of ethics education 

among accountancy staff and the student is relevant. Further analysis was carried out to examine 

whether existed differences in ethics education among respondents.  

 

The difference was examined between males and females and the result indicated that there was 

no difference in the assessment of the goal of ethics education. Similarly, the difference was also 

examined by status, in terms of student and staff, the result also reveals that there is no difference 

in the assessment of goal of education between student and staff except statement three where 

difference existed. Also, the age group result further showed that there existed no difference in 

the assessment of the goal of ethics according to age group except statement three where there 

existed a difference.  

 

The study assessed the perception of positive and negative of the goal of ethics education 

accountancy staff and students. In this study, it was found that both staff and students agreed that 

goal of ethics education is relevant in accountancy. This finding is consistent with previous 

studies that have demonstrated the relevance of the goal of ethics education in accountancy 

(Abdulahi et al. 2018) and (Jaijairam 2017).  However, this finding contradicts that of Low et al. 

(2008) where the negative perception of the goal of education among accountancy was found. 

This implied that ethical education has no positive impact on their ethical attitude. Also, the 

assessment of the goal of ethics education was not different among staff and students; male and 

female, and across age group. It is against this setting that ethics education as a separate course 

should be thought of in all tertiary institutions and supported by Nigerian accountancy students. 

 

5. CONCLUSION AND RECOMMENDATIONS 

Ethics education in accountancy will be of benefit to those who wish to be practicing 

professionals in the future while discharging their professional duties. The study recommends 

that Ethics education in accountancy should be incorporated into the curriculum of accounting 

students both at the national and higher national diploma and should be taught separately as a 

course on its own, to develop and produce the needed accounting professionals in Nigeria 

tertiary institutions.  
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Abstract 

This paper examined the level of adoption of social networking amongst SMEs, 

determined the factors influencing the adoption of Social Networking among the SMEs; 

and investigated the effect of Social Networking sites’ usage on performance of SMEs 

in Southwest Nigeria. The study used mainly primary data on a sample size of 394. The 

results showed that level of adoption of social Networking amongst the SMEs was high 

(61.1%). A substantial percentage (40.2%) of the respondents were early adopters, 

others (30.8%) were innovators, few (13.1%) were early majority while 13.6% and 

2.3% were late majority and laggards respectively in the adoption of social networking. 

Government factors (t = 8.980, p = 0.000) had the most significant effect on social 

networking adoption by SMEs followed by knowledge factors (t = 1.899, p = 0.058). 

Also, social networking sites’ usage statistically and significantly contributed (t = 8.536, 

p = 0.000) to SMEs’ performance. The study concluded that the adoption of social 

networking sites increased the performance of SMEs in Southwest Nigeria thereby 

constituting implications for a post-COVID era.  

 

Keywords: Social Networking, Early Adopters, SMEs, Network sites, Performance. 

 

1. INTRODUCTION 

The Internet is a worldwide network of interconnected computer systems. Sequel to the 

diffusion of Internet within the past twenty years, the adoption of social media such as 

Myspace, Twitter, LinkedIn, and Facebook, began to gain ground (Dolwick, 2009).  The act 

of interacting with people via these social medias is referred to in this paper as social 

networking. Nearly ninety percent of all online or internet users adopt social media in one 

way or the other (Dutton & Reisdorf, 2019; Dolwick, 2009). These social media allow users 

to meet new people and friends in their own community and across the world (Dolwick, 

2009). Businesses are also not left out of this trend, owners set up online storefront as a way 

to advertise and promote their activities.  

 

SMEs in Nigeria are seen as the backbone of the economy and key source of economic 

growth, dynamism and flexibility. The SME sector provides, on average, 50% of Nigerian 

employment, and 50% of its industrial output.  SMEs have gained prominence and are 

considered as seed bed of innovations, inventions and employment generation/creation 

(Kabir, 2019). Social networking is envisaged to be an enhancer of SMEs contributions to 

the economy. However, the extents to which SMEs adopt social networking in Southwest 

Nigeria remains unclear. Hence, this research was aimed at investigating social networking 

and its effect on the performance of SMEs in Southwest Nigeria using the following 

questions as a guide: what is the level of adoption of social networking among SMEs in 

Southwest Nigeria? What are the factors influencing the adoption of Social Networking 

among the SMEs? And how is Social Networking site usage promoting SMEs’ performance 

in the region? 
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2. LITERATURE REVIEW 

Businesses want to enhance their performance in both financial and non-financial areas. 

Financial Performance Indicators (FPIs) are generally based on income statement or balance 

sheet statement, sales growth and reduction in expenses (Suhanto & Damayanti, 2019). Chen et 

al. (2018) and Nyarku & Ayekple (2019)posit that although social networking enhances the 

financial performance of businesses, non-financial performance is equally important. This is 

because traditional performance measures which are largely dependent upon finance have been 

criticized by many researchers (Ganiyu, Barbara & Paul, 2018; Kyazze, Nsereko & Nkote, 2020; 

Ardi & Murwaningsari, 2018), these financial measures are short-term, lagging indicators and 

are not proactive to indicate the present and future (Ravelomanantsoa, Ducq & Vallespir, 2019; 

Tibyan, Wibisono & Basri, 2019).  Non-financial Performance Indicators (NPIs) includes 

number of employees, operations, cycle-time, advertisement, competitive positioning, market 

share and customer relationships (Ryu, & Yi 2019). Social networking can contribute greatly to 

small business positioning, increase market share and good customer relation (Bourne, 2007). A 

number of studies (Vetráková et al. 2018; Torkkeli et al, 2019) have given evidence to the 

importance of social networking to SMEs success especially in recent times owing to the 

indispensability and versality of information system. 

Despite the improvement of business performance accruable from the use of Social Networking 

for advertisement, awareness and marketing, a number of literatures (Kuteyi, 2009; Apulu & 

Lathman, 2009) still report that its adoption and usage among SMEs is relatively low in Africa 

when compared to developed countries. Relevant literatures (Endwell, Nnanyelugbo, & Chieme, 

2014; Olise, Anigbogu, Edoko & Okoli, 2014; Ogunnike and Kehinde, 2013) attest to the usage 

of social media by individuals in businesses. These studies could not be adjudged as a good 

reference for the level of adoption of social networking by small and medium enterprises in 

Nigeria because of the focus (which was on advertising only and on the financial aspect of 

business performance only) and the respondents were not always ascertained to be SMEs 

operators (an in some cases, they were individuals). 

 

Zuwarimwe & Kristen (2010) studied the role of social networks in development of SMEs in 

Zimbabwe. It was established that rural non-farm entrepreneurs resorted to their social networks 

for information and other resources needed to establish and expand their enterprises, and that 

there were some gender differences in the use of the various social networks.  Ogunnaike, & 

Kehinde (2013) studied social networking and business performance of some selected 

entrepreneurs in Sango-ota Ogun State. The result revealed that facebook and twitter were the 

most visited social network by entrepreneurs for business purposes. It further revealed that social 

network had significant effect on sales turnover. Olise, Anigbogu, Edoko, & Okoli (2014) 

researched on determinants of ICT adoption for improved SME’s performance. The study 

established that the agencies that regulate SMEs should formulate policies that will facilitate the 

adoption of ICT because of its potential in improving firms’ growth, productivity and 

competitiveness. 

 

On the theoretical underpinning for social networking, the Diffusion of Innovation (DOI) 

Theory, developed by E.M. Rogers in 1962 was found relevant. It is one of the oldest social 

science theories that originated in communication to explain how, over time, an idea or product 

gains momentum and diffuses (or spreads) through a specific population or social system. The 

end result of diffusion is that people, as part of a social system, adopt a new idea, behavior, or 

product. Adoption means that a person does something differently than what they had 

previously. The key to adoption is that the person must perceive the idea, behavior, or product as 

new or innovative and subsequently accepts and put it to use; at which point diffusion is 
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achieved. There are five established adopter categories as given by Roger (1995) namely: 

Innovators (the first to try new innovations), Early Adopters (they are aware of the need to 

change and so they do), Early Majority (Late in accepting new ideas but do so before an average 

person), Late Majority (the one skeptical of change and will only try new innovations after they 

have been tried by the majority) and Laggards (the people bound by tradition and are very 

conservative). These were used during the course of this study to determine extent of adoption of 

social networking 

 

3.  METHODOLOGY 

This paper relied on primary data sourced from SMEs’ operators and workers. The population of 

the study consisted of twenty-six thousand, seven hundred and forty-four (26,744) SMEs as 

obtained from National Bureau of Statistics (NBS)/Small and Medium Enterprises Development 

Agency of Nigeria (SMEDAN) survey of 2019 that cut across all sectors in Southwest states.  

Slovins’s formula was used to calculate an appropriate sample size from the population. The 

formula is written as:  

n  =   N        . 

         (1 + Ne2)  

where  

n  =  Number of samples,  

N  =  Total population (26,774), and  

e  =  Error tolerance (0.05). 

n =      26,774           . 

1+26,774(0.05)2  

n  =  394.105 ≈ 394 

 

The principle of Probability Proportional to Size (PPS) was adopted to allocate the numbers of 

questionnaires to be distributed in each state capital. The structured questionnaire used elicited 

information on Level of Adoption of Social Networking Sites, Factors influencing adoption of 

social networking, and Effects of social networking usage on SMEs’ performance. The variables 

involved in the study are described below:  
 

a. Business performance: Business performance was defined as the achievement of 

business’ objectives using critical success factors including financial and non-financial. 

b. Profile: The degree of exposure to public notice; or visibility. 

c. Social networking: (also social Networking site or SNS) is a platform to build social 

networks or social relations among people who share interests, activities, backgrounds 

and real-life connections through an interchange for social media or social network. They 

included social network sites’ usage with specific focus on Facebook, YouTube, 

WhatsApp, Instagram, Twitter, Reddit, Pinterest, SnapChat, Ask.fm and Tumblr. 

d. The dependent variables (performance) was proxied with positioning, market share and 

customer retention.  

i) Positioning: This is one of the non-financial performance indicators (NPIs). It is 

how the essential benefits of a business are communicated to the potential 

customers.  It is used as an organized system for creating the image of a business 

in the mind of browsers of social networking sites.  

ii) Market Share: This is one of non-financial performance indicators (NPIs). It is a 

long-term growth of business which is tied directly to the owner’s ability to not 

only reach customer base, but also expand it to accommodate long-term goals. 

These are the strategies adopted in research and development, social networking 

and marketing directed towards increasing the numbers of loyal customers. Loyal 
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customers are not “one time off” buyers, but those that buy products/service and 

tell others about it.  

iii) Customer retention: It is the last among the non-financial performance 

indicators that was examined here in this research. It is the act of understanding 

customers and being able to satisfy their needs. It is crucial to the strength of the 

business, because one unsatisfied customer can negate the promotional impact of 

several satisfied customers. Having strong customer service polices will add to the 

success of small and medium scale enterprises.  

e. The factors influencing adoption of social network were proxied using (cost, government 

and knowledge factors).  

 

The variables used are elaborated on and discussed under each objective for clarification. 

Objective One: To examine the level of adoption of social networking among SMEs in 

Southwest Nigeria. This was measured by analyzing the responses to Section B of the research 

instrument (questionnaire). This was tested by examining the number of people in the group of 

(innovators, early adopters, early majority, late majority, and the laggards) with the period of 

adoption in their business. The period (in years) of adoption which is a follow-up question was 

used to corroborate the result of the previous section.   

 

Objective Two: To determine the factors influencing the adoption of social networking among 

SMEs. Factors categorization such as Costs, Government and Knowledge factors according to 

(Jack & Ai, 1981) influenced the adoption of social networking. Three questions were posed as 

constructs under each category which were also ranked in Relative Importance Index (RII) to 

rank the factors based on the order of their importance. 

 

Objective Three: To investigate the effect of social networking sites’ usage on SMEs 

performance. The frequency of usage of the ten (10) social network sites (Independent variables) 

including (Facebook, YouTube, WhatsApp, Instagram, Twitter, Reddit, Pinterest, SnapChat, 

Ask.fm and Tumblr) was measured and analyzed viz-a-viz the forms of performance (dependent 

variables), in the areas of (Positioning, Market share and Customer retention). These 

performance indicators were non-financial performance proxies as used by (Jack & Al, 1981).  

Data gathered were analysed using Descriptive statistics such as percentages, tables and charts 

from the responses collected in the questionnaires. Inferential statistics such as regression and 

Chi-Square were also used. 

 

4. RESULTS AND DISCUSSION 

Three hundred and Ninety-four (394) questionnaires were administered, 383 were retrieved 

representing (97.2 percent). The socio-demographic information from the respondents revealed 

that majority of the respondents; 201 (52.5%) were female while the remaining proportion 182 

(47.5%) were male. This indicates that females were more represented in the study. In addition, 

119 (31.1%) of the total respondents were in the age group of 31-40 years, 92 (24.0%) were in 

the age bracket of 41-50 years while 88 (23.0%) and 84 (21.9%) were in the age bracket of 

51years and above and less than 30 years respectively. Also, more than half of the respondents 

representing 249 (65.0%) were married while 119 (31.1%) were single. Among the married 

respondents, 9 (2.3%) were divorced while 6 (1.6%) were widowed. Educationally, about 33% of 

the respondents had OND/NCE, 125 (32.6%) had B.Sc./ HND, 95 (24.8%) had SSCE while few 

respondents representing 37 (9.7%) had MPA/MBA/M.Sc. degrees respectively. More so, on the 

location of business, 165 (43.1%) agreed that their businesses were majorly concentrated in 

Lagos state, 115 (30.0%) agreed they were located in Oyo state, 32(8.4%) were concentrated in 

Osun state while 30 (7.8%), 26 (6.8%) and 15 (3.9%) were located in Ondo state, Ogun state and 
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Ekiti state respectively. Conclusively, on the sector of businesses, 172 (44.9%) agreed that their 

business was Agricultural-based, 132 (34.5%) were commerce-based while 36 (9.4%), 26 (6.8%) 

and 17 (4.4%) were into construction, education and mining-based sectors of businesses. The 

implications of these results were that females made use of social network more than males 

(Krasnova, Veltri, Eling & Buxmann, 2017), young people were starting SMEs (Thompson 

Agyapong, Mmieh, & Mordi, 2018), more married people than single were involved, and most 

of the business were based in Lagos state (Agwu, 2018). 
 

Level of Adoption of Social Networking amongst SMEs in Southwest Nigeria 

Table 1 shows the level of social networking adoption among SMEs in Southwest Nigeria. From 

the table, majority of the respondents 154 (40.2%) were early adopter of social networking, 118 

(30.8%) were social network innovators, 52 (13.6%) were late majority, 50 (13.1%) were early 

majority while few respondents 9 (2.3%) were laggards. Furthermore, the table revealed the year 

of social networking adoption, 129 (33.7%) adopted social networking between the year 2012 

and 2015, 95 (24.8%) adopted social networking between 2008 and 2011, 91 (23.8%) adopted 

between 2016 and 2019 while 68 (17.8%) adopted between 2004 and 2007 respectively. 

Objective one was to examine the level of adoption of social networking among the SMEs in 

Southwest Nigeria. The result showed that the adoption rate was high (61.1%) and that 33.7% 

(2012 - 2015) has adopted social network as against (Kuteyi, 2009; Apulu and Lathman, 2009) 

which reported low rate of adoption. The increased rate of social networking might have been 

triggered by COVID-19 which placed restriction on physical conduct of business. It is envisaged 

that usage might even increase in years to come. Furthermore, Table 1 reveals that 39.2% of the 

respondents disagreed that the business needs to wait for others before adopting social 

networking; 43.1% of the respondents strongly disagreed that the business want to see others 

using social networking before adopting it; 41.3% disagreed that the business do not join social 

networking when others were doing it; 52.7% strongly disagreed that their businesses were so 

conservative in adopting social networking for business and 61.1% of the respondents were in 

disagreement that their businesses does not use social networking. 

 

Table 1: Level of Adoption of Social Networking amongst SMEs in Southwest Nigeria 

Variables Category Frequency  Percentage 

Levels of Adoption of SMEs Laggards 9 2.3 

Late Majority 52 13.6 

Early Majority 50 13.1 

Early Adopter 154 40.2 

Innovators 118 30.8 

Year of adoption of social 

networking 

2004-2007 68 17.8 

2008-2011 95 24.8 

2012-2015 129 33.7 

2016-2019 91 23.8 

 Statements SA(5) 

(%) 

A(4) 

(%) 

N(3) 

(%) 

D(2) 

(%) 

SD(1) 

(%) 

TOTAL 

(%) 

1. Does your business need to wait 

for others before adopting social 

networking? 

25 

(6.5) 

32 

(8.4) 

62 

(16.2) 

115 

(39.2) 

114 

(29.8) 

383 

(100.0) 

2. Our (My) business want to see 

others using social networking 

before adopting it. 

48 

(12.5) 

56 

(14.6) 

14 

(3.7) 

100 

(26.1) 

165 

(43.1) 

383 

(100.0) 

3. My (our) business do not join 36 40 26 158 123 383 
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social networking when others 

are doing it 

(9.4) (10.4) (6.8) (41.3) (32.1) (100.0) 

4. We are so conservative in 

adopting social networking for 

business. 

- 67 

(17.5) 

49 

(12.8) 

65 

(17.0) 

202 

(52.7) 

383 

(100.0) 

5. We (I) do not use social 

networking in (our) my 

business. 

- 132 

(34.5) 

17 

(4.4) 

44 

(11.5) 

190 

(49.6) 

383 

(100.0) 

Source:Field Survey, 2020 

LEGENDS 

SA – Strongly agree, A – Agree, N – Neutral, D – Disagree, SD – Strongly disagree 

 

Factors influencing the adoption of Social Networking among SMEs 

Table 2 shows the descriptive analysis of different factors influencing the adoption of social 

networking respectively, with the rank to which they belong. The factors influencing adoption of 

social networking were ranked using (Relative Importance Index) RII; this allows the researcher 

to identify the most significant factors affecting the adoption of social network by SME’s. Social 

Networking set-up and maintenance (subscription) cost too high, ranks number one (4.57) among 

cost factors. In terms of Government factors, there were no effective laws to protect consumer 

privacy (2.46), ranks number one and in terms of knowledge factors, lack of information on 

markets (4.57), ranks number one. 

 

Table 2.1 shows the correlation analysis between the combined factors influencing adoption and 

adoption of social network.  Table 2.3 revealed that the combined factors had (F = 120.242, p < 

0.05) a significant and positive effect with adoption of Social Networking by SMEs. The 

implication of these results was that (r2 = 0.475) on table 2.1 tells how much of the variance was 

explained by the dependent variable (adoption of social networking). This implies that for any 

change in the combined factors, the adoption of social networking will be directly affected. 

Hence, it signifies that 47.5% of factors influencing adoption of social network by SMEs in the 

Southwest Nigeria were caused by the combination of knowledge factors (technical know-how, 

risk factor and complex application), government factors (infrastructure, security and 

government policy), and cost factors (acquisition/ training cost, subscription and connectivity 

and maintenance cost).  

 

Further analysis from table 2.2 shows the result of the correlation coefficients of individual 

factors (cost factors, t = .915, p > 0.05; government factors t = 8.980, p < 0.05 and knowledge 

factors t = 1.899, p > 0.05) influencing the adoption of social networking by SMEs. This implies 

that government factors (t = 8.980, p < 0.05) had the most significant effect on the adoption of 

social networking by SMEs followed by knowledge factors. 
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Table 2: Descriptive Analysis of Factors Influencing the Adoption of Social Networking by SMEs 

 

Source: Field Survey, 2020 

Factors influencing the adoption of Social Networking by SME 

Factors 

Cost factors 
SA A N D SD  

TWF 

 

RII 

Rank 

% % % %    % Position 

Lack of fund for social network makes me not to adopt it. 36.8 38.9 3.1 11.7 9.4 1463 3.82 2 

Social Networking set-up and maintenance(subscription) cost too high 57.4 42.3 0.3 -- -- 1751 4.57 1 

Hidden charges by the service providers. 4.2 7.3 16.4 24.0 48.0 749 1.95 3 

Governmental Factors 

There is no effective law to protect consumer privacy 31.9 3.1 0.5 7.8 56.7 941 2.46 1 

The legal environment is not conducive to conduct business on the 

internet 
24.3 6.8 0.5 13.8 54.6 890 2.32 2 

Government did not demonstrate strong readiness to promote social 

networking 
-- -- -- 27.4 72.6 488 1.27 3 

Knowledge factors 

Lack of information on the usage of social networking in business 42.6 17.2 14.1 11.5 14.6 1358 3.62 3 
Lack of information on markets 57.4 42.3 0.3 -- -- 1751 4.57 1 

Difficulty in knowing most suitable platform for my (our) businesses 

among social networking. 
53.5 20.6 11.0 -- 14.9 1524 3.98 2 

Table 2.1: Correlation Coefficient of Combined Factors Influencing Social Network Adoption by SMEs 

Model Summaryb 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .689a .475 .471 .146 

a. Predictors: (Constant), Knowledge factor, cost factor, Govt factor 

b. Dependent Variable: adoption 
 

Table 2.2: Multiple Regression Showing Individual Factors Influencing the Adoption of Social Network by SMEs 

Model Coefficients T Sig. 

B Std. Error 

 ( 1.           (Constant) 2.180 .065 33.775 .000 

Cost Factor .015 .016 .915 .361 

Govt. Factor .084 .009 8.980 .000 

Knowledge 

Factor 

.024 .013 1.899 .058 

Table 2.3: Analysis of variance showing factors influencing adoption of social networking 

ANOVAb 

Model Sum of Squares Df Mean Square F Sig 

1        Regression 249.231 3 83.077 120.242 .000a 

          Residual 261.856 379 .691   

          Total 511.086 382    

a. Predictors: (Constant), Knowledge factor, Cost factor, Govt. factorb. Dependent Variable: adoption 



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

260 
 

LEGENDS 

SA – Strongly agree, A – Agree, N – Neutral, D – Disagree, SD – Strongly disagree 

TWF – Total Weight Factor; RII – Relative Importance Index 

 

Table 3 shows the relative important index (RII) for individual SMEs’ performance variables 

(Positioning, Market share and Customer retention) ranking from 1 (least important) to 5 (most 

important). This is to determine the effect of social network site usage. For positioning, increased 

customers’ awareness (2.46) ranked first while for market share, improved achievement of 

market goal (4.57) ranked first. For customer retention, improvement in customer demand (4.57) 

ranked first. This implies that on the overall ranking, improved achievement of marketing goals 

and improved customer demand ranked the highest (4.57) on a 5-point rating.  

 

Table 3: Descriptive Analysis of Effects of Social Networking sites’ usage on SMEs’ 

Individual Performance Variable 

Source: Field Survey, 2020 

 

LEGENDS 

IG – Increase greatly, IS – Increase slightly, SS – Stay the Same, SD – Slightly decrease, DG – 

Decrease greatly; TWF – Total Weight Factor; RII – Relative Importance Index 

 

Regression Summary of Effect of Social Networking Sites’ Usage on SMEs Performance 

Regression was run to examine the effect of Social Networking Sites’ Usage on SMEs 

Performance. The regression model summary and regression coefficient in table 4 show the 

extent to which social networking sites’ usage affects SMEs’ performance in Southwest Nigeria. 

Table 4 shows that the variable social networking sites’ usage with (t = 8.536, p < 0.05) had 

significant effect on SMEs’ performance in Southwest Nigeria. The social networking sites’ 

usage variables together were responsible for 15.8% (table 4) improvement on the performance 

of SMEs. This implies that holding other (performance) variables constant; if social networking 

sites’ usage goes up by one percent, the level of performance goes up by 15.8 percent. However, 

this implies further that other variables exists that affects the SMEs’ performance which were not 

Descriptive statistics of Effects of Social Networking usage on SMEs’ performance  

Performance 

Positioning 

IG  SS SD DG  

TWF 

 

RII 

Rank 

% % % % % Position 

Social Network usage increased customer awareness about my business. 31.9 3.1 0.5 7.8 56.7 941 2.46 1 

Social Networks sites’ usage improves our products / services to reach 

proper segment. 

24.3 6.8 0.5 13.8 54.6 890 2.32 2 

Social network usage improves content marketing for our target market 27.4 72.6 - - - 488 1.27 3 

Market share 

Social networks sites’ usage helps to increase our customer base. 36.8 38.9 3.1 11.7 9.4 663 3.82 3 

Social networks improved the achievement of our marketing goals  57.4 42.3 0.3 - - 1751 4.57 1 

Entering new markets is easy with social networking sites’ usage 4.2 7.3 16.4 24.0 48.0 1549 3.93 2 

Customer Retention 

Social network usage helped our business satisfy customers’ demand 51.3 26.1 16.4 - - 1751 4.57 1 

Customers satisfaction is assured with our updates and relationship on social 

networking sites 

23.5 75.7 0.70 - - 1524 3.98 2 

Usage of social networking increased our customer retention 42.6 17.2 14.1 11.5 14.6 1358 3.62 3 
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accounted for by this research. Further results showed the usage of three top social networks sites 

(Facebook, Twitter and YouTube) that contributed to market positioning, market share and 

customer retention of SMEs in Southwest Nigeria. Facebook, Twitter and YouTube combined 

showed (F = 72.858, p < 0.05) significant effect on non-financial performance of SMEs in the 

study area. The top three social networks (Facebook, Twitter and YouTube) had (F = 61.576, p < 

0.05) effect on positioning, (F = 56.406, p < 0.05) on market share, and (F = 249.932, p < 0.05) 

on customer retention among SMEs in Southwest Nigeria. Individually, Facebook contributed 

more to positioning, YouTube had greater effect on market share and customer retention than 

Facebook and Twitter. The regression result with adjusted r2 value of .158 shows Social 

Networking sites’ usage explains 15.8% of the SMEs’ performance in the region.   

 

Table 4: Regression Summary and Regression Coefficient for the Effect of Social Network 

Sites’ Usage on SMEs Performance 
 Regression Summary 
Model R R Square Adjusted R 

Square 

Std. Error of the Estimate 

1 .401a .161 .158 .334 

Regression Coefficient 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients T Sig. 
Correlations 

B Std. Error Beta Zero-Order Partial Part 

1 (Constant) 2.350 .170  13.798 .000    

   Sites’Usage .727 .085 .401 8.536 .000 .401 .401 .401 

Source: Field Survey 2020 

 

Discussion of Results 

This study examined the social networking sites’ usage and business (non-financial) performance 

of SMEs in Southwest Nigeria. Diffusion of innovation theory which anchored this study showed 

the characteristics of the adoption of innovation. The result showed that the adoption rate was 

high (61.1%) and that 33.7% more has adopted social network in between the year 2012 and 

2015 as against (Kuteyi, 2009; Apulu and Lathman, 2009) which reported low rate of adoption. 

Adoption rate might have been triggered by COVID-19 and is envisaged to go higher in years to 

come. 

 

Results also showed the factors influencing adoption of social networking using the RII method. 

In this respect, high set-up and maintenance (subscription) cost of social networking ranked first 

(4.57). This is in line with the finding of Muhammad et al (2010) which listed acquisition and 

training cost as one of the factors of technology innovation among the SMEs. In terms of 

Government factors, the highest-ranking factor (2.46) was that there were no effective laws to 

protect consumer privacy; this also consented with the report of Wang & Wu, (2011) which 

stated that government policy is a factor for SMEs to adopt innovation. Lack of information on 

markets with respect to knowledge factors, ranked highest (4.57) and this followed Mokhsin, 

Hamidi, Kamarulzaman, Zaino & Khamis (2018) which reported technical know-how as one of 

the factors for adopting social networking by SMEs. 

 

Furthermore, analysis showed the result of individual factors (cost factors, t = .915, p > 0.05; 

government factors t = 8.980, p < 0.05 and knowledge factors t = 1.899, p > 0.05) influencing the 

adoption of social network by SMEs. This implies that government factors (t = 8.980, p < 0.05) 

had most significant influence on the adoption of social network by SMEs in Southwest Nigeria. 

The correlation analysis result between the combined factors influencing adoption revealed that 
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the combined factors (knowledge, government and cost factors) shows (F = 120.242, p < 0.05) 

significant and positive relationship with adoption of social network. Also, result shows r2value 

of .475 which means that 47.5% of the combined factors influencing adoption of social 

networking by SMEs in the Southwest Nigeria.  

 

Simple Linear Regression was run to examine the effect of Social Networking Sites’ usage on 

SMEs’ Performance with a significant effect with social network sites’ usage (F = 72.858, p < 

0.05). This conformed to Ogunnaike, & Kehinde (2013) which stated that Facebook and Twitter 

were the most visited social networking sites by entrepreneurs for improving business 

performance. 

 
5. CONCLUSION AND RECOMMENDATIONS 

This study concluded that social networking adoption level among SMEs in Southwest Nigeria 

was high and will continue to go higher.  It also concluded that government factors followed by 

knowledge factors significantly influence the adoption of social networking by SMEs in 

Southwest Nigeria. Lastly, the study concluded that social networking sites’ usage had 

significant and positive effect on non-financial performance of SMEs in Southwest Nigeria. 

From the findings, this study recommends the: 

i) Strengthening of legal environment to enhance conducive conduct of business 

over the internet.   

ii) Subsidization of internet subscription cost to promote its usage for business 

iii) Provision of information to SMEs on markets for social networking  

iv) Usage of Facebook to achieve increased market positioning; YouTube for greater 

market share and customer retention than any other social network platforms 
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Abstract 

The role of human resources management in economic development of any country 

cannot be overemphasized. Thus, education and training has been identified as the 

major components by which human capital can be enhanced. The paper highlighted 

some of the various ways education and training contributed to the development of 

human capital. The paper further discussed the nexus between human capital formation 

and economic growth and development. The paper concludes by identifying the major 

challenges confronting human capital formation in Nigeria. The paper, therefore, 

concluded and recommended that adequate investment be made in education and 

training in order to accelerate economic growth and development.   

 

Keywords: Human Resource Management, Education, Training, Economic 

Development etc. 

 

1.  INTRODUCTION 

Human capital development has been recognized as a path way to growth and development in 

Nigeria. A country blessed with vast resources, both human and physical, yet, no significant 

progress has been made in terms of growth and development.  the rate of growth is nothing to 

write home about. This may not be unconnected to non- utilization of existing resources or 

inadequate investment in the critical areas of development. Human capital as the name suggest 

relates to human that are put into productive use. Hence, education and training play a crucial 

role towards enhancing human capital formation which ultimately improve productive capacity 

to accelerate growth and development (Omojimike, 2010).  

 

 The Nigeria reliance on technical-know how from other countries is the bane of its high level of 

unemployment, poverty and other problems confronting its citizen. This may not be unconnected 

to under-utilization and non-recognition of the important role played by education and capacity 

building in acceleration economic growth and development (Ojala, 2016).   Thus, there is   the 

need for government at all levels to take seriously investment in education, health and training 

through proper approach as this is the best way to develop its human resources.  

 

Available statistics show a significant decline in investment in education, health and training. For 

instance, the World Bank (2020) report identify a huge gap and decline in investment on 

education and health. It should be noted that the quality of human resources is enough to 

guarantee an improved system, but also the quantity is important for the attainment of maximum 

productivity. 

 

Fundamentally, human capital development of any country depends on range of factors.  

Therefore, adequate investment on education and training are important bedrock or foundation 
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for any human capital formation. Education adds value to the individual skills and knowledge 

and ability to relate in the society. Aside that, a well- educated labor force contributes 

significantly to productive capacity of the economy. In another related development, labor or 

worker with good health improves the outcome in education spending and vice-versa ( 

Omojimite, 2010) 

 

Thus, researchers opined that adequate investment in education and training  plays a significant 

role in human capital development(Ifeoma et al,2013) For instance, Lucas (1988) maintained that 

there is a close link between investment in education and training as the basis for growth and 

development. He stressed further that investment in education, health and training are capable of 

improving capital formation which ultimately led to economic growth and development through 

increased productivity. 

 

 For instance, Odo et al (2016) observed that adequate investment in education and health has 

contributed significantly to economic growth and development. Their findings is in line with 

Aminu (2011) that observed a strong relationship between human capital formation and 

economic growth and development. The application of econometric technique revealed that 

investment in education and training have had a significant impact on economic growth and 

development. It is in the line of the above, that this paper examined if there is a close link or 

relationship between investment in human capital and economic growth and development. 

 Therefore, the paper was structured into five main parts.  The first part is the introduction, the 

second part discusses the concepts related to the study and review of literature, the third part 

presents the methodology adopted in the study,  The fourth part presents the challenges of human 

capital formation, the fourth section presents the results and discussion of major findings and the 

fifth and final parts presents the concluding part of the paper. 

 

Objective of the Study 

The main objective of this study was to examine the impact of investment in education and 

training on economic growth and development. Specifically, the study aimed at determining the 

extent to which government spending has enhance human capital development through education 

and training.  

 

2.  LITERATURE REVIEW 

Concept of Human Capital  

 Human capital has been described differently by scholars based on perspective and 

understanding of what constitute human capital.  Adeyemi and Ogunsola Onakoya (2013) sees it 

as important element that aid in the development of resources for the benefit of mankind. This 

form the bedrock of social-economic development of the society, through adequate investment in 

education, health and training. Perhaps, a nation growth and development is tied to the level of 

investment made on both human capital and physical, hence, emphases must be made in that 

regards. 

 

 Awopegba (2013) opined that the term that encompasses education, health and training which 

enhance the productive capacity of a nation. Hence, the close association between health and 

education, in as much as a healthy individual with the requisite education contribute greatly to 

human capital formation. Meanwhile, , Chijoke and Amadi (2019) cited in Dauda (2010) 

emphasized that adequate investment in education and training is a yardstick for the attainment 

of economic growth and development. Perhaps, a consistent and sustained growth of the 

economic metamorphoses to economic development which rely heavily on how serious 

investment on human capital is taking care of. 
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In economic literature, human capital formation is a process through which the skill and 

knowledge of an individual is improves through vocational and technical education, aimed at 

enhancing their productivity capacity  through a more systematic manner. The strategic manner 

is to ensure the attainment of goals and objective of the huge investment made in improving the 

health and training capacity of humans.  

 

Ifeoma et al (2013) examined the linkage between human capital development and economic 

growth in Nigeria. The study employed Ordinary Least Square (OLS) method of analysis to 

analysis the date collected. The results from the study revealed a strong correlation between 

investment in human capital and economic growth. 

 

Similarly, Ojala (2016) examined the importance of investment in education on economic 

growth and development in Kenya. The study employed secondary source of data collection 

technique from World Bank and National Bureau of Statistics (NBS) spanning about 30 years to 

estimate the relationship between the duo of education and economic growth. The findings 

revealed expenditure on education has a positive and significant impact on economic growth 

both in the short run and long run. 

 

In another related study, Adegoke et al (2012) examined the effect of human capital development 

on economic growth and development in Nigeria. Secondary data were spanning the period 

between 2000-2009 were employed for the study. Correlation analysis was also employed to 

analysis the data collected. The results revealed that education is highly instrument to a country’s 

productive capacity. 

 

More so, Rob and Geoff (2004) investigated the relationship between GNP and human capital 

development. The study undertook a comprehensive review of numerous models to quantify the 

relationship between human capital and GNP. The study observed a positive and significant 

relationship between education and economic growth. 

 

Adediran (2014) conducted a regime shift analysis to examined empirically the relationship 

between public investment in human capital and economic growth. Unit root tests and co-

integration were employed to validate and establish a long run relationship between the duo 

respectively. The results from the study established a positive and significant relationship 

between government expenditure and economic growth in Nigeria. 

 

Omojimite (2010) examined the relationship between formal education and economic growth in 

Nigeria. Granger Causality tests was employed to test the hypothesis of a growth due to 

improvement in educational spending. The findings revealed that there is a strong co-integration 

short run relationship between public expenditure on education and economic growth. 

Gylych et al (2016) analyzed the relative impact of education on economic growth. Ordinary 

Least Squares (OLS) was employed to determine the possible link between education as indices 

of human capital on Gross Domestic Product (GDP). The findings revealed a statistically 

significant correlation between GDP and and investment in education.   

 

Challenges of Human Capital Formation in Nigeria 

In as much as human capital formation (the investment in education, health and training) 

guaranteed economic growth and development, yet, it is still faced with enormous problems in 

achieving the stated objectives. One of the major problems of human capital formation in Nigeria 

is inadequate investment in education, whereas education form the bedrock or bane of any 

developmental process in any country. This problem is rooted in the low budgetary provision for 
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education in the country annual budget. Since her independence, the pattern of investment in 

education has not changed as more allocations are voted for recurrent expenditure (payment of 

salaries and wages, overhead cost etc) at the expense of capital expenditure (Ifejika.2017).  A 

close look at pattern of investment reveals that out the whopping sum of N210 billion allocated 

to the education sector  in 2008, a significant portion of about 77.30/0 were meant for recurrent 

expenditure while the remaining 22.7% were for capital expenditure (Ifejika, 2017 in Asaju, 

2011). 

 

Aside this, another major obstacle to human capital formation in Nigeria is government failure to 

identify and develop its natural resources for optimum use. As a matter of fact, the same 

countries that share similar GDP with Nigeria in the early 1960s and 1970s have move 

significant in their GDP and overall development while Nigeria still struggling to maintain a low 

GDP (Ifejika, 2017) 

 

3. METHODOLOGY 

The method adopted in this study is a comprehensive and systematic review of previous works as 

it relates to problem under investigation. Basically, the materials used were mainly sourced from 

internet, journals and conference proceedings.  

 

4. CONCLUSION  

The paper examined the impact of investment in education and training on economic growth and 

development. Extensive review of previous related work were undertaken with a view of 

highlighting the major components of human capital  development  where  emphasis were made 

on the role investment in education and training in enhancing economic growth and 

development. The paper consciously identifies the major linkage between investment in critical 

components of human capital and economic growth and development. Based on systematic 

review of previous studies, the study concluded that a strong and positive relationship exit 

between investment in education and training and economic growth and development. 

Nevertheless, the study identified inadequate investment in education, health and training as the 

major challenges mitigating against human capital formation in Nigeria as evidenced by the 

pattern of investment from the national annual budget.  
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Abstract 

Green Human Resource Management (GHRM) is novel to many Nigerians including 

those in the academia and HRM professionals specifically in public organizations. It 

should be noted that there are people who may not have ever heard about the concept 

and some others who may have heard about the concept but are yet to understand what 

it is all about. The objective of this study is to expand the conceptual development of 

the concept of GHRM by providing comprehensive understanding in terms of its origin, 

meaning, characteristics, benefits and proffered initiatives for its practice in Nigeria and 

Africa as a whole. The study has used qualitative method to review existing literature 

and provide more understanding to the concept of green HRM especially for adoption 

by Nigerian firms. The study concluded that the adoption of GHRM practice by firms 

provides benefits such as reduced costs, increased employee job satisfaction and 

commitment, improved public image and reduced environmental damage. The study 

recommends that organizations through the adoption of GHRM will be pursuing 

environment-friendly human resource policies which will in the long run benefit them 

immensely while encouraging theoretical and empirical research in the area of study. 

 

Keywords: Environmental Management, Green HRM, Sustainability, Nigeria 

JEL: D23, M54, Q50 

 

 

1.  INTRODUCTION 

A review of several Human Resource Management (HRM) curriculums and textbooks published 

within Nigeria and overseas reveals that green HRM is often not described and discussed as a 

concept or a topic, only a few research articles have lately been published online in respect of 

green HRM. ‘Green Human Resource Management’ (GHRM) is still novel to many Nigerians 

including those in the academia and HRM professionals specifically in public organizations. 

Although, there have been some improvements with regards to studies on green HRM, most have 

occurred outside Nigeria. Despite this advancement, the volume of scholarly work focusing on 

green HRM remains diminutive, making clearly the term green HRM unfamiliar with many gaps 

to be filled conceptually, theoretically and empirically at least in the Nigerian context. This work 

intends to expand the conceptual development of the field of GHRM by providing 

comprehensive understanding in terms of its origin, meaning, characteristics, benefits and 

proffered initiatives for its practice in Nigeria and Africa as a whole. 

 

The concept of Green Human Resource Management (GHRM) has a shortbut varied history. It is 

a relatively new phenomenon that has attracted global attention as an emerging topic in the 

current scenario and increased interest in GHRM is not unconnected with globalization and the 

‘Green’ movement across the world. It is one of the growing strategies and practice for enhancing 

environment sustainability whose activities are generally implemented on a voluntary basis, but 
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sometimes implemented within the scope of legal obligations (Ahmad, 2015; Kangal, 2016; 

Masri & Jaaron, 2017; Schaltegger, Burritt & Petersen, 2017; Aykan, 2017).  

 

In the field of Human Resource Management, the concept has emerged as a new research agenda 

extending its traditional roles to focus on greening practices (Jackson, Renwick, Jabbour, & 

Muller-Camen, 2011; Jackson, Schuler & Jiang, 2014; Renwick, Redman, & Maguire, 2013). As 

such, it induces organizations to engage in green practices related to environmental protection 

and maintaining ecological balance (Uddin & Islam, 2016). 

 

According toJackson, Renwick, Jabbour, and Muller-Camen (2011) the concept of green human 

resource management originated in 1996 from the contribution by Wehrmeyer (1996) who edited 

a book titled greening people: human resources and environmental management.While Aykan 

(2017) opines thatGHRM studies begun at the end of 1990s and accelerated in the over the years, 

it is considered a pre-condition for green management and business practices of organizations, 

and it is pointed out as the critical step for a sustainable competitive advantage.  

 

Scholars like Marcus and Fremeth (2009) as well asHoward-Grenville, Buckle, Hoskins and 

George (2014) opine that the origin of the concept of GHRM can be traced to the era when there 

was high impetus for organizations to integrate sustainability into their internal activities and 

decision-making.  

 

Green HRM is now a burning issue in the present world discuss for many reasons, this includes 

high consumption of natural resources and raw materials by various organizations and industries. 

There is much pressure on the earth’s natural resources.  Environmentalist and Scientists are 

constantly warning the world on the rising issue of ecological imbalance and the bio-diversity of 

these alarming situations. Presently, issues like global warming,  pollution and carbon credits 

resulting from industrial accidents and the changes in the climate are discussed with high 

importance. 

 

These issues may result in earthquakes, frequent floods and vanishing of certain species and 

animals. Shaikh (2010) rightly argues in favour of green HRM and believes that the exploitations 

of natural resources globally has led to serious issues like global warming, depletion of ozone 

layers and increase of C02 in the atmosphere. The result is melting of ice/snow near the poles and 

the increase in the seawater levels. Exploitations of natural resources had also affected the flora 

and fauna, results in reducing the forest animals, disturbing the food chains and the ecosystems. 

As a result, world environmentalist started discussing ecological issues globally.  

In the field of management, there has been a growing research literature on green marketing , 

green accounting, green retailing and green management in general. However, in comparison, 

research on green human resource management (GHRM) is relatively diverse and piecemeal 

(Kanjal, 2016). 

 

2. LITERATURE REVIEW 

There seems to be an array of definitions of GHRM in literature as an agreed definition of the 

concept is yet to be found among scholars and practitioners in the field of human resource 

management (HRM). Globally, Green HRM has been trending within the business world and its 

relevance is increasing manifold over the years. Green HRM has also held its spot as a burning 

topic in recent studies since the consciousness on environmental management and sustainable 

development has been increasingly rising over time all around the world. Today, Green HRM 

extends beyond awareness towards environmental issues; it also refers to the social as well as 

economical well-being of both the organization and the employees within a wider perspective. 

https://iedunote.com/green-hrm
https://www.theguardian.com/environment/radical-conservation/2018/jan/16/biodiversity-extinction-tipping-point-planetary-boundary
https://www.theguardian.com/environment/radical-conservation/2018/jan/16/biodiversity-extinction-tipping-point-planetary-boundary
https://www.theguardian.com/environment/radical-conservation/2018/jan/16/biodiversity-extinction-tipping-point-planetary-boundary
https://www.globalcitizen.org/en/content/6-natural-resources-exploited-on-earth/
https://www.globalcitizen.org/en/content/6-natural-resources-exploited-on-earth/
https://www.firstcarbonsolutions.com/resources/newsletters/july-2016-effective-green-marketing-strategies/5-effective-green-marketing-strategies/
https://www.sciencedirect.com/science/article/pii/S0921800996001073
https://www.daily-sun.com/arcprint/details/100437/Introduction-of-Green-Retailing/2015-12-20
https://www.mindtools.com/pages/article/green-management-tips.htm
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On the average, GHRM is viewed as the application of HRM policies to advance the sustainable 

use of resources within organizations and, in general promote the causes of environment 

sustainability. GHRM is directly responsible in creating green workforce that understands, 

acknowledges, and practices green initiative and maintains its green objectives all through the 

HRM process of recruiting, training, compensating, developing, and advancing the firms human 

capital. It refers to the policies, practices, and systems that make employees of the organization 

green for the benefit of the individual, society, natural environment, and the business.  

 

Sakka (2018) defines green human resource management as the HRM aspects of environmental 

management (EM), creating and sustaining a pro-environment organization by hiring employees 

who are willing to implement EM activities. Human resource professionals believe that 

environmental reputation is important. The integration of corporate environmental management 

into human resource management is termed as (GHRM).  

 

According to Renwick, Redman and Maquire(2008), GHRM is defined as the level of greening 

of human resource management practices in terms of functional and competitive dimensions. 

GHRM practices are the actual human resource programs, processes and techniques that actually 

get implemented in the organization or business unit (Gerhart et al, 2000; Huselid & Becker, 

2000; Jabbour, 2010). GHRM is part of the HRM functions to encourage an organization to take 

up green initiatives. It comes from the philosophy, policy, and practice of green management 

(Mandip, 2012; Zaid, Bon & Jaaron, 2018). 

 

Mampra, (2013) defines the term GHRM as the usage of HRM policies to encourage viable 

development of resources in a business and safeguard the environment which in turn improves 

employee self confidence and job contentment.  Teixeira and Jabbour, (2013) further defined the 

concept of GHRM as the combination of HRM practices like planning, training, performance 

appraisal and remuneration that help to achieve firms’ environmental management objectives. 

Sakwa (2018) believes that the concept of green HRM implies the application of HRM policies 

so as to promote the sustainable use of resources in a business enterprise and ensuring 

environmental sustainability.  Ramachandran (2011) also defined Green HRM as the integration 

of environmental management into human resources management. The term green HRM is 

mostly used to refer to the contribution of HRM policies and practices towards the broader 

corporate environmental agenda. It refers to using every employee to support sustainable 

practices and increase employee awareness and commitments on the issue of sustainability. 

 

Green HRM can be viewed as those green initiatives included in the HRM manifesto which 

serves as a part of corporate social responsibility in the long run (Opatha & Arulrajah, 2014). 

This is as a result of its environmental-friendly HR initiatives and the preservation of human 

capital. It means using employee interface in order to promote and maintain sustainable business 

practices as well as creating awareness, which in turn, helps organizations to operate in an 

environmentally sustainable way thus leading to better efficiencies, less cost and heightened 

employee engagement levels  (Chopra & Nayak, 2015). 

 

In a slight shift, Ren, Tang and Jackson (2017) believes that in contrast to the broader scope of 

sustainable HRM, which encompasses a simultaneous consideration of profit, planet, and people 

in the triple bottom line proposed by Elkington in 2004 and has at times been used 

interchangeably with GHRM, especially in the work of Gholami et al., (2016), the working 

definition of GHRM should focus only on the ecological aspect of organizational activities. They 

support their position on GHRM definition by a growing body of research that shows the 

effectiveness of targeted HRM systems comprised of a set of strategically focused practices (e.g., 

https://iedunote.com/human-resource-management
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those designed to manage knowledge-based teamwork, those that target customer service, or 

those designed to emphasize safety). 

 

Green Human Resource Management Functions 

In practice, Ahmad (2015) and Uddin and İslam (2016) classified GHRM functions under five 

categories namely: green recruitment, green performance management, green training and 

development, green compensation, and green employee relations.  

 

Green Recruitment 

Green recruitment can be defined as the process of hiring individuals with knowledge, skills, 

approaches, and behaviors that identify with environmental management systems within an 

organisation. Recruitment practices can support effective environmental management by making 

sure that new entrants are familiar with an organization’s environmental culture and are capable 

of maintaining its environmental values. Green recruiting is a system where the focus is given on 

importance of the environment and making it a major element within the organization. 

Complementing this, the recruits are also enthusiastic, and to some extent, passionate about 

working for an environment friendly “green” company. Recruiting candidates with green bend of 

mind make it easy for firms to induct professionals who are aware with sustainable processes and 

are already familiar with basics like recycling, conservation, and creating a more logical world. 

German firms such as Siemens, Bayer and Mannesmann use environmental activities and a green 

image to attract high-quality staff. The Rover Group carmaker, in Britain, makes environmental 

responsibilities and qualifications part of every job profile. Increasingly, green job descriptions 

with environmental aspects are now being included for employees within the recruitment agenda.  

 

Green Performance Management 

Green performance management consists of issues related to environmental concerns and 

policies of the company. It also concentrates on use of environmental responsibilities. Today 

some firms deal with the issue of performance management (PM) by installing corporate-wide 

environmental performance standards, and Green information systems/audits to gain useful data 

on environmental performance. The most important aspect of PM is performance appraisal. In 

addition to meeting the criteria of reliability, validity, and fairness, effective performance 

appraisals provide useful feedback to employees and support continuous improvements in the 

firm’s environmental outcomes. 

 

Green Training and Development  

Green training and development (T&D) educate employees about the value of environmental 

management (EM), train them in working methods that conserve energy, reduce waste, diffuse 

environmental awareness within the organization, and provide opportunity to engage employees 

in environmental problem-solving. Green T&D activities make employees aware of different 

aspects and value of environment management. It helps them to embrace different methods of 

conservation including waste management within an organization. Further, it sharpens the skill 

of an employee to deal with different environmental issues. 

 

Green Compensation 

Rewards and compensation are the major HRM processes through which employees are 

rewarded for their performance. These HR practices are the most powerful method which links 

together an individual’s interest to that of the organization’s. We also assert that incentives and 

rewards can influence employees’ attention to the maximum at work and motivate them to exert 

maximum effort on their part to achieve organizational goals. 
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Though compensation and rewards increase green initiatives in organizations, it can never be 

completely free from some malpractices. Developing effective monetary incentives can be 

challenging due to the difficulty of accurately and fairly evaluating environmental behaviors and 

performance. By incorporating elements of green management in the compensation program, 

managers can promote the green behaviors among the employees. Further, managers can ask 

employees to bring specific green ideas pertaining to their individual jobs which can be through 

mutual decisions included into the objectives to attain in for the upcoming year. Attaining these 

objectives would be the basis of receiving incentives. 

 

Employee compensation programs can be modified to give bonuses based in part on the 

employee’s appraisal ratings on the behavioral and technical competencies. In addition, 

employees could be awarded bonuses for their outstanding work on special projects. Green 

rewards can include the use of workplace and lifestyle benefits, ranging from carbon credit 

offsets to free bicycles, to engage people in the green agenda while continuing to recognize their 

contribution. Last, but not the least, more emphasis should be given on researches which 

determine effective approaches that will help to design and implement green compensation 

practices and may lead to the achievement of corporate environmental goals. 

 

Green Employee Relations 

Employee relations are that aspect of HRM which is concerned with establishing amicable 

employer–employee relationship. The relationship facilitates motivation and morale of the 

employees as well as, increases the productivity. Basically, employee relations involve employee 

participation and empowerment activities. It also helps prevent and resolve problems arisen at 

workplace that may affect the work. In fact, positive employee relations are an intangible and 

enduring asset and a source of competitive advantage for any organization. 

Employee participation in Green initiatives increases the chances of better green management as 

it aligns employees’ goals, capabilities, motivations, and perceptions with green management 

practices and systems. Involving employees in EM has been reported as improving EM systems 

such as efficient resource usage; reducing waste and reducing pollution from workplaces. Other 

benefits of employee involvement are improvement in employee and organizational health and 

safety, as well as development of eco-friendly staff. We propose that keeping the policies in 

place, long-term trust among the management and employees will be built which will provide an 

opportunity to the employees to express their personal ideas at workplace and help to create 

climate conducive to green management practices and systems. 

 Fig. 1: A model showing the functions of Green HRM 

Source: Author’s Conceptualization, 2020 
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Typical green recruitment activities are performed through video recruiting or the use of online 

and video interviews instead of travelling. It involves undertaking environment-friendly HR 

initiatives resulting in greater efficiencies, lower costs and better employee engagement and 

retention, which in turn, help organizations to reduce employee carbon footprints by the likes of 

electronic filing, car-sharing, job-sharing, teleconferencing, and virtual interviews, energy 

conservation, paperless offices, saving water, proper waste disposal and recycling, 

telecommuting, online training, energy conserving and efficient office spaces, etc. 

 

Green HR initiatives help companies find alternative ways to cut costs without losing their top 

talent. Focus on Green HRM as a strategic initiative promotes sustainable business practices. 

Therefore, developing a new organizational culture through GHRM practices becomes a 

manager’s concern. Developing a green culture has the ability to affect employee behavior and 

introduce certain values that build an internal culture. Green behavior is assumed to be 

instrumental in the implementation of the green HRM culture and adopting formal environmental 

strategies. 

 

Comparative analysis of HRM and GHRM  

The characteristics of traditional human resource management and green human resources 

management are briefly provided and compared in Table 1. It is a comparative analysis adopted 

from Revill (2000) for both concepts in terms of the beliefs and assumptions, strategy and 

management direction.  

 

Table 1: Comparative analysis of HRM and GHRM. 

  
HRM GHRM 

Beliefs and 

assumptions 

Central vision and shared 

Values 

Strong culture 

Centrally shared environmental 

Vision 

Environmental culture 

Strategic driven People 

Strategic driven 

Pursuit of excellence and 

competitive advantage 

People 

Cross-functionally driven 

pursuit of environmental excellence 

and sustainable practices 

Management 

direction 

Systems structure 

Supervisory and change 

leadership 

Two-way relationship and 

personal control 

Systems structure and institutionalize 

Policy champion and change 

leadership 

two-way relationship and open 

dialogue 

Management 

direction 

Commitment and teamwork 

Recruitment and selection 

Appraisal and reward 

Training, development, and 

learning 

Environmental commitment and 

teamwork 

Environmental recruitment and 

selection 

Environmental appraisal and reward 

Environmental training, 

Development, and learning 

Source: Revill, (2000). 

 

As seen in table 1, the basic difference between human resources management and green human 

resources management is the sustainable and environment-oriented perception in environment-

conscious human resources management. While the characteristics like perfection, competitive 

https://www.intechopen.com/books/corporate-governance-and-strategic-decision-making/gaining-a-competitive-advantage-through-green-human-resource-management#tab1


4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

276 
 

advantage, and inspector leadership are prominent in human resource management, 

environmental sustainability and evolutionary leadership that help to develop and implement 

environmental policies are prominent in environment-conscious human resource management. 

 

3.  METHODOLOGY 

 

The study is a conceptual study and it is qualitative in design. It adopted the use of content 

analysis to discuss the evolution, meaning, characteristics and benefits of Green HRM based on 

present studies available in literature on the concept.  

 

4.  DISCUSSION OF FINDINGS 

Quazi and Wee (2005) opine that by championing green HRM practices and processes, 

organizations are likely to receive both direct and indirect advantages such as better sales, 

efficiency and competitive gains. Green HRM involves the uptake of environment-friendly HR 

initiatives giving rise to lower costs, efficiency, and better employee retention, which in turn, 

help organizations to reduce employee carbon footprints by electronic filing, car sharing, job 

sharing, teleconferencing and virtual interviews, paperless offices,  recycling, telecommuting, 

online recruitment and training, energy-efficient office spaces, etc. 

 

The Green Human Resource Management helps to promote the environment-related issues as it  

also help the employers, manufacturers in building brand image and reputation. 

 

Organizations need to conduct an environmental audit, thus changing the organizational culture, 

thinking about waste management, pollution and helping the society and its own people, those 

are getting affected by pollution. It will also make employees and society members aware of the 

utilization of natural resources more economically and encourage eco-friendly products. 

 

Also, scholars like Ahmed (2015) and Aykan (2017) have identified other benefits of GHRM, 

this include GHRM helping companies to bring down costs without losing their talent; 

Organizations having huge growth opportunities by being green and creating a new friendly 

environment which helps in enormous operational savings by reducing their carbon footprint; 

Helping in achieving higher employee job satisfaction and commitment which leads to higher 

productivity and sustainability; Creating a culture of having concern for the wellbeing and health 

of fellow workers; Improvement in the retention rate of the employee; Improved public image. 

Any time a firm adds a green initiative to its workplace, it can use the event to generate positive 

public relations. Organizations can promote environmental contributions to the media through 

press releases to earn the attention of potential customers and possible new sales; promoting 

employee morale; improvement in attracting better employees; reduction in the environmental 

impact of the company; improved competitiveness and increased overall performance; reduction 

of utility costs significantly. Even small businesses can significantly reduce their utility costs by 

using technologies that are energy-efficient and less wasteful; rebates and tax benefits.  

 

Going by available literature reviewed, it revealed that most educated and affluent consumers 

look for companies which adopt environmental standards. Organizations pursuing environment-

friendly human resource policies are also immensely benefitted. This may help in arriving at 

greener products and green savings from waste elimination. The promotion of such values may 

also indirectly improve consumer satisfaction. 
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5.  CONCLUSION AND RECOMMENDATIONS 

 

Conclusion 

The study concludes that the adoption of GHRM practice by firms provides enormous benefits 

which are not limited to reduced costs, increased employee job satisfaction and commitment, 

improved public image and reduced environmental damage. 

 

Recommendations 

i. The study recommends that organizations should strive to integrate GHRM practices, 

as they will in turn be pursuing environment-friendly activities which will in the long 

run benefit them immensely.  

ii. Firms should also create policies on GHRM and conduct trainings among their 

workforce so as to improve environmental awareness, and put into practice 

environmental protection laws within their area of coverage. 

iii. Lastly, the study recommends further research in theoretical and empirical areas of 

GHRM especially in the Nigerian context to improve the body of knowledge on the 

concept.  
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Abstract 

Management Education in Nigeria became a reality after the independence of Nigeria in 

1960 and more pronounced after the Nigerian Civil War of 1967-1970.  It was 

pioneered by few management faculties in few Nigerian polytechnics and universities.  

Until the early 19060s, little or nothing was known of management education in 

Nigeria.  The assumption was that people would be trained in management and they 

would graduate by experience to become effective managers of the future.  This paper 

looks at the brief history of management education in the management faculties of the 

tertiary institutions. It initially examines the factors that gave rise to management 

education by management faculties, most especially the Nigerian Indigenization Decree 

of 1972, efforts by the government labour, and society, evaluates the methods used by 

managers to study and critically evaluates the future of management education in 

Nigeria, one of which is that management programmes of the future should be spread 

over a period of time on a modular basis so that managers can learn and implement 

programmes of action, and most importantly managers must acquire the study and 

acquire the knowledge of the internet communication technology.  There will be a close 

relationship between the educator and the student managers who will be practically 

oriented.  The paper is a literature review. In the 2020s and beyond there will be a 

massive interface between the educators, practically oriented students and management 

faculties. 

 

Keywords: Management Education, Unionism, Indigenization Decree, Nigerian 

Institute of Management, Case Study, Internet Communication Technology, 

Experiential Learning  

 

 

1. INTRODUCTION 

1.1 Where is the Current Management Education in Nigeria Heading To? 

 

Until the University of Nigeria Nsukka (UNN) and other Universities like Ahmadu Bello 

University (ABU), Zaria, the University of Lagos, amongst others set up the management 

faculties in the early 1970s, and the Kaduna Polytechnic, the Institute of Management and 

Technology (IMT), Enugu, little was known of management education in Nigeria (Onah and 

Ani, 1984).  Because of the importance of management education in the operation of firms in 

Nigeria and the world, management faculties started springing up, to fill in the gap of training 

professional manager. 
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Until the early 1960s in Nigeria, little or nothing was known of management education.  The 

assumption was that people would be trained in management and other professions and they 

would they graduate by experience on the job to become effective managers.  It worked in the 

past for most Nigerian firms, who lay emphasis on company loyalty and long service as the key 

factor to the management development process in firms. 

 

The conditions following the Nigerian civil war (1967-1970), the World War II and the 

independence of Nigeria in 1960 created many opportunities and people with any level of 

managerial skill to utilize the chance to prove their mettle in the business world. However, it was 

recognized that people who were promoted to higher positions under such conditions had to learn 

through practical and rule of thumb experience.  Little opportunity was provided for off the 

management and job education. For most companies in Nigeria, it was a case of get the 

experience, or perish, sink or swim.After the independence of Nigeria in the 1960s, and precisely 

after the Nigerian Civil War of 1967 – 1970, many factors and events pointed to the need for a 

coordinated and well planned approach to modern management education in Nigeria (Ayozie, 

2016). It was recognized that there is an urgent need to have educational organisations, 

institutions and firms who are specialized in the study and tuition of management or business 

topics and scholarship. 

 

Many firms, companies or organisations began to recognize that the practical and traditional 

process of developing managers in Nigeria on the basis of on the job experience, and rule of 

thumb, needed to be supplemented by a more comprehensive approach to manpower planning 

and the development of modern managers who will take over the business space vacated by the 

foreign/alien managers who are vacating their post in the multinational firms like Patterson 

Zochonic (PZ), United African Company (UAC), Lever Brothers of Nigeria (LBN) amongst 

other foreign firms. The thought of management faculties schools came up. 

In addition the Nigerian government was setting up indigenous multinational firms.  The 

indigenization decree of 1972 and takeover of most multinational firms provided the stimulus for 

the establishment of business faculties in the universities and polytechnics who will teach the 

management education and practice in Nigeria. 
 

 

2. LITERATURE REVIEW 

2.1 Factors that Gave Rise to Modern Management Education and Faculties in 

Nigerian Tertiary Institutions (Universities and Polytechnics) 

 

Education Demands More Education 

 

People coming into the business and management ranks since after Nigerian independence of 

1960s and the Nigerian Civil War (1967-1970), have typically more formal education than their 

predecessors.  The indigenization decree of 1972 (later Nigerian Enterprise Act of 1977) 

provided an opportunity for Nigerian managers to take over the firms vacated by the foreign 

managers. Therefore such people recognized the challenges and the value of training especially 

with the case study experiential learning, computer assisted learning, business games, and 

specialized behavioural programme, approach to education, and are not just content to rest upon 

the experience they have acquired on the job, or the qualification from other disciplines and 

profession outside management and business.  There is the realization in management that 

technology and the indigenization of firms have brought in changes in the field of management 

and also in the Nigerian economic environment and this has generated a new thinking and 

techniques related to management/business education and practices in Nigeria. 
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The result has been a continuing pressure from the employees and employers for a modern 

management education and business faculties so that they can cope and keep up to date with 

modern business practice just like their counterparts in other parts of the world. 
 

The Professionalization of the Management Field 

 

The indigenization decree of 1972 (later Nigerian Enterprise Act of 1977), the establishment of 

the Nigerian Institute of Management (NIM) in 1964, in June 2003 Act No. 4 of the National Act 

granted the institute national chartered status, the Institute of Chartered Accountants of Nigeria 

(ICAN) was established by the Act of Parliament No. 15 of 1965, the Chartered Institute of 

Bankers of Nigeria (CIBN) was the umbrella professional body of bankers in Nigeria, 

incorporated in 1976, and Chartered in 1990, and now covered by the CIBN Act No. 5 of 2007, 

the Nigerian Bar Association (NBA), and the Nigerian Medical Association (NMA) facilitated 

the emergence of the management profession in Nigeria.  Management experts recognized the 

need to accord the business and management profession as a distinct field, and not an all comers 

profession.  The qualification and membership would be based on the acquisition of management 

education from, a recognized faculty in Nigerian and overseas faculties, and other criteria stated 

in the Act of 1964 and Amended in 2003 as state above. 

 

The growth of large organisations, the establishment of new ones by the Nigerian government, 

the emergence and growth of SMEs is an eye opener that there are career prospects in 

management and management education. Moreover, the day to day operations of organisations 

and firms are increasingly in the hands of professional managers, and there is a market for their 

services.  So systems were established to ensure that managers were promoted according to their 

ability and that the process is seen to be excellent, plain and fair by others.  The old process of 

paternalistic selection of managers has had to give way to a more acceptable democratically 

based form of promotion in the work place.   

 

Action from Unions (Nigerian Labour Congress), the Government and the Society 

Managers have to explain to their employees the current societal trends, social responsibility, 

government actions and legislation and everything that is happening.  Gone were the days of 

unquestioned authority and paternalistic leadership.  Educated employees and unionized staff, 

started demanding that their leaders should listen to their views and give them current 

information and ideas, as well as modern instruction. It is therefore very imperative by Nigerian 

managers to be sufficiently educated and knowledgeable on how to do this and react increasingly 

to current management demands.  Business/management education and faculties were set up to 

provide training and education on these trends.  Experience on the previous job in itself not an 

excellent guarantee to help the workers not only to manage the next level up but to explain 

current issues, ideas and management realities to the employees.  Employers and their workers 

knew more and were exposed and business faculties have to train the managers in negotiation, 

conflict resolution and presentation.   
 

The Nigerian Indigenization Decree of 1972 

A remarkable breakthrough in the quest for management education and training in Nigeria came 

as a result of the Indigenization Decree of 1972, and later the Nigerian Enterprises Promotion 

Act of 1977. These came as a result of genuine plans by the Nigerian government to make sure 

that Nigerians play an active and worthwhile role in the development of the Nigerian economy.  

This they can do with proper management education and training.  The Indigenization Decree of 

1972 transferred some hitherto foreign firms to Nigerian ownership.  In its 1970-74 National 

Development Plan, the Nigerian government gave special attention to the development of small 
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scale firms particularly in the rural areas.  This was in recognition of the roles of small scale 

industries as the seedbeds and training grounds for entrepreneurship and business in Nigeria. 

 The cardinal point of the development plan was: 

- Increasing business education and training; 

- Accelerating the pace of industrialization and dispersal of industries; 

- Generating substantial employment opportunities in Nigeria; 

- Promoting individual initiatives and entrepreneurship among the populace; 

- Developing and increasing export trade; and 

- Complementing large scale industries. 

 This was a catalyst for the proliferation and establishment of management/business 

faculties and the attendant management training and education in Nigeria. 

 

 

The Nigerian and the Indigenization Decree Amended in 1977 

The Nigerian Enterprises Promotion and amended Nigerian Indigenization Decree in 1977, was 

the first statute which has tried since independence to break through the economic fortress built 

by foreigners around themselves and place in the hands of indigenes the economy of the country. 

Section 1 and 2 of the Decree provide for a Nigerian Enterprises Promotion Board and a 

Nigerian Enterprises Promotion Committee, whose function among other things is to advise the 

government on clearly defined policy on matters relating to commerce and industry in Nigeria 

and generally to see that Nigerian assume control of the Nigerian economy in the shortest 

possible time (Akamgbo, 1979). 

 

Section 4 of the Decree provides that as from the appointed date all businesses or enterprises 

enumerated in Schedule I of the Decree shall be exclusively owned and operated by Nigerian 

citizens or associations and no such enterprise shall be established in Nigeria by and foreigner on 

or after the commencement of the Decree.  Section 2 provides that items in Schedule II of the 

Decree, which covers fifty categories of business, shall by the appointed date have a minimum 

indigenous equity participation of 60%.  It is interesting to note: 

1. That Schedule I of the Decree covers 40 categories of business as against 39 published 

initially, while Schedule II covers 56 categories of business as against 30 published. 

2. Haulage of goods by road, which was classified under the now replaced 1972 Decree, is 

not classified in either Schedule I or II.  It is reasonable to say that it may fall in Schedule 

III.  Furthermore, textile business, that is textile manufacturing industries, and shipping, 

included in Schedule II in the White Paper, are excluded in Schedule II of the Decree. 

The decree provides against the concentration in a few indigenous hands of the economy 

of the nation.  But one have expected the Federal Military Government to publish a list of the 

names of Nigerian citizens and associations who bought up alien enterprises in the first phase of 

the indigenization exercise.  This exercise would serve the dual purpose of attracting 

employment opportunities for our graduates and also serve as an index of Nigerian citizens, 

associations and businesses with which any foreign investor might be willing to go into 

partnership. 
 

The Fear of Unionism Generated the Need for Management Education 

One of the major influences in stimulating management education and training is the concern 

that senior, middle or junior managers will join unions like the NLC.  In this regard management 

education, training and development became a political response to that challenge and fear. By 

establishing a total process of management education, training and development, the 

management were signaling to other managerial staff and workers, the can help them with their 

career needs, salary, compensation and career development and training.  
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The Pressure of Competition 

There is a room at the top for good people (Margerison, 1984). In Nigeria of those days (1960-

66), there was a shortage of trained managers who can cope with the demands of great business 

issues and challenges, and the vacancy caused by the exit of colonial business managers and with 

the great expansion of Nigerian industry and commerce, there was a shortage of trained 

managers who can cope with the demands of wide ranging business.  There was a very active 

market in the managerial talent. A whole new profession in the industry, of selection and 

recruitment of management consultants have grown up, and management training and education 

must fill the vacuum.  Within this specialized breed, a new group of management selection 

known as the “Head Hunter did emerge”.  It is a lucrative business and indicates the state of the 

management market and management faculties.  Organisations became aware of these pressures 

and wish to ensure that their own staff gets the best opportunities within their organisation 

without being tempted elsewhere.  An essential part of this is the provision of first class 

management education and development facilities.  So a considerable amount of money was 

devoted to both internal and external education programmes in university business faculties. 

Additionally, considerable time, resources and energy was devoted into designing appraisal and 

performance review mechanisms.  
 

2.2  The Standards for Promotion and Performance of Managers 

It is easy to see an unskilled worker doing a poor job.  The result is there in a visible form. So it 

is difficult to assess how well a manager has done.  His work is intangible so as an organisation 

gets larger and more complex, it is important that standard is set and that the personnel are 

promoted for their achievements.  This needs to be done not only on the basis of personal with 

one manager doing it and another not, but on the basis of company policy, that emphasizes on 

the acquisition of further education and continuous training and development, of which the 

different management faculties were established to provide those service (Margerison, 1984).  

This opened a market for management faculties of Nigerian tertiary institutions of the 1960s. 

 

In addition, the educational institutions have been developed rapidly to provide courses and 

programmes.  The universities, polytechnics and technical colleges over the last thirty years have 

flourished as an integral part of this new target. However, it is clear that the major federal/state 

funded tertiary institutions are now part of the commercial market place and need to manage 

their operations as effectively as they instruct others.Industry, commerce and government of 

course, has supplied a lot of the funds, particularly for business school operations and is now 

demanding practical return.  However, many business schools would prefer to go the way of 

academic rather than commercial interests, and here like a fundamental conflict. Nevertheless, 

business schools have made a considerable contribution to the prestige marketing of management 

education and development, and, are increasingly at the forefront of new approaches to 

developing the field with particular regard to continuing education (Margerison, 1984). 
 

2.3 What Nigerian Business Schools need to Teach so that Managers can be Relevant in 

the 2020s Internet Business World. 

There has been considerable experimentation in the area of educational tuition for managers.  

Clearly experienced managers do not like to sit for long hours behind desks listening to lecturers 

pontificating about the latest theories and research by the lecturers and professors.  As managers, 

they are men of action and have a very varied, usually exciting, but invariably demanding job.  

The traditional way of tuition invalidates all these factors associated with management.  The 

lecturers in Nigeria makes the student into a passive person in the education process and it 

assumes that the lecturer has the knowledge and that the student has little to contribute.  This was 
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most suited for undergraduate studies. Practical Nigerian manager required more than this 

passive approach to learning. 

 

2.4 Educational Methods Used by Managers to Learn in Business Faculties in the Past 

Years and in the Future in Nigria 

The introduction of computer assisted learning systems will speed up the process from a 

technical point of view.  However, in addition to this there are major initiatives being taken to 

help managers engaged in self-development.  All this goes way beyond the other traditional 

educational method of the case example. 

(a) The case study has stood test of time and proved every valuable in getting managers to 

look at specific examples and the way in which techniques could be applied.  However, 

the weakness of the case method has always been that it deals with other people’s 

problems at a time and place removed from the present.  In a sense it is learning by 

analogy rather than by direct example (Margieson, 1984). Whilst the case method will 

continue, the real value in the future will be in developing real life cases based upon the 

contributions made by participants in a particular programme.   

 

(b) There will be a continuation of the move towards experiential learning.  This has already 

taken many forms, such as getting managers to work on simulated tasks and developing 

particular experiences so that participants can learn in a practical way without too many 

risks. However, this has been brought into the classroom by developing small scale 

management exercises which can be tackled within a relatively short period of time. This 

has made an enormous impact, but really needs in the future to be reinforced by better 

feedback systems so that people can really understand what it is they have done. 

 

(c) Alongside this development there have been major advances in business games ranging 

from the sophisticated computer applications through to small scale paper and pencil 

tests. These are invaluable in giving people an overall idea of how the complexity of 

business revolves around integrating financial, marketing and production policies 

together with manpower policies.  However, they have not been too valuable in my view 

for helping people learn about the behavioural aspects of business.  Invariably the 

computer, if used for such a purpose, has a seductive element which rules out 

consideration of how one achieved ones results in favour of having yet another go for the 

jackpot. 

 

(d) Bahavioural training, however, has grown apace and is one of the, if not the major sectors 

of management education today.  The range of programmes goes from the highly right 

through to the relatively unstructured encounter groups and T groups.  However, the 

latter have fallen into considerable disfavor in the last few years as research results have 

shown little transfer effect to the business operations. 

 

(e) Now there is a move towards more specialized behavioural training programme with 

special courses on things like negotiating skills, interviewing skills, communication 

presentation skills. In this the television and the internet facility has played a very 

important role and will continue to do so into the 2000s.  Managers want to learn how to 

perform better, not in general but in specific areas, and the television gives very powerful 

feedback of performance.   
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3. METHODOLOGY 

          The paper is a literature review of previous write-ups of the author and others on 

management education in Nigeria. It evaluates past literature in line with contemporary 

issues that will shape management education in Nigeria. It also considers the Author’s 

personal observations as a management faculty teacher on the job, over a period of 

twenty eighty years from 1992 – 2020 in business faculties of Polytechnics and 

Universities in Nigeria. 

 

4. DISCUSSION OF RESULTS 
 

The Future of Management Education: Way Forward for Managers and Management 

Students in Nigeria 

(a) That the management programmes of the future will be spread out over a period of time 

on a modular basis so that managers can learn, them implement, then learn again before 

going back to implementation.  This process of reinforcement, as we know, is the most 

effective form of learning (Margieson, 1984). 

(b) The management student of the future was to be technologically complaint and learn how 

to use the computer and the ICT (Internet Communication Technology) and the social 

media and the internet to push the business ideas and solve managerial learning. The 

internet will be a source of more information, business ideas, and a vital means of 

management education for the management students. More students will focus on 

acquiring practical knowledge as opposed to theoretical knowledge. The practical 

knowledge will be useful to the company and the Society at large. 

(c) There will be far more learning by interpersonal consultation and practice rather than 

didactic exposition. 

(d) There will be far more of the personal audit approach through checklists, questionnaires 

and managerial style indicators.  This will range over all functions of business and in the 

area of leadership which has innovated in this particular respect. 

(e) The managers will be asked to learn far more by looking at their existing personal way of 

operating rather than looking at someone else’s way of operating.  Positive introspection 

will be very important for learning.  Managers will think inside out. 

(f) What does this mean? It means in essence that the most important person in management 

programmes and faculties will be the managers themselves.  They will be expected to 

bring with them to programmes issues which they wish to discuss and the teachers will be 

expected to build their contributions around the agendas of the participants.  This will 

demand far more flexibility from the teachers, lecturers and professors, than previously. 

The lecturers, consultants and educators will take the lead. 

For the Lecturer/Teacher Educators in Nigeria 

(i) We shall, therefore, move more towards management education as a resource concept.  

No longer can we begin to think of dispensing knowledge and skills.  Instead we must see 

education establishments as resource centres.  This means the teachers will be resources 

as well as other participants. Their job is to provide an environment within which people 

can work and take an active part in acquiring what is required to improve their 

managerial abilities.  This will take some time to develop, but the beginning has already 

been made as seen in the distance and open learning strategies of most universities and 

the online lectures by lecturers in the internet and using the social media platforms and 

sites. What it essentially means is that the management teachers must take a lead and set 

up opportunities where people can learn from each other.   

(ii) This is not to say that the management teacher and lecturer should not teach.  What it 

does say is that the management teacher must become more flexible in the way he 
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lectures and teaches.  He will have to build upon the agendas set by participants rather 

than just teach his theories based upon historical cases with only the vaguest form of 

discussion about the current particular problems brought by members.  In future the 

management lecturer/educator will be expected to take the initiative in setting the area for 

discussion, but then relate his contribution to the specific requirements of the participants. 

(iii) In addition, we shall see much closer relationship between management education and 

the role of the teacher and lecturer as an organizer of learning.  In this sense the teacher 

and lecturer will have to become a manager.  Equally, the manager will have to become a 

teacher.   

(vi) The educator or lecturer would be expected to hold or have industry experience.  An 

industrial attachment either on full or part time basis. 

(v) Management educators will have a great knowledge of the internet and modern 

technology.  This will assist in lecturing and in the acquisition of modern knowledge.  

The world is now a global village. 

 

The Role of the Nigerian Institute of Management (NIM) and Management Development to 

Company/Firm 

It is clear that there is an emerging area of professionalism within management which we can 

call management development.  However, it is an integral part of the management function, not 

something separate.  The NIM has a role to play in producing practical oriented managers of the 

future for Nigeria and the world. The Nigerian Institute of Management and other professional 

association will produce cutting edge managers and practically oriented managers of the future, 

through CPD programme.The Nigerian Institute of Management (NIM) has some practical roles 

to play in the development and nurturing of practical managers in Nigeria set up in 1964 as a 

practical professional body to prepare future Nigerian managers in the field of management.  Its 

vision is to be the source of management excellence in Nigeria, Africa and worldwide.  It was 

granted a charter status in the year 2003, via the Act No. 14.9 of the National Assembly.  It has a 

mandate of producing and nurturing practical managers through various membership cadres from 

graduate to fellow (fNIM) attained over years of practical managerial experience in the industry 

or academia members are also expected to attend mandatory professional conferences and 

seminars over a period of time, as part of the Continuous Development Program (CPD) of the 

Institute. Producing dynamic cutting edge managers will pay the way for production of high 

class managers. 

(i) Management development is very much an individual thing.  For anybody who is going 

to succeed in managerial work, he must take the responsibility upon himself to seek the 

initial basic training and have the drive and motivation and discipline to pursue it.  

Although opportunities can be provided, in NIM, it is the individual who must plan his 

own personal development.  This means taking probably at least a four to five year 

perspective and drawing up specific action plans and having a ten to fifteen year plan of 

one’s career within which to shape these specific developmental activities.  If one is 

working for an organisation of any size, one should therefore look to the facilities that 

they have in the structure for developing one’s career.  The NIM and other business 

professional bodies like ICAN, NIMN, CIMN, CITN can provide those practical 

knowledge.  

(ii) One should look at the selection policies for both external and internal people.  Are the 

selection criteria well laid out and is selection based upon fair principles and practice and 

academic qualification?  It is important that an organisation does select people upon merit 

and it is therefore a good first step to look at the way in which company goes about 

selecting both new staff and people who are to be promoted from within.  Prestigious 
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business faculties in Nigeria like UNILAG, UNN, ABU, LASUTECH can provide the 

personnel and manager for the future. 

(iii) It is important to look at the ongoing assessment that a company makes of its managers.  

What sort of an appraisal system, if any, is established?  How far is the appraisal an 

active system rather than one which just involves passive working, then you will find that 

people are promoted on the basis of their record. 

 

The prime factor is usually trying to improve people’s performance in their existing job.  This is 

where management development can make its biggest impact.  It is not courses or training events 

which can really make the improvement.  It is day to day management and the application of 

knowledge gotten in prestigious management faculties and professional bodies can solve the 

problems.  The manager subordinate relationship is the key in successful management 

development.  If this is not working, well, then courses and educational activities will not 

improve things in any significant way.  The motivation and energy that needs to go into 

improving performance must come through the interactions that managers have with their staff.  

For if the management development system in your organisation does not seem to be working, 

first of all look at the policies and then see whether individual managers are carrying these out. It 

may well be that they do not feel sufficiently knowledgeable about the policies, or have the skills 

to conduct the appraisal and the development process in the proper way.  At this stage, then 

managerial conferences, seminars, CDPS, in house training and training programme may well be 

one answer.  However, the fundamental fact is that we need clear policies and the desire to 

implement them at all levels of management if the management development process is to take 

off. 

 

Therefore, it is important that we look at the organisational aspects of management development. 

One clear feature is the importance of doing effective manpower planning.  All organisations in 

the process of change need to make projections on the need for various levels of skill and ability.  

This clearly involves an understanding of the managerial requirements for the next ten to fifteen 

years.  Too many big companies go in for new plans without realizing the need for managerial 

talent and, therefore failure is often a result of not having sufficient people with managerial skill 

at the time it is required.  To a large extent this can be overcome through careful assessment and 

looking at the talent within the organisation on a regular basis.   

 

The whole issue of organisation development is one of the bringing people together so that they 

can thrash through problems and issues in order to come up with solutions which will enable 

people to tackle problems both collectively and individually.  Organisation development 

essentially means helping within the organisation who have different geographical places of 

work, to share information and negotiate contracts and agreements on how they can achieve the 

tasks and objectives. It often requires the intervention of external people who can bring together 

people to discuss issues openly.  In this, the business schools should increasingly take an active 

role along with consultants and individuals who are skilled in process consultation work.  The 

curricular of business should accommodate those trends. 

 

Information Technology and its application to modern business practice should be an integral 

part of business faculty teaching in management schools.  The increasing role of the internet and 

the social media channels as an avenue for business games and customer segmentation should be 

incorporated in management lectures and case study approach to solving managerial problem.  It 

is the intangible area of management. We will see tremendous growth in people who are skilled 

at the interface areas. At the moment there seems to be separation of the two, with management 

development placing more emphasis upon training and education of individuals.   
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What Role Will Nigerian Educational Institutions/Management Faculties Play in the 

Future of Management Development? 

The fundamental role of educational institutions in industry and commerce until about twenty or 

thirty years ago was concerned wtih apprenticeship training and specialized instruction for 

particular professions such as accountancy, finance, banking or engineering.  It is true that there 

were earlier initiatives, particularly in America/United Kingdom, to develop management 

educational training, but these were limited in size and confined in the main to the American/UK 

scene. It is only recently that management education has become a worldwide phenomenon with 

specialized institutions such as business faculties schools and other organisations providing wide 

spectra of education activities. The professional bodies and managers are also an integral part of 

the learning and studies.It was assumed that anyone who was sent on a management programme 

was inadequate at his job.  In some organisations today there is still a suspicions that if people 

have to go on a management course it is indeed a remedial programme rather than a development 

programme.  If people are not sent on management development programmes, it will be assumed 

that they are not performing appropriately and that they will not be advancing in their career.  

One of the preconditions for promotion is that people should attend management programmes 

and keep up to date with current ideas across many subjects and understand developments in 

other industries and countries of the world. 

 

Unfortunately one of the major criticisms of business schools is that their teaching methods fall 

far short of what is required. They are not practical oriented.  Often the topics chosen are of 

interest, but academics tend perhaps to still teach the way in which students on other courses are 

taught.  Essentially what the businessman needs is a practical guide rather than a theoretical 

discourse.  This means that business schools have got to look much more closely to their 

educational curricular and methods and this, could be the biggest area for research and 

development and application that they could invest in the next future time of the 2000s. 

 

5. CONCLUSION 
The Prospects and Future of Nigeria’s Business School: Conclusion and Recommendations 

 

1. There will therefore be a massive change in the management development structure of 

organisations.  We now have the basis for an educated corps of managers, equivalent to 

those which we would find in medicine or any of the other major professions. But with 

the numbers of people who are being trained with the basic qualifications there is no 

doubt that a vast change is going to occur in most large organisations. We shall have 

people who speak similar languages at technical and commercial levels.  They will except 

high standards. The competition for places in organisations will be considerably 

increased. 

2. Alongside the indepth work with the Master of Business Administration (MBA), Master 

of Public Administration (MPA), we have the short programmes which managers attend 

to bring themselves up to date, whether it be in marketing, finance, human resources, or 

business systems.  These provide the opportunity for experienced managers to refresh 

their knowledge and ideas and keep up to date with current events.  They don’t provide in 

indepth foundation, but for people who have considerable experience in business they do 

provide an integrative framework. 

3. As we go into the 2020s, a most interesting situation.  Most of the postwar and post 

internet managers have had little formal management education.  They gained what they 

knew by experience.  Therefore we are getting a meeting of two cultures.  It is important 

that the new educated group of managers learn from the experienced manager and vice 
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versa.  It is equally important that the older groups are willing to learn from the younger 

qualified group.   

 

Recent developments by the management faculties and schools of the University of Lagos, Lagos 

State University, Ahmadu Bello University, University of Nigeria Nsukka, Lagos 

Business School in conjunction with some notable companies and government agencies 

have organized joint training programs which are useful. These joint training programmes 

are with multi-national firms and government agencies in Nigeria.During the 2020s we 

shall see more of this interface work and an extension of the current initiatives.  Project 

and thesis work from students in industry and commerce as part of their formal study will 

grow.  Reciprocally managers will recruit for temporary periods on their projects special 

help from educational bodies whose interest is in researching new developments while 

contributing to existing problems.  However, such moves need to be seen in the context 

of changing approaches to educational methods. 

 

 A particular facet of this will be the move towards continuing education in the 

management area.  Already we have seen the National Open University of Nigeria 

(NOUN) succeed in providing opportunities for lifelong education.  We shall shortly see 

similar innovations in the particular field of management.  Attempts have already been 

made to launch the open business school.  Current work at NOUN, LASU, LAUTECH, 

and ABU is exploring a major initiative centred on the concept of distance teaching, 

using film, video tape, ICT and Whatsapp and educational packages to help people 

develop their knowledge and skill in their own time without necessarily having to enter a 

classroom.  There will be opening of distance learning and conversion course programs 

as practiced by ABU, LASU, LAUTECH and NOUN to update the knowledge of 

managers in line will current trends in the management practice. 

 

 Alongside this also at LBS, the provision of credits for people doing work in continuing 

studies has now been established.  That is, managers can acquire credits over a period of 

time by doing a variety of courses in educational work.  These credits will enable them to 

be eligible to sit for higher degrees in management studies.  This is also in line with the 

CPD by NIM.Within the companies and organisations there will be a much more 

coordinated approach towards management education.  Increasingly, careers will become 

more planned.  For people who wish to advance it will become important to have had a 

series of work experience linked by both internal and external educational programmes 

from Nigeria business schools and faculties and professional bodies. 

 

 Therefore, we shall see considerable advances, not only in individual development, but in 

team development. We should expect a lot of attention to be paid to new theories and 

practices in the area of organisation development, particularly given the pressure for 

consultation and communication, as well as negotiation from all levels.  These changes 

will place considerable pressures on management development specialists both within the 

organisation and in the educational organisation.  There will be an emergence of a 

professional identity amongst such people and the formation of networks of professional 

bodies to facilitate the assuring and preparation of ideas CNIM, CIBN, ICAN, NIMN, 

CIT all have practical roles to play. 

 

 The 2020s represent a major challenge for both managers and educationalists who are 

concerned with management and organisation development.  It is a field which is one of 

practice and pragmatism but demands considerable research.  So far this has been 
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noticeably in short supply.  We shall see, however, within the next ten years, considerable 

amounts of money set aside for specific projects and it is important that these are 

conducted within the action research frame of reference by companies and the university 

business faculty.Management education and development has a bright future if those 

involved can keep up with the pressure for change and the complexity of the world in 

which they have to work.  Management education will involve ICT and internet 

knowledge and practice.  The ICT and social media will provide the fulcrum of learning 

and practice by management schools.  There will be a shift to practical application of 

knowledge to individual firms and companies and for the managers and workers. The 

future is bright for educational faculties in management and the Nigerian managers. 
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Abstract 

This study examined strategies that could assist Small and Medium Scale Enterprises 

navigate the period of Coronavirus. It specifically considered the temporary lockdown 

which affects restriction of movement, closure of schools and businesses. The paper 

identified the prominent roles of SMEs in the local, national and global economy and 

job and income generation. Secondary data were gathered from the literature on 

previous pandemics and measures taken to address their socio-economic impact. Hence 

the use of a desk-based research methodology.The study discovered that COVID-19 has 

crippled the activities of SMEs by hindering the smooth flow of products across 

markets and the inflow of raw materials for production and it is presenting a high risk of 

recession in Nigeria and all over the world. Business activities are greatly affected 

cumulating to massive job and revenue loss. SMEs constitute the larger proportion of 

businesses and create employment to a significant percentage of the population both in 

developed and developing countries. Considering the roles of SMEs policy makers and 

supervisory institutions should embark on some mitigating initiatives to combat the 

potential negative socio-economic effects on businesses and households. Financial 

assistance to improve liquidity and assisting in the payment of the salary of workers that 

have not been paid for months. 

Keywords: Coronavirus, Small and Medium Scale Enterprises, Navigate, Lockdown. 

 

1.  INTRODUCTION 

Coronavirus is a pandemic that affects a wide geographical area and a large proportion of the 

population. Coronavirus is not the first global pandemic.  In the twentieth century, a Pandemic 

Spanish Flu occurred between 1918 and 1920, an influenza virus caused by the H1N1. It affected 

mostly young and healthy individuals. Human Immunodeficiency Virus pandemic occurred in 

1980s in the USA and affected about 40 million people globally. Modernisation has brought 

advances to the medication of chronic HIV which makes it treatment manageable. Small pox 

outbreak that occurred in 1972 was highly infectious ailment and was noticeable on skin with 

death rate of 30 percent. Similarly, Ebola Outbreak occurred between 2014 to 2016. The 

epidemic virus in Central and West Africa started in Guinea. it spread to Sierra Leone and 

Liberia with over 11,000 mortalities and 28,000 cases.  Mali and Nigeria recorded few cases and 

were swiftly curtailed (Damir Huremovic, 2019) . The current pandemic Coronavirus is also 

known as COVID-19. The COVID-19 disease ravaging the whole world started in Wuhan, China 

November, 2019 from a seafood market. Meanwhile, on 27th of February, 2020 Nigeria recorded 

her first case (NCDC, 2020). 
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The health impact of the virus is substantial with fever, dry cough, tiredness, aches and pains, 

sore throat, diarrhoea, headache, loss of taste or smell and difficulty in breathing as its 

symptoms. At present, there is no specific anti-viral treatment that has been confirmed to be 

effective against COVID-19. Some preventive measures such as hand washing practices, safe 

distancing, wearing of masks, covering of nose and mouth when cough or sneeze, quarantines 

have been put into use. Other measures taken by governments and businesses all over the world 

to prevent transmission of the virus include temporary lockdown, restriction of vehicles, flights 

movement and temporary closure of businesses, schools and social events. These measures are 

not without their attendant challenges in the areas of economy, crime and   other health issues. 

COVID-19 is a novel pandemic has made the global economy weak. Movement restrictions, 

closure of borders and lockdown across the nation and globally are hindering the smooth flow of 

products in markets and the inflow of raw materials for production and it is presenting a high risk 

of recession in Nigeria and all over the world. Schools and religious centres are also shut down. 

Many employees have lost their jobs and many employers have closed down 

temporarily.COVID-19 pandemic has affected many large companies especially the Small and 

Medium Scale Enterprises (SMEs) were especially vulnerable to the crisis's repercussions. 

 

The businesses that fall under the Small and Medium Scale Enterprises include Fashion 

Designing, Video Game Arena, Make Up Artiste, House Painting, Event DJ, Art- Gallery, 

Catering Service, Liquid Soap Production Business, Barbing Salons, Hair Dressing- Salon,Pure 

Water Business, Fast Food Eatery, Poultry Farming,Hotel Business, Nursery and Primary 

School, Car Wash, Laundry Service,Cyber Café, Photocopy / Computer centres, Event 

Management  and Rental Services. Barbers, Hairdressers, Fashion Designers could not work and 

they find it difficult to purchase what they need. Bars and Restaurants were shut down during the 

lockdown and the owners and employees are all affected. Roadside vendors, carwash, laundry 

services, cyber cafe, photocopy/computer centres, game centres could not operate during the lock 

down period. All these put untold hardships on these small-scale businesses. Other SMEs like 

laundry services, Car Wash Businesses and Make Up Artistes were also affected. 

 

The _ lockdown _ has greatly affected the Nigerian film industry (widely referred to as 

“Nollywood”) which is the second-largest employer in the nation (Oji, 2020). The hospitality 

industry has also been hit. Private school teachers were not exempted. They have not been paid 

for several months.  They cannot purchase the essential things they need for themselves and their 

families. Some proprietors that rely on only schools for their living could not pay the school rent, 

they were only left with the option of begging the landlords to let them make payment later. This 

act reduces aggregate consumption because money could not circulate well round the nation. 

Likewise, Pure water business could not function well because of the lockdown.  Event 

management, Decorators and Rental services could not operate during the lockdown so as to 

curtail the spread of the coronavirus. All these have crippled most SMEs.The objective of this 

study is to examine the strategies that Small and Medium Scale Enterprises could use to 

Navigate the Coronavirus Era in Nigeria. 

 

2.  LITERATURE REVIEW 

The Central Bank of Nigeria defined Small-scale enterprises as an organisation that has an 

annual turnover of about 500,000 naira. However, the Federal Government of Nigeria defined 

small-scale enterprises as those enterprises that do not exceed annual turnover of 500,000 naira 

and capital investment of between 2million naira to 5 million naira in the 1990 budget  

(Ekpeyong and Nyong, 1992).  The small and medium scale enterprises play eminent roles in 

local, national and global economy and they are great employers of labours (Chowdbury 2011; 

OECD 2014; Chatterjee, Shiwaku, Gupta, Nakano and Shaw, 2015). According to Igwe, 
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Amaugo, Ogundana, Egere and Anigbo (2018), 40 -60 percent of GDP are provided by SMEs in 

developed and developing countries and make nearly 40 percent of the total world industrial 

products and 35 percent of the total world exports (Sharma and Bhagwat, 2006; Mbuyisa and 

Leonard, 2017). 90 per cent of businesses and more than 50 per cent of the jobs around the world 

are mostly SMEs. However, global jobs constitute two-thirds small businesses   and over 40 per 

cent of World GDP. 

 

In   developed   economies, SMEs contribute 60-70 per cent of employment opportunity and 55 

per cent of GDP (Christopher, 2019). For example, in Europe, the sector contributes 58 percent 

of GDP and 67 percent of employment. Out of all firms in Japan,99.7 percent are SMEs and they 

employ more than 70 percent of the total people that are working (Yoshino and Taghizadeh-

Hesary, 2018) while 99.8 percent of firms in Turkey are SMEs (Kaya and Uzay, 2017). 

 

In developing world, SMEs take 33 per cent share of the GDP and 45 per cent of employment 

(OECD, 2017). In Africa, SMEs sector contributes 50 per cent of GDP and employment (World 

Bank, 2013). In Nigeria, SMEs account for 90 percent of businesses, 84 percent of employment 

and contribute 48 percent to the GDP. Specifically, in countries like Uganda and Tanzania, the 

sector contributes 62.2 percent and 49.8 percent of employment respectively. The SMEs 

contributes significantly to employment. This employment includes opportunities for women, 

youth and other categories. Small business owners are mostly women in developing economies. 

Likewise, SMEs play important roles in providing employment opportunities and bring up new 

methods, product and ideas in rural areas (Auzzir, Haigh and Amaratunga, 2018). 

 

Cheong (2001) found out that income inequality was increasing in the period of the economic 

crisis in Korea while Giannakis and Bruggeman (2017) found out that recessionary shocks 

affected urban regions more than local areas during Greece economic crisis. Soininen, 

Puumalainen, Sjogren and Syrja (2012)   examined the collapse of small and medium scale 

enterprises during economic crisis. However, pandemics have effects on the socio-economic 

activities globally.  

 

 During the 1918 pandemic, 40 million people were killed worldwide between 1918 and 1920. 

At that time, in the U.S,the effect of  the pandemic was different across regions. Regions that 

quickly took precautionary measures such as closing schools,churches etc. could limit  the spread 

of the virus , unlike the regions that took precautionary measures late that were severely affected 

by the virus. It  affected a lot of white people than people that are not white and mortality rates 

were higher for ages 18 to 40 . However,  the pattern for COVID-19 pandemic is different, i.e.it 

affects more of older people than younger ones . The economic impact of 1918 pandemic was 

that businesses in the entertainment and service industry experienced substantial losses unlike 

those in the health-care products that experience higher profit (Garrett 2007, 2008) . Increase in 

the rate of death reduced the labour supply during the Spanish flu,  which resulted to increase in 

the wages of workers and the amount of work that they do (Brainard and Siegler, 2003) .  

Almond (2006) posited that after the pandemic, pregnant women who were exposed to 

influenzas in 1918 produce children who had abnormalities such as diabetes, stroke and 

schizophrenia. Some researchers have a different view. For instance, Karisson, Nilsson and 

Pichler (2014) investigated the short-term and medium-term economic impact in Sweden. The 

statistical result show that the pandemic resulted in negative impact on earnings instead of 

expected increase in earnings   suggested   in Garrett (2007, 2008) as well as rapid fall in capital 

returns. 
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The effect of Severe Acute Respiratory Syndrome (SARS) outbreak on macro economics in ical 

perspective 2003 was investigated . A mortality of 10 percent was reported out of 10,000 

infected population. They made use of irregularities in national statistics that correspond to the 

outbreak of SARS and serves as indicator to macro-economic impact of SARS. Countries and 

economic sectors are the units of assessment. WHO reported cases of SARS from at least five 

Countries were involved in the estimation. During the second quarter of year 2003 the SARS 

pandemic affected the profit or loss reported. The research shows the business greatly affected 

by the economic impact of SARS were hotels, restaurants and tourism. However, developed 

countries like China and Hong Kong recorded highest losses while Canada and Singapore 

recorded minor losses. The effects of losses did not last long because of the aftermath succession 

of gains in subsequent month, quarter or year. SARS pandemic effect therefore did not last long 

(Keogh-Brown and Smith, 2008). 

 

The social and economic effects of the Avian flu in East Asia was investigated (Brahmbhatt, 

2005). The results revealed that lapses from the disease and control measures available directly 

affected the poultry sector economically. The outbreak triggered poultry reported losses of 15% 

in revenue as a result of poultry supply chain which later have a great impact in terms decline in 

poultry production and their capabilities, loss of profit, and loss of livelihood by rural 

communities. 

 

Kato and Charoenrat (2018) examined the business continuity management (BCM) practices in 

SMEs in Thailand. Suggested that the extent of the effect of pandemic on SMEs is largely 

dependent on BCM which entails pre-emptive measures and remedial actions before and during 

the pandemic occurrence. According to the Disaster Recovery Institute (2015) BCM refers to 

advance planning and preparation in creating a system of prevention and recovery to deal with 

risk and threats that could affects the going concern of an entity. A robust business recovery plan 

helps to minimise the negative effects of the pandemic on business. A business continuity plan is 

made up of mechanisms that are planned to take care of pandemic and considered occupational 

health strategies. Navigating the uncertainty of a pandemic crisis requires organisations to focus 

on people, cashflow and operations while keeping sight of the bigger picture- strategy, risk and 

business resilience – to ensure business continuity and survival beyond the crisis (KPMG, 2020).  

However, the coronavirus pandemic poses temporary lockdown which affects restriction of 

movement, closure of schools and businesses. COVID-19 has crippled the activities of SMEs in 

Nigeria by hindering the smooth flow of products across markets and the inflow of raw materials 

for production and it is presenting a high risk of recession in Nigeria and all over the world. 

Business activities are greatly affected cumulating to huge job and revenue loss. COVID-19 has 

put much pressures on policy makers and supervisory institutions   across the globe and forcing 

them to start a number of mitigating initiatives by government to combat the potential negative 

socio-economic effects on businesses and households. Nigeria is still grappling with the 

uncertainties of this crisis and to implement their pandemic response strategies. 

 

3.  METHODOLOGY 

Secondary data were gathered from the literature on past prevoius pandemics and the measures 

taken to address their socio-economic impact. Hence the use of desk based research 

methodology.This is a position paper outlining various views on the effects of COVID-19 on 

Small and Medium Scale Enterprises.It is based on existing facts, that provide a solid foundation 

for probable ways by which the small and medium scale enterprises can safely navigate the 

COVID-19  period. It used authoritative references to evaluate possible solutions and suggest 

courses of action.  
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4.  DISCUSSION OF FINDINGS 

As a result of the COVID-19, web-based online shopping tools have been used all over the 

world. Due to the government restrictions on movement of people from one place to the other, 

stakeholders have become increasingly apprehensive about the consequences for small and 

medium scale enterprises (SMEs) in Nigeria. SMEs in Nigeria may face significant difficulties in 

their operations, from the increased costs of production and distribution to pressures on the 

supply chain arising from the challenges of COVID-19. 

 

The closures of borders, seaports and lockdowns have made Nigeria to lose a lot of money worth 

of trade for both import and export. Supply chain globally were severely affected because China 

the largest exporter of goods in the world shut down their borders and closed all factories. 

Nigeria as a heavy dependant on importation experienced scarcity of vital goods such as food 

supplies, pharmaceutical products, and spare parts from China (Ozili, 2020). According to a 

report by the Sun Business Network (SBN) SMEs operating in Nigeria’s food industry are also 

affected. There is concern about the negative effects of COVID-19 pandemic on SME companies 

in Nigeria’s food networks (Sun Business Network, 2020). These are the SMEs that produce, 

process, market, transport and sell the food products and associated services that many people 

depend upon in Nigeria. The most explicit impacts are price shocks and food shortages for 

consumers who rely on these SMEs, while bankruptcies and unemployment will be rampant in 

these already weak enterprises soonest (Adekoya and Aibangbee, 2020; Sun Business Network, 

2020). The SMEs surveyed in the report revealed accessing inputs, particularly farm products, 

was becoming hinderance to business operations. Challenges about demand and supply have also 

hindered the ability to pay loans and renew leases. According to the report, as the level of 

production decreases, money begins to get depleted.  Most SMEs have reduced their work hours 

and salaries (SBN, 2020).  

 

Since the lockdown period, most of the SMEs have been unable to lay their hands on essential 

raw materials. Some are already shutting down since there is no material for production. Lot of 

containers have been delayed at the sea ports and shipping dates have been repeatedly postponed 

on account of COVID-19. Perishable products have gone to waste in warehouses or been sold off 

at pittances. Distribution of non-perishable goods is practically at a halt and transportation 

businesses are stuck with vehicles in their parks all day long. As if all these are not enough, there 

are increasing reports of looting in various states and as much as this development affects us all 

as a nation, it makes an already bad financial situation worse for the SMEs in this country. Most 

of these small businesses are understandably ill-equipped to handle a crisis of this scale and so 

for many the focus has rapidly switched from profit-making to survival mode. 

 

COVID-19 has put much pressure on policy makers and supervisory institutions across the 

globe. This has led to a number of mitigating initiatives by government agencies to struggle for 

victory against the potential negative socio-economic impacts on households and businesses 

(KPMG, 2020). The Central Bank of Nigeria released a circular on 16 march, 2020 on its policy 

response to the COVID-19 outbreak. These measures include: Deposit Money Banks (DMBs) to 

give a grace period for those households and business affected by COVID-19 outbreak in terms 

of loan terms and payment period. Loan facilities were provided to those who wish to set up 

pharmaceutical manufacturing companies, healthcare experts, and who want to build 

ultramodern hospitals in Nigeria so as to boost the Nigerian health care industry. CBN has also 

provided flow of affordable finance and investment through Nigeria Incentive-Based Risk 

sharing System for Agricultural Lending (NIRSAL) a 50-billion-naira credit facility to SMEs 

and agricultural businesses affected by the COVID-19 pandemic. intervention facilities provided 
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by CBN reduced the interest rate per annum from 9% - 5% during the pandemic period effective 

from March 1, 2020. Principal repayment period was also increased by CBN.  

 

The Federal Inland Revenue Service (FIRS) has also created some palliative measures on March 

23rd, 2020. Some are the extension of tax debt payment, interest waiver and penalty, reporting 

dateline, six months are statutorily required by companies to file annual CIT returns at year end. 

Companies are statutorily required to file annual CIT returns within six months after the financial 

year-end date. Palliative measure by FIRS gives companies the grace to file their returns during 

the seventh month. FIRS likewise permitted filing CIT returns with unaudited accounts. Audited 

accounts by taxpayers are expected to be submitted by 2nd month from the reviewed due date of 

tax return filling. FIRS has greatly encouraged the increase use of electronic platforms and e-

mails, useful for tax audits and desk reviews, the FIRS also have in pipeline to set up web portal 

for tax payer to upload documents for management to access(Adegite and Abu, 2020). 

 

The Nigerian Stock Exchange (NSE) and Securities and Exchange Commission (SEC) has 

placed 60 days for filing deadlines for companies they regulate and they encourage use of online 

channels by their stakeholders. Other measures put in place by the House of Representatives is 

the Emergency Economic Stimulus Bill, 2020. Under personal income tax act, 2004 (as 

amended) 50% PAYE of the amount due or paid were reduced. In addition to that, 180 days 

payment extension was given by the National Housing Scheme’s residential mortgage from 

march 1, 2020 for individual contributors to relief contributors whose income is fluctuating. 

Import duties was relinquished on medical apparatus, pharmaceutical products, personal 

protection equipment and medical supplies essential for the treatment and management of covid-

19 March 1 to December 31, 2020 (Adegite and Abu,  2020) . 

 

5.  CONCLUSION AND RECOMMENDATIONS 

The paper concluded that Coronavirus has greatly affected the socio- economic activities in 

Nigeria. Movement restrictions, closure of borders and lockdowns have combined effects on 

operations of small and medium scale enterprises. They have hindered the free flow of raw 

materials and products. Most SMEs have closed down while some others have downsized 

leading to high rate of unemployment. Palliative measures are required to mitigate the untold 

hardship melted on this sector of the economy. 

 

This study recommends that for SMEs to effectively navigate the coronavirus period, they must 

improve on their revenue generation. They should stay in touch with their workers. Teleworking 

is the best option to cut recurrent costs and ensure staff safety. They should create weekly 

meetings/hangouts to check in workers on virtual platforms like zoom, Google Hangouts etc. 

This will reduce loss in staff strength to Covid-19 and keep their workers active. SMEs should 

turn expertise to money. Paid webinars could be organised to share their expertise at large. They 

can even organise “Do It Yourself” (DIY) online workshops where other business owners and 

consumers can learn from the person for a fee. This will be another stream of income for the 

SMEs. 

 

To meet cash requirements, SMEs can pre-sell products and services to their customers. It might 

be tough to get customers to buy, especially at times like this, however SMEs can give them 

irresistible offers such as discounts, added value or private coaching on product or service use. 

They should be innovative. There is need to create new products that are highly demanded for by 

customers during this coronavirus era such as face mask production, hand sanitizer etc. Home 

deliveries should be encouraged. Clients might feel reluctant to move around due to the COVID-

19 disease. If you are making products and selling at your local store, you can start delivering the 
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products   yourself or make use of delivery bikes.  Extra money for delivery will facilitate more 

cash flows. 

 

While cash palliative measures have been set up, the federal government should increase the 

efficiency of mechanisms used to distribute these funds to ensure that the businesses worst-hit by 

the crisis are reached (Anthony, 2020).  Many SMEs do not benefit from these measures and 

palliatives. Similarly, the State Inland Revenue Services (SIRS) along with the Federal Inland 

Revenue Service (FIRS) should forgo payments on corporate income and personal tax for the 

second and third quarter of 2020 especially considering the fact that the pandemic has depleted 

the profits and revenues of enterprises and households. Government should try and give the 

private school teachers and other salary earners in the informal sector money from the reserve. 

Adequate circulation of cash will boost socio- economic activities of the SMEs. 

 

Given the significance and operation of SMEs and their impact on growth and development of 

socio-economic activities in Nigeria, the government should adequately address the challenges 

facing them. They are the bedrock and the key to provide solution to the growing rate of 

unemployment and alleviation of poverty and should be given appreciable cognizance.     
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Abstract 

This study empirically investigated the impact of the COVID-19 pandemic cum 

lockdown order on the performance of the informal sector in Southwestern Nigeria 

amidst the weak palliative measures instituted by the government. The rationale behind 

carrying out the research was to highlight the consequential impacts of the total 

lockdown and social distancing policy of government on the continuous survival of the 

informal sector which is a key economic player in the Nigerian economy. Data were 

gathered using distribution of questionnaires and interview method to purposively select 

385 artisans, petty traders, labourers/casual labourers and farmers who engage in 

sustenance farming in Southwestern Nigeria, particularly those operating in Osun and 

Oyo States. Data collected were analyzed using tables and analysis of variance. 

Findings revealed that the pandemic and consequential lockdown policy of the 

government exerted a statistically significant and inverse influence on the proxy of 

financial performance in the Nigerian informal sector and thus, serve as major threats to 

the continued survival of the sector.  

 

Keywords: Coronavirus 2019, Lockdown Policy, Informal Sector, Southwest, Nigerian 

Economy. 

 

1. INTRODUCTION 

Precisely in December 2019, a new cluster of pneumonia disease originated from Wuhan, China. 

This disease was thereafter named by the World Health Organisation (WHO) as Coronavirus 

Disease 2019 (COVID-19). There have been several confirmed cases of infection within China 

and globally with resultant high-profile death cases in Italy, Spain, USA and top countries of the 

world. On January 20th, 2020, the WHO declared Coronavirus a pandemic and a public health 

hazard global emergency (Guo et al. 2020). 

 

The first case of COVID-19 pandemic was reported in Nigeria by the Federal Ministry of Health 

on 27th February, 2020 and since then, number of cases in Nigeria have skyrocketed to 74,132 

with 1200 deaths (NCDC, September 29, 2020). Consequent upon this, and in a bid to curtail the 

spread, the president of the Federal Republic of Nigeria, Muhammadu Buhari GCFR on 29th 

March, imposed a 14-day lockdown order in Lagos and Ogun States as well as Abuja, the federal 

capital territory where the spread of the dreaded COVID-19 was prominent. This lockdown order 

was also extended by the president on April 13, 2020 in a national broadcast. It should be noted 

that the lock down was enforced as a measure to restrain the spread of the dreaded virus since it 

was discovered that COVID-19 is highly contagious through interactions, crowds and social 

gatherings. 
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Hence through the enforcement of the lockdown order, social gatherings were prohibited, 

churches and mosques were closed down, business activities were abruptly truncated and shops 

were under lock and key. Those who eke-a-livelihood through daily sales of various products, 

petty traders, chemists, fashion designers and so on were vehemently prevented from carrying 

out their daily transactions. Following the Federal government lockdown impositions, most State 

governments also followed suits - Osun, Oyo, Kwara, Lagos, Ogun, Ekiti, Ondo, Edo among 

others also imposed total lockdown orders in their states. 

 

It is very important to point out here that efforts have been made by the Federal and State 

governments, Non-Governmental Organizations and prominent members of the society to come-

up with palliative measures to the less-privileged citizens (afterward referred to as the “poorest 

of the poor”) in the society. Though the yardstick used to determine these people is not clear-cut. 

Despite all these attempts to give palliative measures and relief materials to citizens, there have 

been various reactions and counter-reactions by members of the communities that particular 

segments or regions are being neglected and that the relief materials being distributed to people 

are grossly insufficient and inadequate. 

 

All of these among other issues gave rise to members of the society most especially those in the 

informal sector to begin to do a cost-benefit appraisal of the COVID-19 pandemic cum lockdown 

policy of the government. Some social critics, observers and most especially those who are 

directly affected by this policy are of the opinion that COVID-19 pandemic may not necessarily 

pose the prime danger to public health in Africa in general (and of course Nigeria in particular), 

rather the consequences of the regional and international measures initiated to tackle the 

pandemic (Broadbent, 2020). It is argued that in a society where the chunk of its active citizen 

lives on a hand-to-mouth basis, the fear of the pandemic and the consequential lockdown 

measure may be minimal compared with the pain and mental agony of being unable to make 

ends meet and feed self and families alike. There is even this popular parlance among these 

categories of people that “hunger kills faster than the virus”. This phraseology clearly and 

undoubtedly expresses the pains and hardship people at the grassroot in the society are passing 

through during the period of the pandemic cum lockdown imposition by the government. 

 

A question that willingly comes to mind is that who are these people that are most affected by 

the lock down policy of the government? The description of Breman (1994 & 1997) best 

describes these people- “wage hunters and gatherers and footloose labourers”. According to 

Kannan (2020) they are millions of agricultural labourers and poor peasants producing food 

grains and processed foods for those who have the money to buy them at will, hewers of wood 

and drawers of water, workers who load and unload goods at scattered points of trade and 

commerce across our vast nation, rickshaw pullers in towns and cities coming from distant 

villages, barbers and washer women and women, manual scavengers and garbage pickers, street 

vendors and domestic servants, auto rickshaw and taxi drivers, brick kiln workers and 

construction workers who migrate from villages to cities and towns in search of work, workers in 

repair shops and small workshops producing all kinds of cheap consumer articles and consumer 

durables that end up in corporate warehouses, roadside eatery workers and those in small hotels 

and restaurants, security staff, who protect the middle class and the rich in their gated habitats, 

delivery workers who deliver food and e-commerce packages at the doorsteps of millions of 

homes and companies, and similar umpteen groups of workers bracketed under the informal 

sector status. As it is very obvious that businesses in this informal sector, due to the pandemic 

cum lockdown policy, have experienced disastrous losses and setbacks, which has also made 

business owners vulnerable to loss of income and going concern risk, it is therefore imperative 
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for the government to consider the source of revenue and the existential issues faced by these 

people. 

 

The role of informal sector to the development of Nigerian economy is huge and cannot be 

overemphasized as it contributed an estimate of 57.9% to the country’s GDP in the year 2014 

(Babalola et al, 2015) and 60% in year 2017 (IMF, 2017). Additionally, 80% of the self-

employed youth in the country fall within the bracket of the informal sector and they are directly 

affected by the economic shocks caused by the COVID-19 pandemic and the consequential 

lockdown order given by the government. The implication of this economic shocks is that most 

people in this sector may thus resort to coping strategies such as disposal of personal assets, 

begging of alms, obtaining emergency and distressed loans from families, friends, foes and even 

unceremonious money lenders and child labour (Food and Nutrition of UN, 2020). 

 

It is therefore in the light of all these, that this research is being carried out to empirically 

investigate the impact of the COVID-19 pandemic cum lockdown order on the performance of 

the informal sector in Southwestern Nigeria amidst of the weak palliative measures instituted by 

the government, also to develop a capacity building for coping with pandemic cum lockdown 

imposition in the informal sector in Western Nigeria. These are considered paramount because if 

the current trend should continue and status quo remain, the country may be thrown into a 

recession given that the IMF had hitherto predicted a fall in the global economy by 0.5% and that 

the global economy may enter into recession by the first half of the year 2020 due to supply and 

demand shocks, slump in the commodity markets and fall in tourism arrivals (Africa Union, 

2020). 

 

All of these will expectedly take tolls heavily on Nigerian economy if measures are not taken to 

salvage the current dilapidating state of the informal sector in Nigeria at the moment. The 

aftermath of the COVID-19 cum lockdown order on the informal sector may be grave and by 

extension throw the nation’s economy into serious recession. Hence the urgent need to address 

the impact of the lockdown of major cities in Nigeria on the informal sector which unarguably 

form one of the mainstays of the nation’s economy and also to develop measure to solidify this 

sector amidst the pandemic crisis. 

 

1.2 Research Questions 

i. What are the components of the informal sector of Nigerian economy?  

ii. What are the effects of COVID 19 on the informal sector in Nigeria? 

iii. How has the COVID 19 cum lockdown policy impacted performance in the informal 

sector in western Nigeria 

iv. What is the way forward for the informal sector in Nigeria amidst the virus cum 

lockdown policy? 

v. What are the policy implications of Pandemic/Lock down for the Government? 

 

1.3 Research Objectives 

i. To identify what constitutes the informal sector in Nigeria; 

ii. To investigate the impact of COVID 19 cum lockdown policy on performance of 

informal sector in western Nigeria 

iii. To determine the policy implications of Pandemic and Lockdown measures 

 

2.  LITERATURE REVIEW 

Capacity building refers to giving attention to improve business skills, behaviour, knowledge and 

ability to achieve its target (UNDP, 2006) and performance by boosting its adaptability in a 
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sustainable manner. It is very important to business continuity in any economy, either for 

corporate, sme’s (Marlow & Patton, 1993) or informal sector as its impact tends to increase the 

output of workers in the economy as a whole.  

 

Therefore, how informal sector can cope with the pandemic and lockdown may largely depend 

on the attention paid to developing capacity which are capable of boosting individual and 

economic sustainability. While adaptability can be increased with attendant improvement in 

performance by making timely business decision, training, giving incentive, improved skills. 

A few studies have argued that capacity building is important, with significant impact on the 

need for evaluation and sustainable development (Susan, Jennifer, Duncan, Meyers & Catherine, 

2012; Simon, Hannal, & Frank, 2014). Some findings show that capacity building involves 

individual development which can in the long run translate to whole system development 

(Whittles, Colgon & Rafferty, 2012) 

 

Also, empirical findings on community capacity building is a long-standing strategy that have 

been explored by researchers involving community action in health promotion (John, Marco, 

Komatra, Fanny & Oladimeji, 2006; Fariborz & Redzun, 2008; Renee, 2006). Many of these 

studies focused on how capacity building can influence the formal sector without laying 

emphasis on the informal sector at a time of pandemic and lockdown. Also, other aspects of 

empirical investigation focused on the impact of COVID-19 in developing countries in term of 

their containment and mitigation measures (Norman & Steven, 2020). Similarly, Lance, Arnod, 

Paul, Thomas & Karl, 2008 highlighted that pandemic involving a virus could have a far more 

devastating outcome economically and socially while given a coping strategies such as 

humanitarian coordination, strengthening of community level preparedness and response, 

behavioural activation, mindfulness practice (Polizzi, tynn & Perry, 2020; Riyanti, Rajib & 

Andrew, 2020). The focus on the total economy, perhaps, is due to generalisation as many 

researchers (Bamfo, Asiedi-Appian & Oppong-Boakye, 2015) focus more on the coping 

strategies of corporate entities as its impact are more noticeable on the economy. 

However, there have been little evidence concerning the developing capacity for coping with 

pandemic and lockdown in the informal sector in Nigeria, especially on the artisans, wage 

earners and market women. Thus, what has not been considered in the previous studies is its 

impacts on the informal sectors at a time of pandemic and lockdown which stand to have direct 

effect on these people more in term of survival, these consequence’s had affected a number of 

sectors having direct implications on the population (Felipe, Jaqueline, Anne & Felix, 2020) 

Base on the foregoing, the study extended the frontier of knowledge by empirically exploring the 

developing capacity to cope with pandemic and lockdown in the informal sector in 

Southwestern, Nigeria. In order to specifically recommend a policy measure that can be put in 

place by the government to boost the coping capability of the informal sector and to examine the 

effect of developing capacity on the informal sector in Nigeria. 

 

3. METHODOLOGY 

This study employed exploratory survey as a research design, while primary source of data 

collection will be used. Questionnaire and structured interview method were used to elicit data 

from the respondents who are business owners and those who make a living through daily sales 

and hustings in western Nigeria. Copies of questionnaire were administered to respondents who 

are literate enough to fill them, while structured interview method was employed for respondents 

who cannot read nor write. The questions were read to these categories of respondent in 

vernacular. 

The population of the study consists of the entirety of artisans, petty traders, labourers/casual 

labourers and farmers who engage in sustenance farming in Southwestern Nigeria, particularly 



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

305 
 

those operating in Oyo and Osun States. The choice of selecting these areas of study is informed 

by the proximity of the researchers to these areas and the ease to relate with people in the 

informal sector in the areas. The composition of those in the informal sector in these areas are 

large and may not be easily determinable, thus the sample size determination model developed 

by (Isreal, 2009) was adopted.  

 

 
Where:  n0 = sample size, 

Z = value of the normal curve that cuts off an area α at the tails (1 – α equals the desired 

confidence level, e.g., 95%),  

e = the desired level of precision,  

p = the estimated proportion of an attribute that is present in the population, and  

q = 1-p.  

Therefore, the sample size for the study at 95% confidence level and 1% precision is denoted by; 

Z = 1.96, p = (0.5 maximum variability assumed) since actual variability in the proportion is not 

known), q = 0.5.     e = 0.05. Therefore, the sample size become    

no =(1.96)2(0.5)(0.5) 

             (0.05)2                   =     385  

Hence the sample size for each of the state in Southwestern Nigeria will be 385 people selected radomly 

across each of the category. 

 

The data that were used for this research were collected mainly from the primary source with the 

use of self- administered questionnaire and structured interview guide to gather information from 

the primary source. The questions were designed to address the effect of COVID-19 pandemic 

and Lockdown order on the performance of informal sector in Southwest, Nigeria. Data collected 

were analyzed using tables and analysis of variance. 

 

4. DATA ANALYSIS AND INTERPRETATION 

 

4.1 Socio-Demographic Characteristics of the Study 

The result in Table 1 shows socio-demographic characteristics of the study. In all, 55% were 

male while 45% were female. This implies that the informal sector gives equal opportunities for 

male and female folks alike thereby creating gender balance. Age distribution shows that about 

33% of the respondents aged less than 28 years while 27% fell between 28-37 years old, 24% fell 

within 38-47 years’ age composition, however, not more than 16% were in their prime age 

(above 47 years).  Cumulatively, not less than 60% of Nigeria’s informal sector is made up of 

young people. With respect to marital status, about 36% and 54% of these Nigerians were single 

and married respectively. In terms of education level, the informal sector of Nigeria is 

predominantly literate. According to report from Table 1, education distribution shows that not 

less than 46% of the respondents had post-secondary school education. Similarly, 30% 

completed secondary school degree, while 22% had primary six certificate. As indicated in Table 

1, the Nigerian informal sector primarily comprises of Artisans (35%), traders (33%), menial 

workers (18%) and farmers (13%). The distribution of respondent across these major aspects of 

the informal sector is an indication that respondents are evenly selected for holistic aggregation 

of opinion interest in respect to covid-19 impacts. About 43% of these people had between 5-10 

years of experience, followed by 11-15 years (19%), then 16-20 years (14%) while 1% had 

above 35 years of experience in informal occupations. 
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Table 1: Socio-Demographic Characteristics of the Study 

Source: Authors’ Computation, 2020 

 

4.2 Effect of Covid-19 Pandemic and Lockdown on the Informal Sector of Nigeria 

Table 2 shows the opinion distribution of respondents about the effect of covid-19 and lockdown 

on the informal sector with a Cronbach alpha and Kendell’s coefficient of concordance for the 

variable under analysis. The coefficient of concordance shows that about 30% of the respondents 

had the same perception about what the effect of covid-19 and lockdown on the informal sector. 

The implication is that covid-19 pandemic and lockdown had similar impact on about one-third 

of the informal sector. The result of reliability analysis also reveals that the instruments used to 

capture the effect of covid-19 and lockdown on the informal sector were reliable (Cronbach’s 

alpha=0.60). According to the value of weighted means crore (WMS) given in table 2, only 9 out 

of 14 items considered in examining the impact of covid-19 and lockdown on the informal sector 

in Nigeria had above 3.00. The average response cumulatively clustered around the mean with 

weighted mean scores (WMS) and standard deviations ranging between 1.752 - 4.48 and 0.853-

1.431 respectively. The result shows that 13 of the 16 effects of covid-19 identified in the 

Nigeria’s informal sector were statistically significant (P<0.01).  

 

Respondents in the Nigeria’s informal sector significantly asserted that they have full 

understanding of the meaning of COVID-19 (4.412±0.947; t=33.354) and lockdown order came 

as a result of covid-19 pandemic (4.462±0.796; t=40.05). The significant impacts of covid-19 

were then identified to be difficulties to cope and survive during lockdown (3.588±1.385; 

t=9.503); Nepotism and Parochialism in the distribution of relief package to citizens 

Variable Option Frequency Percent 

Age (years) Less than 28 167 33.4 

28-37 134 26.8 

38-47 119 23.8 

48 and above 80 16.0 

Sex Male 277 55.4 

Female 223 44.6 

Marital status Single 178 35.6 

Married 271 54.2 

Separated 34 6.8 

Divorced 17 3.4 

Level of education Did not go to school 6 1.2 

Primary school certificate 112 22.4 

Secondary School Certificate 152 30.4 

Post-Secondary School Certificate 230 46.0 

Line of business  Artisanal 175 35.0 

Menial work 94 18.8 

Trading 165 33.0 

Farming 66 13.2 

Working 

experience (years) 

5-10 216 43.2 

11-15 97 19.4 

16-20 72 14.4 

21-25 38 7.6 

26-30 42 8.4 

31-35 27 5.4 

36 and above 8 1.6 
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(3.696±1.305; t=11.926); mental torture and agony due to pandemic (3.656±1.180; t=12.431); 

persistent hunger and food insecurity (4.174±1.216; t=21.588); decline in private revenue 

(4.076±1.006; t=23.914); poor business outlook and economic backwardness (4.476±0.853; 

t=38.712); rising difficulties of loan repayment (3.350±1.431; t=5.469); and threat to business 

survival  (4.344±1.043; t=28.814). 

 

On the other hand, respondents disagreed significantly that during the covid-19 period and 

lockdown, families received enough palliatives to sustain them throughout the lockdown period 

(2.004±1.388; t=16.040); government supported individuals in the informal sector with funds 

(1.752±1.141; t=24.465); and COVID-19 only affected the rich and the wherewithal in the 

society (2.836±1.603; t=2.287). 

 

This finding is further buttressed by the Likert scale distribution which showed the degree of 

agreement for strongly agreed and agreed as follows: For full understanding of the meaning of 

COVID-19 (63%, 26%); lockdown order came as a result of covid-19 pandemic (56%, 37%); 

difficulties to cope and survive during lockdown (34%, 28%);   Nepotism and Parochialism in 

the distribution of relief package to citizens (32%, 37%); mental torture and agony due to 

pandemic (28%, 36%); persistent hunger and food insecurity (55%, 27%) ; decline in private 

revenue (37%, 47%); poor business outlook and economic backwardness (62%, 30%); rising 

difficulties of loan repayment (28%, 27%); and threat to business survival (61%, 25%) as well as 

the degree of disagreement for strongly disagreed and disagreed in “families received enough 

palliatives to sustain them throughout the lockdown period (56%, 18%)”; “government supported 

individuals in the informal sector with funds respectively (61%, 19%)”; and “COVID-19 only 

affected the rich and the wherewithal in the society (34%, 15%)”.  

 

Table 2: Effect of covid-19 and lockdown on the informal sector 

S/n Item SA 

5 

A 

4 

U 

3 

D 

2 

SD 

1 

W.M.S 

(S.D) 

t-test  Cronbach’s 

Alpha/ 

(Kendall's 

W) 

1 I fully understand the 

meaning of COVID-

19 

313 

(62.6) 

128 

(25.6) 

19 

(3.8) 

32 

(6.4) 

8 

(1.8) 

4.412 

(0.947) 

33.354*  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2 Lockdown order 

came as a result of 

covid-19 pandemic 

278 

(55.6) 

183 

(36.6) 

19 

(3.8) 

14 

(2.8)  

6 

(1.2) 

4.426 

(0.796) 

40.053* 

3 Palliatives given to 

my family is enough 

to sustain us 

throughout the 

lockdown period 

54 

(10.8) 

40 

(8.0) 

38 

(7.6) 

90 

(18.0) 

278 

(55.6) 

2.004 

(1.388) 

-

16.040* 

4 I usually received 

certain amount from 

the government 

during lockdown 

16 

(3.2) 

49 

(9.8) 

35 

(7.0) 

95 

(19.0) 

305 

(61.0) 

1.752 

(1.141) 

-

24.465* 

5 I found it difficult to 

cope and survive 

during lockdown 

169 

(33.8) 

142 

(28.4) 

65 

(13.0) 

62 

(12.4) 

62 

(12.4) 

3.588 

(1.385) 

9.503* 

6 Nepotism and 159 183 65 33 60 3.696 11.926* 
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Parochialism were 

involved in the 

distribution of relief 

package to citizens 

(31.8) (36.6) (13.0) (6.6) (12.0) (1.305) 0.596 

(0.296)* 

7 The mental torture 

and agony I go 

through is nothing 

compared with the 

pandemic 

138 

(27.6) 

176 

(35.6) 

91 

(18.2) 

66 

(13.21) 

29 

(5.8) 

3.656 

(1.180) 

12.431* 

8 COVID-19 only 

affects the rich and 

the wherewithal in 

the society 

110 

(22.0) 

109 

(21.8) 

38 

(7.6) 

75 

(15.0) 

168 

(33.6) 

2.836 

(1.603) 

 

-

2.287** 

9 I Believe hunger kills 

faster than COVID-

19 

277 

(55.4) 

136 

(27.2) 

24 

(4.8) 

23 

(4.6) 

40 

(8.0) 

4.174 

(1.216) 

21.588* 

10 I don’t believe in the 

existence of 

Coronavirus in 

Nigeria 

86 

(27.2) 

137 

(27.4) 

75 

(15.0) 

110 

(22.0) 

92 

(18.4) 

3.030 

(1.386) 

0.484 

11 I believe in 

Coronavirus but it is 

not yet in Nigeria 

95 

(19.0) 

131 

(26.2) 

65 

(13.0) 

99 

(19.8) 

110 

(22.0) 

3.004 

(1.451) 

0.062 

12 Revenue has declined 

drastically during the 

lockdown 

185 

(37.0) 

234 

(46.8) 

37 

(7.4) 

22 

(4.4) 

22 

(4.4) 

4.076 

(1.006) 

23.914* 

13 Business has really 

suffered due to the 

Lockdown order 

310 

(62.0) 

151 

(30.2) 

20 

(4.0) 

05 

(1.0) 

14 

(2.8) 

4.476 

(0.853) 

38.712* 

14 Recently before the 

lockdown, I secured 

a loan to finance my 

business 

102 

(20.4) 

126 

(25.2) 

72 

(14.4) 

105 

(21.0) 

95 

(19.0) 

3.070 

(1.427) 

1.097 

15 I find it impracticable 

to recoup the loan 

from the business 

because of the 

lockdown 

138 

(27.6) 

134 

(26.8) 

74 

(14.8) 

73 

(14.6) 

81 

(16.2) 

3.350 

(1.431) 

5.469* 

16 If the trend should 

continue business 

will collapse 

303 

(60.6) 

124 

(24.8) 

41 

(8.2) 

06 

(1.2) 

26 

(5.2) 

4.344 

(1.043) 

28.814* 

W>M>S> =weighted mean score  

Source: Field survey, 2020. 

 

4.3. Impact of Covid-19 on Performance of Informal Sector in Nigeria  

H0: COVID 19 cum lockdown policy does not have significant impact on performance of 

informal sector in Southwestern Nigeria. 
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ANOVA result in Table 3 reveals a significant F-value (F=2.860, P<0.05). Going by the rule of 

thumb, F-calculated>F-tabulated, thus, the null hypothesis that COVID 19 cum lockdown policy 

does not have significant impact on performance of informal sector in western Nigeria is 

rejected. Therefore, it is concluded that COVID 19 cum lockdown policy have significant impact 

on performance of informal sector in western Nigeria.  Therefore, null hypothesis is hereby 

rejected. 

 

Table 3: ANOVA Showing the impact of Covid-19 on performance of informal sector in 

Nigeria 

Variance Sum of 

Squares 

 Df Mean Square F Sig. 

Between Groups 101.890 35 2.911 2.860 .000 

Within Groups 472.342 464 1.018   

Total 574.232 499    

Source: Authors’ Computation, 2020 

 

 

4.4.  Policy implications of Pandemic and Lockdown measures 

 

Table 4 shows distribution of respondents by opinions on the policy implications of Pandemic 

and Lockdown measures in the informal sector of Nigeria. Seven items were used as instrument 

to capture measures of curtailment for Covid-19 spread gave a reliability test result of 0.976 and 

coefficient of concordance of 0.005. These values suggest that the instrument is appropriate, 

however, there is seemingly or little degree of concordance among the respondents on the means 

of curbing covid-19 spread. From Table 3, it is clear that all the items examined for policy 

content were statistically significant (P<0.05, t≥1.96).  

 

For items i-vii in Table 4, respondents strongly agreed and agreed respectively that the use of 

face mask (60%, 25%); regular washing of hands (58%; 25%); avoidance of handshaking (57%, 

26%); practice of social/physical distancing (57%; 26%); quarantining infected persons (57%; 

26%); and reporting suspected cases of infected persons (55%, 27%) were major measures to 

curtain covid-19 pandemic. The revealed options had weighted mean scores range from 4.310-

4.362 and standard deviation range of between 0.876-0.948 and thus, response values clustered 

around the mean score. This suggest that the informal sector of Nigeria have sound awareness of 

covid-19 curtailment methods.    

 

Further assessment of capacity building for informal sector survival in Nigeria during Pandemic 

period shows that items 1-13 in Table 4 strongly agreed and agreed respectively that first, basic 

services such as regular supply of electricity and water should be made constant (65%; 26%); 

secondly security agents and law enforcement officers sometimes harass and extort citizens on 

the highways (56%, 30%); followed by “total lockdown policy is inimical to the welfare of 

business owners in Nigeria (51%, 37%)”; then CBN should disburse soft loans to traders through 

their BVNs (54%, 28%). Also, respondent opined that the following policy thrust be pursues. 

Given decreasing order of importance, Government should intensify efforts via trader monies 

support to traders, artisans, market women and farmers (48%, 37%); control demand push 

inflation through price control policy during lockdown (48%, 33%); use gradual opening of 

business activities to  maintain preventive measures (42%; 37%); legislate waivers for rent and 

other statutory levies  (41%, 33%); encourage and facilitate internet and social media marketing 

as well as home delivery services (42%, 27%); encourage and effectively monitored informal 
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contributory scheme among traders and informal workers (41%, 30)%); Impose quarantine based 

on geopolitical zones (29%, 34%); impose dusk to dawn curfew with strict compliance (13%, 

46%); and ban importation and exportation of goods during this period (22%, 29%). The 

assertions were further buttressed with weighted mean score and standard deviation respectively 

ranging between 3.310-4.512 and 0.782-1.999, which shows average divergent view of 

individual respondent from the mean score. Similarly, result of one-sample t-test for items 1-13 

were statistically significant (t≥1.96, P<0.05) with a reliability coefficient (Cronbach 

alpha=0.755) and a coefficient of concordance (0.100) that shows that the instrument was 

appropriate and 10% agreement among respondent. 

 

 

Table 4: Policy implications of Pandemic and Lockdown measures 

S/n Item SA A U D SD W.M.S 

(Std. 

Dev.) 

t-test Cronbach’s 

Alpha/ 

(Kendall's 

W) 

A Measures of curtailment for Covid-19 spread   

I Use of face mask 

 

299 

(59.8) 

123 

(24.6) 

60 

(12.0) 

12 

(2.4) 

06 

(1.2) 

4.394 

(0.876) 

35.562* 0.976 

(0.005)** 

Ii Social/physical 

distancing 

284 

(56.8) 

132 

(26.4) 

62 

(12.4) 

12 

(2.4) 

10 

(2.0) 

4.336 

(0.926) 

32.274* 

iii  Avoid handshaking 

 

286 

(57.2) 

128 

(25.6) 

66 

(13.2) 

12 

(2.4) 

08 

(1.6) 

4.344 

(0.910) 

33.041* 

Iv Regular washing of 

hands 

 

291 

(58.2) 

123 

(24.6) 

68 

(13.2) 

12 

(2.4) 

06 

(1.2) 

4.362 

(0.890) 

34.210* 

V Avoiding infected 

persons 

 

282 

(56.4) 

129 

(25.8) 

65 

(13.0) 

18 

(3.2) 

08 

(1.6) 

4.322 

(0.929) 

31.802* 

Vi Quarantine infected 

persons 

 

286 

(57.2) 

131 

(26.2) 

55 

(11.0) 

18 

(3.6) 

10 

(2.0) 

4.330 

(0.948) 

31.368* 

Vii Reporting suspected 

cases of infected 

persons 

273 

(54.6) 

133 

(26.6) 

76 

(15.2) 

12 

(2.4) 

06 

(1.2) 

4.310 

(0.899) 

32.597*  

B Capacity building for informal sector survival in Nigeria during Pandemic period  

1 Total Lockdown 

policy is inimical to 

the welfare of 

business owners in 

Nigeria 

255 

(51.0) 

186 

(37.2) 

43 

(8.6) 

10 

(2.0) 

6 

(1.2) 

4.348 

(0.815) 

36.984* 0.755 

(0.100)* 

2 Government should 

impose quarantine 

based on 

geopolitical zones 

144 

(28.8) 

168 

(33.6) 

87 

(17.4) 

60 

(12.0)  

41 

(8.2) 

3.628 

(1.643) 

11.299* 

3 Informal 

Contributory 

Scheme should be 

encouraged among 

205 

(41.0) 

152 

(30.2) 

68 

(13.6) 

50 

(10.0) 

26 

(5.2) 

3.918 

(1.187) 

17.286* 
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traders and informal 

workers and 

effectively 

monitored by the 

authorities 

4 Tenement rates and 

other statutory levies 

ought to be waved 

during this 

challenging period 

206 

(41.2) 

164 

(32.8) 

59 

(11.8) 

37 

(7.4) 

34 

(6.8) 

3.942 

(1.199) 

17.568* 

5 CBN should 

disburse soft loans 

to traders through 

their BVNs 

271 

(54.2) 

141 

(28.2) 

51 

(10.2) 

27 

(5.4) 

10 

(2.0) 

4.272 

(0.984) 

28.910* 

6 Government should 

intensify efforts to 

traders, artisans, 

market women and 

farmers through 

trader monies 

241 

(48.2) 

183 

(36.6) 

37 

(7.4) 

22 

(4.4) 

17 

(3.4) 

4.218 

(0.996) 

27.339* 

7 Price Control 

Regulations should 

be enforced during 

the lockdown period 

so as to control 

demand push 

inflation 

239 

(47.8) 

167 

(33.4) 

52 

(10.4) 

25 

(5.0) 

17 

(3.4) 

4.172 

(1.030) 

25.448* 

8 Ban should be 

placed on 

importation and 

exportation of goods 

during this period. 

111 

(22.2) 

144 

(28.8) 

99 

(19.8) 

81 

(16.2) 

65 

(13.0) 

3.310 

(1.329) 

 

5.217* 

9 With the gradual and 

total opening of 

business activities, 

preventive measures 

can also be 

maintained 

212 

(42.4) 

185 

(37.0) 

59 

(11.8) 

23 

(4.6) 

21 

(4.2) 

4.088 

(1.048) 

23.213* 

10 Security agents and 

law enforcement 

officers sometimes 

harass and extort 

citizens on the 

highways 

281 

(56.2) 

151 

(30.2) 

37 

(7.4) 

10 

(2.0) 

21 

(4.2) 

4.322 

(0.996) 

29.675* 

11 Sometimes, products 

can be uploaded on 

social media and 

home delivery 

services can be 

210 

(42.0) 

135 

(27.0) 

67 

(13.4) 

48 

(9.6) 

40 

(8.0) 

3.854 

(1.281) 

14.912* 
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encouraged 

12 Instead of total 

lockdown, 

government can 

impose dusk to 

dawn curfew with 

strict compliance 

157 

(13.4) 

229 

(45.8) 

64 

(12.8) 

33 

(6.6) 

17 

(3.4) 

3.952 

(1.006) 

21.164* 

13 Basic services such 

as regular supply of 

electricity and water 

should be made 

constant 

323 

(64.6) 

129 

(25.8) 

33 

(6.6) 

11 

(2.2) 

04 

(0.8) 

4.512 

(0.782) 

43.250* 

W.M.S. =weighted mean score; agreed≤3.00≥disadgreed.  Average WMS=3.00; SA= Strongly 

agreed; A= Agreed; U=Undecided; D=disagree; SD=strongly disagreed. 

Source: Field survey, 2020. 

 

5. CONCLUSION AND RECOMMENDATIONS 

This study sought to discuss in a consistent and comprehensible framework, recent theoretical 

and empirical developments, the impact of COVID-19 and lockdown policy on the performance 

of informal sector in Southwestern Nigeria and attempt to develop capacity building for 

government and policy makers for informal sector sustainability. Following innovative pandemic 

and the consequential lockdown policy of the Federal Government, business in the informal 

sector experienced catastrophic losses and setbacks which in turn affected the nation’s economy 

adversely. 

 

The application of Cronbach alpha, Kendell’s coefficient of concordance, weighted mean score 

and analysis of variance in addressing the research problems has been quite instinctive, robust 

and very appropriate. All variables are significant at 1% level. 

This work therefore concluded that Covid-19 and the lockdown policy significantly and 

adversely affected performance of the informal sector, as folks in this sector rarely struggled for 

survival during these periods. 

 

Recommendations 

i. Total lockdown policy is seen as being inimical to the performance and the continued 

survival of informal sector of the Nigerian economy. Therefore, it is recommended that in 

the period of Pandemic, partial lockdown should be encourage, while other preventive 

measures should be observed. 

ii. Government should direct more focus and attention to the informal sector (in addition to 

the poorest of the poor) through sustainable policies and measures. Moreover, favoritism, 

nepotism and parochialism should be total erased when formulating these policies. 

iii. More palliative measures should be directed towards people in this sector and this should 

be done without fear or favour. 

iv. Contributory financial cooperative should be encouraged among participants in the 

informal sector and this should also be monitored by the government at the grassroot 

level. 
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Abstract 

Electronic application in governance in Nigeria play vial role in easing transaction of 

various economic activities between the government and the society. This study focused 

on sustainability marketing and electronic governance in Nigeria: Paradigm of good 

administration. Specifically, the study examined the effect of innovation and 

accountability as metric of sustainability marketing on electronic governance in Nigeria:  

The study adopted survey research design. Data used in this study were collected 

through primary source. The population of the study consist of 27 senior and 65  middle 

public servants in the Department of Marketing and Business Administration from two 

Federal Polytechnic across two geographical zones; Kogi state and Ekiti State in 

Nigeria. These respondents were used due to their background knowledge in Marketing. 

The study utilized convenience sampling technique to select sample of 92 respondents 

for the study. 5-point likert scale option of structured questionnaire was used in the 

study to obtain respondents response. Content validity was used to determine the 

validity of the instrument by giving to research experts who modified and made the 

necessary correction to measure the instrument. Simple linear regression analysiswas 

used to test the hypotheses. Two hypotheses were tested in line with the objectives of 

the study and it was revealed that there was significant relationship between Innovation, 

accountability as metric of marketing ethics and electronic governance in Nigeria. The 

study suggested some recommendations as follows: Government agencies in Nigeria 

should imbibe sustainability marketing in order to encourage innovation that radiate 

good governance. Sustainability marketing should be embrace because it promotes 

accountability and good governance in Nigeria.  

 

Keywords: Sustainability marketing, Electronic governance, Innovation, 

Accountability  

 

1.  INTRODUCTION 

Every individual and organization cravesfor convenience business and economic environment to 

strive in their daily endeavour. Sustainability marketing encourages environmental friendly in 

every nation. Application of electronic governance in societal activities is one of the products of 

sustainability marketing.  Any concept that relates to marketing involves in adding value and 

creates satisfaction to the society. Marketing can be defined as business activities as well as 

collection of management techniques, gears toward providing value to the society, organizations 

 

 



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

316 
 

and customers. Marketing concept concerned philosophy of action, a way of thinking and doing 

business, and as a management process that allows individuals and organizations to get what 

they need and desire to achieve through creating, offering and exchanging products and services 

of value (Kotler &  Amstrong 2011). Marketing plays a key role to promote the development 

worldwide, increasing living standards around the word, in other words, marketing serves as a 

resource to support and propagate the sustainable thinking (Fisk 2001). 

 

Sustainability marketing is a symbolic concern of the modern world involving electronic 

governancewhich guarantee constant fret of preserving the resources for the present and for 

future generation.Electronic governance refers to the use of information communication 

technologies (ICTs) to reach the aims related to government. Utilization of electronic governance 

reduces environmental congestion, guarantee reliability, continuous relationship between the 

service provider and the clients and society at large.  Electronic Governance is crucial due to its 

components such as participation, transparency, accountability, information, service delivery, 

communication and interaction in governing processes (Pina, Torres & Acerete,2007; Sandoval-

Almazan & Gil-Garcia, 2012).  

 

Governance requires a bottom-up participation flow in the governing process since citizens 

became the main beneficiary of electronicgovernance applications. Citizens are required for 

accountability, planners, practitioners, and users of electronic governance application. Electronic 

governance primarily focused on the capacities of information and service delivery of 

governments, organizations, or institutions and their capacities to realize the citizens’ 

participation (Fan, 2011; Melitski, Carrizales, Manoharan, & Holzer, 2011; West, 2004). With 

the innovation in electronic governance, citizens become abreast of most of the daily activities of 

Nigeriagovernment.Sustainable marketing focuses on meeting the needs of today's consumer but 

moreover including the next generations of consumers and the possibility of meeting their needs.  

 

Statement of the Problem  

In developing country like Nigeria, both sustainability marketing and electronic governance  are 

not effective due several factors such as insufficient knowledge of sustainability marketing, poor 

internet services, inadequate power supply and managerial incompetent among employees. 

Jaeger and Thompson (2003) affirmed that, for electronic government to be effective within a 

nation, necessary technological infrastructure must be present and provide service to all citizens. 

With the development of information communication and technologies (ICTs), it can be said that 

gaps in usage abilities and accessibility to technologies decreased in developed countries. 

However, these issues remain a problem for many countries where electronic government 

processes are still developing. The lack of information communication and technologies(ICTs) 

skills is a major challenge to an electronic government implementation, especially in developing 

countries (Ndou, 2004). 

 

Evidence shows that electronic government activity in Nigeria is low (Benchmarking e-

government, 2002). There are some clear problems which affect the implementation of electronic 

governance in Nigeria.  Some of the Problem includes lack of inadequate infrastructure such as 

electricity supply, adult literacy rate, political challenges and others. The knowledge of 

sustainability marketing encourages electronic governance for easy assessment of government 

operation.  McKinsey (2012) affirmed that many companies are successfully integrating 

principles of sustainability into their business practices. Yet, they are uncertain about the 

quantifiable value created out of it. Today, companies are investing tremendous amount on 

saving energy, developing green products, holding their employees to achieve long-term growth 

and create business value. This problem can be solve through the findings of the study. 



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

317 
 

 

Objectives of the study 

1) To examine the effect of innovation as metric of sustainability marketing on electronic 

governance in Nigeria. 

2) To ascertain the  effecttranparency as metric of sustainability marketing  on electronic 

governance in Nigeria  

 

2.  LITERATURE REVIEW 

Conceptual Framework  

 

Meaning of sustainability Marketing 

The sustainability marketing concept may be defined as building and maintaining sustainable 

relationships with customers, the social environment and the natural environment. A common 

characteristic of sustainability marketing is the long-term orientation. The concept is long-term 

and relationship-oriented (Belz & Peattie 2012). To successfully integrate sustainability 

marketing vision in to business strategy, companies must incorporate four factors. The factors 

are: innovation, collaboration, communication and commitment. These strategies would make 

consumer believe about benefits of sustainable consumption (Obermiller, Burke & Atwood, 

2008). Marketing not only has great potential to promote sustainable propaganda but can also 

foster sustainable lifestyle that contributes to businesses bottom-line. Consumers believe in 

sustainable business practices and do expect businesses to cope with but their purchase decision 

reflects some contrasting practicality (Alexander, 2015). 

 

Kotler, (2010) posit that  the underlying philosophy of sustainable marketing, seems to be a 

business model that could meet the people’s needs, increase the efficiency of the development of 

global society, create new jobs and raise the level and quality of life for today and tomorrow. 

 

Fuller (1999) defined sustainable marketing as “the process of planning, implementing, and 

controlling the development, pricing, promotion, and distribution of products in a manner that 

satisfies the following three criteria: (1) customer needs are met, (2) organizational goals are 

attained, and (3) the process is compatible with ecosystems”. 

 

Components of Sustainability Marketing 

Sustainability marketing can be productive by the following components: 

i. Sustainable product  

 Companies that practice sustainability marketing should promote, encourage and focus on 

sustainable innovation, creativity and collaboration (Charter, Peattie, Ottman & Polonsky,2002).  

Some desirable features of sustainable products are energy efficient and non-polluting, long 

lasting and easy repairable, reusable and recyclable, minimum packaging etc. A sustainable 

product or service can be described as a product or service that is produced to satisfy a legitimate 

human need and that is not harmful to the human health nor the environment. Any material use 

for packaging sustainable products will also require the production of other goods or reused. For 

the companies, recycling can be used to save money, generate revenue and improve community 

relations (Charter, Peattie, Ottman and Polonsky 2002)).  

 

ii)  Sustainable price   

Price is a key element when it comes to sustainability marketing. In sustainability marketing 

price settings have the ability of directing the flow of consumption into socially and 

environmentally useful areas (Charter et al. 2002).  
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A company’s always strive in translating environmental improvement into a value proposition 

that customers are willing to pay for. Many people are willing to pay a higher price for greener 

products; however, companies still need to be careful to not exclude market interest through 

premium pricing (Charter et al. 2002). When it comes to pricing strategies, companies must 

ensure that their products/services also perform just as well or even better than less sustainable 

alternatives on performance, quality and functionality. It is only then that improved sustainability 

performance can act as a key differentiator (Ibid).  

Charter et al. (2002) discusses some examples on how pricing decisions can demonstrate a 

commitment to sustainability.  

(a) Giving. A proportion of the price can openly be linked to environmental or social causes.  

(b) Partnership prices. Prices can express market power. In some markets the power of 

customers to  drive down prices can drive suppliers out of business or towards 

unsustainable practices. 

(c) Demarketing. Prices can be raised to reduce the consumption of environmentally 

sensitive  products.  

 

iii) Sustainable distribution  

A company’s physical distribution, wholesaling and retailing of products and services can have 

both direct and indirect environmental impacts. Place, which is one element of the traditional 

marketing mix, refers to where consumers purchase their goods and also the movement of goods 

within the firm. For a more pronounced sustainability approach, when it comes to decisions 

regarding place, companies could ask themselves whether the physical distribution process can 

be greened (Charter et al. 2002). Where the company is located and how close the facilities are 

sited to suppliers, wholesalers and retailers, are factors to consider. Do the companies 

transportation planners consider opportunities to encourage efficient route planning to reduce 

energy use and by that air pollution? Another aspect that companies could consider is if they 

encourage the development of a recycling infrastructure. For example, if the company is using 

reuse systems like returnable containers.  

 

iv) Sustainable communication  

The strategies and claims made by companies must be based on sound research and information. 

It is important that information is communicated consistently to customers and other 

stakeholders, and companies should be careful of any claims or communication that could be 

viewed as too extravagant (Charter et al. 2002). Negative publicity easily emerges if a 

company’s claims turn out to be false and unsubstantiated. Also, the customers’ perceptions can 

easily be damaged if the claims are over-ambitious, vague or do not have synergy with the 

product and company. It is important that claims are checked with customers, scientists and other 

stakeholders in the ‘civil society.  

 

All communication from the company must be appropriate, consistent and coordinated. When 

developing campaigns, many different approaches can be taken using a range of promotional 

media that will be presented below (Charter et al. 2002).  

•  Media advertising. Check what media, newspaper, television etc. that covers the company’s 

target markets.  

•  Public relations. Public relations agencies want to promote a company’s sustainability 

initiatives, because it is communicating a company’s character. The task of PR should be to 

ensure that the business sustainability is representative of the company and that the image 

matches reality.  

•  Sponsorship. Sponsorship is a flexible approach which can provide direct environmental 

benefits to the company, as well as to the environmental or social group that is being 
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supported. Customers also find it positive to know that their purchase is put to good use. This 

approach can come in forms as: providing money or land to conservation projects; providing 

staff, equipment or training to environmental, conservation or human rights organizations; 

connect purchases to donations.  

•  Personal selling. In marketing, personal selling is an important approach for many types of 

products and services, especially in “business to business” markets. The  

• Salespeople need to be well educated in the issues, so they can communicate the benefits of 

the sustainable products and services in a way that is meaningful for each customer or 

organization.  

 

Meaning of Electronic Governance  

Electronic governance is the public sector’s use of information and communication technologies 

with the aim of improving information and service delivery, encouraging citizen participation in 

the decision-making process and making government more accountable, transparent and 

effective. Electronic government refers to the use by government agencies of information 

technologies that have the ability to transform relations with citizens, businesses, and other arms 

of government. These technologies can serve a variety of different ends: better delivery of 

government services to citizens, improved interactions with business and industry, 

citizenempowerment through access to information, or more efficient government management. 

The resulting benefits can be less corruption, increased transparency, greater convenience, 

revenue growth, and/or cost reductions” (World Bank, 2004). The e-Governance has become an 

accepted methodology involving the use of Information Technology in improving transparency, 

providing information speedily to all citizens, improving administration efficiency, improving 

public services such as transportation, power, health, water, security and municipal services. 

Governance has always been dependent upon technology, in the broadest sense of knowledge, 

  

West (2001) define electronic Government as using the internet and the world-wide-web for 

delivering government information and services to citizens, business and other government 

agencies. Electronic governance entails the digitized coding, processing, storage and distribution 

of data relating to three key aspects of governing societies: the representation and regulation of 

social actors; the delivery of public services; and the generation and circulation of official 

information (Coleman, 2008). Deloitte Consulting, Deloitte & Touche. (2000)describe the e-

government as the use of information and communication technologies (ICTs), particularly the 

Internet, as a tool for delivering better government services to the citizens, businesses, and 

employees. 

 

Electronic governance is the public sector’s use of information and communication technologies 

with the aim of improving information and service delivery, encouraging citizen participation in 

the decision-making process and making government more accountable, transparent and 

effective. E-governance involves new styles of leadership, new ways of debating and deciding 

policy and investment, new ways of accessing education, new ways of listening to citizens and 

new ways of organizing and delivering information and services.World Bank (2001) define 

electronic governance as the utilising of information and communication technologies (ICT) for 

developing and improving the relationship between government, citizens, businesses and other 

government entities. 

 

Conceptualize Model of Sustainability Marketing and Electronic Governance 

Conceptualize model of sustainability marketing and electronic governance is a model that 

illustrates the participation citizens in governance. Sustainability marketing is a concept that 

encourages environment friendly product and service. Electronic governance is an online activity 
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that contributes to the enhancement of economic activity through innovation and prone to 

transparency of government activities to the society which in turn motivate good administration 

in the country.  

 

 

 

 

 

 

 

 

 

 

 

 

 

FIG. 1: Conceptualize Model of Sustainability Marketing and Electronic Governance 

 

3.  METHODOLOGY 

The study adopted survey research design. Data were collected through primary source. The 

population of the study consist of 27 senior and 65  middle public servant in  the Department of 

marketing and business administration from two Federal Polytechnic across two geographical 

zones; Kogi state and Ekiti State in Nigeria. These respondents were used due to their 

background knowledge in Marketing. The study utilized convenience sampling technique to 

select sample of 92 respondents for the study. 5-point likert scale option of structured 

questionnaire was used in the study to obtain respondents response. Content validity was used to 

determine the validity of the instrument by giving to research experts who modified and made 

the necessary correction to measure the instrument. Likert scale was adopted because it measures 

the intensity or degree of agreement by the respondent to a statement that describes a situation, 

phenomenon, item or a treatment (Asika, 2002). The value of the test of reliability was 0.94 

which was conducted using test-retest reliability method which indicated that there is internal 

consistency of the instrument. Simple linear Regression Analyseswas used to test the hypotheses 

through Statistical Package for Social Sciences (SPSS) version 23. 

 

4.  RESULT AND DISCUSSION 

Ninety-two (92) questionnaires were administered, all were retrieved and used for the study. 

Findings show the distribution of respondents on the bases of sex, age and qualification. The 

analyses of distribution of sex shows that 48 were male representing 52.2% and 44 were female 

representing 47.8%. The analyses of distribution of age of respondents shows that, out of 92, 

respondents,  34 falls between 20 – 29 years, 51 falls between 30- 39  and 7 falls within 40 years 

and  above. Analyses of distribution of educational qualifications of respondents show that 65 

obtain HND/B.Sc and 27 are holder of MBA/M.Sc. 

 

Hypothesis One 

 HI: Innovation as metric of sustainability marketing has significant effect on   electronic 

governance in Nigeria. 

 HO: Innovation as metric of sustainability marketing has no significant effect on electronic 

governance in Nigeria. 

 

 
 
SUSTAINABILITY 

MARKETING 

INNOVATION 

TRANSPARENCY 

 

GOOD 

ADMINISTRATION ELECTRONIC 
GOVERNANCE 
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Table 1  

Regression Model Summary for H1 

Model R R Square Adjusted R Square Std. Error of the Estimate 

H1 .610a .372 .365 .59403 

 a. Predictors: (Constant), Innovation  (sustainability marketing) 

b. Dependent Variable” Electronic governance in Nigeria 

Source: SPSS Version 23    

 

Table 2  

ANOVA for H1 

Model Sum of Square Df Mean Square 

 

F 

 

Sig. 

H1 Regression 18.795 1 18.795 53.263 .000b 

Residual 31.759 90 .353   

Total 50.554 91    

a. Dependent Variable:: Electronic governance in Nigeria 

b. Predictors: (Constant): Innovation  (sustainability marketing)  

Source: SPSS Version 23 

Decision Rule 

According to Table 2, the overall result for the regression model was significant (p = 0.000< 

0.05), thus results indicate support for the first hypothesis. We reject null hypothesis and accept 

the alternative hypothesis which state that innovation as metric of sustainability marketing has 

significant effect on electronic governance in Nigeria. The result considered that innovation can 

be used to predict electronic governance in Nigeria; it means that if Innovation is increasing the 

Nation building may also improve. Depending on the R Square value of (0.372), innovation 

could explain 4.6% variation in electronic governance in Nigeria. The analysis of variance 

(ANOVA) calculated F test was 53.263 and an associated significance p value of 0.000( p 

value < 0.05) was significant. The implication was that the simple linear regression was good fit 

for the data. 

Hypothesis Two 

HI: Transparency as metric of sustainability marketing has significant effect on   electronic 

governance in Nigeria  

HO:Transparency as metric of sustainability marketing has no significant effect on    electronic 

governance in Nigeria  

 

Table 3 

Regression Model Summary for H2 

odel 

 

R 

 

R Square 

 

Adjusted R Square 

 Std. Error of the Estimate 

H2 .909a .826 .824 .33867 

 a. Predictors: (Constant) :Transparency (sustainability marketing) 

b. Dependent Variable: Electronic governance in Nigeria 

Source: SPSS Version 23           
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Table 4  

ANOVA for H2 

 

Model Sum of Square df Mean Square F Sig. 

H2 Regression 48.840 1 48.840 425.810 .000b 

Residual 10.323 90 .115   

Total 59.163 91    

 a. Dependent Variable: Electronic governance in Nigeria 

b. Predictors: (Constant), Transparency (sustainability marketing) 

Source: SPSS Version 23 

 

Decision Rule 

According to Table 3, the overall result for the regression model was significant (p = 0. .000< 

0.05), thus results indicate support for the second hypothesis. We reject null hypothesis and 

accept the alternative hypothesis which state that transparency as metric of sustainability 

marketing has significant effect on electronic governance in Nigeria. The result considered that 

transparency can be used to predict effectiveness of electronic governance in Nigeria; it means 

that if transparency is increasing the electronic governance in Nigeria may also improve. 

Depending on the R Square value of (0.826), transparency could explain 8.2% variation in 

electronic governance in Nigeria.  The analysis of variance (ANOVA) calculated F test was 

425.810 and an associatesignificance p value of 0.000( p value < 0.05) was significant. The 

implication was that the simple linear regression was good fit for the data. 

 

Discussion of Findings 

From the result of hypothesis one, it was revealed that null hypothesis was rejected since the p-

value was 0.000 which is greater than α = 0.005 level of significant (p= 0.000 < 0.05), Therefore, 

innovation as metric of sustainability marketing has significant effect on electronic governance 

in Nigeria. The findings agreed with Rubin, and Wang (2004) affirm that using of electronic 

government systems will improve the performance of government agencies and that it will 

deliver the public service effectively and efficiently for all customers. With the innovation in 

electronic governance, citizens become abreast of most of the daily activities of government in a 

nation, Sustainable marketing focuses on meeting the needs of today's consumer but moreover 

including the next generations of consumers and the possibility of meeting their needs. 

 

From the result of hypothesis two, it was revealed that null hypothesis was accepted since the p-

value was 0.000 which is greater than α = 0.005 level of significant (p= 0.000< 0.05), Therefore, 

transparency as metric of sustainability marketing has significant effect on   electronic 

governance in Nigeria. The findings agreed with World Bank, (2003). affirm that E-governance 

is the public sector’s use of information and communication technologies with the aim of 

improving information and service delivery, encouraging citizen participation in the decision-

making process and making government more accountable, transparent and effective. E-

governance involves new styles of leadership, new ways of debating and deciding policy and 

investment, new ways of accessing education, new ways of listening to citizens and new ways of 

organizing and delivering information and services. OECD, (2003) posit that e-governance 

implementation helps in building trust between governments and citizens, an essential factor in 
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good governance by using internet-based strategies to involve citizens in the policy process, 

illustrating government transparency. 

 

5.  CONCLUSION AND RECOMMENDATIONS 

From the findings of this study, it was discovered that innovation andtransparency as metric of 

sustainability marketing has significant effect on electronic governance in Nigeria. Sustainability 

marketing focuses on increasing customer value, social value and ecological value. It also 

involves planning, organizing, operating, controlling of resources, and marketing campaigns that 

meet consumer needs and demands. This marketing concept assist electronic governance to meet 

the needs of citizen and also create forum for participating, innovating  and contributing positive 

government activities which in turn encourage transparency as a metricof sustainability 

marketing and good administration. 

 

Recommendations 

The study attracts the following recommendations: 

i) Government agencies in Nigeria should imbibe sustainability marketing in order to 

encourage innovation that radiate good governance.  

ii) Sustainability marketing should be embrace because it promotes transparency and good 

governance in Nigeria.  

iii) Since sustainability marketing is environmental friendly, electronic governance should be 

adopt in Nigeria government, 

iv) Government should empower man skill power for proper implementation of electronic 

governance.  

v) Government should spend more on assessable and effective communication network to 

enhance electronic governance.   

vi) The power company should improve their service quality on power supply for both 

individual and government agencies in order to boost electronic governance.  
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Abstract 

The study examined the effect of managerial skills on the performance of small scale 

enterprises in Oyo State, Nigeria. The study adopted primary data. Structured 

questionnaire was used to collect data from 410 respondents out of 5,913 registered 

small scale enterprises in Oyo State using random sampling method. Multiple 

regression analysis was used to analyze the data collected in order to examine the effect 

of independent variable, managerial skills (planning, organizing and controlling skills), 

on dependent variable, small scale enterprises’ performance (job creation). The result 

showed that managerial skills jointly had 70.1 percent significant effect on small scale 

enterprises’ performance. The result also revealed that planning (0.975), organising 

(0782) and controlling (0.558) skills individually had significant effect on small scale 

enterprises’ performance. The study therefore concluded that the development of 

managerial skills influences the performance of small scale enterprises in Oyo State, 

Nigeria.  

 

Keywords: small scale enterprises, performance, skills, managerial skills 

 

1.  INTRODUCTION 

Small scale enterprises are universally recognized as the pillar required to uphold the socio-

economic structure of any nation as their roles in the creation of wealth and employment, 

reduction of poverty and socio-economic development as well as technological advancement of a 

country cannot be overemphasized (Odah, 2005). Small scale enterprises as observed by Kuratko 

(2005) are sources of economic growth and development for every nation, because as they grow, 

the economy of the nation grows. More importantly, in this industrial era where the development 

index of nations is measured basically on their attainment in terms of provision of welfare to 

their populace, small scale enterprises play a key role as job providers in a way that ensures 

equitable distribution of income (Olowu & Aliyu, 2015). 

 

In an attempt to enjoy the benefits provided by small scale enterprises, Osamwonyi & Tafamel 

(2010) revealed that successful governments in Nigeria created and implemented different 

strategic actions so as to put in place an enabling business environment for their establishment 

and sustainable growth. The authors further claimed that before 1970 to 1975 National 

Development Plan, the Nigerian development plans and their strategies were directed towards 

supporting less successful businesses. Nwankwo, Ewuim & Asoya (2012) also revealed that by 

1970s, the policy makers’ attitude to small scale enterprises started to improve and in the 

development plans that followed, they specified on the importance of the small scale enterprises 

to the over-all economy. Since this time, Mambula (2002) revealed that policy makers had been 

giving an increasing policy attention probably because of the growing disappointment with the 

results from small scale enterprises in the provision of jobs and economic development.  
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The first move, as revealed by Arogundade (2011) started with the establishment of thirteen 

industrial centers (IDCs) during the 1970-1975 National Development Plan with the aim of 

providing extension services to small scale enterprises.  The author claimed that this was 

followed by the establishment of financial institutions such as Nigeria Industrial Bank (NIDB), 

Nigeria Bank for Commerce and Industry (NBCI), Nigeria Agricultural and Cooperative Bank 

(NACB), People’s Bank, Community Banks and Bank of Industry among others were 

established to provide credits for small scale enterprises (Nelson & Johnson, 1997; Olowu & 

Aliyu, 2015). Some other very important programmes targeted at supporting small scale 

enterprises for sustainable growth and better performance as established by Ehinomen & 

Adeleke (2012) included but not limited to the World Bank Assisted SMEs Scheme, National 

Economic Reconstruction Fund (NERFUND), The Export Stimulation Loan Scheme (ESL), The 

Rediscounting and Refinancing Facility (RRF), The National Directorate of Employment (NDE), 

Fadama Programmes, Poverty Alleviation Programme (PAP), National Poverty Eradication 

Programme (NAPEP), YouWin and MarketMoni among others (Olugbenga, 2012; Alabi, 2019). 

 

Against the expectations of all government agencies responsible for the creation and 

implementation of the aforementioned programmes, the growth and sustainable performance of 

small scale enterprises remain at low ebb. To corroborate the foregoing, Chuta (2012) 

established that small scale enterprises in Nigerian business environment are like fishes taken out 

of water, because of its hostility to their growth. In another finding, Olowu & Aliyu (2015) 

affirmed that managerial skills are major predictors of SMEs’ performance in sales growth and 

further revealed that poor management skill is responsible for the failure of small scale 

enterprises. Managerial skills are those management functions which include planning, 

organising and controlling among others required to manage an enterprise successfully and 

profitably. On the other hand, Wu (2009) observed that small business performance is evaluating 

how well enterprises are managed and the value they deliver for customers and the society at 

large. Given the above controversy and inconsistency in establishing the factor responsible for 

small scale enterprises’ poor performance, this study examined the effect of managerial skills on 

the performance of small scale enterprises in Oyo State, Nigeria.  

 

2.  LITERATURE REVIEW 

Managerial Skills 

 

Managerial skills can be considered as the ability to make business decisions and provide 

leadership to subordinates within an organization for the purpose of achieving the set goals. 

Studies such as Ruhiu, Ngugi & Waititu (2014), Detienne & Chandler (2007) and Hirsrich 

(1989) have shown that years of formal education, workshop, seminar and experiences of the 

small scale business owner are antecedents to the decisions to start and sustainably manage a 

business. Management as opined by Rue & Byars (2004) is a form of managerial work that 

involves coordinating the resources of the organisation which include but not limited to labour, 

capital and land toward the accomplishment of the organizational goals. 

 

The ability to do something well, usually gained through education, training or experience is 

known as skill. Wickham cited in Chatterjee & Das (2016) opined that skills are basically the 

knowledge of a person that is directed by his own actions, that is, an ability to perform in a 

constructive way. Soetjipto (2002) described skill as human competence to perform a particular 

task both physically and mentally. This was corroborated by Chatterjee & Das (2016) and 

Alhempi & Harianto (2013) who observed skill as a capability or competence to operate a job 

easily and meticulously which requires basic job understanding. 
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Managerial skills as opined by Rue & Byars (2004) and Ruhiu, et al. (2014) refer to the function 

of planning which means deciding the objectives to pursue during a future period of time and 

what to be done to achieve those stated objectives. The function of management also includes 

organizing which connotes grouping of activities, assigning them and providing the necessary 

authority to carry out the said activities. Another form of managerial function is staffing which 

refers to determining human resource needs and recruiting, selecting, training and developing 

human resources. Leading as another managerial function means directing and channeling 

human behaviour toward the accomplishment of objectives while controlling as a form of 

managerial function, is measuring actual performance against the set objectives, determining the 

cause of deviation, if any and taking corrective action where necessary.  

 

Small scale enterprises in Nigeria are businesses that are capable of employing 10 to 49 

employees and have an asset of an amount equal to between N5 million and N49.9 million with 

the exception of land and building (Yahaya, Geidam & Usman,2016). Furthermore, the National 

MSMEs Survey (2015) reveals that most of them are sole proprietorships and a significant 

number of them are incorporated businesses. 

 

Small Business Performance 

 

Although much research had been conducted on the issues of performance measurement, the 

definition of performance measurement is still being debated (Wu, 2009). Measuring small scale 

enterprises’ performance as observed by the above author, is a complex and challenging work. 

The challenges are usually different from those of large organizations because most existing 

performance measurement systems were designed for large organizations as few tools are 

available for small scale enterprises. However, small business performance is measured based on 

the specific output, profits made, market share covered, employment created and time period 

covered. Based on the above submission, this study adopted employment creation as developed 

and validated by Wu (2009) as its performance measurement indicator.    

 

Empirical Studies on the Effect of Managerial Skills on the Performance of Small Scale 

Enterprises in Oyo State, Nigeria 

 

There have been various researchers and scholars who had carried out studies on the effect of 

managerial skills on the performance of small scale enterprises over the years. It is in this spirit 

that an attempt was made to review the past research studies in order to establish an empirical 

foundation for this study. In a study carried out by Sambo, Gichira & Yusuf (2015) on the Effect 

of Entrepreneurial Skills Management and Funding on Small and Medium Enterprises’ 

Performance at the Local Government Level in Northern Nigeria. The finding of the study 

revealed that entrepreneurial skills management has significant influence on the performance of 

SMEs at the Local Government level in Northern Nigeria. Considering another study conducted 

by Olowu & Aliyu (2015) on the Impact of Managerial Skills on Small Scale Businesses 

Performance and Growth in Nigeria. The study made use of descriptive survey and the data were 

collected using structured questionnaire. The result of the study showed that managerial skills 

(establishing goals, allocating resources, managing conflict, communication, organizing and 

control) are major predictors of SMEs’ performance in sales growth and profit in Bauchi State, 

Nigeria.  

 

In another study carried out by Ruhiu, Ngugi & Waititu (2014) on the Effect of Managerial 

Skills on the Growth of Incubated Micro and Small Enterprises in Kenya. The study used a 
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descriptive research design which yielded both qualitative and quantitative data. The finding of 

the study claimed that many SMEs owners or managers attribute their business growth to 

improved managerial training and experience during incubation in Kenya. Sidek & Mohamad 

(2014) carried out a study on Managerial Competencies and Small Business Growth: Empirical 

Evidence from Microfinance Participants. The study found that managerial competencies among 

the small business managers play a crucial role in small business growth. 

  

Theoretical Framework 

Contingency Theory 

The theoretical basis for this study is contingency theory which is based on the fact that 

managerial skills were measured on establishing goals, allocation of resources, measuring 

performance, taking action and control. The contingency theory is premised on the fact that there 

is no one or single best way or approach to manage business organizations. The theory holds the 

belief that when a manager makes a decision, he must take into account all aspects of the current 

situation and act on those aspects that are germane to the situation. In this regard, the 

contingency theory to management helps the manager to develop managerial skills based on the 

situation and condition they are experiencing.  

 

Research Hypothesis 

H0: There is no significant effect of managerial skills on the performance of small scale 

enterprises in Oyo State. 

 

3.  METHODOLOGY  

Research Design 

The study area was Oyo State, Nigeria. The study was carried out in 5 local governments of 

Ibadan urban areas out of 33 local government areas in the state. The choice of this place was 

premised on the fact that Ibadan is the commercial nerve centre of Oyo State and as a result, 

majority of small scale enterprises are sited in Ibadan and are easily accessible. The population 

of the study comprised of all the small scale enterprises in retail sales whose names appeared on 

their association’s register within the State. The structured questionnaire served as operational 

research instrument to collect random sampling primary data from 437 out of 5, 913 registered 

small scale enterprises in Oyo State. The questionnaire was designed using a Likert scale of five 

points: strongly agree, agree, undecided, disagree and strongly disagree. However, Four hundred 

and thirty-seven (437) copies of questionnaire were administered to respondents, out of which 

four hundred and thirteen (413) were retrieved, representing 94.5% retrieval rate. Out of the 413 

returned, 3 copies were not properly filled and as a result, they were not included in the analysis. 

Therefore, a total of 410 responses were available for analysis. The instrument used in this study 

was submitted to a panel of experts for validation. The reliability of the instrument was further 

tested by the use of test-retest method which involved administrating the same instrument twice 

to fifty (50) small business owners in Ibadan metropolis within two weeks interval. Comments 

obtained from the pilot test-retest were also considered accordingly. The study reported 

Cronbach reliability alpha of performance (.75) and managerial skills (.73) in order to determine 

their reliability and soundness, therefore meeting acceptance standards for the study. Multiple 

regression analysis was used with the aid of Statistical Package for Social Sciences (SPSS) for 

data analysis. 

 

Moreover, the mean of the scores on each item was developed and validated by Sambo, Gichira 

& Yusuf (2015) and Alabi (2019) for interpretation of the respondents’ level of agreement or 

disagreement. A mean score that is approximately between (i) 0.0 – 0.9 was regarded as very 
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low, (ii) 1.0 – 1.9 was regarded as low, (iii) 2.0 – 2.9 was regarded as moderate, (iv) 3.0 – 3.9 

was regarded as high and (v) 4.0 – 5.0 was regarded as very high. 

 

Model Specification 

Mathematically, this model was developed for this study and expressed as follows: 

Yi =𝛽0i + 𝛽1iX1i + 𝛽2i X2i + 𝛽3i X3i +휀 

Where: 

Yi = (dependent variable) small scale enterprises’ performance (employment creation) 

X1i = (independent variable) planning skills 

X2i = (independent variable) organizing skills 

X3i = (independent variable) controlling skills 

            𝛽0i = Intercept, 휀 = Error Terms. 

 

4.  RESULTS AND DISCUSSION 

Socio-Economic Characteristics of the Respondents 

The descriptive analysis of respondents’ profile indicated that 68.2 percent were male while 31.8 

percent were female. The result of the finding therefore revealed that larger numbers of the 

respondents were male. This implies that more of the men were involved in economic activities. 

This distribution may be due to the fact that culturally, more male are involved in economic 

activities than female in most of the third world countries. The result of the finding revealed that 

76.2 percent of the respondents were between 36-45 years, 23.8 percent of the respondents were 

between 46-55 years while no respondent was between 26-35 and 16-25 years respectively. This 

implies that most of the small business owners are still very young, energetic and active. It 

further means that they can still meaningfully contribute to economic growth of the subsector 

considered in Oyo State.Marital status of the respondents revealed that 71.6 percent were 

married, 12.5 percent were separated, and 12.1 percent were divorced while 3.8 percent were 

single. The result of the study therefore revealed that most of the respondents were married 

which implies that more responsible men and women are into small scale business activities. 

Again, educational qualification of the respondents showed that 51.0 percent had primary school 

leaving certificate or SSCE or equivalent, 45.3 percent had teachers grade II, ND, NCE or 

equivalent, 3. 7 percent had first degree, HND or equivalent while no respondent had masters 

and other higher degrees. The result of the finding therefore revealed that most of the 

respondents had a minimum of school leaving certificate, SSCE or equivalent in Oyo State. This 

implies that majority of small business owners in Oyo State had low level of education. 

 

Concerning the importance of years of the experience of respondents with the selected small 

business owners, it was revealed that 63.3 percent of the respondents had spent between 11-15 

years in their small scale businesses, 36.7 percent of the respondents started their small scale 

enterprises between 16-20 years ago while no respondent had spent below 11 years in their small 

scale businesses. The result of the study revealed that majority of the respondents had spent 

between 11-15 years in their small scale businesses. This implies that the respondents had 

attained some business experience having spent a reasonable number of years in business which 

really helped the researcher to obtain grounded information for the study.It was revealed from 

table 1, that the level of the managerial skills influenced the performance of small scale business 

owners in Oyo State to a moderate extent with grand mean of 2.492 and standard deviation of 

1.553. Majority of the respondents agreed that managerial skills such as planning skills 

moderately influenced the performance of their businesses while organizing skills and 

controlling skills also have moderate influence on the performance of their businesses. The result 

could indicate that most of the small scale business owners in Oyo State relied on rule of thumbs 
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to manage their businesses meaning that their managerial skills practice is low but they all 

agreed that the use of managerial skills has significant influence on the performance of their 

respective businesses. This result is in line with the finding of a study carried out by Sambo, et 

al., (2015) which confirmed that management skills have significant influence on the 

performances of small and medium scale enterprises at the Local Government level in northern 

Nigeria. 

 

Table 1:Level of Managerial Skills 

                                            Descriptive Statistics 

Variable Questionnaire Item N Mean SD Rank 

Examine the effect of 

managerial skills on the 

performance of small 

scale enterprises in Oyo 

State 

Planning Skills 410 2.9151 1.8215 1st 

   Organizing Skills 410 2.7162 1.5540 2nd 

  Controlling Skills 410 1.8435 1.2833 3rd 

Grand Mean  2.492 1.553  

 Source: Field Survey, 2020 

  

Table 2 revealed that managerial skills (planning, organizing and controlling skills) were 

significantly related with the performance of small scale enterprises in Oyo State. It was revealed 

that managerial skills (r = 0.837**) were positive and significantly related with small scale 

enterprises’ performance. The relationship was positive and significant, meaning that managerial 

skills have strong effect on the performance of small scale enterprises. This means that the 

adoption of managerial skills among small scale business owners have higher influence on the 

performance of their enterprises. Therefore, the null hypothesis which states that managerial 

skills have no significant effect on the performance of small scale enterprises in Oyo State is 

hereby rejected while the alternative hypothesis is accepted. 

  

Table 2: Results of the Multiple Regression Showing the Effect of Managerial Skills on the 

Performance of Small Scale Enterprises in Oyo State by Disaggregation 

 

 

 

 

 

 

 

 

 

 

S= Sig S= Significant,  **= Significant at 1% level 

 Source: Field Survey, 2020 

 

From table 2, it was observed that the identified managerial skills as a construct, jointly 

accounted for a total of 70.1% (R2 = 0.701) of the employment creation by small scale 

enterprises within the period of the study. The model was confirmed with an F-value of 57.271 

which was significant at 1% level meaning that the model had the ability of capturing the 

contribution. This implies that managerial skills jointly influenced small scale enterprises’ ability 

to create jobs at 1% level. The result also showed that all managerial skills were significant 

independent predictors of small scale businesses’ performance. Furthermore, the result indicated 

Model R R2        Adjusted R2 Std error of 

the estimate 

F-value  

1 0.837 0.701 0.697 3.635 57.271 

Explanatory variables Β Std error t-value p-value Remarks 

Constant 

Planning Skills 

Organizing Skills 

Controlling Skills 

18.276      1.241         14.722           0.000 

0.975        0.623          3.267**        0.000               S 

0.782        0.568          1.824**        0.000               S  

0.558        0.394          1.269**          0.000               S           
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that planning skills (0.975) have more influence on the performance of small scale enterprises in 

Oyo State while organizing skills (0.782) and controlling skills (0.558) have moderate but 

positive influence on the performance of small scale enterprises. The influence of each of the 

managerial skills parameters was positive, meaning that with any unit of increase in any of these 

parameters, small scale enterprises seem to experience, no matter how little, a higher 

performance. 

 

The result corroborated the study of Ruhiu, et al. (2014) who found that many small and medium 

business owners or managers attribute their business growth to managerial training and 

experience gained during incubation. This implies that management skills development was 

important for business survival as it enabled the small scale owners carry out planning, 

organizing, motivating and controlling to see if the businesses were on course. The results of the 

study also agreed with the study carried out by Olowu & Aliyu (2015) which found that 

managerial skills in respect of establishing goals, allocating resources, managing conflict, 

communication, measuring performance, taking actions and self-control are major predictors of 

small and medium scale enterprises’ performance in sales growth and profit in the study area. 

The implication of this finding is that the more efficient the use of managerial skills by small 

scale business owners, the better their performance and that by putting managerial skills into use, 

small scale business owners will improve on the profitability of their enterprises and create more 

employment. 

 

5.  CONCLUSION AND RECOMMENDATIONS 

In line with the findings of this study, it can be concluded that the contribution of small scale 

enterprises in promoting socio-economic growth has formed a major part of many developing 

countries’ agenda in their policies to create employment and wealth. However, the capability of 

these small business owners to effectively contribute depends on their performance which in turn 

is hindered by several factors such as managerial skills among others. While it was found that 

managerial skills have a positive influence on the performance of small scale enterprises in Oyo 

State, Nigeria, it must be noted that it is not only the development of managerial skills that 

influences the performance of small scale enterprises. The study therefore, recommended that 

small business owners should be encouraged by governments, non-governmental organizations 

and other stakeholders to regularly undertake course training on business management skills 

development so as to enhance their managerial capability and the development of small scale 

enterprises. 
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Abstract   

Achievement of objective in some critical areas of organisational activities may prove 

difficult without the use of teams. In view of this realisation, the study is based on 

finding out the relationship between teamwork and performance of the following 

companies in Lagos Nigeria: Classical Beverages Limited; GlaxoSmithkline Nigeria 

Plc; Guinness Nigeria Plc and May & Baker Nigeria Plc.The objective of the study is to 

investigate whether there is relationship between teamwork factors and organisational 

performance in the sampled organisations. One thousand one hundred and thirty-six 

(1136) employees of the four companies represented the study population. Yamane 

(1967) formula was used to determine the sample size. Two hundred and fifty (250) 

questionnaires were distributed while 195 were collected back, which gives a response 

rate of 78%.  Analysis of data was based on the use of descriptive statistic. The 

hypotheses were tested with Pearson correlation. The study found positive relationship 

between team participation and organisational performance (r = 0.630; p<0.01); 

between team trust and organisational performance (r = 0.351; p<0.01); between team 

cohesion and organisational performance (r = 0.561; p<0.01). The study concludes that 

team participation made the team members to effectively take part in the activities they 

carry out; trust elements enabled team members to understand and assist themselves 

when necessary; team cohesion enables team members to focus on the achievement of 

their team goal; teamwork is an appropriate initiative to adopt by management in order 

to enhance organisational performance. 

 

Keywords:  organisational performance, team cohesion, team participation, team trust, 

teamwork.  

 

1.  INTRODUCTION 

Organisational performance is related to the concepts of efficiency and effectiveness which can 

be explained as the process of creating quality products with the right quantity and quality of 

input in organisations (Muo, Abosede & Anifowose, 2019). Measurement of performance is 

imperative, as this will indicate whether the organization is achieving its objectives or not. 
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Karanja, Muraguri and Kinyua (2018) defined organisational performance as the result achieved 

when actual performance is measured against planned performance in companies, in relation to 

the input used to create output.  

 

Katzenbach and Smith (2003) explained that a team is motivated with cohesive impetus to 

achieve its target; therefore team members should be committed toward the achievement of their 

goals, while Karanja, Muraguri and Kinyua (2018); Akinola andAyodele (2019) are of the view 

that teamwork should be based on  the effort of a team to accomplish a task efficiently. On the 

other handFawzy, Abuzid and Abbas (2017); Akinola andAyodele (2019) noted that teamwork 

has become important initiative adopted in organisations, therefore team characteristics such as 

participation, trust and cohesion afford teams the ability to achieve objectives faster than 

individual employees. Organisational performance tend to be achieved faster when management 

motivates employees to direct their efforts towards the achievement of objectives either through 

conventional group or teamwork (Akintunde  & Anifowose, 2018).  

 

Problems relating to teamwork in organisations include: some employees are members of two or 

more teams in their organisations, this result into reduced efficiency on their part. In some of 

organisations, employees are members of many teams, moving from one team to the other, and 

creating distrust, because they are not seen as a permanent members in those teams; some 

employees being nominated by management to join a team, of which they lack requisite skills, 

thereby unable to contribute to the team’s activities; team members not being rewarded for 

outstanding achievement. The study will suggest solutions to these identified problems.  

 

The research will answer the following questions: (i) how is team participation related to 

organisational performance?  (ii) what is the relationship between team trust and performance in 

organisation? (iii) how is team cohesion related to organisational performance?. The objective of 

the study is to: (a) investigate the relationship between team participation and organisational 

performance (b) examine the relationship between team trust and organisational performance. (c) 

find out the relationship between team cohesion and organisational performance. Three 

hypotheses were postulated for testing in the study: (a) HO1: Team participation is not related to 

organisational performance. (b) HO2: Team trust is not related to organisational performance. (c) 

HO3: Team cohesion is not related to organisational performance.  

  

2. LITERATURE REVIEW 

Organisational Performance 

 

The definition of an organisation by Nadler and Tushman (1980) as the combination of 

characteristics such as inputs, strategy, transformation process, and outputs that have 

considerable impact on organisational operational ability and performance is attested to by Eture-

Edhebe and Anifowose (2016) where they expressed that the identified characteristics by Nadler 

and Tushman (1980) should be appropriately coordinated by managers to help an organisation to 

achieve its objectives and also enable employees to demonstrate their commitment to the 

organisation. Organisational performance is defined by Muo, Abosede and  Anifowose (2019) as the 

use of inputs in organisations as measured against its outputs; therefore the management of 

organisational performance encompasses the process of making sure that resources in 

manufacturing companies are adequately used to create quality products for customers’ 

satisfaction. 

 

On the importance of commitment, Princy and Rebeka (2019)found out in their research that 

employees’ commitment is positively related to organisational performance of the machine tools 
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manufacturing industry in Vellore, Tamil Nadu, India, hence employees’ commitment is 

identified as one of the internal factors which positively enhances organisational performance 

(Hakim, 2015; Daniel, 2019). In the conceptual framework in the study of Ahmed et al (2018), 

they articulated that organisational strategic orientation and structure moderated by employees’ 

commitment will lead to organisational performance. Applying the view of Ahmed et al (2018) 

to the study, it will be necessary for manufacturing companies to give their team members proper 

orientation on their goals and objectives, adopt motivation strategies that will make the team 

members to be committed to their companies. According to Anifowose and George (2016) 

reward of employees that will result into high orgnisational performance should be based on the 

application of fairness and equity parameters.  

 

The finding of Karanja, Muraguri and Kinyua (2018) in their study that teamwork positively 

influences organisational performance at the Water Board in Nairobi, and concluded that 

teamwork is an initiative for the effective running of organizational activities, is consistent with 

the finding in the study of Fawzy, Abuzid and Abbas (2017) where they found  that team 

effectiveness is positively related to organisational performance of Local Government 

Department, Educational Institutions and Health Departments in Alkharj Proviince in Riyadh, 

Saudi Arabia. The implication of the findings of these researchers to the study authenticate that 

organisations performance and teamwork are positively related in public organisations.  

 

Teamwork and Team Participation 

Team is a special group, created by an organisation for a specific assignment, and their members 

should possess complimentary skills and be committed to achieve set of goals; teamwork 

referred to employees working in a team in organisation to carry out specific activity (Antoni & 

Hertel, 2009). Team participation referred to members of a team coming together to discuss, plan 

and carry out the activity assigned to them by the management (Antoni & Hertel, 2009). 

According to Abiola and Ogunsemi (2009); Zincirkiran, Emhan and Yasar (2015), team 

participation processes improve employees abilities for future performance, since employees 

who are efficient in team participation become an asset to the organisation.  

 

The finding of Ghena, et al (2019) where they found out that teamwork is positively related to 

employees’ productivity in selected companies in Malaysia, is consistent with the finding of 

Phina et al (2018) where they found outpositive relationship between teamwork and employee 

performance at the medium scale enterprises in Anambra State, Nigeria. The implication of these 

research findings to the study is an indication of how teamwork is positively related to 

employees’ performance in organisations across cultures.   

 

Team Trust  

 

Trust literally means that one person is relying on the other to carry out activities in the right 

manner (Fung, 2014; Akinola &Ayodele, 2019). Trust is essential in teams, in view of the fact 

that it creates the environment that enhances relationship to thrive in teamwork (Katzenbach & 

Smith, 1993; Antoni & Hertel, 2009). Team trust according to Fung (2014) is the perception 

among teams in respect of the openness of the dissemination and the sharing of information that 

are necessary and beneficial to the team activities and success (Antoni & Hertel, 2009; Abdulle 

& Aydıntan, 2019).  

 

Antoni and Hertel (2009) in their work on team processes, antecedents and consequences, 

proposed five initiatives that will make team to be effective in organisations as follows:  (i) 

development of common action plans by members. (ii) interpersonal communication between 
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members on performance target. (iii) cooperation between members to reject distracting views.  

(iv) focus to achieve set targets  (v) self-monitoring and regulation. Equally, the fact that 

transparency is positively related to team trust is attested to by the finding of Akinola 

andAyodele (2019) in their study, where they found out that transparency increased trust and 

reduced conflicts among the team members of Architects, Quantity Surveyors and Engineers of 

private companies and government ministries in Ekiti State Nigeria. 

 

Team Cohesion 

 

The importance of cohesion cannot be overemphasized in manufacturing companies. Team 

cohesion is generally believed to be a consensus seeking process that goes on in a team, that 

make them to reject new ideas from within or outside the team. While Casey-Campbell & 

Martens (2009) referred to team cohesion, as a factor that enhances team effectiveness and 

defined it as a necessary inclination that encourages members to remain together in the team, 

Khoshsoroor, Liang, Salami and Chitsaz (2019) on the other hand related team cohesion to trust 

that leads teams to effective performance. Apoorva (2019) also observed that teamwork is 

necessary, because it creates synergy of operations and enabled organisational goals to be 

achieved faster through teamwork rather than through individuals working alone.  

Graves and Ringuest (2018) observed that few researchers have carried out studies on the impact 

of team cohesion in organisations. However, Bayraktar (2017) found out in their study that 

individual and group socialisation, team collaboration and work effort, are the factors that have 

positive significant relationship with team cohesion among the employees in the project team of 

a bank in Turkey.  The finding in the study of Bayraktar (2017) is consistent with the finding of 

Khoshsoroor, Liang, Salami and Chitsaz (2019) in their study, where they found out that rival 

estimation induces escalation of commitment than did team cohesion, among Chinese and 

Iranian student that participated in semi-experimental series of desktop computers simulation 

exercise at China and Iran higher educational institutions. 

Conceptual Framework 

Figure 1: The Relationship Between Teamwork and Organisational Performance  
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Theoretical Review 
 

Yeager and Nafukho (2012) referred to Festinger (1954) social comparison theory as relevant in 

understanding the formation of team in organisations. Festinger (1954) theorized that 

individuals’ perceived similarity attracted them to become a member of a particular team.  The 

strength of a team’s structure attracts members to join the team (Festinger, 1954). The 

implication of the social comparison theory of Festinger (1954) to this study is premised on an 

individual’s responsibility to carry out a personal analysis before joining a team in organisations.  

 

3.  METHODOLOGY 

The design adopted in the study is survey, and it is patterned after the studies of the following 

researchers: Karanja, Muraguri and Kinyua (2018) and Akinola andAyodele (2019). The one 

thousand one hundred and thirty-six (1136) employees of the four manufacturing companies in 

Lagos Nigeria: Classical Beverages Limited; GlaxoSmithkline Nigeria Plc; Guinness Nigeria Plc 

and May & Baker Nigeria Plc represented the study population. Yamane (1967) formula was 

adopted to determine the sample size. The study questionnaire was based on the three-point 

Likert Scale of strongly agree 1; agree 2 and disagree 3. Two hundred and fifty (250) 

questionnaires were distributed. 195 valid questionnaires were retrieved, resulting into 78% 

response rate. The sample was based on 195. Descriptive statistics was used to analyze the data. 

Pearson Correlation was adopted to test the hypotheses with the use of statistical packages for 

social sciences (SPSS). 
 

4.  RESULTS OF DATA ANALYSIS  

Sample Subjects Demographic Information 

 

Table 1: Sample Subjects Descriptive Statistics   
 Configuration No Percentage 

% 

Gender 

(a) Male 

(b) Female 

Total 

 

         163 

           32 

195 

 

   83.6 

   16.4 

100.0 

Age 

(a)  21 - 30 Years 

(b)  31 - 40 Years 

(c)  41  Years and above 

Total 

 

         162 

27 

             6 

         195 

 

   83.1 

   13.8             

                3.1 

100.0 

Marital Status 

(a)  Single 

(b)  Married 

Total 

 

         131 

           64 

         195 

 

            67.2 

            32.8 

100.0 

Qualification 

(a) SSCE/GCE O/L 

(b) ND/NCE/ GCE A/LEVEL 

(c) HND/BSC/BA 

(d) MSC/MBA and Others 

Total 

 

19 

48 

         122 

             6 

195 

 

    9.7 

  24.6 

  62.6 

                3.1 

100.0 
 

 

Field Survey (2019) 
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Analysis of Sample Subjects Demographic Information 

Demographic Information (Sex and Age Compositions) 
 

Analysis of Sample Subjects (Sex Composition) 
 

Table 1 data analysis indicates that out of the 195 employees 163 (83.6%) were male, 32 (16.4%) 

were female. It is assumed that more male employees are in the employment of the companies 

than female. 

 

Analysis of Sample Subjects (Age Composition) 
 

Table 1 data analysis indicates that out of the 195 employees 162 (83.1%) falls into the age (21-

30 years); 27 (13.8%) falls into the age (31-40 years); 6 (3.1%) falls into the age  (41 years and 

above). This means that employees who fall into the age (21-30 years) are more in the 

employment of the companies. 

 

 Analysis of Data Based on Research Questions 

Question 1: How is team participation related to organisational performance?  
 

The question is to find out how team participation is related to organisational performance  
 

Table 2: Sample Subjects Response 

 

NO Statement Category Frequency Percentage 

1. Team participation is an important 

factor for smooth running  of my 

organization 

Strongly agree 73 37.4 

Agree 83 42.6 

Disagree 39 20.0 

Total 195 100.0 

2. Team participation results in 

increased employees and 

organisational performance. 

Strongly agree 104 53.3 

Agree 58 29.7 

Disagree 33 17.0 

Total       195 100.0 

3. Team members often carry out tasks 

that enhance their knowledge and 

abilities 

Strongly agree 80 41.0 

Agree 94 48.2 

Disagree 21 10.8 

Total 195 100.0 

 4. The team understands what  they 

should do to accomplish their 

objective  

Strongly agree 110 56.4 

Agree 78 40.0 

Disagree  7 3.6 

Total 195 100.0 

 
Field Survey (2019) 

 

Table 2 analysis of the sample subjects response to statement No. 1 on team participation, 

indicates that (80%) strongly agreed and agreed that team participation is an important factor for 

smooth running of their organisation, while (20%) disagreed. .On sample subjects’ response to 

statement No. 2, (83%) strongly agreed and agreed that team participation results in increased 

employees and organisational performance, while (17%) disagreed. On sample subjects’ 

response to statement No. 3, (89.2%) strongly agreed and agreed that team members often carry 

out tasks that enhance their knowledge and abilities while 10.8% disagreed. On sample subject’s 

response to statement No. 4, (96.4%) strongly agreed and agreed that team understands what 

they should do to accomplish their objective, while 3.6% disagreed.Since 80% and above 

strongly agreed and agreed with the four statements of the research question No. 1, the analysis 
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of Table 2 indicates that team participation is positively related to organisational performance in 

the four companies.  

 

Question 2: What is the relationship between team trust and organisational performance? 

The question is focused on finding out the relationship between team trust and organisational 

performance. 

 

Table 3: Sample Subjects Response   

 
NO Statement Category Frequency Percentage 

1. Team trust enables members to 

focus   on organisational 

performance  

Strongly agree 82 42.1 

Agree 87 44.6 

Disagree  26 13.3 

Total 195 100.0 

2. Trust among the team enhances 

the unique skills of members 

Strongly agree 75 38.5 

Agree 112 57.4 

Disagree 8 4.1 

Total 195 100.0 

3. Team trust enables  members to 

assist each other when necessary  

 

Strongly agree 84 43.1 

Agree 111 56.9 

Disagree   0   0.0 

Total 195 100.0 

4. Team trust enables members to 

develop problem solving skills. 

Strongly agree 103 52.8 

Agree 92 47.2 

Disagree 0 0.0 

Total 195 100.0 

 

Field Survey (2019) 

 

Table 3 analysis of the sample subjects response to statement No. 1  onteam trust, indicates that 

(86.7%) strongly agreed and agreed that team trust enables members to focus on organisational 

performance, while (13.3%) disagreed. . On sample subjects’ response to statement No. 2, 

(95.9%) strongly agreed and agreed that trust among the team enhances the unique skills of 

members, while (4.1%) disagreed. On sample subjects’ response to statement No. 3, (100%) 

strongly agreed and agreed that team trust enables members to assist each other when necessary. 

On sample subjects’ response to statement No. 4, (100%) strongly agreed and agreed that team 

trust enables members to develop problem solving skills. Since 86% and above strongly agreed 

and agreed with the four statements of the research question No. 2, the analysis of Table 3 

indicates that team trust is positively related to organisational performance in the four 

companies.  

 

Question 3: How is team cohesion related to organisational performance?. 

This question is focused on finding out how team cohesion is related to organisational 

performance. 
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Table 4: Sample Subjects Response   
 

NO Statement Category Frequency Percentage 

1. Team cohesion enables members 

to understand the stages of team 

development. 

Strongly agree 78 40.0 

Agree 99 50.8 

Disagree 18 9.2 

Total 195 100.0 

2. Team cohesion provides  members 

with  feedback in respect of their 

decisions 

Strongly agree 28 14.4 

Agree 111 56.9 

Disagree  56 28.7 

Total 195 100.0 

3. Team cohesion encourages  

members to work for the common 

goal of the organization 

Strongly agree 46 23.6 

Agree 110 56.4 

Disagree 39         20.0 

Total 195 100.0 

 4. When there are different opinions 

within the team, team leader 

encourages cohesion. 

Strongly agree 55 28.2 

Agree 106 54.4 

Disagree 34         17.4 

Total 195 100.0 

Field Survey (2019)  

 

Table 4 analysis of the sample subjects response to statement No. 1  onteam cohesion, indicates, 

that (90.8%) strongly agreed and agreed that team cohesion enables members to understand the 

stages of team development., while (9.2%) disagreed. . On sample subjects’response to statement 

No. 2, (71.3%) strongly agreed and agreed that team cohesion provides members with feedback 

in respect of their decisions, while (28.7%) disagreed. On sample subjects’ response to statement 

No. 3, (80%) strongly agreed and agreed that team cohesion encourages members to work for the 

common goal of the organisation, while (20%) disagreed. On sample subjects’ response to 

statement No. 4, (82.6%) strongly agreed and agreed that when there are different opinions 

within the team, team leader encourages cohesion, while (17.4%) disagreed. Since 71% and 

above strongly agreed and agreed with the four statements of the research question No. 3, the 

analysis of Table 4 indicates that team cohesion is positively related to organisational 

performance in the four companies.  

 

Analysis of the Relatedness among Study Variables 

Bird (2010) defined correlation coefficient as a statistical analysis for measuring relatedness 

between two or more variables. In this study correlation coefficient is adopted to find out the 

strength of relatedness (a) of team participation and performance in organisation (b) between 

team trust and organisational performance and (c) between team cohesion and organisational 

performance of the four manufacturing companies in Lagos Nigeria. Tables 5.1-5.3 indicate the 

analysis of the relatedness among the study variables. 
 

Table 5.1:  Correlation among Study Variables  
Variables Pearson 

Correlation 

 

OPF 

OPF Correlation Coefficient 

Sig. (2-tailed) 

N 

         1 

 

     195 

TMP  Correlation Coefficient 

Sig. (2-tailed) 

N 

.630** 

    .000 

     195 

 ** Correlation is significant at the  0.01 level (2-tailed) 
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Predictors (constant): TMP = Team Participation    

Dependent: OPF = Organisational Performance  

 

Result of Test of Hypothesis 1 

HO1: Team participation is not related to organisational performance  

 

Hypothesis 1 states that team participation is not related to organisational performance. The 

hypothesis was tested with Pearson Correlation. The result in Table 5.1 indicates positive 

significant relationship (r = 0.630; p<0.01) between team participation and organisational 

performance. Based on this result, the null hypothesis HO is rejected and the alternative 

hypothesis HA is accepted, and it is therefore concluded that team participation is positively 

related to organisational performance in the sampled companies. 

 

Table 5.2:  Correlation among Study Variables  

Variables Pearson 

Correlation 

 

   OPF 

OPF Correlation Coefficient 

Sig. (2-tailed) 

N 

        1 

 

     195 

TMT Correlation Coefficient 

Sig. (2-tailed) 

N 

.351** 

      000 

      195 
 

 ** Correlation is significant at the  0.01 level (2-tailed) 
 

Predictors (constant): TMT=  Team Trust   

Dependent: OPF = Organisational Performance   

 

Result of Test of Hypothesis 2 

HO2: Team trust is not related to organisational performance. 
 

Hypothesis 2 states that team trust is not related to organisational performance. The hypothesis 

was tested with Pearson Correlation. The result in Table 5.2 indicates positive significant 

relationship (r = 0.351; p<0.01) between team trust and organisational performance. Based on 

this result, the null hypothesis HO is rejected and the alternative hypothesis HA is accepted, and it 

is therefore concluded that team trust is positively related to organisational performance in the 

sampled companies. 

 

 

Table 5.3:  Correlation among Study Variables  
Variables Pearson 

Correlation 

 

OPF 

OPF Correlation Coefficient 

Sig. (2-tailed) 

N 

        1 

 

     195 

TMC Correlation Coefficient 

Sig. (2-tailed) 

N 

.561** 

    .000 

     195 
 

 ** Correlation is significant at the  0.01 level (2-tailed) 
 

Predictors (constant): TMC = Team Cohesion 
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Dependent:  OPF: Organisational Performance 

 

Result of Test of Hypothesis 3 

HO3: Team cohesion is not related to organisational performance. 

 

Hypothesis 3 states that team cohesion is not related to organisational performance. The 

hypothesis was tested with Pearson Correlation. The result in Table 5.3 indicates positive 

significant relationship (r = 0.561; p<0.01) between team cohesion and organisational 

performance. Based on this result, the null hypothesis HO is rejected and the alternative 

hypothesis HA is accepted, and it is therefore concluded that team cohesion is positively related 

to organisational performance in the sampled companies. 

 

Based on the correlation coefficient analysis of the hypotheses, the study found out that team 

participation, team trust and team cohesion are positively correlated with organisational 

performance in the sampled companies. The findings of the study are consistent with the findings 

in the study of the following researchers: Karanja, Muraguri and Kinyua (2018) study, where 

they found out that teamwork positively influences organisational performance at the Water 

Service Board in Nairobi and they concluded that teamwork is an initiative for the effective 

running of organisational activities; Fawzy, Abuzid and Abbas (2017) study, where they found 

out significant positive relationship of team effectiveness with organisational performance of 

Local Government Department, Educational Institutions and Health Departments in Alkharj 

Province in Riyadh, Saudi Arabia. 

 

5.  CONCLUSIONAND RECOMMENDATIONS 

 

Team participation made the team members to effectively take part in the activities they carry 

out; trust elements enabled team members to understand and assist themselves when necessary; 

while team cohesion enables team members to focus on the achievement of their team goal. 

Team participation, trust and cohesion contributed to the positive relatedness of teamwork with 

organisational performance in the sampled companies. Teamwork is an appropriate initiative to 

adopt by management in order to enhance organisational performance. Therefore the 

management of the sampled companies should train team members in their workforce on some 

of the initiatives of Antoni and Hertel (2009) such as common action plans; self-monitoring; self-

regulation and focus on solving novel tasks 

 

To achieve maximum benefits from teamwork in organizations, the following recommendations 

are made:   
 

1. Employees should be made to belong to one particular team at a time, and should be 

sensitized on the importance and benefits of teamwork to their organisations. 

2. Team members should have complementary skills, and be conversant with their 

assignment.  

3. A new leader for each team should be appointed by the management every two years, in 

order to give room for  new skills and experience to be injected into the teams created in 

the organisations 

4. Team members should be rewarded with either monetary or non-monetary incentive once 

a team has accomplished outstanding performance 
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7.   SUGGESTIONS FOR FURTHER STUDIES 

The limitation of the study is its focus on private manufacturing companies in Lagos State, future 

studies can be conducted on teamwork initiative in service companies in Lagos and other States 

in Nigeria for comparative analysis of findings. 
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 Abstract  

The study examined the effects of innovation on corporate entrepreneurship development 

in the food and beverages sector in Nigeria. Primary data was employed in the study. 

Structured questionnaire was used to collect data from three hundred and seventy (370) 

respondents out of 1,252 permanent staff of Unilever Nigerian Plc using random 

sampling method. Simple regression analysis was used to examine the relationship 

between innovation and corporate entrepreneurship development. Results revealed that 

innovation has positive and significant effects on corporate entrepreneurship. The study 

therefore concluded that the established firms which provide support for employees’ 

innovation enhance corporate entrepreneurship development. The study recommended 

that management should ensure support through proper funding and continuous training, for 

employees’ innovation by investing more on human capital to increase their intellectual 

capacity in the organization. 

 

Keywords:Entrepreneurship, corporate entrepreneurship, innovation, entrepreneurs 

 

1.  INTRODUCTION 

 

The traits that are strongly related with entrepreneurship include, but not limited to, creativity, 

innovation, growth and flexibility which both academicians and practitioners admit as essential 

not only for start-up entrepreneurial ventures but also for established companies (Gera, 2017). 

Meanwhile, the process of changing from a new venture to an established company is associated 

with a descent of entrepreneurial spirit and an ascent of bureaucratic management (Gera, 2017). 

As every established organization repeatedly realign their activities to attain new and higher 

performance goals, innovation becomes a very necessary process that play increasingly 

important role to survive, grow and prosper. Okpara (2007) opined that in the era of 

globalization, managers are encountering problems and opportunities that are complex and which 

they have never before encountered. These, as observed by the author are as a result of new 

global competitors across industries, demand for new products, services, processes and 

technologies. However, Okpara (2007) further revealed that managers are now discovering that 

the old traditional methods and solutions which have historically been used to resolve many 

challenges are no longer effective. As a result, management recognized that different approaches 

and perspectives are needed to help their organizations survive and grow, hence, the interest in 

managing creativity and innovation has exploded in recent years (Okpara, 2007). 

 

Innovation and corporate entrepreneurship as found by Ahmad & Seymond (2008) are closely 

interrelated concepts. The authors also revealed that entrepreneurs are constructive destroyers by 

exploiting and identifying new processes, markets or products. This further helps companies to 
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better satisfy the needs of both the customers and the society. The firms’ ability to become 

competitive depends on innovation capabilities, particularly in higher-productivity sectors (Gera, 

2017).  It is recognized as revealed in the study conducted by Szabo & Herman (2014) that 

innovation has a positive impact on the corporate entrepreneurial performance and has a 

significant role in the social as well as economic development through outputs created. 

Innovation is similarly found by Okpara (2007) as adding something new to an existing process, 

market or product. The process, market or product is revealed by the scholar to have already 

been created from scratch and has worked reasonably well. When it is therefore changed so that 

it works better or fulfils a different need, then there is innovation on what already exists. 

Innovation is therefore the successful exploitation of new ideas.Every innovation begins with 

creative ideas. Creativity according to Okpara (2007), is the starting point for innovation. 

Creativity is a process by which a symbolic domain in the culture is changed. The author further 

revealed that new songs, ideas, machines, products and markets are what creativity is all about. 

Creativity is the ability to make or otherwise bring into existences something new, whether a 

new solution to a problem, a new method or device or a new artistic object or form. Creativity is 

however very necessary but not a sufficient condition for innovation. Innovation is therefore the 

implantation of creative inspiration (Okpara, 2007). 

 

The connection between corporate entrepreneurship development and innovation represents a 

successful breakthrough. The foregoing takes into account the fundamental benefits of corporate 

entrepreneurship which include inclusive and sustainable economic development in the context 

of job creation, organizational growth, profitability and market share among others. Earlier 

researches as observed by McFadzean, O’Loughlin & Shaw (2005); Chesbrough (2003); 

Hornsby, Kuratko & Zahra (2002) had however focused on either entrepreneurship or innovation 

as separate process, thereby restricting their empirical discovery, application and utility in 

developing countries to small and medium enterprises. Thus, there have been very little 

researches in the literature on the nexus between corporate entrepreneurship and innovation. This 

study, therefore attempted to fill the identified gap by examining the effects of innovation on 

corporate entrepreneurship development in Nigeria, focusing on Unilever Nigeria Plc. 

 

2.  LITERATURE REVIEW 

 

Innovation as opined by Okpara (2007) is the process of bringing the best ideas into reality, 

which triggers a creative idea, which generates a series of innovative events. Innovation is the 

creation of new added value. The researcher also claimed that innovation is the process that 

transforms new ideas into new value- turning an idea into value. Innovation is the process that 

combines ideas and knowledge into new value. Without innovation an organization and what it 

provides quickly become obsolete. You cannot innovate without creativity. Creativity is 

therefore marked by the ability to create, bring into existence, to invent into a new form, to 

produce through imaginative skill, to make or to bring into existence something new. Harris 

(1998) revealed that creativity is not ability to create out of nothing but the ability to generate 

new ideas by changing, combining or reapplying existing ideas. Some creative ideas as Harris 

(1998) found are astonishing and brilliant, while others are just simple, good practical ideas that 

no one seems to have thought of yet.Innovation is further affirmedby OECD (2015) as a process 

of introducing new or improved processes, products or services based on new scientific or 

technology knowledge and or organisational know-how. In other word, organisational innovation 

is defined by Wang & Wang (2012) as the adoption of an idea, process or behaviour that is new 

to the organisation. According to Oman (2008), the newness that organisational innovation 

portrays in the improvement of products, services or process can be described in two ways, 

technical innovation and administrative innovation. The technical innovation as observed by the 
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author has to do with technology, products and services while the administrative innovation deals 

with improved procedures, policies and organisational forms.   

 

Entrepreneurship is one of the four mainstream factors of production as Schumpeter (1934) and 

Agri, Kennedy, Bonmwa & Acha (2018) described it as a process and the entrepreneur as an 

innovator who uses the process to shatter the status quo through new method of production. 

Studies had proven that not only start-up ventures but also the established businesses should be 

able to quickly innovate, change and transform to meet the expectations of a fast-changing 

marketplace. In order to quickly adapt, established companies need to enhance their innovation 

prowess and tap into the creative power of their employees (Tseng & Tseng, 2019; Lee & Pati, 

2017). Han & Park (2017) opined that if an established firm has corporate entrepreneurship, 

innovation, which is the transformation of the existing firm and the birth of new business 

organization happens and in this regard, corporate entrepreneurship plays a role to pursue a 

latecomer to be a first mover. Corporate entrepreneurship, therefore becomes an important role 

of inspiration for the happening of innovation. Kuratko (2013) revealed that corporate 

entrepreneurship as a concept means entrepreneurial activities which receive organizational 

sanction in addition with the commitment of scarce resources for the purpose of producing 

innovative results. Again, Vanacker, Zahra & Holmes (2017) observed corporate 

entrepreneurship as former and informal activities aimed at creating new businesses in 

established companies through product and process innovations as well as market development. 

These formal and informal activities as observed by the researchers, may take place at the 

corporate, division, functional or project levels as long as the unifying objective is to improve a 

company’s competitive position and overall performance. 

 

Considering a study carried out by Agri, et al. (2018) on technology innovation and sustainable 

entrepreneurship development in Nigeria: stakeholders’ impact assessment in central Nigeria. 

The results revealed that sustainable corporate entrepreneurship development is closely and 

positively linked with technology innovation and that the absence of the former is caused by the 

inadequacy of the latter. In another study conducted by Herman (2018) on innovation and 

entrepreneurship for competitiveness in the EU: an empirical analysis, it was found that the high 

level of national competitiveness in some EU countries can be mainly explained by a high level 

of innovation performance, high level of innovative and productive corporate entrepreneurship. 

Another study conducted by Zahra (2017) on corporate entrepreneurship and innovation 

performance of established ventures: case of Iranian vanguard companies. The study showed that 

there is a significant nexus between corporate entrepreneurship and technology innovation.  

 

In a related research carried out by Matharu & Dhanalakshmi (2015) on the role of innovation 

and creativity in the development of entrepreneurship. The finding showed that innovation and 

creativity had significant influence on the development of entrepreneurship. Setyanti, Troena, 

Nimran & Rahayu (2013) conducted another study on the innovation role in mediating the effect 

of entrepreneurial orientation, management capabilities and knowledge sharing toward business 

performance. The study found that innovation role positively and significantly proved effect on 

the business performance improvement.    

 

Theoretical Review 

The study adopted Macro-Model and Micro-Model of Innovation in relation to corporate 

entrepreneurship. The models as developed by Li & Atuahene-Gima (2001) concentrate on the 

environmental drivers of innovation, the society’s needs and new technological advancement 

which lead to corporate entrepreneurship development.  
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3.  METHODOLOGY 

The study adopted a survey research design. All employees in Unilever Nigeria PLC make up the 

population of this study, which is 1,252. The study also considered only the participants that are 

permanent staff with this company and this formed the sample frame of the study. The study was 

conducted across departments in Head Office at 1, Billingsway, Oregun, Lagos State, Nigeria. 

The choice of the study areas was purposive, convenient and the company is quoted on the floor 

of Nigerian Stock Exchange with market value of N60.32billion in the food and beverages 

sector. The structured questionnaire served as operational instrument to collect data from 390 

respondents out of 1,252 permanent staff through a simple random sampling techniqueand 376 

representing 96.4 percent of questionnaire were duly completed and returned. Out of the 376 

returned, 6 copies were not properly filled and as a result, they were not included in the analysis. 

In this regard, a total of 370 responses were available for analysis. Therefore, the sample size for 

this study is 370. Also, the study used organisational records provided by the Unilever Nigeria 

Plc on its staff. Simple Linear regression analysis was used with the aid of Statistical Package for 

Social Sciences (SPSS) for analysing research hypothesis.The questionnaire was rated on the 

Likert-scale format with answers ranging from 1-5 (1= strongly disagree to 5= strongly agree) 

with each dimension having 10 questions. The study reported Cronbach reliability alpha of 

innovation (.83) and entrepreneurship development (.80) in order to determine their reliability 

and soundness, therefore meeting acceptance standards for the study. 

 

Model Specification 

Mathematically, this model was developed for this study and expressed as follows: 

Yi =𝛽0i + 𝛽1iX1i +휀 

Where: 

Yi = (dependent variable) corporate entrepreneurship development (market share) 

X1i = (independent variable) innovation 

 𝛽0i = Intercept, 휀 = Error Terms. 

 

4.  RESULTS AND DISCUSSION 

Socio-Economic Characteristics of the Respondents 

 

The result of the descriptive analysis revealed that 61.4% of the respondents were male and 

30.6% of them were female. This means that more than half of the respondents were male 

compared to their female counterpart.Distribution of respondents by age showed that 3% of 

respondents are under 25 years, 17% are within the range of 26 – 35 years, about 51% are within 

the ages of 36 – 45 years, and 29% are within the ages of 46 years and above. This implies that 

the selected firm has a largely similar, young workforce (26 – 45 years) and they have integrated 

this age group with the older employees to enhance company’s overall performance. With this, it 

simply implies that the future of the selected organization is bright in the sense that the concept 

of innovation in relation with corporate entrepreneurship development is better executed and 

implemented with the younger age who still have years to stay in the company and drive the 

vision of their organization.  

 

Distribution of respondents by education revealed that 41 % hold at least bachelor’s degrees 

because these degrees are necessary for entry into the managerial level in large organizations, 

19% of the respondents hold MBA/ICAN/Others, 10% hold M.Sc/Ph.D, while only 30% hold 

either SSCE/OND/HND. This implies that respondents have prerequisite qualifications to 

respond to the study questionnaire, as it is generally assumed that tertiary education produces 

more skilled employees, who are able to lead their organizations more effectively and profitably. 
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It is quite understandable that education promotes core task performance by providing 

individuals with more innovative and procedural knowledge with which they can complete their 

tasks successfully. 

 

Distribution of respondents by year of experiencerevealed that 20% of the respondents have less 

than 5 years working experience, 14% of the respondents have 6 – 10 years working experience, 

36% of them have 11 – 15 years working experience and 30% of the respondents have 16 years 

and above working experience. This implies that the selected respondents have accumulated 

adequate work experience to provide tacit, innovative and practical knowledge which may be 

less provided by formal education. When combined with the in-depth, analytical knowledge 

provided by formal education, work experience gained may enhance entrepreneurial innovation 

even further. The skills and knowledge necessary for effective innovative ideas development are 

likely to also be strengthened and sharpened over the years of service. 

 

Test of Hypothesis 

H0: There is no significant effect of innovation on corporate entrepreneurship development. 

This hypothesis was examined and tested using simple regression analysis as presented on the 

tables below: 

 

Table 1 showed the value of coefficient of determination (R2)= 0.772, which implies that 77% of 

the variation in corporate entrepreneurship development in terms of market share could be 

explained by the quality of entrepreneurial innovation from which they could be well equipped 

with entrepreneurial competencies and creativity. 

 

Table 1: Model Summary 

Model                   R            R Square        Adjusted R Square                Std. Error of the 

                                                                                                                    Estimate 

1                          .879a             .772                        .768                                     9.265 

a. Predictor: (Constant), Innovation 

b. Dependent Variable: Corporate entrepreneurship development 

Source: Field Survey, 2020 

 

From table 2, F-Statistic which reveals the value of F (67.721) is significant at 0.05 confidence 

level. This result therefore indicates that the independent variable (innovation) immensely 

contributes to the variation in corporate entrepreneurship development. 

 

Table 2: Analysis of Variance (ANOVA) 

Model                        Sum of              df       Mean Square       f                        Sig. 

                                  Square 

1 Regression     13052.643         1        13052.643            67.721             .000b 

Residual          6281.662          367     52.920 

Total              20244.276          368 

a. Predictor: (Constant), Innovation 

b. Dependent Variable: Corporate entrepreneurship development 

Source: Field Survey, 2020 

 

From table 3, since the t-value for the regression coefficients are significant at 95% confidence 

level (t= 17.301, P= 0.05), it implies that the predictor variable (innovation) makes a significant 

contribution to the level of corporate entrepreneurship development. Moreover, the 
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unstandardised linear regression model is F= 25.742+1.507β while the standardized beta 

coefficient indicates that a unit of positive change in the opportunities for innovation causes a 

72.1% increase in the success rate of corporate entrepreneurship development leading to more 

market share and higher economic growth in the country. 

 

Table 3: Simple Regression Analysis Showing the Effect of Innovation on  

   Corporate Entrepreneurship Development 

Model Unstandardised 

Coefficient  

Standardised 

Coefficient 

     T Sig 

    B  Std. Error      Beta   

1 Constant 

Corp. Entre. Dev. 

25.742 

1.507 

1.702 

.097 

 

      .721 

  16.705 

  17.301 

 .000 

 .000 

a. Dependent Variable: Corporate entrepreneurship development 

Source: Field Survey, 2020 

 

Table 1 showed a correlation (r) of 0.879 which indicated that there is a high positive 

relationship between the identified innovation and corporate entrepreneurship. This means that 

any change in the identified variable also brings about change in the corporate entrepreneurship. 

The R2 of the coefficient of determination (0.772) reveals that innovation explains about 77.2% 

of the variance while the remaining 22.8% is explained by some other variables not captured by 

this study. The standardized coefficient of the variable (innovation, β = 0.721) implies that 

innovation is significant to corporate entrepreneurship development.The F-statistics which shows 

the significance of the variable shows that the explanatory variable is statistically significant in 

explaining the change in the corporate entrepreneurship development give the calculated F-

statistics of 67.721 which is greater than the tabulated value of 32.78. Also, since the p-value is 

less than 0.05, the null hypothesis is rejected while the study accepts the alternative hypothesis 

which states that innovationhas significant effect on corporate entrepreneurshipdevelopment. The 

result of this study is in line with the findings of the researches carried out by Agri, et al. (2018); 

Zahra (2017) and Setyanti, et al. (2013) which revealed that a positive and strong relationship 

exists between innovation and corporate entrepreneurship development as well as organizational 

performance. 

 

5. CONCLUSION AND RECOMMENDATION 

 

The findings revealed that innovation was found to have positive and significant effect on 

corporate entrepreneurship. It can therefore, be concluded that established firms that 

providesupport for employee innovation and support for educational advancement of employee 

will increase their experience towards better corporate entrepreneurship development. Based on 

the above conclusion, the study therefore recommended that management should ensure support 

through proper funding and continuous training, for employee innovation and support for 

employee educational advancement by investing more on human capital to increase their 

intellectual capacity in the organization. 
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Abstract 

The debate as to what drives return on assets has remained unabated. Contextual reports 

have shown that despite organizations declaring several corporate responsibility 

initiatives to collaborate with the host communities, financial pointers of Oil firms such 

as, return on assets have maintained both fluctuating performance and a steady decline. 

Thus, this paper probed into the impact of investment in community development on 

return on asset. The paper employed an Ex-post facto research design with focus on five 

multinational oil firms in Nigeria based on purposive sampling technique.  The study 

employed secondary data sourced from the annual reports of the sampled oil companies 

for a period of five years (2015 - 2019). The study adopted inferential statistics for 

panel data analysis. Results revealed that investment in community development had a 

positive significant impact on ROA (R2 = 0.44, t= 3.487 and p = 0.001) of multinational 

oil companies in Nigeria. The study recommended that, management of companies 

should adopt viable strategies to explore community development for the host 

communities and improve companies host communities’ liaison to achieve sustainable 

development and guarantee enabling business operating environment in return. 

 

Keywords:Community development, Corporate Responsibility Investment, Return on 

Assets, Oil multinationals, Profitability. 

 

1.  INTRODUCTION 

The concept that organizations do not exist in a vacuum hence are required to collaborate with 

the host communities to guarantee a sustainable development has remained persistent. In the 

views of the neo-classical economists, the traditional objective of firm is to maximize the 

shareholders’ wealth (Arias & Patterson, 2009). More so, Fodio, Abu-Abdissamad, and Oba 

(2012) surmised that, an investor would have no business in business other than to earn returns 

or/and capital accretion on his investment. Nevertheless, strategic management experts have 

argued that financial performance indicators alone are not sufficient to measure the performance 

of an organization, rather corporate social responsibility principles and stakeholder approaches 

should be integrated into mainstream business strategy (Katsoulakos & Katsoulacos, 2007; Arias 

& Patterson, 2009; Williams & Pei, 2000). According to Asaolu, Agboola, Ayoola, and Salawu 

(2011), this argument has further been reinforced by the recurring global financial crisis with its 

profound implications on accounting and auditing and hence a request for better corporate 

governance, transparency and accountability as traditional financial statement do not provide a 

full measure of shareholder value creation and business performance  

 

Thus, scholars have maintained that the interest of the stakeholders rather than the narrow 

interest of the shareholders should be factored in by corporate managers for sustainability (Miles, 

2012; Noodezh & Moghimi, 2015). Whetten, et al., (2001), and Clarkson (1995) had opined that 

customers, employees, community, investors, government, and all other stakeholders are factors 

mailto:ahannayac@babcock.edu.ng


4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

354 
 

to reckon with in order to stimulate a harmonious business environment. Likewise, Noodezh and 

Moghimi (2015), andAdeneye and Ahmed (2015) claimed that how much an organization is able 

to compensate the community for the adverse effect of environmental degradation and pollution 

which typically trails its operation is a thing of greater global attention. Accordingly, the 

community is increasingly becoming one of the players highly influencing corporate behaviours 

as an integral part of an organization(Anochie & Oyinye, 2015;Hernádi, 2012;Ligi, 2014). In 

light of these commentaries, scholars have highlighted the imperative of equitable treatment of 

the host communities where the oil is extracted, as these host communities are directly impacted 

by the oil and gas exploration and production activities of the multinational companies. These 

communities are not only deprived of their means of livelihood due to oil spillage, indiscriminate 

running of pipelines and atmospheric polluting gas flaring that destroy the ecosystem and aquatic 

life which happens to be their means of livelihood but they are also exposed to health hazards 

due to recklessness or outright neglect of maintenance of the pipelines and oil production 

facilities littering the landscape of the host communities (Egbe & Paki, 2011; Ejumudo, 2014; 

Ndu & Agbonifoh, 2014; Okonkwo, 2014; Andrews, 2015; Phillips, 2016, United Nations, 

2018).  

 

Therefore, this paper considered the seeming scantiness of corporate social responsibility 

disclosures measured by investment in community development as a barometer for return on 

assets by multinational oil companies operating in the Niger Delta (Eljayash, 2015; Ite, Ibok, Ite, 

& Petters, 2015). The territory of the Niger Delta cuts across Nine (9) of Nigeria's Thirty-six (36) 

States, but the core areas are within the States of Akwa Ibom, Bayelsa, Cross River, Delta, 

Rivers and Edo. They constitute what has been referred to as the "South-South" geopolitical 

region of Nigeria. Oil exploration is the major economic activity in the Niger Delta (Natufe, 

2001) and this region contains approximately 15 percent of the Nigerian population (Ojo, 2012). 

According to the study of Anochie and Oyinye (2015), the unsustainable environmental 

management practices of the oil firms located within the region has solidified the Niger Delta 

region one of the five most strictly petroleum damaged ecosystems in in Nigeria due to the 

process of crude oil exploration. Also, the exploitative tendencies of the oil firms in plundering 

for fossil fuel had truncated the sustainability of the Niger Delta environment (Odisu, 2015). In 

addition to gas flaring for twenty four (24) hours a day for forty (40) years in close proximity to 

human habitation in nineteen (19) oil locations in a four hundred and four (404) square mile area 

with population density of one thousand two fifty (1,250) per square mile (Pyagbara, 2007; 

Ziegler, 2018). 

 

Furthermore, the socio-political and security implication of this corporate environmental neglect 

is thus a common knowledge in Nigeria (Adeyemi & Owolabi, 2007; Owolabi, 2008). The CSR 

practices of the oil companies and how they fit into the overall sustainable development plan is 

of little prominence in the region. Instead, there have been claims and counter claims over the 

practice of CSR initiatives between the Oil companies’ officials and the host communities (Ojo, 

2012). Olujimi, Emmanuel, and Sogbon (2011) identified among other problems large-scale 

environmental pollution and degradation of agricultural land which serves as source of income 

for the people couplewith social unrest arising from unpaid claims of compensation and lack of 

concern for the people in the exploration area. Odularu (2008) opined that, poor corporate 

relations with host communities, oil infrastructure vandalization, severe ecological damage, and 

personal security problems throughout the Niger Delta oil producing region continue to plague 

Nigeria's oil sector. As such, previous literatures provided evidence on the impact of corporate 

social responsibility on firm’s corporate performance (Alabi, 2012; Okafor & Oshodin, 2012; 

Ilaboya & Omoye, 2013). Also, the studies of Ebiringa, Yadirichukwu, Chigbu, and Ogochukwu 

(2013), Suttipan and Staton (2012), and Oroxom, Glassman, and Mcdonald (2018), identified 
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various reasons such as size, regulations, external economic events and pressure from external 

stakeholders why investment in communities’ development are made by companies other than to 

impact return on asset. However, there seem to be little evidence in Nigeria to support or refute 

these claims in the oil and gas industry and it is on this premise that this study was conducted.  

 

2.  LITERATURE REVIEW 

Return on Assets 

Return on Assets (ROA) is the overall purpose financial ratio used to measure the relationship of 

profit earned to the investment in assets required to earn that profit (Siminica, Circiumaru & 

Simion, 2012; Lindo, 2008). Return on Assets measures how well firm resources are being used 

to generate income. It is the ratio of net profit after tax divided by total assets and is the most 

popular ratio for measuring the relative performance of firms (Weygandt, Kieso, & Kimmel, 

2009). ROA = Net profits after taxes / total assets. Lindo (2008) argued that, the ROA percent is 

a baseline that can be used to measure the profit contribution required from new investments. As 

such it identifies the rate of return needed to at least maintain current performance that can be 

used to establish a hurdle rates all new investments must meet for approval. Return on Assets 

represents the amount of earnings (before interest and tax) a company can achieve for each naira 

of assets it controls and is a good indicator of a firm’s profitability(Kwaghfan, 2015). It is a 

measure commonly utilized when estimating a firm’s economic performance and profitability 

(Belu & Manescu, 2013). For example, Tang, Hull and Rothenburg (2011) submitted that, a 

large body of previous research has utilized Return on Assets when examining the relationship 

between CSR and financial performance. Russo and Fouts (1997) used Return on Assets as a 

measure in order to see if environmental performance were positively related with a firm’s 

financial performance. Therefore, knowing the relationship of dependence between the return 

and the factors of influence is important for investors, creditors and for other categories of 

stakeholders who have different interests in the firm (Siminica et al., 2012). 

 

Investment in Community Development  

Aggarwal (2013) suggested that the community component of corporate sustainability covers the 

company’s commitment and effectiveness within local, national and global community in which 

it does business. It reflects company’s citizenship, charitable giving and volunteerism. This 

component covers company’s human rights record and treatment of its supply chain. It also 

covers the environmental and social impacts of company’s products and services, and 

development of sustainable products, processes and technologies.According to Daly (2007), 

economic development is a primary goal of society and, as a consequence, it transcends beyond 

the satisfaction of basic material needs to the provision of the resources needed to improve the 

quality of life including meeting the demands for healthcare, education and a good environment. 

The enormous increase in business power, the widespread incidence of corporate misdemeanors, 

issues of ethics and the increasing inability of governments to meet their basic responsibility to 

society, as well as regulate business activities, have meant that the acceptance of social 

responsibility by business has been both inevitable and necessary (Ighodalo, 2013).   

 

This explains the re-invigoration of the idea that business has social responsibility that goes 

beyond profit making to include helping to solve social and environmental problems that is 

corporate social responsibility (CSR).Some of the world's largest companies have made a highly 

visible commitment to CSR, for example, with initiatives aimed at reducing their environmental 

footprint. These companies take the view that financial and environmental performance can work 

together to drive company growth and social reputation (Ismail, 2009). Shell that accounts for 40 

per cent of Nigeria’s total crude oil production and has interests in five companies in Nigeria 

under the umbrella of asserted that its business model contributes to local development in two 
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ways. The first is through efficient and ethical pursuit of its core business activities in a way that 

maximizes beneficial spin-off for host countries and communities, and the second is through 

social investment that goes beyond philanthropic grants to actual technical and financial support 

for local development initiatives (SPDC 2004). 

 

Multinational Companies 

Multinational company is a corporation that has production operations in more than one country 

for various reasons. Law (1990) defined multinational company as the efficient form of 

organization making effective use of the world resources and transferred technology between 

countries. Multinational corporation(MNC) can also be defined and described from different 

perspectives and on a number of various levels, including sociology, history, law and strategy as 

well as from the perspectives of business ethics and society. Multinational corporations (MNCs) 

can spur economic activities in developing countries and provide an opportunity to improve the 

qualities of life, economic growth, and regional and global commons. At the same time, they are 

often also accused of destructive activities such as damaging the environment, complicity in 

human rights abuses, and involvement in corruption (Hashimu & Ango, 2012). Richard, et al., 

(2009) argued that the successful performance of multinational companies depends to a great 

extent on the political environment of the host country. According to these scholars, political 

environment refers to forces and issues emanating from the political decisions of government, 

which are capable of altering the expected outcome and value of a given economic action, by 

changing the probability of achieving business objectives. 

 

Investment in Community Development and ROA 

According to Malik and Nadeem (2014) discover that a positive relationship existed between 

CSR and ROA. The sustainable community development (SCD) strategy emerged as an 

approach of social uptake. The primary focus of sustainable community development approach 

was on economic empowerment, human capital development, healthy living and basic services 

and the overall goal was to leverage the resources that a company can offer and empower local 

communities to taking the lead on issues for their own development (Ekanem et al, 2014). 

Olujimi et al. (2011) study acknowledged a large scale environmental pollution and degradation 

of agricultural land which serves as source of income to the people.In what seems to be the most 

recent evaluation conducted by Anoche and Onyinye (2015) on some oil companies in the Niger 

Delta region found that the region consisted of diverse ecosystems of mangrove swamps 

freshwater swamps rainforest and is the largest wetland in Africa among the ten most important 

wetland and marine ecosystems in the world, but due to oil pollution caused by exploration the 

area is now characterized by contaminated stream and rivers, forest destruction and biodiversity 

loss, in general, the area is ecological wasteland. 

 

Also, according to Sobrasuaipiri (2014), the overall interest of stakeholders rather than the 

contracted interest of the shareholders are significance to the measurement of corporate 

performance (Ayuso, Rodriguez, Garcia, & Arino, 2007; Harrison & Wicks, 2013; Ighodalo, 

2013; Smith, 2011). From the results of different studies carried out, scholars hypothesized that 

since an organization does not exist in a vacuum, it should collaborate with its host communities 

for a sustainable development that would in turn guarantee its business success. However, the 

outcome of study carried out by Okafor and Oshodin (2012) showed that positive significant 

relationship existed between profitability and companies’ contribution towards community 

development in the areas of education and health. These assertions have been gathered from 

various scholars in their attempts to evaluate how the concept of corporate social responsibility 

(CSR) affects firms’ ability to remain in business (Santos & Brito, 2012; Ebiringa et al, 2013; 

Adediran & Alade, 2013; Iqbal, Sutrisno, Prihat, & Rosidi, 2013; Makori & Jangogo 2013, 
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Okafor & Oshodin, 2012). For example, Ilaboya and Omoye (2013) found that corporate social 

responsibility has a profound positive impact on corporate financial performance of firms. 

 

Moreover, Mousa and Hassan (2014) study advance credence to the need for corporate 

environmental disclosure as a response to public pressure, regulation and external economic 

events. Despite all the environmental disclosures made by the multinational oil companies, Egbe 

and Paki (2011) however concluded in their study that, the CSR undertaken by The Shell 

Petroleum Development Company of Nigeria (SPDC) in oil host communities are inadequate 

and there is need for improvement for the desired impact to be made in these communities. The 

result of the study conducted by Uwuigbe, Uwuigbe and Ajayi (2011) however suggested that 

the influence of company size to corporate social responsibility disclosures is quite predictable as 

it was argued that big companies can afford to invest in more environmentally friendly 

technology and management. More so that, they are more susceptible to inquiry from stakeholder 

groups and are highly visible to external groups and are more vulnerable to adverse reactions 

among them. The study conducted by Ojo (2012) highlighted a major gap in the nature of the 

regulatory mechanism and institutions in the oil sector which tends to favour capital investment 

and profits over the people and their environment.  

 

Theoretical Review 

Agency Theory 

The theory of principal–agent problem occurs when one person or entity is able to make 

decisions on behalf of, or that impact, another person or entity: the "principal". The dilemma 

exists because sometimes the agent is motivated to act in his own best interests rather than those 

of the principal (Mcmenamin, 1999). A common example of this relationship is between a 

corporate management (agent) and shareholders (principal). The first scholars to propose 

explicitly that a theory of agency be created, and to actually begin its creation in the 1970 

wereStephen Ross and Barry Mitnick, independentlyand almost simultaneously (Fayezi, 

O'Loughlin, &Zutshi, 2012).The problem of agency arises where the two parties have different 

interests and asymmetric information (the agent having more information), such that the 

principal cannot directly ensure that the agent is always acting in its (the principal's) best 

interests, particularly when activities that are useful to the principal are costly to the agent, and 

where elements of what the agent does are costly for the principal to observe (Bebchuk & Fried, 

2004). Eisenhardt (1989) posited that, the problem potentially arises in almost any context where 

one party is being paid by another to do something, whether in formal employment or a 

negotiated deal. 

 

Moral hazard and conflict of interest may arise. Indeed, the principal may be sufficiently 

concerned at the possibility of being exploited by the agent that he chooses not to enter into a 

transaction at all, when that deal would have actually been in both parties' best interests: a 

suboptimal outcome that lowers welfare overall (Bebchuk & Fried, 2004). The cornerstone of 

agency theory is the assumption that the interests of principals and agents are diverge. According 

to the theory, the principal can limit divergence from his/her interests by establishing appropriate 

incentives for the agents, by incurring monitoring costs designed to limit opportunistic actions by 

the agent.  Other contracts that could be considered within an agency framework include those 

between managers and various primary interest groups or stakeholders (Hill & Jones, 1992). To 

this end, this study is of the view that the concept of Environmental Justice could be related to a 

principal – agent relationship where management of multinational oil companies can be regarded 

as agents to all stakeholders including the local community, as supported the study of 

Germanova (2008), business enterprises in general could be either agents or principals depending 

on the character of the relationship.    

https://en.wikipedia.org/wiki/Principal_%28commercial_law%29
http://www.emeraldinsight.com/author/Fayezi%2C+Sajad
http://www.emeraldinsight.com/author/O%27Loughlin%2C+Andrew
http://www.emeraldinsight.com/author/Zutshi%2C+Ambika
https://en.wikipedia.org/wiki/Informal_sector
https://en.wikipedia.org/wiki/Moral_hazard
https://en.wikipedia.org/wiki/Conflict_of_interest
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Legitimacy Theory 

Friedman M. (1970) propounded this theory and supported this classical view on CSR by his 

statement “The responsibility of business is to maximize profits, to earn a good return on capital 

invested and to be a good corporate citizenship obeying the law no more and no less (Balabanis, 

Phillips, & Lya, 1998). Legitimacy theory can be regarded as a conceptual framework based on 

the existence of social and exchangeable relationships between a company and the community 

(Mousa& Hassan, 2015). It is used to explain disclosures with regard to the environmental and 

social behaviour of companies (Deegan, 2002; Deegan, Rankin, & Tobin, 2002; Milne & Patten, 

2002; Neu, Warsame, & Pedwell, 1998; O’Donovan, 2002; Reich, 1998). The importance of 

corporate social and environmental disclosures stems from a number of factors. Companies are 

currently faced with an increasing number of environmental laws and pressures from a variety of 

stakeholders regarding environmental performance. Stakeholders ask for information about 

environmental impacts on business (Mousa& Hassan, 2015). Much of the extant research into 

why companies disclose environmental information in the annual report indicates that legitimacy 

theory is one of the more probable explanations for the increase in environmental disclosure 

since the early 1980s (Mousa& Hassan, 2015). Gibson (1996) argued that there are many factors, 

which motivate firms to take their responsibility towards the environment seriously by reducing 

pollution. One of them is competitive advantages from a clean public image, limiting corporate 

environmental liabilities. Suchman (1995) described Legitimacyas a “generalized perception or 

assumption that the actions of an entity are desirable, proper, or appropriate within some socially 

constructed system of norms, values, beliefs, and definitions.” O’Donovan (2002) argued that, 

based on experimental evidence, that the lower the perceived legitimacy of the organisation, the 

less likely it is to bother providing social and environmental disclosure. 

 

Stakeholder Theory 

The stakeholder theory is a theory of organizational management and business ethics that 

addresses morals and values in managing an organization (Freeman, 1984).In his book:Strategic 

Management: A stakeholder approach;Freeman identifies and models the groups which are 

stakeholders of a corporation, and also describes and recommends methods by which 

management can give due regard to the interests of those groups. The stakeholder theory was 

adopted to fill the observed gap created by omission found in the agency theory which identifies 

shareholders as the only interest group of a corporate entity. The stakeholder theory proposes 

that companies have a social responsibility that requires them to consider the interest of all 

parties affected by their actions (Peters & Bagshaw, 2014). Frederick (1998) opined that,the 

belief that business and society are intricately linked had long been muted. Some scholars have 

also argued that business is an obligation to provide service beyond profits, yet without denying 

profits. Also, Miles (2012) argued that, in the traditional view of a company, only the 

shareholders of the company are important, and the company has a binding fiduciary duty to put 

their needs first, to increase value for them. Stakeholder theory instead argues that there are other 

parties involved. It is the centrality of the stakeholder theory that businesses have obligations, 

aside shareholders, to a broad range of interests in society, which Freeman (1984) called 

stakeholders (any group or individual who can affect or is affected by the achievement of the 

firm's objective). Stakeholder theory is considered as a necessary process in the 

operationalisation of corporate social responsibility, as a complimentary rather than conflicting 

body of literature (Matten, Crane, & Chapple, 2003). The stakeholder theory offers a social 

perspective to the objectives of the firm and, to an extent, conflicts with the economic view of 

value maximization (Santos & Brito, 2012). The range of stakeholders varies widely to include 

employees, customers, competitors, governments, communities among others.  

 

https://en.wikipedia.org/wiki/Organizational_behavior_management
https://en.wikipedia.org/wiki/Business_ethics
https://en.wikipedia.org/wiki/Stakeholder_%28corporate%29
https://en.wikipedia.org/wiki/Corporation
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3.  METHODOLOGY 

The study adopted ex-post facto design to provide evidence on the impact of investment in 

community development on return on assists in the oil and gas multinationals in Nigeria. The 

reason for using this design was because all the information needed could be derived from the 

annual reports of the sampled companies and the statistical bulletin of the Nigerian National 

Petroleum Company (NNPC). This was an after-the fact research that was undertaken whereby 

secondary data that are already in existence were used. Content analysis was used which 

involved tracing of sentences of each component of the corporate social responsibility disclosed 

in annual reports of multinational oil companies in the sample. This study was based on the 

voluntary disclosure index constructed using the annual reports of the sampled multinational oil 

companies. The independent variables could not be manipulated because they already existed as 

published in the annual reports of the various oil companies. A panel data analysis of the 

information extracted from the annual reports of the five oil multinational companies and the 

NNPC Bulletin for a period of five years spanning 2015-2019 was used for the study. The results 

and findings from data gathered were presented and analyzed using inferential statistics. This 

research design is in consonance with the study by Uadiale and Fagbemi (2011) on ‘Corporate 

social responsibility and financial performance in developing economics: The Nigeria 

experience’, and Makori and Jangongo (2013) on ‘Environmental accounting and firm 

profitability: An empirical analysis of selected firms listed in Bombay Stock Exchange, India. 

The statistics were tested at 5% significance level using t-statistics as well as F-statistics. The 

population of the study consisted of the nine multinational oil companies (MNCs) operating in 

Nigeria from 2005 and 2019 (NNPC Annual Statistical Bulletin 2019).  

 

Table 1: Crude Oil Producing Companies 

S/N Company Name 

1. Shell Production & Dev. Company (SPDC) 

2. Mobil Producing Nig. Unlimited 

3. Chevron Nigeria Limited 

4.  Total Exploration & Producing Ltd. 

5. Nigerian Agip Oil Company Ltd. 

6. Statoil Nigeria 

7. Seplat Petroleum Development Company 

8. Petrobras  

9. Addax Petroleum  

Source:  NNPC 2020 Annual Statistical Bulletin 

 

Sample size and sampling technique 

Five (5) out of the nine (9) multinational oil producing companies listed in the NNPC annual 

statistical bulletin from 2015 to 2019 were adopted for this research. The choice of this technique 

was informed by the need to research on the foremost multinational oil producing companies 

with prominent presence in the Niger Delta, the major oil producing region of Nigeria and such 

that would provide representative information needed to ensure that the objective of this study is 

achieved. This purposive sampling procedure was adopted in selecting the sample, and the data 

gathered were considered adequate for the study since the sample provided the basic data 

required. 
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4.  RESULTS AND DISCUSSION OF FINDINGS 

Test of Hypothesis (H0) 

The hypothesis tested the impact of investment in community development on return on assets of 

the multinational oil companies in Nigeria. This hypothesis was tested using the model stated 

below. 

 

Y =  f(X) 

ROAit = α2 + β2ICDit + µ2 

where: 

Y = Return on Assets (ROA) 

X = Investment on Community Development (ICD) 

α2 are the intercepts (constants) 

β2 is the coefficient 

µ2 is the stochastic variables of each model. 

it represents in firm “i” in year “t”  
Research Hypothesis (H0): Investment in community development have no significant impact 

on return on assets of multinational oil companies in Nigeria. 

 

Regression Estimate 

 

Variable 

Model 1 

Coefficient Std Error T Prob. 

Constant  0.334328 0.072205 4.630265 0.000* 

ICD -0.015167 0.004350 -3.486992 0.0011* 

R-Square: Overall                              0.44 

F-Test                              6.987 0.000* 

Hausman Test                              8.953 0.0028* 

    Dependent Variable: ROA     *significance at 5% 

    Source: Researcher’s Study, 2020 

 

Diagnostics Test Result 

From Table 1, the Hausman test was first used to determine whether fixed or random effect is 

suitable for the model. The probability of this test showed 0.0028 which is less than the 

acceptable 5%, thus, the null hypothesis to estimate random effect was not accepted. Thus, fixed 

effect was estimated for model 1. 

 

Model and A priori Expectation 

ROAit = α1 + β1ICDit + µ1 

ROA= 0.334328 – 0.015167 

 

Interpretation 

The regression estimate of model 1 showed that investment in community development had 

impact on return on assets (R2= 0.44, p< 0.05). This is indicated by the signs of the coefficients, 

that is β1 is -0.015 which is less than 0. However, this (β1)result is not consistent with a priori 

expectations that investment in community development will have a positive impact on return on 

assets.  

Further, from Table 1, the overall R2 of the model showed that 44% variations in ROA can be 

attributed to investment in community development used in this study, while the remaining 56% 

variations in ROA are caused by other factors not included in this model. This showed a 

moderate explanatory power of the model existed among the variables. Nevertheless, the size of 
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the coefficient of the independent variable (β1) showed that a 1% increase in investment in 

community development would lead to a 0.015 decrease in ROA of the sampled multinational oil 

companies in the Niger Delta of Nigeria. 

 

Decision 

The size of the coefficient of the independent variable in Table 1 indicated that a 1% increase in 

the investment in community development would lead to a 0.015 decrease in return on asset of 

the sampled oil multinationals in the Niger Delta region of Nigeria. This implies that in the short 

run, investment in community development have not yielded the expected improvement in 

profitability (ROA) of the multinational oil companies in the Niger Delta region of Nigeria. This 

disagrees with the apriori and theoretical expectations which predicted that ICD will have 

positive impact on ROA. an indication for oil multinationals in the Niger Delta region of Nigeria 

to focus more on investment in community development to enhance ROA. The t-statistic is -

3.486992 while the p-value of the t-statistic is 0.0011which is less than 0.05 level of significance 

adopted for this study. Therefore, the model is statistically significant. Thus, the null hypothesis 

that investment in community development has no significant impact on return on assets of 

multinational oil companies in the Niger Delta of Nigeria was rejected.  

 

Discussion of Findings 

Empirical findings from the paper hypothesis revealed that ICD had a significant impact on 

ROA. Although, in the regression co-efficient result, ICD and ROA are negatively related. These 

finding aligns with the study of Okafor and Oshodin (2012) that a positive significant 

relationship existed between profitability and companies’ contribution towards community 

development. Likewise, Iqbal et al. (2013), and Register (2018), found that environmental 

accounting implementation is significantly impacted by environmental performance and 

environmental information disclosure. Also, Malik and Nadeem (2014) found that a positive 

relationship existed between CSR and ROA. Similar assertions had been gathered from various 

scholars’ that corporate social responsibility which involves investment in community 

development has a profound positive impact on corporate financial performance of Nigerian 

firms’ ability to remain in business (Adediran & Alade, 2013;Ebiringa et al., 2013;Garriga & 

Mele, 2004; Ilaboya & Omoye, 2013; Iqbalet al., 2013; Makori & Jangogo 2013; Mousa & 

Hassan, 2014; Okafor & Oshodin, 2012;Oroxom et al., 2018;Santos & Brito, 2012). This negates 

the agency theory which substantially aligns with empirical studies of Alade and Adediran 

(2013) and Malik and Nadeem (2014). 

 

Further, the fact that this paper result showed that a negative relationship existed between the 

explanatory variables, ROA supports the findings of Egbe and Paki (2011) that, the CSR 

undertaken by SPDC in oil host communities are inadequate and there is need for improvement 

for the desired impact to be made in these communities and on the oil firm. Thus, scholars are of 

the opinion that the overall interest of stakeholders rather than the narrow interest of the 

shareholders are of importance to the measurement of corporate performance (Ayuso et al., 

2007; Harrison & Wicks, 2013; Smith, 2011; Sobrasuaipiri, 2014). However, this position would 

eventually affect ROA negatively due to community instability as a result of what Olujimi et al. 

(2011) identified to be a large scale environmental pollution and degradation of agricultural land 

and water which serves as sources of income to the people. Therefore, the researchers position in 

this paper aligns with previous findings that since an organization does not exist in a vacuum, it 

must collaborate with its host communities for a sustainable development that would in turn 

guarantee its business success (Anochie & Oyinye, 2015;Ligi, 2014;Miles, 2012; Noodezh & 

Moghimi, 2015). As such, Ite et al. (2015) and Okafor and Oshodin (2012) postulated that 
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favorable relationship existed between profitability and companies’ contribution towards 

community development  

 

5.  CONCLUSION AND RECOMMENDATION 

On the basis of the findings and conclusion derived from this study, the following 

recommendations are offered to address the issue of investment in community development and 

return on assets: More viable strategies that would ensure investment in community development 

in the host communities/ region should be explored by the oil multinationals. The corporate 

social responsibility investment should be redirected to achieve the desired effect on return on 

assets of the multinational oil companies. Also, there should be improved companies’/host 

communities’ liaison that would lead to sustainable development which would in turn guarantee 

enabling business operating environment in the region. 
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Abstract 

The study examined the effects of employees’ commitment on organizational 

performance of a Coca Cola bottling company in Kaduna. The total population of the 

staff in Coca Cola bottling company, Kaduna is 120 which will form the sample size to 

be used as respondents for the survey. Data were obtained from respondents from each 

cadre of the organization which comprised of junior, senior and management staff; from 

120 well-structured questionnaires distributed to the respondents only 100 

questionnaires were validly returned. Data collected were presented using frequency 

distribution, means, standard deviation and t-statistics. The study showed that 0.01% 

increase in employees’ commitment might lead to 0.78% increase in effectiveness and 

efficiency in an organization. Findings shown that employees with high commitment in 

terms of prompt attendance to customers’ needs, prompt attention to customers’ 

complaints and better customer relations were the determinant of the extent an 

organization might increase its performance. More so, the finding shown that employee 

commitment could enhance better productivity by reducing wastage associated with 

production processes. The study however recommended that management should 

endeavor to recruit employees’ that are committed, motivate them and give them the 

sustainable support to attain improvement in overall performance of the organization.  

 

Keywords: Employee, Commitment, Organization, Performance, Productivity 

 

1.  INTRODUCTION 

Today’s business environment is characterized with instability and dynamism where employees’ 

commitment must be greatly treasured by the organizations because it helps in realization of 

organizational goals and objectives (Liem, Hien & Ntim 2020). The study looked into how 

employees’ commitment influences the overall performance of Coca Cola bottling company, 

Kaduna, Nigeria. Organizational performance can be enhanced as a result of an employee’s 

attitude to work, leadership style and the level of their participation in decision making, either 

directly or indirectly (Dariush, Choobar, Valadhi, Mehrali 2016). Employee tends to be 

committed to decision they were involved in making than those ones that were imposed on them 

(Zin & Talet 2016). 

 

Organizational performance is viewed as the outcome of committed employee effort. In a 

situation where employees’ are ready to go extra mile in achieving organizational goal, then 

favourable organizational performance will ensue (Lara & Luna-Arocas 2020; Almutairi, 2020). 

Business owners have come to realized that the productivity of workers has great influence on 

organizational performance (Ajila and Awonusi, 2004; Zheng, 2010; Osborne & Hammoud 

2017). 

mailto:christolad1124@gmail.com
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In an era of limited resources (materials, men, machines, money, time and technology), 

employees in all functional areas should be compelled to minimize the expenses of achieving 

their objectives but not at the detriment of quality standard in the organization (Sweis, Ismaeil, 

Obeidat, & Kanaan, 2019). According to Lee (2000); Neher & Maley (2019) it has been noted 

that no performance improvement strategies are extremely perfect; it is therefore paramount that 

top management should support, use and implement the feedback by taken proactive steps to 

facilitate the success of various performance improvement strategies that are being put in place.   

 

Management would like its employees to take cognizance of organizational culture such as 

values, beliefs, norms and artefacts and inculcate its culture in its employees (Ajayi, 2018). This 

will enable the employees to get familiar with the organizational system and be committed to it.  

During  this  process of  explanation,  the  employees  learn more  about  the organizational  

culture  and  decides  whether  he can  cope  with  it  or  not (Osborne & Hammoud 2017; Ajayi 

2018). Performance connotes the rate of completion of a set goal by an individual or team in a 

particular organization at a given period of time (Cascio, 2006; Pradhan, & Jena 2016). 

 

Employees’ commitment has a consistent element which make most workers consciously decide 

to be loyal, then they carefully plan and carry out the activities required to fulfil them (Meyer & 

Powell, 2014; Osborne & Hammoud, 2017). Most workers exert their efforts with high 

expectation of getting reasonable value such as favours, recognition, affection, gifts, attention, 

goods, money and property in exchange for their commitment (Pradhan & Jena 2016). Hence, 

the study focuses on the effects of employees’ commitment on organizational performance of a 

Coca Cola bottling company in Kaduna, Nigeria. 

 

Objectives of the Study 

The main objective of this study is to examine the effect of employees’ commitment on 

organizational performance. The specific objectives are to: 

i. identify the impact of employees’ commitment on effectiveness and efficiency of Coca 

Cola bottling company, Kaduna. 

ii. determine the relationship between employees’ commitment and performance of Coca 

Cola bottling company, Kaduna. 

 

2. LITERATURE REVIEW 

Concept of Employee Commitment 

Commitment is the link or ties an employee experience with his organization and it is a state of 

being dedicated to a cause or activity (Lockwood 2007, Al-Jabari, & Ghazzawi 2019). Generally 

speaking, a committed employee will naturally feel glued to the organization; have a feeling of 

belongingness and perfect knowledge of the organizational goals. Real commitment of an 

employee takes place on the basis that he has knowledge of the policy, procedures and practices 

of the organization and its potential opportunities.  

 

An occupied employee is a committed employee in the sense that he will have a clear idea about 

the company’s goals, objectives and its strategies; know company’s culture and its expectations 

from them (Peterson & Xing, 2007  cited in Fu, He, & Zhang, 2020). 

 

Employee commitment can be viewed in three aspects: continuance commitment, affective 

commitment and normative commitment (Meyer, Stanley, Herscovitch, & Topolnytsky, 2002 

cited in Fu, He, & Zhang, 2020; Almutairi, 2020). Continuance commitment is the degree at 

which an employee considers leaving as the one that cannot lead to better life different from 

current situation (Al-Jabari, & Ghazzawi 2019). Employee with continuance commitment 
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considers that life will not necessarily change for better if he decides to leave the organization. 

He/she is a non-satisfied worker that may not be proactive in productivity and he is not an asset 

to the organization.  

 

Affective commitment is the extent at which an employee wishes to stay with the organization. 

This shows the level at which employees feel that they fit into the organization after putting the 

culture of the organization side by side with their own values or interests. Affective committed 

employee will be ready to act on behalf of the organization and stand by it because they feel 

treasured and they are also ready to add value to the organization as a valuable asset (Meyer, 

Stanley, Herscovitch, & Topolnytsky, 2002; cited in Fu, He, & Zhang, 2020).  

 

Normative commitment employee feels he should stay with the organization because the 

company had sponsor them for a particular training where they have acquired more knowledge 

and skills in which they have not actually worked to impact those skills in others, leaving them 

after gotten the knowledge may bring a serious damnable effect on the organization, like getting 

another person trained with the cost implication (Meyer, Stanley, Herscovitch, & Topolnytsky, 

2002) cited in (Fu, He, & Zhang, 2020).Nevertheless, organizations should take cognizance of 

each type of commitment in their employee and make every effort to encourage affective 

commitment (Suryani, 2018).  

 

Employees’ commitment has tendency of reducing labour turnover and tardiness (Irefin & 

Mechanic, 2014). Committed employee will be interested in getting sustainable productivity and 

think of what he can do for the organization rather than thinking of what the organization can do 

for him/her. Committed worker will be ready to do overtime with or without financial 

implication to bring the organization to the limelight of greatness Katz & Kalhn (1978) cited in 

Papori and Debraj (2012). 

 

Employees with low commitment tend to be less productive and highly committed workers will 

daily improve the performance of their activities Hanaysha & Majid (2018). Every business 

owner desires growth and survival which depend largely on the commitment of the workers and 

leadership style. For instance, an introvert worker under a leader that is using laissez faire style 

may not be committed if compared to a leader that is authoritative in nature (Dariush, et al., 

2016). At times, a worker may want to be committed to the organization because of the 

immediate boss that usually recognizes his performance and always give him opportunity to 

participate in decision making. Other major things that usually contribute to the level of 

commitment of an employee is personal attitude to work, age, tenure in service, current salary, 

degree of attachment and loyalty among others Akintayo (2010) cited in Anwar (2016).  

 

Hiring employee with tendency of high commitment will help the organization to achieve the set 

goals, though getting the employees that are not interested in other job offer may be very 

difficult but such type of workers are needed to improve the organizational performance (Lara & 

Luna-Arocas 2020; Almutairi, 2020). Since the effort exerted by all the employees within the 

organization is largely a determinant of organizational performance, there is need to ensure that 

everything is put in place to enable employee put significant part of their effort to the task given 

so as to accomplish them as scheduled. Committed employee will always want to manage the 

time at his disposal which will enable him accomplish the assignment given (Phipps, Prieto & 

Ndinguri 2013; Pradhan & Jena 2016). 
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Concept of Organizational Performance 

Performance refers to the extent of accomplishment of the vision, mission and goals at place of 

work that builds up an employees’ job (Cascio, 2006). Assessing organizational performance is 

an important facet of strategic management; managers must know how well their organizations 

are performing by assessing their employees’ commitment to the goals, vision and mission. 

According to Richard, Devinney, George and Johnson (2009), organizational performance 

encompasses three specific areas of firm outcomes: financial performance (profits, returns on 

assets, return on investment); product market performance (sales, market share); and shareholder 

return (total shareholder return, economic value added).  

 

Lebans and Euske (2006) cited in Ajayi (2018) provided a set of descriptions to illustrate the 

concept of organizational performance: 

• Performance is a set of reward indicators which offer information on the degree of 

achievement of objectives and results. 

• Performance may be explained by using an essential model that describes how current 

actual results can work contrary or in support of the set standard in the nearest future. 

• Performance is not fixed; therefore, it requires result and analysis of the result. 

• Performance could be understood in another way, depending on the person involved in 

the evaluation of the organizational performance. 

• To define the concept of performance, it is necessary to know its elements characteristic 

to each area of job. 

• To describe an organization’s performance level, it is necessary to be able to evaluate the 

result. 

 

Employee Commitment and Organizational Performance 

Employee Commitment seems to be a significant factor in achieving organizational success 

(Peace & Mohammed, 2014; Ehijiele, 2019). An individual with low level of commitment will 

only complete the work given; he is not ready to be a diplomat by given their heart into the 

vision and mission of the organization (Andrew, 2017). Employee with low level of commitment 

value their personal interest above the organizational goal as a whole (Andrew, 2017); workers 

who are not committed to the organizational goal are likely to view themselves as a non-satisfy 

workers and they keep eyeing any available opportunity to leave an organization for a better 

offer elsewhere. In contrast, employees with high commitment to an organization see themselves 

as belonging to or part of the success story of the organization. Anything that enhances the 

surviving rate of the organization brings enthusiasm to them to be more committed. Such 

employee will be actively involved in taking the growth of the organization as his personal 

growth with the level of his loyalty to the policies, practices and goal of the organization. 

 

Empirical Review 

Khan, Ziauddin, Jam, and Ramay, (2010) carried out a research on the impact of employee 

commitment dimensions on employee job performance. They sampled opinion of both public 

and private employees of oil and gas sector in Pakistan. Their finding was that employee 

commitment is a major determinant of employee’s job performance. Thus, khan et. al. 2010; 

Rumi, 2016 stated that managers being saddled with management functions need to be devoted 

to the factors influencing the employee commitment so as to increase employees’ performance 

and subsequently increase organizational productivity. 

 

Habib, (2010) investigated the relationship between job fulfillment and job performance, effect 

on employee commitment and mind-set towards work and performance using a survey data 
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collected from 310 employees of 15 advertising agencies of Islamabad (Pakistan). They 

established that employees with high spirit of commitment perform better and employees having 

good attitude to work are highly satisfied compared to employees who are less committed 

towards their work (Lee & Raschke 2016; Vardhney, 2019). 

 

4. METHODOLOGY 

A total of one hundred and twenty (120) respondents were selected for the survey. The sampling 

technique used was convenience sampling. Data were obtained from respondents from each 

cadre of the organization which comprised of junior, senior and management staff. In addition, 

from the 120 well-structured questionnaires distributed to the respondents only 100 

questionnaires were validly returned. The remaining twenty questionnaires were not properly 

filled and were not valid. Data collected were analyzed using regression analysis derived from 

EVIEW statistical tool, which generated the means, standard deviation, t-statistics and Durbin 

Watson Statistics. The hypotheses of this research were tested at 5% level of significance.  

 

4. ANALYSIS OF DATA AND DISCUSSION OF FINDINGS 
Test of Hypothesis 
Tables 1 and 2 presented the results of the test statistics computed for the null hypothesis one. In 

table 1, the regression coefficient obtained for employees’ commitment (EMPCOMM) in the 

company was 0.781724 which was positive. This revealed that there was a positive correlation 

between employees’ commitment and effectiveness and efficiency of the company. The 

implication of this was that a 1% increase in employees’ commitment in the organization might 

lead to 0.78% increase in effectiveness and efficiency. In fact, the p-value of the t-statistics 

computed for employees’ commitment of 0.0000 was less than the critical value of 5%, this 

implied that the null hypothesis which stated that employees’ commitment has no significant 

effect on efficiency and effectiveness of the company was rejected. Hence, employees’ 

commitment has significant effect on effectiveness and efficiency of the company. The  

employees’ commitment in terms of prompt attendance to customers’ needs, prompt attention to 

customers’ complaints and better customer relations had been found to determine the extent an 

organization might be effective and efficient.  The P-value of the F-statistics computed for the 

test of 0.000 was less than the critical value of 5%. The implication of this was that the joint null 

hypothesis which stated that employees’ commitment have not improved effectiveness and 

efficiency was rejected.  

 

Resultantly, the coefficient of determination obtained for the test re-affirmed the fact that 

94.34% of effectiveness and efficiency gained by the company was as a result of employees’ 

commitment in the organization. The Durbin - Watson statistics computed for the test parameters 

showed that the parameters were free from serial auto-correlation. 

 

Hypothesis One (H1): Employees’ commitment has significant effect on effectiveness and 

efficiency of the Coca Cola bottling company. 

 

Table 1: Panel Least computed for test of Hypothesis one  
Dependent Variable: EFFEFFI   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 19.63863 34.785494 0.564564 0.2453 

EMPCOMM 0.781724 0.090670 8.621639 0.0000 
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 Effects Specification   

     
     Cross-section fixed (dummy variables)  

Period fixed (dummy variables)  

     
     R-squared 0.943415     Mean dependent var 24.00000 

Adjusted R-squared 0.936782     S.D. dependent var 25.63082 

S.E. of regression 9.900873     Akaike info criterion 7.666448 

Sum squared resid 3430.955     Schwarz criterion 8.240055 

Log likelihood -176.6612     Hannan-Quinn criter. 7.884881 

F-statistic 20.95557     Durbin-Watson stat 1.617130 

Prob(F-statistic) 0.000000    

     
     Source: Researcher’s computation, 2018 

In Table 2 below, the Granger causality test obtained indicated the fact that employees’ 

commitment did granger cause effectiveness and efficiency. This assertion was premised on the 

fact that the P-value of the F-statistics calculated for the test of 0.000 was less that the critical 

value of 5%. It was reasonable to assert that there was a one-way directional relationship 

between employees’ commitment and effectiveness and efficiency.  

Table 2: Granger causality test  
Pairwise Granger Causality Tests 

    
     Null Hypothesis: Obs F-Statistic Prob.  

    
    EMPCOMM does not Granger Cause EFFEFFI  30 11.16812      0.0000 

 EFFEFFI does not Granger Cause EMPCOMM  5.49667 0.0105 

    
    
Source: Researcher’s computation, 2018 

 

Test of Hypothesis Two 

Commitment of employees in an organization deployed in distributing its resources among 

scarce resources would massively help in improving the company performance. Employees’ 

commitment could enhance better productivity by reducing wastage associated with production 

processes. Table 3 and 4 presented the results of the Panel Least Square and Granger Causality 

tests computed for the null hypothesis two. In Table 3, the regression coefficient obtained for 

employees’ commitment of 0.98 showed an existence of a positive relationship between 

commitments and productivity. The implication of this was that a 0.1% increase in employees’ 

commitment in the company might lead to 0.98% increase in productivity of the company. Also, 

the p-value of the t-statistics computed for the test item of 0.0000 was evident that the null 

hypothesis which stated that employees’ commitment was not significant on improved 

productivity was rejected. It was reasonable to assert that employees’ commitment was 

significant in improving productivity. 

 

In addition, the p-value of the F-statistics calculated for the test of 0.000 was less than the critical 

value of 5%. Hence, it might be inferred that employees’ commitment would improve 

productivity. All other test obtained such as coefficient of determination (R2), Durbin-Watson 

statistics, AIC, SIC and HQC re-affirmed the fact that employees’ commitment was a good 

predictor variables for improved productivity. For instance, the coefficient of determination (R2) 

obtained of 0.9085 confirmed that 90.85% of improved productivity in the company was as a 

result of appropriate commitment. The Durbin-Watson statistics computed of 1.723133 indicated 

that there was no serial correlation among the variables of the test. 
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H2: Employees’ commitment has significant impact on organizational performance  

 

Table 3: Panel Least Square for testing the Hypothesis Two 
Dependent Variable: IMPROD   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     EMPCOMM 0.982145 0.068586 14.319905 0.0000 

C 22.06523 44.246465    0.498689  0.3456 

     
      Effects Specification   

     
     Cross-section fixed (dummy variables)  

Period fixed (dummy variables)  

     
     R-squared 0.908527     Mean dependent var 24.04000 

Adjusted R-squared 0.871937     S.D. dependent var 25.05094 

S.E. of regression 8.964692     Akaike info criterion 7.467790 

Sum squared resid 2812.799     Schwarz criterion 8.041396 

Log likelihood -171.6947     Hannan-Quinn criter. 7.686222 

F-statistic 24.83035     Durbin-Watson stat 1.723133 

Prob(F-statistic) 0.000000    

     
     Source: Researcher’s computation, 2018 

 

Table 4: Granger Causality Test for Hypothesis Two 

The Granger Causality test result presented in Table 4 revealed that employees’ commitment did 

granger cause improved productivity. This inferred was based on the fact that the P-value of the 

F-statistics calculated for the test of 0.0289 was less than the critical value of 5%. Therefore, it 

would be essential to assert that there was a one way causality relationship between employees’ 

commitment and improved productivity in the company.  
 

Pairwise Granger Causality Tests 
    
     Null Hypothesis: Obs F-Statistic Prob.  

    
    
 EMPCOMM does not Granger Cause IMPROD  30  5.22505 0.0127 

 IMPROD does not Granger Cause EMPCOMM  4.09808 0.0289 

    
Source: Researcher’s computation, 2018 

 

5. CONCLUSION AND RECOMMENDATIONS 

This study concluded that employees’ commitment of the Coca Cola bottling company can be of 

enormous help to improve and sustain performance of the organization. The study also shown 

that the rate at which the employees’ are being effective and efficient can determine the level of 

their productivity over a given period of time. 

 

Given the roles that the employees’ commitment played in increasing the productivity, 

management should endeavor to recruit employees’ that are committed, motivate them and give 

them the sustainable support to always get improved performance. Management should let it be 

its priority to always employ committed workers that will utilize the resources of the 

organization effectively and efficiently so as to improve overall performance of the organization.  
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This study helped to know that employees’ commitment contribute immensely to the increase in 

productivity and how effectiveness and efficiency will bring improvement to the organizational 

performance. 
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Abstract 

This paper explores the influence of socio-cultural environment dimensions on 

international marketing effectiveness in the pharmaceutical industry in Nigeria. The 

study adopts cross-sectional survey research design with the target population 

comprising 140 managerial staff of selected pharmaceutical companies in Ogun state, 

Nigeria. Taro Yamane formula was used to determine a sample size of 104. A 

structured questionnaire was designed to collect primary data. Thus the scale is reliable 

and consistent. Descriptive statistics was conducted to present the respondents 

demographic characteristics while linear regression was used to test the formulated 

hypothesis. The finding reveals that socio-cultural environment dimensions have 

significant effect on successful implementation of an international marketing campaign 

(Adj. R2= 0.761, β= 0.600 p < 0.05). The study recommends that Pharmaceutical 

companies in Nigeria should anticipate the key socio-cultural factors in each host 

country separately in order to evaluate the actual performance of foreign subsidiaries 

and their managers before seeking international expansion. 

 

Keywords:Socio-cultural environment, Culture, Language, Religion, International 

marketing effectiveness. 

 

1.  INTRODUCTION 

International marketing requires a firm to understand the requirements associated with servicing 

customers locally with global standard solutions or products, and localizes that product as 

required to maintain an optimal balance of cost, efficiency, customization and localization in a 

control – customization continuum to meet local national and global requirements (Doole & 

Lowe, 2004). No doubt, majority of business operators globally are constantly seeking 

international involvement due to the saturated nature of the home market and also an avenue to 

utilize excess capacities. The international market can be profitable, as it can also be detrimental 

to business growth if not managed effectively and efficiently well. More so, adequate attention 

must be given to current international market trends (socio cultural, Economic, technological 

etc.) for a successful international marketing campaign. The pharmaceutical industry in Nigeria 

is large, with over 120 pharmaceutical producers and predominant indigenous ownership as of 

2011 (Obukohwo, Olele &Buzugbe, 2018). Similarly, the Nigerian pharmaceutical sector has the 

potential to be a leader in the production and distribution of pharmaceuticals Sub-Saharan Africa, 

mailto:olatundedairo2018@gmail.com
mailto:aliuodunmbaku@gmail.com
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with nine Nigerian pharmaceutical firms (Drugfield Pharmaceuticals Ltd, Emzor Pharmaceutical 

Industries Ltd, Evans Medical Plc, Fidson Healthcare Plc, GlaxoSmithKline Nigeria, May & 

Baker Nigeria Plc, Mopson Pharmaceutical Industries Ltd, Neimeth International 

Pharmaceuticals and PZ Cussons Plc) exporting their products to various ECOWAS countries 

(Obukohwo, Olele & Buzugbe, 2018). This has further boost the sector international 

involvement as majority of local manufactured goods are exported to neighboring countries after 

adequate consideration of international market trends in the host country which are capable of 

influencing the product acceptability. However, the overall effectiveness of a successful 

international marketing campaign can be measured on how effectively the business understand 

and analyze a predominant environment issues i.e. socio-cultural factor affecting its performance 

especially when product acceptability is put into consideration. 

 

One of the significant components of the business environment is a socio-cultural environment.  

The socio-cultural environment is a combination of social and cultural factors.  Due to the strong 

interaction that exists between them, it is very difficult to assess their separate influence on the 

business operation of pharmaceutical companies in Nigeria.  The socio-cultural factors are one of 

the main environmental factors that significantly affect the economic activities of multinational 

companies and their performance as well. Pharmapproach (2020) concluded that unfair 

competition by imported products and multinationals; Very high demand of industrial conditions 

and standards required for both raw materials, dosage form processing, equipment and 

processing environment among others are challenges encountered by international 

pharmaceutical companies in Nigeria. However, for sometimes, pharmaceutical companies in 

Nigeria have been experiencing poor sales of its products in the global market place as a result of 

unfavorable external business environment owing to the effect of covid-19 pandemic which have 

deeply affected business operations globally. Similarly, inability of the products to face other 

competing ones in the market place due to a lack of standard equipment for production and 

storage of pharmaceuticals is yet another critical factor that has continued to hinder the growth of 

pharmaceutical companies in Nigeria in face of both local and international competition 

(Obukohwo, Olele & Buzugbe, 2018). In addition, a number of researchers have conducted 

studies in exploring the sustainability and capacity utilization of pharmaceutical companies in 

Nigeria (Ogaji & Alawode 2014; Olugbenga 2010; Ugbam & Okoro, 2017). These studies 

adequately analyze growth and development of pharmaceutical companies in Nigeria, putting 

into consideration various factors affecting the sector productivity and as well defining the scope 

of competition in the local market but without thorough evaluation of critical issues that are 

capable of influencing product acceptability when such companies are seeking global expansion. 

No known study have examined the effect of social cultural environment on the business 

performance of multinational pharmaceutical companies in Nigeria with special emphasis to 

Ogun state, Nigeria. Exploring this research void, the study takes a critical look at current 

knowledge and empirical findings in the context of Nigerian pharmaceutical companies. 

Therefore, this research is intended to fill an existing void and lead to knowledge frontiers. Thus, 

this paper explore the influence of socio-cultural environment dimensions on international 

marketing effectiveness in the pharmaceutical industry in Nigeria. The below stated hypothesis 

will be tested to make necessary conclusion and recommendations: 

HO: Socio-cultural environment dimensions (Culture, language and religion) has no influence on 

international marketing effectiveness in the pharmaceutical industry in Ogun state, Nigeria. 

 

2.  LITERATURE REVIEW 

The literature explores issues that relate to Socio-cultural environment (Culture, language and 

religion) and international marketing. 
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Socio-Cultural Environment 

Socio-cultural climate is a collection of people's values, traditions, habits, and activities. Foreign 

businesses also require a study of the socio-cultural landscape before entering their target 

markets. Society and culture influence any part of the multinationals' business abroad.  Although 

society and culture are not directly included in business operations, they appear indirectly as key 

elements in shaping how the business is managed from what goods are produced, and how and 

by what means they will be sold, in setting managerial and operational patterns and in 

determining the success or failure of foreign subsidiaries. In order to expand their business 

activities, multinational companies should therefore be conscious of prevailing attitudes, values 

and beliefs in each host country. Differences in attitudes and values among management of a 

parent company and expatriate managers at the subsidiary level on the one hand, and managers 

and employees in host countries, on the other can contributes to services functional problems 

(Ajami & Goddard, 2014). Social cultural dimensions for the purpose of this study includes 

culture, language and religion 

 

According to House, Javidan, Hanges & Dorfman (2011), culture is defined as shared motives, 

values, beliefs, identities, and interpretations or meaning of significant events that results from 

common experiences of members of collectives and are transmitted across age generations”.  In 

general, culture is considered as the accepted behaviours, customs and values of a given society 

(Dlabay & Scott, 2012).  A number of components can be viewed as cultural elements. These 

components emerge and are linked to people's beliefs and behavior. From the viewpoint of 

multinationals, a community of every foreign country influences their business activities through 

its elements. Culture has a real and widespread influence on the operation of multinational 

companies.  

 

 There are more than one cultures impacting multinational companies at a time. They are 

exposed to different national cultures through their subsidiaries, located in different countries. 

Consequently, a certain multinational company is building its corporate culture on the basis of 

the cultural difference between the countries in which it operates. It is therefore very important 

for multinationals to adapt their production, marketing and sales activities according to the 

culture of the country in question. However, cultural differences between different national 

countries are often quite challenging for multinational managers, in order to successfully perform 

many managerial tasks, it is very important for them to acquire a cross-cultural competence.  

Successful multinational companies develop acceptance and understanding of cultural diversity 

among countries and learn how to take advantage of opportunities and cope with disadvantages 

that arise from different national cultures (Early & Mosakowski, 2004).   

 

The diversity of languages between countries abroad is a source of many challenges for 

multinational companies. Although there is a propensity to embrace English as a common 

business language, companies are aware that it also creates local resistance in many countries 

where business communication is complicated by non-verbal language components.  Non-verbal 

communication creates difficulties for multinational companies due to various meanings of its 

elements in the separate countries such as eye contact, facial expressions, gestures etc. (non-

vocal elements of speaking) and pitch, volume, speaking rate etc (vocal elements of speaking) 

(Hargie, 2011).  From the multinational company's perspective, having good knowledge of the 

local language is very notable. The lack of knowledge of subsidiaries and their employees in 

local language.  Language problems can be reduced by naming expatriates to top managerial 

positions in the local subsidiary or nationals who have strong knowledge of the language and 

corporate culture of the parent company. The most common problem is that a large proportion of 

the employees of the parent company have little or no local language knowledge and that 
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contributes to reducing the parent subsidiary contact to the employees of the subsidiary who 

know the parent's language or the translators. 

 

Religion affects a multinational company and its operations, through its effects on people. For 

example, multinational companies should be aware of holidays of religions in every country in 

which they operate. Most Islamic countries during the month of Ramadan period have 

significantly lower productivity. Similarly, the rate of work in many Asian countries during the 

Chinese New Year celebrations is slow down. The situation is similar during the Easter period in 

many European countries as well (Parboteeah & Cullen, 2017).  In some countries, adherents of 

a particular religion are required to dress or preserve their physical appearance in a manner not 

suited to the standards and values of the company. Also, the products or ingredients used in 

manufacturing of multinational companies are prohibited in some countries. For instance, 

multinational companies cannot produce or sell pork products because pork and all that is 

associated with it is rigorously forbidden according to Islam (Ajami & Goddard, 2014). 

 

International Marketing 

International marketing meets the needs of selected foreign countries where a company’s value 

can be exported and there is inter-firm and firm learning, optimization and efficiency in 

economies of scale and scope (Cardon & Kirk, 2015).  The international market serves as an 

avenue for creative entrepreneurs to earn foreign income outside their country of existence.  

According to Kotler (2007), “International marketing refers to exchanges across national 

boundaries for the satisfaction of human needs and wants and the extent of a firm’s involvement 

abroad is a function of its commitment to the pursuit of foreign markets”.  The author stressed 

that the demands are tough and the stakes are high.  International business entrepreneurs are not 

only sensitive to different marketing environments internationally but also balancing marketing 

moves worldwide to seek optimum results for their businesses (Davis, Hmieleski, Webb & 

Coombs, 2017).   

 

Social Cultural Environment and International Marketing Effectiveness 

The activities in the international business environment make it highly competitive for many 

who want to venture in the international arena with their products due to dynamic nature of 

environment (Biraglia & Kadile, 2017).  Lim, Oh and De Clercq (2016) stressed that 

environmental factors are unpredictable and in most times form the basis for decision for local 

entrepreneurs to break into new untested markets which include exporting, foreign direct 

investment, joint venture and importing, all these options seem to tie their feasibility round what 

is obtainable in the market to break into (Van der Zwan, Thurik, Verheul & Hessels, 2016). 

Mahmoud and Muharam (2015) argued that a lot of factors considered to be important elements 

that account for the growth and remarkable performance of the entrepreneurial ventures in 

Nigeria are not directed towards international environmental factors.  Ayoade and Agwu (2016) 

assert that the effect of international marketing environment on business entrepreneurs are not 

completely clear.  This is because today's business operates in an era in which the greater part of 

social life is determined by global processes that dissolve national cultures, national economies 

and national borders.  The basic nature of marketing does not change from domestic to 

international marketing but marketing outside national boundaries poses serious problems such 

as dealing with multiple environments, managing operations in distant markets, optimizing 

businesses in more than one country and dealing with foreign nationals (Lim et al, 2016). 

Venturing into international market unlike domestic market requires operating simultaneously in 

more than one market environment, coordinating one’s business operations and using the 

experience gained in one country for making decisions in another country (Biraglia & Kadile, 

2017). 
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Empirical Review 

Social cultural environment has received major attention from scholars across globe owing to its 

relevance to the overall business performance both locally and internationally. A study 

conducted by Mutua (2013) concluded that education plays a vital role in passing and sharing 

culture. It was also discovered that new products introduced into the market and the way they 

were sold and marketed is largely influenced by culture. Ogaji and Alawode (2014) also asserted 

that the capacity utilization of the Nigerian pharmaceutical industry increased steadily but 

marginally over the period of 1984 to 2014. Furthermore, Ugbam and Okoro (2017) asserted that 

larger firms are more efficient in the pharmaceutical industry in Nigeria. This implies that 

smaller firms faced with stiff competition from rival firms will eventually wind up (Olugbenga, 

2010). Similarly, Azemina (2014) concluded multinational companies operate in different host 

countries around the world and have to deal with wide variety of economic, political, legal, 

socio-cultural and technological factors. One of the significant components of the business 

environment is a socio-cultural environment.  A socio-cultural environment is a combination of 

social and cultural; factors.  Due to the strong interaction that exists between them, it is very 

difficult to assess their separate influence on the business operation of multinational companies.  

The socio-cultural factors are one of the main environmental factors that significantly affect the 

economic activity of multinational companies and their performance as well.  Moreover, socio-

cultural factors are beyond the control of foreign subsidiaries’ managers.  In addition, Al-Karim 

(2015) found that it was found that language, religion, aesthetics, education, social organisations, 

law & politics, technology & material cultures and values & attitudes are the main elements of 

culture. Thus, International marketers have to consider all these elements before entering to any 

new market to operate their business. 

 

The purpose of this paper is to describe the influence of certain socio-cultural factors on the 

performance of foreign subsidiaries.  On the basis of the obtained results, the contribution of the 

paper is reflected in the determination of key socio-cultural factors that multinational companies 

should take into  The most influential cultural elements are language, religion, beliefs and ethnic 

values.  Multinational corporations should embrace the marketing concept in their operation, 

their promotion and products adapted to the environment.  The consumer should be receptive to 

other people’s way of life which leads to inter-cultural socialization while the government should 

promote mass literacy programme. 

 

Theoretical Framework 

This study was underpinned by two theories, namely; Relationship marketing theory and 

Hofstede’s cultural dimensions theory. These two theories have been adopted because of how 

they perfectly interact to explain in strong terms the influence of socio-cultural environment 

dimensions on international marketing. Hofstede’s cultural dimensions theory is a framework for 

cross-cultural communication, developed by Geert Hofstede.  It describes the effects of society’s 

culture on the values of its members and how these values relate to behavior using structure 

derived from factor analysis.  Hofstede developed his original model as a result of using factor 

analysis to examine the results of a worldwide survey of employee values by IBM between 1967 

and 1973, it has been refined since.  The original theory proposal four dimensions along which 

cultural values could be analysed: individualism-collectivism, uncertainty avoidance, power 

distance (strength of social hierarchy) and masculinity-femininity (task-orientation versus 

person-orientation).  Independent research in Hong-Kong led Hofstede to add a fifth dimension, 

long term orientation to cover aspects of values not discussed in the original paradigm.  In 2010, 

Hofstede added a sixth dimension, indulgence versus self-restraint. The six dimension model is 

very useful in international marketing because it define national values not only in business 

context but in general. The relevance of this theory to the study is that it tend to explain how 
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culture as a predominant socio cultural factor influences the overall effectiveness international 

marketing effort especially in areas of determining product acceptability or rejection. 

 

The adoption of relationship marketing theory as an underpinning theory for this study is that it 

is a form of marketing developed from direct response marketing campaigns which emphasizes 

customer retention and satisfaction rather than a dominant focus on sales transactions (Alexander 

and Schouten, 2002).  As a practice, relationship marketing differs from other forms of 

marketing in that it recognizes the long term value of customer relationships and extends 

communication beyond intrusive advertising and sales promotional messages (Aaker & 

Joachimsthaler, 2012). Relationship marketing relies upon the communication and acquisition of 

consumer requirements solely from existing customers in a mutually beneficial exchange usually 

involving permission for contact by the customer through an “opt-in” system (Adebisi, 2016). 

Maintaining effective relationship with customers enhance business success as previous research 

have shown that it is more profitable to serve an existing customers than new customer. This 

theory is relevance to the study as it explains how relationship with the international customers 

can be enhance through understanding the needs and wants of the customers by the multinational 

organizations. Culture, language and religion forms core customer belief system and attitude 

which is evident in what they purchase and where the purchase. Maintaining cordial relationship 

with the customers can be a very tedious task if the business fails to consider critical factors such 

culture, language and religion when designing its overall relationship marketing strategy as the 

success of an international marketing campaign depends on the extent of relationship between 

parties involved. 

 

3.  METHODOLOGY 

The study adopted cross-sectional survey research design with the target population comprising 

140 managerial staff of selected pharmaceutical companies in Ogun state, Nigeria. Taro Yamane 

formula was used to determine a sample size of 104. Stratified random sampling and 

proportionate techniques were used to group the sample to definite categories of senior 

managers, marketing managers and supervisors to ensure desired sample size in each stratum for 

adequate representation. A structured questionnaire was designed to collect primary data. 

Cronbach’s alpha typically ranges from 0 to 1. Internal-consistency reliability is usually 

considered to be acceptable when Cronbach’s alpha  ≥0.70. For this study, the Cronbach’s alpha 

value is 0.771, which is greater than the bench mark of 0.7. Thus the scale is reliable and 

consistent. Descriptive statistics was conducted to present the respondents demographic 

characteristics while linear regression was used to test the formulated hypothesis. Both analysis 

were done using Statistical Package for Social Sciences to measure the effect of the independent 

variable on the dependent variable. 

 

4.  FINDINGS AND DISCUSSION 

A total of 104 copies of the questionnaire were administered to managers of selected 

pharmaceutical companies in Ogun State, Nigeria, with a response rate of 91.3 per cent achieved. 

75 per cent of the participants were male. Nearly all respondents with a rating of 86 percent were 

married, and over 84 percent had a university degree. 8 % of respondents were managers, 14.9% 

were senior managers and 29% were administrators, while 48.1% were operational managers. 

The year of experience showed that majority (55%) of the respondents had spent more than 16 

years in the selected companies (see Table 1 in the appendix).  
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Table 2: Summary of regression analysis for the Effect Socio-Cultural Dimensions on 

International Marketing Effectiveness 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .483(a) .792 .761 .866 

Predictors: (Constant), SD 

 

 Coefficients (a) 

Model  

Unstandardized Coefficients 

Standardized 

Coefficients 

T Sig. B Std. Error Beta 

1 (Constant) 5.200 1.936  2.685 .008 

SD   .600 .548 .361 1.095 .005 

Dependent Variable: IM 

 

 

ANOVA (b) 

Model  

Sum of 

Squares Df Mean Square F Sig. 

1 Regression 31.879 1 33.900 12.200 .001(a) 

Residual 6.000 318 .758   

Total 6.900 319    

Predictors: (Constant), SD 

Dependent Variable: IM 

Source: Researcher’s Study (2020) 

 

The above statistical computations show that the R-squared value is 0.792. This implied that 

Socio-cultural environment dimensions has a direct influence on international marketing. It can 

however be inferred that Socio-cultural environment dimensions accounted for 79% of 

effectiveness of international marketing while the remaining 21% can be accounted for by 

factors outside the model. The R-squared value obtained is also in agreement with the F-statistic 

and t-statistic obtained in a and b above which show a good representation of its data. The 

residual value above has also helped to overcome the problem of autocorrelation.  

Model Specification 

Y = f(y1) 

X = f(x1) 

Y = f(X) 

Y = α0 + β1X1+ µ................................................................1 

Where:  

Y = International marketing (IM) 

and 

X1 = Socio-cultural environment dimensions (SD) (i.e. Culture, Language and Religion) 

 

The final regression model for this becomes: IM = α0 + β1X1+ µ = 5.200 + 0.600(SD). From this 

result, it showed that on aggregate of all measures for the variables social cultural environment 

has a positive and significant effect on International marketing effectiveness. Based on the 

decision that the null hypothesis should be accepted if β1≠0 and p < 0.05 H0 otherwise it has to 

be rejected; the null hypothesis is thus rejected. The study concludes socio-cultural environment 

dimensions (Culture, language and religion) has an effect on international marketing in the 

pharmaceutical industry in Ogun state, Nigeria. 
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The findings showed that Socio-cultural environment dimensions (Culture, language and 

religion) have significant effect on successful implementation of an international marketing 

campaign (Adj. R2= 0.761, β= 0.600 p < 0.05). From this result we can infer that adequate 

analysis of the socio-cultural environment by multinational organizations goes a very long way 

in determining the effectiveness of international marketing campaign especially when 

considering the acceptability of a newly introduced product in the foreign market. This finding 

agrees with the opinions of Azemina (2014) made a similar point when he asserted that influence 

of culture on the operation of multinational companies is real and widespread. The study also 

concluded that multinational companies are affected by more than one culture at a time. 

Similarly, The Study of Ugbam and Okoro (2017) supported the finding of the study by positing 

that from the perspective of the multinational company, it is very notable to have good 

knowledge of the local language. The lack of knowledge of a local language is reflected on the 

performance of foreign subsidiaries and their managers. Consequently, a certain multinational 

company builds its corporate culture based on the cultural differences that exist among the 

countries where it operates. Culture in particular country directly, or indirectly, reflect on the 

achieved performance of multinational companies. Based on all the given findings, it is therefore 

confirmed that Socio-cultural environment dimensions (Culture, language and religion) has an 

influence on international marketing in the pharmaceutical industry in Nigeria 

 

5.  CONCLUSION AND RECOMMENDATIONS 

Based on the findings generated from data analysis, the study concluded that there was a 

significant influence of Socio-cultural environment dimensions (Culture, language and religion) 

on international marketing effectiveness in the pharmaceutical industry in Nigeria. 

Pharmaceutical companies in Nigeria should anticipate the key socio-cultural factors in each host 

country separately in order to evaluate the actual performance of foreign subsidiaries and their 

managers before seeking international expansion. To enhance international access, 

pharmaceutical companies in Nigeria should develop and implement marketing strategies 

depending on the distribution standards of the product. This will further improve the products 

penetration rate on a global basis. 
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Appendix 
  Table 1: Descriptive Analysis of Respondents   

RESPONDENT’S POSITION FREQUENCY  PERCENTAGE 

Gender   

Male 73 75 

Female 25 25 

Total 98 100 

Marital Status   

Single 14 14 

Married 84 86 

Total 98 100 

Educational Background   

O.level 16 16 

University degree and above 82 84 

Total 98 100 

Position in the Firm   

Managers 8 8 

Senior managers 15 14.9 

Administrators 28 29 

operational managers 47 48.1 

Total 98 100 

Respondent’s Years of Experience   

1-8 20 20 

9-16 24 25 

16 years and above 54 55 

Total 98 100 

  Source: Field Survey (2020) 
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Abstract 

This paper investigate the influence of export marketing strategies on effectiveness of 

agricultural businesses in Sango Otta, Ogun state, Nigeria. The study adopted survey 

research design with the target population comprising of management and staffs in agro 

exporting firms in Sango-Otta, Ogun state Nigeria. The total sample size of the study 

was 110 selected using purposive and convenience sampling techniques. A structured 

questionnaire was designed to collect primary data. Descriptive statistics was conducted 

to present the respondents demographic characteristics while linear regression were 

used to test the formulated hypothesis. The findings revealed thatthere are positive 

influence of export marketing strategies on effectiveness of selected the Agricultural 

business in Sango Ota, Ogun State (Adj. R2= 0.829, β= 1.207 p < 0.05). The study 

recommended that agro exporting companies in Nigeria should evaluate its current 

strategic stance from time to time.  

 

Keywords:Export marketing strategies, Direct export strategy, Indirect export strategy, 

Organizational effectiveness. 

 

1.  INTRODUCTION 

The overall relevance of agricultural business as a whole to any nation is to facilitate seamless 

production and distribution of agro-commodities (i.e. locally and internationally); enhance 

sustainable growth and development through increase in gross domestic product (GDP); 

provision of employment opportunities; increase in foreign reserve among others. However, 

Agricultural businesses in Nigeria particularly in Ogun state is not without its challenges. For 

instance, as at the end of Q1 2020, Nigeria’s total foreign trade was estimated at N8.3 trillion, an 

18% decline when compared to N10.12 trillion recorded in Q4 2019 as Nigeria’s top 10 

agricultural exports hit N289.3 billion, as Sesamum seeds, Cocoa top list (Adesoji, 2020). The 

decline in the sector effectiveness can be attributed to unsound export marketing strategies which 

are adopted by agricultural exporting companies in Nigeria. Similarly, this decline can also be 

attributed to the earliest sign of covid-19 pandemic which have affected cross broader trade. 

More so, Agricultural commodities remains an essential commodities whose consumption is 

necessary from human existence. Despite the overall impact of covid-19 pandemic which have 

affected global economic generally, numbers of foreign owned agricultural companies declared a 

massive profit after tax on sells of agro-commodities as consumption increases than ever before. 

The right application of an efficient agro based export distribution strategies adopted these 

foreign companies accounted for the huge turnover experienced regardless the global meltdown 

(Adesoji, 2020). However, Nigeria's export marketing strategies remain uncertain to the 

agricultural industry and its foreign market output remains less than satisfactory considering the 
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capacity of agro exporting companies in the country. Smile & Danile (2014) asserted that 

adopting the right export strategy is presumed to be a success factor for the SMEs’ in the 

International markets.  Furthermore, Davide & Erdal (2014) affirmed that the business managers 

are responsible for making decisions that form the essential features of their firms’ exporting 

strategy development and implementation in terms of strategy selection, market segmentation, 

period of exporting, export market selection, degree of export dependence, designing and 

execution of export strategies in order to overcome a perceived impediment to exporting and 

attempt to maximise export objective function. Smile & Danile (2014) had earlier affirmed that 

international experience and entrepreneur orientation of owner/manager of business plays a key 

role in their firms’ export strategies development and firms’ export performance. However, it has 

been observed that organizations that export to foreign markets hire export marketing strategies 

to draw foreign purchasers of its goods. 

 

In today's dynamic global marketplace, formulating a successful marketing strategy has been of 

great importance. Over the years, successive Nigerian governments have developed and adopted 

a range of export strategies and policies to promote the Nigeria agricultural industry’s 

participation in export to foreign markets. The Nigerian Council for Export Promotion (NEPC) 

was granted a major role in the export growth and promotion policy in 1976. In 1991, The 

Nigerian Export-Import Bank (NEXIM) was established under the Structural Adjustment 

Program as an Export Credit Agency to promote export Trade (Isaac, 2012). Despite the 

Nigerian economies' public policy instruments, which are increasingly geared towards 

aggressively internationalizing the industry and competing in foreign markets, international 

market penetration remains a major challenge for most Nigerian agricultural industry (Love, 

2020). Therefore creating a gap in knowledge which needs to be address as far as agro-produces 

exporting is concerned in Nigeria particularly in Ogun State. In light of the foregoing, the study 

takes a critical look at existing knowledge and empirical results in the context of Nigeria’s 

agricultural industry while addressing the identified research vacuum. This research is therefore 

intended to fill an existing vacuum and lead to frontiers of knowledge. This paper thus examines 

the influence of export marketing strategies on organizational effectiveness in Nigeria’s 

agricultural industry. 

 

Research Hypothesis 

The hypothesis set out below will be tested to conclude and make recommendations as 

necessary: 

HO: Export marketing strategies has no influence on effectiveness of selected Agricultural 

businesses in Sango-Otta, Ogun State, Nigeria 

 

2.  LITERATURE REVIEW 

Product exports are one of the tactics that companies use to reach new markets when finding 

other adjacent opportunities. This provides the organizations with a forum for learning and acts 

as the cheapest way to reach a foreign market and gives the company a low risk which is quite 

convenient. Smile & Danile (2014) defined export strategies are the tools through which a 

company responds to the international market’s competitive conditions. It is a program for 

pursuing achievement export goals of the company and the best mode of penetrating segmented 

markets. Participating in the international market requires a strategic mode of penetrating. Export 

strategies involve identifying the target market and studying the business environment to 

determine the appropriate strategy for each market. 

 

Davide & Erdal (2014) contributes that export strategies are firm’s strengths in creating value 

and developing a unique product which meets foreign demands and earns the firm a competitive 
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advantage over competitors in the international markets. They are resources to build core 

competencies that allow the organization to focus its resources on the best opportunities on the 

international market with the intention of growing revenue and maintaining a sustainable 

competitive advantage. Huawei (2013) assert that export strategies are the direction finding 

activities such as selecting the best mode of foreign market entry and product markets. They are 

decisions made by corporations to determine the optimal mode of foreign market participation 

for business expansion. Export strategies involve decisions on where to export and what to 

export, product planning, pricing, promotion and distribution (Smile & Danile, 2014).  

 

Potential domestic exporters willing to engage in the international market must be familiar with 

different modes of foreign market entry and settle on the acceptable mode of entry, which is 

suitable for a particular business model and target market. By adopting the export mechanism, 

institutions have the ability to easily enter into an international market and needs no external 

buildings to be comfortably established there (Coleman, 2016). Similarly, Kolachi and Batavia 

(2012) that changes in global markets offer opportunities for domestic players to reach 

international markets, and in order to penetrate foreign markets, the contribution of export 

marketing to success needs to be examined and to what degree export output is affected by 

marketing strategy exporters adopting and what are the main marketing mix elements that 

influence export levels. Export strategies are roadmaps of how a firm assigns its resources relates 

to its environment and achieves corporate objective in order to generate economic value and 

keep the firm ahead of its competitors (Hultman, Robson & Katsikeas, 2011). These strategies 

can be categorized as direct and indirect export strategy based on the firm level of involvement. 

 

Direct exports are foreign transactions which directly relate to sales agents in the country of 

destination and do not require the company's physical presence to operate successfully. 

Legalities regarding these exported goods are taken as a sole responsibility of the sales outlet 

where they formalize all the operations and the certification of the product which puts the 

company in no risk position and liabilities are transferred to the sales outlet in the destination 

region (Coleman, 2016). Direct export requires a substantial commitment of management time 

and care to meet the company's export goals, optimum income and long-term growth. Direct 

exporting is favoured when the firm depends on its foreign market operations at a higher level, 

either wishes or needs to commit more resources in these operations and assume a higher level of 

risk which requires a relatively higher level of control (Atkin, Khandelwal & Osman, 2014). 

Licensing, joint venture, international distributors, strategic alliance etc. are examples of export 

marketing strategic options available under this method. 

 

Companies who adopt indirect export strategyoperate through other organizations to reach 

customers which opposes the direct strategy which deals straight with the customers through 

sales outlets (Coleman, 2016). Odularu (2010) contributes that indirect exportation enables firms 

to minimise investment, risk and financial commitment. In this strategy, businesses employ 

business operations in the destination area, they also use export management firms, export 

organizations and distribution chain branches, export and broker agents and corporate export 

organisations. Levi, Martin and Justus (2010) assert that indirect exporting mode can be 

simplified into five main categories. These are, trading companies, export management 

companies, piggyback and broker.  

 

Every business today, in a world of dynamic corporate climate, is seeking to gain dynamic 

advantage(s), perform better, and achieve efficiency and effectiveness regardless of scales and 

markets. To this end, it is critical for an organization to define its goals clearly and to know how 

to do it well with the use of available resources. Decision on the strategic entry model plays an 
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important part in the organization's potential success after it enters the market. It must be noted 

that entering into a new market have some level of effect on the organization’s performance 

(Peinado & Barber 2006). It is therefore critical that the right decision is taken as regards 

strategies for entering the international market.Thus, the effectiveness of the agricultural sector 

refers to how well the agricultural sector has done in its expectations or positions in the phase of 

growth (Nwora & Ngozi, 2017). Athina, Mathew, Stravroula, Constantinous (2014) conducted a 

study titled ‘Sustainable Export Marketing Strategy Fit and Performance’ in the United 

Kingdom. The study adopted secondary data. The result shows that various macro- and micro 

environmental factors are responsible for sustainable export marketing strategy adaptation, 

which shapes the export venture performance outcomes. The results indicate that sustainable 

export marketing strategy adaptation is the outcome of the differences between home and export 

markets in terms of economic and technological conditions, competitive intensity, customer 

characteristics, and stakeholder pressures. 

 

Moreover, the performance relevance of sustainable export marketing strategy adaptation 

requires adequate fit with these macro- and micro environmental factors.  David and Erdal 

(2012) explored a study on export experience of managers and the Internationalization of Firms 

in Denmark. The findings revealed that international experience together with other managerial 

characteristics, managers’ export experience based on his historical career determines firm’s 

decision to starts exporting and formulation of foreign market entry mode and overall export 

performance. Bill, Agnes and Felix (2010) examined the relationship between export strategy, 

implementation and export performance of developing country exporters; a case study of the 

Philippines. A survey instrument was adopted for primary data collection. The result revealed 

that performance is influenced directly by export strategies and other internal factors to the firm 

in terms commitment, competence, experience and export market related factors. The study 

further revealed that strategy implementation emerges as a mediating factor between 

competence, commitment and performance. Abel-Koch (2011) examined firm size and the 

choice of export mode, using data from the World Bank Enterprise Survey conducted in Turkey 

in 2008. The findings revealed that there is indeed a significant negative correlation between 

firm size and the relative importance of indirect exports as opposed to direct exports. Since 

indirect export mode are associated with lower fixed costs of gaining access to foreign markets, 

they are an attractive option for small and rather inefficient firms which want to export their 

goods to the international market. 

 

This study was underpinned by two theories, namely; Resource dependence theory and resource 

based view theory. Resource dependence theory was codified into a coherent theory by Pfeffer 

and Salancik (2008). The theory postulated that firms makes strategic and active choices to 

achieve it sets objectives. The scarcity of resources force multiple firms to seek new innovations 

that adopt alternative resources and compete for same or other similar sets of scarce resources. 

The performance of a firm depends on its ability to acquire and retain resources from other actors 

in its immediate environment. The choice of export strategy chosen by firms between direct and 

indirect export mode may be dependent on the extent to which the home market favours firm’s 

export activities. The greater the perceived favourability of the home market conditions, the 

more likely the SME is to export directly than to export indirectly. Huawei (2013) contends that 

firm’s export performance is dependent on the choice of export strategy adopted. However, 

export strategy formulation begins by exploring the firm’s internal resources. Valuable resources 

that are limited and not easily imitated and duplicated by rivals allow companies to gain a 

competitive advantage and achieve optimum performance in the international market. 
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The Resource-Based View (RBV) was developed by Barney (1986) and Wernerfelt (1984) based 

on Penrose's fundamental ideas (1959) in the theory of company growth, and Rubin (1973) in the 

theory of company expansion. Some authors have developed a framework where companies uses 

a resource based view (RBV) which are internally generated by the organization and use it to 

create a market barrier to achieve a competitive edge within the industry where they operate 

(Dhanaraj and Beamish, 2003) and Patterson and Cicic (1995) Organizational resources are the 

most valuable within the organizational settings and determines the viability, the value, how 

sustainable the organization is and among others (Ling-yee and Ogunmokun 2001; Barney 

1991). 

 

3.  METHODOLOGY 

The study adopted survey research design with the target population comprising of management 

and staffs in agro exporting firms in Sango-Otta, Ogun state Nigeria. The total sample size of the 

study was 110. Only few agricultural companies in Sango-Otta Ogun state engage in exporting 

their commodities across broader. Therefore, the 110 respondents were deemed suitable for such 

a study. There are two principal sampling techniques adopted for the analysis. These are 

purposive and convenience sampling techniques. The purposive sampling was adopted to sample 

the management of the selected companies whiles the convenience sampling was employed to 

select junior members (staff) of the firms. A structured questionnaire was designed to collect 

primary data. Cronbach’s alpha typically ranges from 0 to 1. Internal-consistency reliability is 

usually considered to be acceptable when Cronbach’s alpha  ≥0.70. For this study, the 

Cronbach’s alpha value is 0.797, which is greater than the bench mark of 0.7. Thus the scale is 

reliable and consistent. Descriptive statistics was conducted to present the respondents 

demographic characteristics while linear regression was used to test the formulated hypothesis. 

Both analysis were done using Statistical Package for Social Sciences to measure the effect of 

the independent variable on the dependent variable. 

 

4.  FINDINGS AND DISCUSSION 

A total of 110 copies of the questionnaire were administered to management and staffs in agro 

exporting firms in Sango-Otta, Ogun state Nigeria, with a response rate of 79.1 per cent 

achieved. From the table 1, 60 per cent of the participants were male. Nearly all respondents with 

a rating of 72 percent were married, and over 92 percent had a university degree. 62 % of 

respondents were management/senior staffs and 38 % were junior/causal staffs of the firms. The 

year of experience showed that majority (59%) of the respondents had spent more than 10 years 

in the selected companies.  

 

Table 1: Descriptive Analysis of Respondents 

 
RESPONDENT’S POSITION FREQUENCY  PERCENTAGE 

Gender   

Male 52 60 

Female 35 40 

Total 87 100 

Marital Status   

Single 24 28 

Married 63 72 

Total 87 100 

Educational Background   

O.level 7 8 

University degree and above 80 92 

Total 87 100 

Position in the Firm   

Managers/ Senior managers 54 62 
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Junior/causal staffs 33 38 

Total 87 100 

Respondent’s Years of Experience   

1-9 36 20 

10 years and above 51 59 

Total 87 100 

Source: Field Survey (2020) 

 

Summary of Regression Analysis for the Effect Export Marketing Strategy on 

Effectiveness of Selected Agricultural Businesses in Sango Otta, Ogun state 

In Table 2, the regression coefficient of R=.911 or 91.1% indicate that relationship exist between 

independent variables and dependent variable. The coefficient of determination R2 = 0.831 

which show that 83.1% of variation in agricultural business effectiveness is explained by export 

marketing strategy. The adjusted R-square in the table shows that the dependent variable, 

(effectiveness) is affected by 82.9% by independent variable (export marketing strategy). It 

shows that there are positive influence of export marketing strategies on effectiveness of selected 

Agricultural business in Sango Otta, Ogun State. 

 

Table 2: Export Marketing Strategy on Effectiveness of Selected Agricultural Business 

Model R R Square 

Adjusted R 

Square Std. Error of the Estimate 

1 .911a .831 .829 .40245 

a Predictors: (Constant), EMS 

Source: Researcher’s Study (2020) 
 

In Table 2b, the coefficient of determination for export marketing strategy is positive (1.207) and 

is highly significant (0.001) in agricultural business effectiveness. The p-value of 0.000 is less 

than the t-statistic value of 20.424 and the standard error value of 0.059. This implies that a unit 

increase in export marketing strategy will lead to 1.207 increases agricultural business 

effectiveness. Therefore, the null hypothesis is rejected and alternate hypothesis is accepted, 

which means that there are positive influence of export marketing strategies on agricultural 

business effectiveness. 

 

Table 2b: Coefficients of Determination 

 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

T Sig. B Std. Error Beta 

1 (Constant) -.288 .135  -2.125 .036 

EMS 1.207 .059 .911 20.424 .000 

Dependent Variable: OE 

Source: Researcher’s Study (2020) 

 

From table 2c, The Analysis of Variance (ANOVA) result determines the overall goodness of fit 

for the model. The ANOVA results from the table above indicate that the model is good and fit. 

Therefore it is appropriate to predict agricultural business effectiveness with export marketing 

strategy. Moreover, the result shows that F-calculated is greater than F-tabulated hence the 

relationship is significance as shown in the sig. (0.000<0.05). 
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Table 2c: ANOVA 

Model Sum of Squares Df Mean Square F Sig. 

1 Regression 67.566 1 67.566 417.159 .000b 

Residual 13.767 85 .162   

Total 81.333 86    

a. Predictors: (Constant), EMS 

b. Dependent Variable: OE 

Source: Researcher’s Study (2020) 

 

Discussion 

The findings showed that that there are positive influence of export marketing strategies on 

effectiveness of selected the Agricultural business in Sango Otta, Ogun State (Adj. R2= 0.829, β= 

1.207 p < 0.05). From this result we can infer that export marketing strategies are instruments for 

engaging and competing in the international market towards achieving export targets and 

international business effectiveness. This finding agrees with the opinions Coleman (2014) that 

company reputation, importers distribution network, personal contact with overseas distributors 

and export marketing knowledge, together with these production quality and systems quality 

management, quality assurance processes and others expertise were available in their firms give 

value to the firms to effectively compete in the export business therefore must be tactically 

looked at. Similarly, Woraphot (2009) discovered that there is a significant effect of export 

strategies and company performance of Thai processed agricultural exporter. The result 

established a positive relationship between export strategies such as joint venture and strategic 

alliance and the company’s performance in terms of sales, growth and customer performance. 

Based on all the given findings, it is therefore confirmed that that there are positive influence of 

export marketing strategies on effectiveness of selected the Agricultural business in Sango Otta, 

Ogun State  

 

5.  CONCLUSION AND RECOMMENDATIONS 

The study concluded that there are positive influence of export marketing strategies on 

effectiveness of selected the Agricultural business in Sango Otta, Ogun, Nigeria, based on the 

findings produced from data analysis. Therefore, it is recommended that agro exporting 

companies in Nigeria should evaluate its current strategic stance from time to time. As this will 

further increase the firm’s effectiveness and competitiveness in the dynamic global settings. This 

can be accomplished by the implementation of concepts of quality control and strategic 

management methods. Similarly, agro exporting companies in Nigeria should learn to analyze 

and evaluate their international competitor’s action as these give them a better competitive edge 

in the global market. 

 

 

REFERENCES 

Abel-Koch, J. (2011, March). Firm Size and the Choice of Export Mode. Paper presented at 

Johannes Gutenberg University Mainz, Germany. 

Adesoji, J. (2020). Nigeria’s top 10 agricultural exports hit N289.3 billion, as Sesamum seeds, 

Cocoa top list. Retrieved from https://nairametrics.com/2020/08/07/nigerias-top-10-

agricultural-exports-hit-n289-3-billion-as-sesamum-seeds-cocoa-top-

list/#:~:text=Upshots%3A%20Nigeria's%20Agric.,decline%20when%20compared%20t

o%20N10 



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

394 
 

Athina, Z., Mathew, R. J., Stravroula, S., & Constantinous, L. N. (2014). Sustainable export 

marketing strategy fit and performance. Journal of International Marketing, 22(4), 44-

66. doi:10.1509/jim.14.0063 

Atkin, D., Khandelwal, A., & Osman, A. (2014). Exporting and firm performance: Evidence 

from a randomized trial. International Business Journal, 2(3), 2-13. doi:10.3386/w20690 

Barney, W. (1991). Power, politics, and locality. Urban Geography, 12(6), 563-569. 

doi:10.2747/0272-3638.12.6.563 

Bill, S., Agnes, B., & Felix, M. (2010). Strategy, strategy implementation and export 

performance of developing country exporters: The case of the Philippines. International 

Business Journal, 7(4), 22-53. 

Coleman, F. (2016). Examining the export strategies and its effects on the performance of agro-

processing industry of Ghana (Master's thesis, Kwame Nkrumah University Of Science 

And Technology School Of Business, Ghana). Retrieved from 

http://ir.knust.edu.gh/bitstream/123456789/10543/1/COLEMAN%20THESIS%20FINA

L.pdf 

Dhanaraj, C., & Beamish, P. W. (2003). A resource-based approach to the study of export 

performance. Journal of Small Business Management, 41(3), 242-261. 

doi:10.1111/1540-627x.00080 

Huawei, Z. (2013). Strategic alliances and firm value creation in China. Strategic Management 

Journal, 1(2), 45-65. 

Hultman, M., Robson, M. J., & Katsikeas, C. S. (2011). Export product strategy fit and 

performance: An empirical investigation. Journal of International Marketing, 17(4), 1-

23. doi:10.1509/jimk.17.4.1 

Isaac, I. (2012). Effect of strategic alliance on the performance of manufacturing companies in 

Nigeria. International Business Journal, 12(2), 1-13. 

Kolachi, N. A., & Batavia, A. (2012). Impact of export marketing strategies on organizational 

Performance: Evidences from Pakistani textile sector. Interdisciplinary Journal of 

Contemporary Research In Business, 4(2), 72-80. 

Levi, B., Martin, O., & Justus, M. (2010). Firm competencies and export performance. A study 

of small and medium manufacturing exporters in Uganda. Small Business Management 

Journal, 2(3), 23-34. 

Ling-yee, L., & Ogunmokun, G. O. (2001). The influence of interfirm relational capabilities on 

export advantage and performance: An empirical analysis. International Business 

Review, 10(4), 399-420. doi:10.1016/s0969-5931(01)00023-3 

Love, C. (2020). Impact of selected agricultural policies and intervention programs In Nigeria 

– 1960 till date. Retrieved from https://www.irglobal.com/article/impact-of-selected-

agricultural-policies-and-intervention-programs-in-nigeria-1960-till-date/ 

Nwora, G. N., & Ngozi, E. (2017). Adopting Agricultural Marketing Approach for Improving 

Agricultural Sector Performance in Nigeria. IOSR Journal of Business and Management 

(IOSR-JBM), 4(3), 4-17. Retrieved from http://www.iosrjournals.org/iosr-

jbm/papers/Vol19-issue4/Version-3/B1904030417.pdf 

Odularu, G. (2011). Crude oil and the Nigerian economic performance. Oil and Gas 

Buisness, 1(3), 1-28. 

Patterson, P. G., & Cicic, M. (1995). A typology of service firms in international markets: An 

empirical investigation. Journal of International Marketing, 3(4), 57-83. 

doi:10.1177/1069031x9500300409 

Peinado, E. S., & Barber, J. P. (2006). Mode of entry in service firms: Strategic variables and 

characteristics of services influencing the internationalization process. Advances in 

International Marketing, 159-192. doi:10.1016/s1474-7979(06)17006-4 



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

395 
 

Pfeffer, J., & Salancik, G. R. (2008). The external control of organizations: A resource 

dependence perspective. Stanford University Press. 

Sala, D., & Yalcin, E. (2014). Export experience of managers and the internationalisation of 

firms. The World Economy, 38(7), 1064-1089. doi:10.1111/twec.12222 

Smile, S., & Danile, S. G. (2014). Innovation enhancement in family business SMEs in 

Ghana. International Journal of Innovation Science, 8(4), 388-403. doi:10.1108/ijis-07-

2016-0014 

Woraphot, K. (2009). Determinants of successful export marketing strategy in Thai processed 

agricultural products. RU International Journal, 3(1), 91-101. 

 
  



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

396 
 

IMPACT OF ANALYSIS OF INVESTMENT IN 

EDUCATION AND TRAINING ON ECONOMIC 

GROWTH AND DEVELOPMENT IN NIGERIA 
 

Kadir Mumini 
Department of Business Administration and Development 

School of Business Studies 

Federal Polytechnic Ede, Osun State 

Email: muminikadir@gmail.com 

 

Abstract 

The role of human resources management in economic development of any country 

cannot be overemphasized. Thus, education and training has been identified as the 

major components by which human capital can be enhanced. The paper highlighted 

some of the various ways education and training contributed to the development of 

human capital. The paper further discussed the nexus between human capital formation 

and economic growth and development. The paper concludes by identifying the major 

challenges confronting human capital formation in Nigeria. The paper, therefore, 

concluded and recommended that adequate investment be made in education and 

training in order to accelerate economic growth and development.   

 

Keywords: Human Resource Management, Education, Training, Economic 

Development etc. 

 

1.  INTRODUCTION 

Human capital development has been recognized as a path way to growth and development in 

Nigeria. A country blessed with vast resources, both human and physical, yet, no significant 

progress has been made in terms of growth and development.  the rate of growth is nothing to 

write home about. This may not be unconnected to non- utilization of existing resources or 

inadequate investment in the critical areas of development. Human capital as the name suggest 

relates to human that are put into productive use. Hence, education and training play a crucial 

role towards enhancing human capital formation which ultimately improve productive capacity 

to accelerate growth and development (Omojimike, 2010).  

 

The Nigeria reliance on technical-know how from other countries is the bane of its high level of 

unemployment, poverty and other problems confronting its citizen. This may not be unconnected 

to under-utilization and non-recognition of the important role played by education and capacity 

building in acceleration economic growth and development (Ojala, 2016).   Thus, there is   the 

need for government at all levels to take seriously investment in education, health and training 

through proper approach as this is the best way to develop its human resources.  

 

Available statistics show a significant decline in investment in education, health and training. For 

instance, the World Bank (2020) report identify a huge gap and decline in investment on 

education and health. It should be noted that the quality of human resources is enough to 

guarantee an improved system, but also the quantity is important for the attainment of maximum 

productivity. 

 

Fundamentally, human capital development  of any country depends on range  of factors.  

Therefore, adequate investment on education, and training are important bedrock or foundation 
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for any human capital formation. Education add value to the individual skills and knowledge and 

ability to relate in the society. Aside that, a well- educated labor force contribute  significantly to 

productive capacity of the economy. In another related development, labor or worker with good 

health improves the outcome in education spending and vice-versa ( Omojimite, 2010) 

 

Thus, researchers opined that adequate investment in education and training  plays a significant 

role in human capital development(Ifeoma et al,2013) For instance, Lucas (1988) maintained that 

there is a close link between investment in education and training as the basis for growth and 

development. He stressed further that investment in education, health and training are capable of 

improving capital formation which ultimately led to economic growth and development through 

increased productivity. 

 

 For instance, Odo et al (2016) observed that adequate investment in education and health has 

contributed significantly to economic growth and development. Their findings is in line with 

Aminu (2011) that observed a strong relationship between human capital formation and 

economic growth and development. The application of econometric technique revealed that 

investment in education and training have had a significant impact on economic growth and 

development. It is in the line of the above, that this paper examined if there is a close link or 

relationship between investment in human capital and economic growth and development. 

 

 Therefore, the paper was structured into five main parts.  The first part is the introduction, the 

second part discusses the concepts related to the study and review of literature, the third part 

presents the methodology adopted in the study,  The fourth part presents the challenges of human 

capital formation, the fourth section presents the results and discussion of major findings and the 

fifth and final parts presents the concluding part of the paper. 

 

The main objective of this study was to examine the impact of investment in education and 

training on economic growth and development. Specifically, the study aimed at determining the 

extent to which government spending has enhance human capital development through education 

and training.  

 

2.  LITERATURE REVIEW 

Concept of Human Capital  

 Human capital has been  described differently by scholars based on perspective and 

understanding of what constitute human capital.  Adeyemi and Ogunsola Onakoya (2013) sees it 

as important element that aid in the development of resources for the benefit of mankind. This 

form the bedrock of  social-economic development of the society, through adequate investment 

in education, health and training. Perhaps, a nation growth and development is  tied to the level 

of investment made on both human capital and physical, hence, emphases must be made in that 

regards. 

 

 Awopegba (2013) opined that the term that encompasses  education,  health and training which 

enhance the productive capacity of a nation. Hence, the close association between health and 

education, in as much as a healthy individual with the requisite education contribute greatly to 

human capital formation. Meanwhile, , Chijoke and Amadi (2019) cited in Dauda (2010) 

emphasized that adequate investment in education and training is a yardstick for the attainment 

of economic growth and development. Perhaps, a consistent and sustained growth of the 

economic metamorphoses to economic development which rely heavily on how serious 

investment on human capital is taking care of. 
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In economic literature, human capital formation is a  process through which the skill and 

knowledge of an individual is improves through vocational and technical education, aimed at 

enhancing their  productivity capacity  through a more systematic manner. The strategic manner 

is to ensure the attainment of goals and objective of the huge investment made in improving the 

health and training capacity of humans.  

 

Ifeoma et al (2013) examined the linkage between human capital development and economic 

growth in Nigeria. The study employed Ordinary Least Square (OLS) method of analysis to 

analysis the date collected. The results from the study revealed a strong correlation between 

investment in human capital and economic growth. 

 

Similarly, Ojala (2016) examined the importance of investment in education on economic 

growth and development in Kenya. The study employed secondary source of data collection 

technique from World Bank and National Bureau of Statistics (NBS) spanning about 30 years to 

estimate the relationship between the duo of education and economic growth. The findings 

revealed expenditure on education has a positive and significant impact on economic growth 

both in the short run and long run. 

 

In another related study, Adegoke et al (2012) examined the effect of human capital development 

on economic growth and development in Nigeria. Secondary data were spanning the period 

between 2000-2009 were employed for the study. Correlation analysis was also employed to 

analysis the data collected. The results revealed that education is highly instrument to a country’s 

productive capacity. 

 

More so, Rob and Geoff ( 2004) investigated the relationship between GNP and human capital 

development. The study undertook a comprehensive review of numerous models to quantify the 

relationship between human capital and GNP. The study observed a positive and significant 

relationship between education and economic growth. 

 

Adediran (2014) conducted a regime shift analysis to examined empirically the relationship 

between public investment in human capital and economic growth. Unit root tests and co-

integration were employed to validate and establish a long run relationship between the duo 

respectively. The results from the study established a positive and significant relationship 

between government expenditure and economic growth in Nigeria. 

 

Omojimite (2010) examined the relationship between formal education and economic growth in 

Nigeria. Granger Causality tests was employed to test the hypothesis of a growth due to 

improvement in educational spending. The findings revealed that there is a strong co-integration 

short run relationship between public expenditure on education and economic growth. 

 

Gylych et al (2016) analyzed the relative impact of education on economic growth. Ordinary 

Least Squares (OLS) was employed to determine the possible link between education as indices 

of human capital on Gross Domestic Product (GDP). The findings revealed a statistically 

significant correlation between GDP and and investment in education.   

 

3.  METHODOLOGY 

The method adopted in this study is a comprehensive and systematic review of previous works as 

it relates to problem under investigation. Basically, the materials used were mainly sourced from 

internet, journals and conference proceedings.  
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4.  CHALLENGES OF HUMAN CAPITAL FORMATION IN NIGERIA 

In as much as human capital formation (the investment in education, health and training) 

guaranteed economic growth and development, yet, it is still faced with enormous problems in 

achieving the stated objectives. One of the major problems of human capital formation in Nigeria 

is inadequate investment in education, whereas education form the bedrock or bane of any 

developmental process in any country. This problem is rooted in the low budgetary provision for 

education in the country annual budget. Since her independence, the pattern of investment in 

education has not changed as more allocations are voted for recurrent expenditure (payment of 

salaries and wages, overhead cost etc) at the expense of capital expenditure (Ifejika.2017).  A 

close look at pattern of investment reveals that out the whopping sum of N210 billion allocated 

to the education sector  in 2008, a significant portion of about 77.30/0 were meant for recurrent 

expenditure while the remaining 22.7% were for capital expenditure (Ifejika, 2017 in Asaju, 

2011). 

 

Aside this, another major obstacle to human capital formation in Nigeria is government failure to 

identify and develop its natural resources for optimum use. As a matter of fact, the same 

countries that share similar GDP with Nigeria in the early 1960s and 1970s have move 

significant in their GDP and overall development while Nigeria still struggling to maintain a low 

GDP (Ifejika, 2017) 

 

5.  CONCLUSION 

The paper examined the impact of investment in education and training on economic growth and 

development. Extensive review of previous related work were undertaken with a view of 

highlighting the major components of human capital  development  where  emphasis were made 

on the role investment in education and training in enhancing economic growth and 

development. The paper consciously identifies the major linkage between investment in critical 

components of human capital and economic growth and development. Based on systematic 

review of previous studies, the study concluded that a strong and positive relationship exit 

between investment in education and training and economic growth and development. 

Nevertheless, the study identified inadequate investment in education, health and training as the 

major challenges mitigating against human capital formation in Nigeria as evidenced by the 

pattern of investment from the national annual budget.  
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Abstract 

This study examined the effect of ICT on the performance of selected SMEs in Ibadan 

metropolis. The study adopted a cross-sectional survey research design with a 

population of 1870 registered SMEs in six constituencies that makes up Ibadan 

Metropolis. The sample size of 330 was computed through Taro Yamane formula. A 

structured questionnaire was used to collect data from SMEs owner/managers in Ibadan 

Oyo State, Nigeria. The data was analyzed using both descriptive statistics (mean and 

standard deviation) and inferential statistics (multiple regression analysis). The findings 

revealed that ICT had a positive and significant effect on the performance of SMEs in 

Ibadan. This implies that the deployment of ICT by SMEs owner/managers in Ibadan 

will have a concomitant effect on business performance. Hence, this study recommends 

that SMEs should commit more resources to enhance their ICT capacity in terms of the 

services, infrastructure and user skills given that it contributes substantially to the 

performance of their SMEs in terms of increased sales, improved customers’ loyalty, 

and increased productivity. Government should ensure enhanced policies to promote 

infrastructural investment and also provide an enabling environment for SMEs to thrive. 

 

Keywords: Information Communication Technology (ICT), Small and Medium 

Enterprises (SMEs),Performance  

 

1.  INTRODUCTION 

Small and medium scale enterprises (SMEs) have been generally seen as driving force and key to 

economic growth, poverty alleviation, economic development and employment generation in 

developed and developing countries. SMEs constitute the larger proportion of businesses and 

create employment to a significant percentage of the population (Agwu & Emeti, 2014). 

However, the coronavirus pandemic posed significant disruption to many businesses globally 

with small and medium enterprises greatly affected due to economic and production lockdowns 

cumulating to massive job and revenue loss. Kraus, Clauss, Breier, Gast, Zardini, and Tiberius, 

(2020) added that most big and small businesses already felt the impact of the COVID-19 

outbreak and has triggered severe limitation to business life. Although, the pandemic has reached 

every corner of the world, not everyone is affected in the same way by the economic earthquake 
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caused by COVID-19. While many large companies including multinationals have embraced 

information communication technology to quickly adapt to the reality of running its affairs in the 

face of the restrictions imposed by the COVID-19 pandemic: unfortunately, SMEs were 

especially vulnerable to the crisis's repercussions. Many have not fared well in the conduct of 

their business because they had limited resources to adjust to the fluctuating environment.  

 

Nowadays, information is synonymous to power and people need to handle more of such 

information technically. ICT has been seen to have a great impact economically, politically, 

socially, legislatively, and technologically. ICT drives the nation and enables management in: 

changing demand, new product development, invention of new processes, and development of 

new applications to improve business performance (Acar, Cocak, Sey,  and Arditi, 2005). 

According to European Commission (2013), modern economy has experienced revolution in 

productivity, competitiveness, change and innovation by the help of information communication 

technology. ICT has changed the way we work, communicate, relate with customers, obtain 

information, and live our lives. This transformation has led to increase in productivity and has 

benefited the users.  Hence, Information and communication technology assist management to 

accomplish higher productivity, effective business operation and adequate service delivery.  

 

ICT has changed the ways employee’s carry out their jobs across every industry, working 

conditions has been improved, working from anywhere is possible and easier, obviously it has 

impacted working environment and reduced tedious and wasteful processes. Therefore, 

management are currently mindful of the fact that information technology can be used as an 

accelerator to speed up processes, eradicate or lesson paper work, improve quality of production, 

enhance effective communication, and prompt service delivery. The management also 

understands team coordination can be made easier, enable collaboration among employees both 

closely and remotely. Hence, employee in 21st century need to have adequate skills, to source 

and collect data, evaluate them, select an appropriate one and organize them in a way to make 

informed decision. The issue of ICT and performance of SMEs has been researched, but none in 

Ibadan Metropolis, the State capital of Oyo State which has the maximum concentration of 

SMEs in South Western Nigeria beside Lagos State (NBS, 2019). Therefore, examined in this 

study is the effect of Information and communication technology and performance of selected 

small and medium scale enterprise. Hence, the study hypothesized Information and 

communication technology has no significant effect on performance of selected small and 

medium scale enterprise in Ibadan Metropolis. 

 

2. LITERATURE REVIEW 

Information Communication Technology (ICT) 

Information communication technology has remained a driving force for sustainable 

development and advancement. ICT is the process of communicating information using 

electronic devices such as computers, laptops, wired or wireless internet, telephone (Kaware & 

Sain, 2015). Information communication technology has originated to be a source of innovation 

and development. Information and communication technology devices such as hardware, 

software, internet and media for collection, storage devices, communication of information in 

sound, message, image, and audiovisual aid formats. ICT has changed the traditional way of 

doing business and caused a major turnaround in data collection, storage, retrieval, analysis, 

processes and dissemination of information in developed and developing countries. Aina, 

Okunnu and Dapo-Asaju, (2014), refers to ICT as a medium of accessing information through 

internet-based resources gadget. ICT has revolutionized and enhance better business practices, 

provides ability to interact fast, reduce operational cost, increase productivity, increase sales, 

bring new opportunities, enhanced ease of doing business, from far-off location across the globe. 
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Saidu, Tukur, and Adamu, (2014), described ICT as computer-based tools that promote 

communication between the organization and a wide range of users to facilitate better service. 

 

Small and Medium Enterprises Performance 

Small and Medium Enterprises operate in all sectors of the economy and their impact are 

globally felt. For instance, they contribute significantly to the increase in Gross Domestic 

Product (GDP), create employment opportunities, poverty alleviation, exploitation of local raw 

materials, and consistently play a significant role in economic growth in most countries of the 

world (Tarute & Gatautis, 2014; Rahayu & Day, 2017; Zafar & Mustafa, 2017). 

 

There is no universal definition of SMEs across nations, industries and regulatory bodies defined 

SMEs differently but with common parameters such as size of employees, sales value, working 

capital, and total assets. In countries such as USA, Canada, and Britain, SMEs are defined on the 

bases of the number of employees and annual turnover meanwhile in Japan, type of industry, 

number of employees and paid-up capital is their bases. American defines medium enterprise has 

one with less than 500 employees; small enterprises with less than 100 employees. In general, 

upper limit of employees’ size in developing countries in the SMEs are set between 200 – 250 

(Obokoh, Monday, & Ojiako, 2014). In Nigeria, Small and Medium Enterprises Development 

Agency of Nigeria (SMEDAN) defined small-scale enterprises as those with less than 100 

employees, assets not more than N 50 million (excluding cost of land but including working 

capital), while medium enterprises with assets not more than N 200 million and not more than 

300 employees (Obokoh, 2008; Monday & James-Unam, 2013). According to National Policy 

on MSMEs (2010), SMEs is defined as enterprises with an asset (not including land and 

building) whose total are greater than five million naira, and less than five hundred million naira, 

with a workforce between 10 & 199 employees. 

 

According to Williams & Schaefer, (2013) International and Trade Centre (ITC, 2019), SMEs 

places high reliance on their routine business operations and consequently nearly two-thirds of 

micro and small businesses indicated that their business activities were highly impacted by the 

crisis, compared to about 40 percent of big business, one-fifth of SMEs also said they faced a 

permanent shutdown within the first three months. Small businesses in 132 countries are 20 

percent more likely to say they are forced to run bankrupt during pandemic (ITC, 2020). 

However, people think information communication technology (ICT) is a way forward because it 

has high probability to improve business efficiency and performance during pandemic disruption 

(Kraus et al, 2020). According to Yen and Ng (2003) the use of technology is to automate 

traditional business processes, such as procurement, supply, after-sales operation, and 

management of stock. In essence, ICT provides the platform for businesses to deliver 

competitive prices, increase sales, develop their reputations, and improve customer relationships 

and to continue to operate despite government restrictions (Oliveira & Martins, 2010). 

 

ICT impact on SMEs Performance 

Information communication technology and small and medium sized enterprises are both drivers, 

SMEs drives the economy while ICT has been driving businesses to stimulate economic growth 

and development. The emergence of ICT has reshaped business activities globally (Jones, 

Simmons, Packham, Beynon-Davies & Pickernell, 2014; Tarute & Gatautis, 2014; Napitupulu, 

Syafrullah, Rahim, Abdullah & Setiawan, 2018). In order to gain competitive advantage, 

organizations need to embrace the use of ICT. A 1% estimated increase in ICT effect on GDP 

possibly will lead to a rise of 4.2% of competitiveness (Matei & Savulesscu, 2012). In a modern 

society, transaction of businesses, such as buying and selling, advertising, marketing, and 

payments are done technologically. Arner, Barberis, and Buckley, (2015) posit that financial 
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solutions is empowered by financial technology. The incorporation of ICT by companies has 

enhanced their business performance, improved strategic decision, minimized cost, facilitated 

proper financial management, increased production level, achieved effective communication, and 

cordial relationship between management, employees, and customers (Mustafa, 2015; Rahayu & 

Day, 2017; Zafar & Mustafa, 2017). ICT performance influence differ according to the type of 

technology being used and its degree of implementation (Liang, You & Liu, 2010; Bayo-

Moriones, Billon & Lera-Lopez, 2013). The below average in performance of small and medium 

scale enterprises in pursuit of adoption of new technology are mostly attributable to challenges of 

finance, infrastructure, management support and users’ skills. Meanwhile, in India, management 

accountant in a developed market uses big data while social media like Twitter, Instagram, 

Facebook influenced the shareholders and their entrepreneurs uses mobile banking, it was 

discovered that management accountant in the emerging market uses ICT for their growth and 

development (Varma, 2018). The managers in developed market often innovate and adopt new 

technology to gain competitive advantage over other firms (Varma, Bhalotia, & Gambhir, 2018). 

 

Theoretical Framework 

Technology Acceptance Model (TAM) 

Davis in 1989 developed Technology Acceptance Model. TAM is an information system theory 

for understanding users’ acceptability and use of a given technology in a workplace environment. 

The model was effective in stating that decision of an individual intention to use (acceptability) 

and usage actions (actual use) of a technology is influenced by an individual perception of a 

given technology’s usefulness(benefit) and ease of use Matikiti, Mpinganjira, and Roberts-

Lombard, (2018). New technology is usually adopted by users and customers if it seems easy to 

use. It is argued that it is not sufficient to consider ‘ease of use’ and ‘usefulness’ without 

considering the ‘external factors’ influence in the environment such as government policies, 

economic factors, individual differences, social influences, financial support, enabling 

conditions, licensing, tax incentives and policy formulation. 

 

Technology Organization Environment (TOE) 

The Technology Organization Environment (TOE) model adopts three perspective through 

which firms choose to adopt innovations, this involves technological concept, organization 

perspective, and environment factors. Technology, organization, and environmental factors are 

the concept which TOE is constructed through which firm redesign and align business activities 

to adopt ICT innovation (Carnaghan & Klassen, 2007). The TOE model is employed widely in 

information technology and e-commerce (Lin & Lin, 2008) which makes it basically a firm level 

theory (Baker, 2012). Organization should redesign and align business activities in order to 

integrate technology into the current system to boost their performance (Baker, 2012). The role 

of technology is to achieve higher level of production, quality, and better service delivery. Baker 

(2012) propound that organizational perspective refers to the firm-specific resources, superior-

subordinate relationship, managers support and size of the firm. Organizational factors are 

importance to technological adoption which have effect on strategic and operational choices. 

Environmental perspective includes the influence surrounding the business, the business 

interconnected product and services which among other things can either support or deny 

technological innovation, they include but not limited to the industry structure, the government 

regulations policies. This model was appropriate to the study hence, the choice of TOE, in the 

sense that the independent variables which supported the study were identified. They are ICT 

services, ICT infrastructure, and ICT users’ skills. 
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3.  METHODOLOGY 

Cross-sectional survey research design was adopted for the study which enhanced data collection 

at a point in time to establish the performance effect of ICT. The study population comprised of 

1870 registered SMEs in Ibadan Metropolis. The choice of Ibadan as the study context borders 

on the fact that Ibadan is State capital of Oyo State with the highest concentration of small and 

medium enterprises in South Western Nigeria beside Lagos State. The highest number of Small 

and Medium Enterprises (SMEs) are from the three South Western State in Nigeria, Lagos 

(11.5%), Oyo (8.4%), and Osun (4.1%) National Bureau of Statistics (2019). 

 

The sample size of 330 was computed through Taro Yamane formula and the mixed method 

(cluster sampling and purposive sampling) was adopted as the sampling technique to reach the 

respondents. The research instrument used for this study was a structured questionnaire which 

was adapted from extant literature on the subject matter in different research context. The 

justification for using the questionnaire was because it allows the collection of data from 

respondents, who offer their perception on current issue under investigation, enhances the 

collection of large data in a short period and it is economical. The five-point Likert scale 

questionnaire response was followed which is consistent with the study of (Jackson, 2016; Murat 

and Opusunju, 2020.The researcher administered a total of 330 questionnaire to owner/manager 

of registered SMEs in six Local Government Area (LGA) in Ibadan and ensuring that each LGA 

was chosen from each of the federal constituency: Ibadan Southwest, Ibadan North, Ibadan 

North East, Egbeda, Lagelu and Oluyole Local Government. The administration and collection 

of the questionnaire took four weeks which was followed with collation and sorting. After the 

sorting and vetting the questionnaires for those properly filled, a total of 293 questionnaires were 

completed and considered valid for this study; representing 89%response rate. 

 

Both the descriptive statistics via mean and standard deviation was used to analyze the data and 

the hypothesis was formulated, Information and communication technology has no significant 

effect on performance of selected small and medium scale enterprise in Ibadan Metropolis and 

analyzed using multiple regression analysis. The multiple regression helps in substantiating the 

relative effect of several independent variables on a measure of dependent variable. 

 

The dependent variable of this study was performance of small and medium scale enterprises in 

Ibadan Metropolis while information and communication technology was the independent 

variable. The independent variable, ICT was measured using three constructs: Information 

technology users’ skills (SK), Information technology Services (SER), 

InformationTechnologyInfrastructure (IFR) while the dependent variable is performance.  

Y = f(X)  

Y =Dependent variable: SMEs Performance (SMEP) 

X = Independent variables: Information and communication Technology 

 

X1 = Information technology users’ skills (SK) 

X2 = Information technology Services (SER) 

X3 = InformationTechnologyInfrastructure (IFR)           

Y = βo + β1x1 + β2x2 + β3x3 + μi  

SMEP = βo + β1SKi + β2SERi + β3IFRi + μi --------------------------------------------- (iii) 

For the purpose of this study, the above model was used.  

 

Where: 

βo = the intercept expected value of y when x is equal to zero. 

β = Regression Coefficient (it is the rate of change in y with respect to x). 
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µ = the error term to accommodate the effect of other variables that can influence SMEs 

performance, but which were not included in the model. 

 

4.  RESULTS AND DISCUSSION OF FINDINGS 

Prior to analysis, data was subjected to some pre-estimation test to ensure that there were no 

errors in the result. Hence, the data did fairly well as it showed data were normally distributed, 

that linear relationship exist between each measure of ICT and SME performance and that the 

measures of ICT were not overly correlated given the Variance Inflation factor (VIF) that was 

below the 10 thresholds for severe multicollinearity. The reliability statistics equally showed a 

coefficient ranging from 0.67 to 0.91 of Cronbach’s Alpha for measure of ICT and performance. 

Table 1 displays the result of the pre-estimation test conducted. 

 

Table 1: Mean, Standard Deviation and Correlation for all Variables 

 Variable Name Mean SD SER SK IFR PFM 

IT Service 3.58 0.885 1 .604**(0.000) .881**(0.000) .767**(0.000) 

IT Users Skills 3.49 1.147  1 .740**(0.000) .637**(0.000) 

IT Infrastructure 
3.77 1.198   1 

.675** 

(0.000) 

Performance 3.85 1.125    1 

Source: Author’s computation using SPSS V23 Correlation is significant at the 0.01 level (2-

tailed). 

 

Hypotheses Testing 

Table 2: Summary of multiple regression analysis for the relative effect of information 

communication technology on performance of selected SMEs in Ibadan Oyo State, Nigeria 

Model      N=293 Beta T Sig. R R2 Adj. 

R2 

F Anova Sig: 

(Constant) 0.423 

 

6.779 

 

0.000 

 

0.677 0.554 0.541 2012(3,289) 0.000 

IT Users Skills 0.190 

 

4.654 

 

0.000 

 

     

 IT Infrastructure 0.768 

 

21.709 

 

0.000 

 

     

IT Service -0.038 

 

-0.983 

 

0.327 

 

     

a. Predictors: (Constant), ICT: SK, IFR, SER 

b. Dependent Variable: Performance 

Source: Researcher’s Results (2020) 

 

In the Model above, the relative effect of ICT on performance was examined. Given the multiple 

dimensions of the predictive variable, the Adjusted coefficient of determination was used to 

position the predictive effect of ICT on performance of selected SMEs in Ibadan Oyo State, 

Nigeria. Hence, the result of the multiple regression shows that ICT reported 54.1% of the 

variance recorded in SMEs performance (Adj. R2 = 0.541, F=2012.921(3,289), p= 0.000) leaving 

the remaining 45.9% to extraneous variables not considered in this study. Also, the 
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unstandardized beta coefficients which revealed the relative effect of each of the variabes of ICT 

on SMEs performance showed that at 95% confidence level, SK (β = 0.190, t=4.654, p= 0.00) 

and IFR (β = 0.768, t=21.709, p= 0.00) were statistically significant. More so a unit change in 

SK and IFR will have a concomitant increase of 0.190 and 0.768 in SMEs performance 

respectively. However, SER (β = 0-.038, t=-.983, p=0.327), had statistically insignificant relative 

effect on performance of selected SMEs in Ibadan Oyo State, Nigeria. In all, this result shows 

that ICT had positive and significant effect on performance of selected SMEs in Ibadan Oyo 

State, Nigeria. 

 

This study’s finding found support in empirical studies (Djatikusumo, 2014; Tarute & Gatautis, 

2014; Jackson 2016; Yunis, El-Kassar, and Tarhini, 2017; Zafar & Mustafa, 2017; Murat & 

Opusunju, 2020 and confirmed that to enhance market share, efficiency, and effectiveness, ICT 

adoption was germane to the existence, sustainability, and performance of SMEs. The studies 

also revealed that ICT had a positive and significant effect on the performance of SMEs. Hence, 

the result of this study aligns with the study of Murat & Opusunju, 2019. Therefore, the result of 

this study suggests SMEs should align its business processes to explore the gain associated with 

ICT adoption. 

 

5.  CONCLUSION AND RECOMMENDATIONS 

The paper concluded that ICT had a positive and significant effect on the performance of SMEs 

in Ibadan, Oyo State. This implies that the deployment of ICT by SMEs owner/managers in 

Ibadan had a concomitant effect on business performance.This study recommends that SMEs 

firm should commit more resources to enhance their ICT capacity in terms of the services, 

infrastructure and user skills given that it contributes substantially to the performance of SMEs in 

terms of increase growth sales, improve customers’ loyalty, and increase productivity. 

Government should ensure there are policies to promote ICT investment and also provide an 

enabling environment for SMEs to thrive. 

 

REFERENCES 

Acar, E., Cocak, I., Sey, Y. & Arditi, D. (2005). Use of Information and Communication 

Technology by Small and Medium sized Enterprises (SMEs) in building construction. 

Construction Management Economics. 23(1), 713-722. 

Agwu, M.O and Emeti, C.I (2014). Issues, Challenges and Prospects of Small and Medium Scale 

Enterprises (SMEs) in Port-Harcourt City, Nigeria. European Journal of Sustainable 

Development, 3(1), 101-114.  

Arner, D. W., Barberis, J. N., & Buckley, R. P. (2017a). FinTech, Reg Tech, and the 

reconceptualization of financial regulation. Northwestern Journal of International Law & 

Business, 37(3), 371–413. 

Aydin, E. & Savrul, B. K. (2014). The Relationship between Globatilization and E-commerce. 

Turkish case, Procedia – Social and Behavioral Science, 150, 1267-1276. 

Baker, J. (2012). The technology–organization–environment framework. In Information systems 

theory (pp. 231-245). New York, Springer. 

Carnaghan, C., & Klassen, K. (2007). Exploring the determinants of web-based e-business 

evolution in Canada. In ASAC, 28(4). Chin, W. W. (1998). 

European Commission (2013). Demography and Inequality: How Europes Changing Population 

will Impact on Income Inequality. Policy Brief: Employment, Social Affairs and 

Inclusion. 

Flavian, C., & Guinaliu, M. (2005). The influence of virtual communities on distribution 

strategies in the internet. International Journal of Retail & Distribution Management, 

33(6), 405-425. 



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

408 
 

Igwe, K.N. (2011). Issues in the automation of libraries and information centres. In R.A. Jimoh 

& K.N. Igwe (Eds.) Information and Communication Technology (ICT) systems for 

library services (87 – 108). Offa: Wunmi Commercial Press 

ITC. (2019a). SME Competitiveness Outlook 2019: Big money for small business—Financing 

the Sustainable Development Goals (SME Competitiveness Outlook). International Trade 

Centre.   

ITC. (2019b). The European Union market for sustainable products. International Trade Centre. 

http://www.intracen.org/ publication/The-European-Union-market-for-sustainable-

products 

ITC. (2020). The European Union market for sustainable products. International Trade Centre. 

http://www.intracen.org/ publication/The-European-Union-market-for-sustainable-

products. 

Jahanshahi, A. A., Zhang, S. X., & Brem, A. (2013). E-commerce for SMEs. Empirical insights 

from the three countries. Journal of Small Business and Enterprise Development, 20(4), 

849-865.  

Kaware, S. S., & Sain, S. K. (2015). ICT Application in Education: An Overview. International 

Journal of Multidisciplinary Approach & Studies, 2(1), 25-32. 

Komppula, R. & Reijonen, H. (2006). Performance determination in small and micro tourism 

business, Journal of Tourism Review, 61(4), 13-20. 

Kraus, S., Clauss, T., Breier, M., Gast, J., Zardini, A. & Tiberius, V. (2020). The economics of 

COVID-19: initial empirical evidence on how family firms in five European countries 

cope with the corona crisis. International Journal of Entrepreneurial Behaviour & 

Research, 26(5), 1067-1092. 

Lin, H. F., & Lin, S. M. (2008). Determinants of e-business diffusion: A test of the technology 

diffusion perspective. Technovation, 28(3), 135-145.  

Matei, A., & Savulescu, C. (2012). Empirical analysis of ICT, economic growth and 

competitiveness in the EU, The International Conference on ICT Management (ICTM), 

Poland, Wroclow. 

Mhizha, A., Nyaruwata, S., Munyanyiwa, T., and Mandebvu, G. (2015). The adoption of social 

platforms in tourism and hospitality marketing: The case of small and medium scale 

enterprises (SMEs) in Harare. International Journal of Development and Sustainability, 

4(6), 635-649. 

Monday, J. U. & James-Unam, F. C. (2013). Promoting Production Capability of Small-Scale 

Manufacturing Business through Microfinance in Nigeria. Journal of Research in 

National Development, 11(2), 43-48. 

Mpinganjira, M., and Roberts-Lombard, M. (2018). Application of the Technology Acceptance 

Model and Technology-Organization-Environment Model to examine social media 

marketing use in the South Africa tourism industry. South African Journal of Information 

Management, 20(1), 790.  

Murat, A. and Opusunju, I. (2020). Infrastructural and Performance of Small and Medium 

Enterprises in Federal Capital Territory (FCT) Abuja, Nigeria. Journal of Global 

Economics and Business, 1 (3), 93-108. 

Obokoh, L. O. (2008). Small and Medium Sized Enterprises Development under Trade 

Liberalization: A Survey of Nigeria Experience. International Journal of Business and 

Management, 3 (12), 92-101. 

Obokoh, L. O. (2008). Small and Medium sized Enterprises Development under Trade 

Liberalization: A survey of Nigerian Experience. International Journal of Business and 

Management, 3(12), 92-101. 

Obokoh, L. O., Monday, J. U., & Ojiako, U. (2014). The effects of Microfinance Banks on 

Indegeneous Manufacturing SMEs Access to Finance in Nugeria.8th International 



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

409 
 

Business Conference Proceedings (4-20): Financial Management and Investments 

Tracts). Swakopmund: North- West University. 

Oliveira, T. & Martins, M. (2010). Understanding e-business adoptionacross industries in 

European countries. Industrial Management & Data Systems, 110(9), 1337-1354. 

Oluwadare, A & Oni, I (2016). The Effect of Internal Environment on the Performance of Small 

and Medium Scale Enterprise in Kano Metropolis. International Journal of Management 

and Commerce Innovations, 3(2), 120-126. 

Osotimehin, K. O., Jegede, C. A., Akinlabi, B. H., O. & Olajide, O. T. (2012). An evaluation of 

the challenges and prospects of micro and small-scale enterprises development in 

Nigeria.American International Journal of Contemporary Research, 2(4), 174-185. 

Pantano, E. (2014). Innovation drivers in retail industry. International Journal of Information 

Management, 34(3), 344-350.  

Prater, E., Frazier, G. V. & Reyes, P. M. (2005). Future impacts of RFID on e-supply chains in 

grocery retailing. Supply Chain Management: An International Journal, 10(2), 134-142. 

Rahayu, R. and Day, J. (2017). E-commerce adoption by SMEs in developing countries: 

Evidence from Indonesia. Eurasian Business Review, 7(1), 25-41. 

Saidu, A., Tukur, Y., & Adamu, S. H. (2014). Promoting Sustainable Development through ICT 

in Developing Countries. European Journal of Computer Science and Information 

Technology, 24-29. 

Sumanjeet, S. (2009). Emergency of payment systems in the Age of Electronic Commerce: The 

State of Art. Asia Pacific Journal of Finance and Banking Research, 3(3). 

Varma, A. (2018). Big Data Usage Intention of Management Accountants: Blending the Utility 

Theory with the Theory of Planned Behavior in an Emerging Market Context. Journal 

ofTheoretical Economics Letters, 8(13), 2803.  

Varma, A. (2018). Mobile Banking Choices of Entrepreneurs: A Unified Theory of Acceptance 

and Use of Technology (UTAUT) Perspective. Journal ofTheoretical Economics Letter, 

8(14), 2921- 2937. 

Varma, A. (2018). Qualitative Evidence for a Behavioral Extension of the Expectancy Valence 

Theory: The Netflix-Twitter-Yakult Case. Journal of Theoretical Economics Letters, 8, 

3457-3469. 

Williams and Schaefer, (2013). Small and medium-sized enterprises and sustainability: 

Managers’ values and engagement with environmental and climate change issues. 

Journal of Business Strategy and Environment, 22(3), 173-186. 

Tarute, A. and Gatautis, R. (2014). “ICT impact on SMEs performance”, Procedia - Social and 

Behavioral Sciences, 110((1), 1218-1225. 

Napitupulu, D., Syafrullah, M., Rahim, R., Abdullah, D. and Setiawan, M.I. (2018). Analysis of 

user readiness toward ICT usage at small medium enterprise in South Tangerang. Journal 

of Physics, Conference Series, 1007(1). 

Yen, B. P., & Ng, E. O., (2003). The impact of Electronic commerce on Procurement. Journal of 

Organizational Computing and Electronic Commerce, 13(3), 167-189 

Jones, P., Simmons, G., Packham, G., Beynon-Davies, P. and Pickernell, D. (2014), “An 

exploration of the attitudes and strategic responses of sole-proprietor micro-enterprises in 

adopting ICT”, International Small Business Journal, (32)3, 285-306. 

Zafar, A. and Mustafa, S. (2017). SMEs and its Role in Economic and Socio-Economic 

Development of Pakintan, International Journal of Academic Research in Accounting, 

Finance and Management Sciences, 7(4), 195-205. 

 
  



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

410 
 

ASSESSMENT OF THE IMPACT OF POLICY 

INTERVENTIONS ON SMEs SURVIVAL IN KWARA 

STATE NIGERIA 

 
Hussain Adedayo SALAUDEEN 

Department of Management & Accounting, 

Obafemi Awolowo University, Ile-Ife, Nigeria 

E-mail: salaudeenhussain82@gmail.com 

& 

Lateef Kolapo AJAO 
Department of Management & Accounting, 

Obafemi Awolowo University, Ile-Ife, Nigeria 

E-mail: lateef.kolapo@gmail.com 

& 

Leye Sherifdeen OYEDIRAN 
Department of Accounting and Finance, 

Kwara State University, Malete, Kwara State, Nigeria 

E-mail: oyediranls@gmail.com 
    

Abstract 

This study assessed the impact of intervention policies and measures implemented by 

the federal government between March 30 and August 31 2020, as a result of COVID-

19 on the survival of SMEs in Nigeria. Secondary data was sourced through journals, 

magazines, newspapers and relevant textbooks. The data was analysed using tables 

percentages and regression. The study found that besides the financial burden the 

interventions place on government and deposit money banks, a substantial number of 

the affected SMEs have not been able to access most of these interventions due to 

bureaucratic hassles. The inability to access most of the interventions had led to closing 

down of the operations of a number of the SMEs leading to massive job loss. The study, 

however proposed business interruption insurance policy as a viable alternative measure 

for SMEs survival in the event of any unforeseen pandemic such as COVID-19. This 

proposition was based on the fact that income losses of SMEs owing to pandemic 

related disruption will be indemnified by the insurer, thus relieving the government, 

SMEs and banks of any financial burden. Although, the present legislation on business 

interruption insurance does not cover losses from pandemic related disruption, the study 

therefore recommended that key players in the insurance industry such as the national 

insurance commission, business communities and other relevant agencies need to 

expand the scope of business interruption insurance to cover losses from pandemic 

related disruptions.  

 

Keywords: Policy Interventions, SMEs Survival, Business Interruption Insurance 

 

1.  INTRODUCTION 

''The world is changing in ways we may have never imagined'' (Iyer, 2020). As the world gets 

transformed, careers, lives and businesses get affected as well. But the need for human 

sustenance remains unchanged or unaffected. Problems and human existence are intertwined. 

Generations have strived to proffer solutions to problems using the best solutions available at 

their time. The world in recent times, is battling with the novel corona virus 2019 (COVID-19) 

pandemic. Besides,it's devastating effect on human lives and public health, COVID-19 has 
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brought untold disruption to business operations and global supply chain with SMEs no 

exception(Bartik, Bertrand, Cullen, Glaeser & Luca., 2020). International Trade Center (2020) 

projected over $126 billion in losses to global manufacturing sector due to lockdowns and other 

containment measures. Studies have found that business operations of a substantial number of 

SMEs  have been impacted by the pandemic globally (Bartik et al., 2020; OECD, 2020). In 

Nigeria, liquidity position of millions of SMEs have been profoundly affected by the pandemic  

as they suffer from limited or no turnover and revenue (Oyedele, 2020).  

 

SMEs are regarded as engine for a sustainable economic growth (Hamdan, Khamis, Al Hawaj & 

Barone, 2020; Bourne, 2011; Yang &  Li, 2011). Asaolu, Monday & Agorzie (2012) opine 

that:"'SMEs are pivotal for economic renewal and sustainable economic development as the 

sector creates employment for the teaming masses, help to diversify the economy through export 

and international trade''.A substantial number of global businesses fall within the SME sector 

which contributes substantially to the global GDP and generates over 65% of total employment 

(Siyanbola, Adeniyi, Olamade, Irefin & Egbetokun 2009).Given the strategic position of SMEs 

in sustainable economic growth and development, countries have rolled out and are continuing 

rolling out policy interventions and frameworks for SME survival. The measures adopted are 

largely liquidity support based (OECD, 2020). Despite the various policy interventions such as 

Agri-Business/Small and Medium Enterprise Investment Scheme (AGSMEIS); Micro, Small and 

Medium-Sized Enterprises (MSMEs) guaranteed take-off simulation scheme, CBN 50 billion 

target credit, rolled out by the Nigerian government, a greater number of SMEs have shut down 

their operations and may likely not be able to come back to business again leading to a 

substantial job loss (Oyedele, 2020).  

 

The aforementioned have put the economy in a precarious situation with many predicting that the 

country would likely enter into a recession (Bartik et al, 2020). There is a need to critically 

assess the impact of these interventions on the survival of SMEs. This study however, assesses 

the various intervention policies implemented between March 30 and August 31, 2020 with a 

view to making necessary suggestions for improvements. 

 

2. LITERATURE REVIEW 
 

The Impact of  COVID-19 on Small And Medium -Sized Enterprises (SMES)   

The global supply chain has witnessed profound disruptions (International Trade Center, 2020). 

It has been predicted that the global manufacturing exports of China, the European Union and the 

United States alone will lose an estimated value of $126 billion. The developing countries have 

also been negatively impacted by the disruption occasioned by the pandemic. Again, ITC (2020), 

also predicts over $2.4 billion loss to African exporters owing to the temporary disruption of the 

global supply-chain linkages. Studies such as ITC's Covid-19 Business Impact Survey 2020, 

Bartik et al.,2020, McKinsey 2020, Oyedele, 2020, have all alluded to the devastating impact of 

covid-19 on micro and small businesses. The liquidity position of businesses especially SMES 

has been severely affected with businesses facing imminent collapse and massive job loss.   

 

Overview of Policy Intervention 

Given the pace of the pandemic, countries have put in place various SME policy responses 

tailored towards ensuring the survival of small businesses. Some of the policies were still 

ongoing or at the stage of public announcement (OECD, 2020). Policy interventions are 

necessary to keep SMEs alive. It has been postulated that without any policy intervention, over 

40% of SMEs would have liquidity problem and may likely cease operation (OECD,2020). A 

study conducted by Gourinchas and Kalemli-Özcan (2020) estimated an average SME 
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bankruptcy rate of 12.1% in the absence of any policy intervention. A critical assessment of 

these policies have shown that liquidity support measures have taken the centre stage with 

authorities from different countries favoring the measure (Gourinchas &Kalemli-Özcan, 2020; 

OECD, 2020;  McGeever, McQuinn and Myers, 2020).  

 

Recognizing the importance of liquidity to the survival of SMEs, countries have deployed a 

combination of both fiscal and monetary policies in an attempt  to save SMEs from imminent 

failure and permanent closure. Policy interventions such as debt moratorium,  grants, business 

credits, reduction and or suspension of interest rates, direct lending to SMEs by deposit banks 

and other public institutions, taxes deferrals and tax reliefs have been variously employed by 

countries with  few modifications to suit the need and peculiarity of individual countries 

A careful consideration of the interventions employed by the  Nigerian government seems to 

align with the policy interventions deployed by other countries. For instance, fiscal and monetary 

measures have been employed thus far, akin to the measures adopted by the United States of 

America (USA), the European Union and other developed countries. 

 

Monetary Intervention Policies  

The Federal Government of Nigeria has introduced series of monetary policies to sustain the 

short-term liquidity of SMEs and other important organisations. Some of these policies include: 

extension of moratorium on principal payments for Central Bank of Nigeria (CBN) intervention 

facilities; reduction of interest rate on intervention loans from 9% to 5%; direct deposit banks to 

extend more credit to private sector;  creation of 50 billion naira credit facility for affected 

SMEs; one trillion naira loans to boost local manufacturing and production across critical sectors 

(CBN Circular to deposit money banks and general public, 2020; KPMG Nigeria, 2020) 

 

Fiscal Policies 

The government has rolled out the following fiscal policies to influence activities of SMEs: Agri-

Business/Small and Medium Enterprise Investment Scheme (AGSMEIS) anchored by the CBN 

to enhance agricultural businesses of SMEs; Micro, Small and Medium-Sized Enterprises 

(MSMEs) guaranteed take-off simulation scheme, which is meant to provide bridge financing in 

supporting the payroll costs of MSMEs; Anchor Borrowers Programme; initiating loan 

repayment moratorium for beneficiaries of TraderMoni, MarketMoni and FarmersMoni; Similar 

moratorium for all federal government funded loans issued by the Bank of Industry (BoI), Bank 

of Agriculture and the Nigeria Export-Import Bank; plan to pump over 1 trillion naira into 

critical sectors of the economy (CBN Circular to deposit money banks and general public, 2020; 

KPMG Nigeria, 2020). 

 

Issues with the Intervention 

The interventions have had array of issues ranging from difficulty on the part of the SMEs to 

access most of these policies initiated by the CBN and BoI due to bureaucratic hassles (Oyedele, 

2020; Bartik et al., 2020). For instance, circular issued to deposit money banks and the general 

public on guidelines for the implementation of the 50 billion naira targeted credit facility 

contains stringent requirements (i.e. eligibility and collateral requirements among others).  

 

Again, loans, moratorium on loan and interest, and suspension of interest may provide a short 

term solution to the liquidity constraints of SMEs, but it is not sustainable in the long run. Upon 

the suspension of the moratorium and or when the loans become due for repayment, the liquidity 

position of the SMEs  will again be put to test as it will be overstretched. This might, again, put 

the SMEs in a very precarious situation leading to ''intervention of nothing''. This condition is 

probable as the SMEs will likely struggle to re-establish their businesses post COVID-19. 
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Extension of moratorium on loans and interest would help SMEs post COVID-19 but will have 

toll on issuers (i.e.  deposit money banks and federal government) of such loans. Again, all 

federal government backed loans issued by the Bank of Industry, Bank of Agriculture and the 

Nigeria Export-Import Bank is a heavy burden on the government as it will gulp a substantial 

amount of already dwindled government revenue thus affecting the availability of funds for other 

developmental projects.  

 

The problems as discussed above require that an alternative intervention measure be considered. 

The present study proposes Business Interruption Insurance as a viable measure that is worthy of 

consideration. 

 

Business Interruption Insurance 

Business interruption insurance is the indemnification of business for the loss of income due to 

occurrence of an event that disrupts the activities of the policy holder. ''Business interruption 

insurance is insurance coverage that replaces business income lost in the event that business is 

halted due to a disaster'' (Kagan, 2020). The policy covers operating expenses, expenses to 

facilitate a move to a temporary location if necessary, employee wages, taxes, loan repayments, 

loss of income due to shut down of business by a civil authority (i.e. civil authority ingress or 

egress). 

 

Business Interruption Insurance and Pandemic 

The business shutdowns and other containment measures put in place due to COVID-19 have no 

doubt disrupted business activities. But unfortunately, loss of income due to a pandemic (i.e. 

virus or bacteria) is presently not covered in both Standard business interruption insurance and 

some all-risk insurance plan (Kagan, 2020; the insurance information institute, 2020). Again, 

Lynch (2020), while emphasizing the conditions or criteria for indemnification under business 

interruption insurance, alluded that policy holder will only be indemnified if the business 

sustains a direct physical loss or damage and /or government closing all businesses due to direct 

physical damage of nearby business. 

 

Why Pandemic Should be Covered By Standard Business Interruption Policy? 

Employees are important assets to organization. The breakdown of this asset by way of sickness 

and death through pandemic is akin to physical damage of assets as hitherto being a precondition 

for policy holder to be covered. Again, the shut downs and other containments measures were 

directed by government due to direct physical breakdown or damages of human assets. This is 

also similar to the closing of businesses by civil authority due to direct physical damage of 

nearby business. Away from the conditions stipulated for the policy holder to be covered, the 

insurer will assume the responsibility  for the indemnification of policy holders for the loss of 

income due to shutdowns or containments. Thus relieving government of financial and other 

commitments towards sustaining SMEs in the event such as COVID-19. Moratoriums on loans 

and interest may not be necessary, thus relieving deposit money banks of a burden of loan and 

interest payment suspension. Furthermore, non-performing loans resulting from loan and interest 

payment defaults could be avoided or reduced substantially as the liquidity position of SMEs will 

be guaranteed. 

 

3.  METHODOLOGY 

The study assessed the intervention policies and measures implemented by the federal 

government between March 30 and August 31 2020, to solve liquidity constraints of SMEs as a 

result of COVID-19. Both primary and secondary data were employed. Secondary data was 

sourced through journals, magazines, newspapers and relevant textbooks while questionnaire 
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was the source of primary data. Sixty SMEs in Kwara State was purposively selected. 

Questionnaire was administered to the selected SMEs. 37 out of the 60 questionnaires were filled 

and returned. The data was analysed using tables, percentages and regression analysis. 

 

4.  RESULTS AND DISCUSSION OF FINDINGS 

 

Descriptive Statistics 
Table 1: Socio-Demographic Characteristics of the SMES 
Variables Frequency Percentage  

Location of SMES: Kwara South 

                                  Kwara Central 

                                  Kwara North 

20 

13 

4 

54.1 

35.1 

10.8 

Sector Classification:  Agro-Allied 

                                      General commerce 

                                      Others 

10 

13 

14 

27 

35.1 

37.8 

Registration with CAC:   Yes 

                                            No 

23 

14 

62.2 

37.8 

Years in Operation: 1-5 years 

                                   6-10 years 

                                   11 years and above 

26 

7 

4 

70.3 

18.9 

10.8 

Source: Survey, 2020 

 

Table 1 presents the Socio-Demographic Characteristics of the SMES. Out of the 37 SMES who 

responded to the survey, 13 representing 35.1% of the businesses are located in Kwara Central, 

10.8% are situated in the Northern part of the state while 54.1% are operating in the Kwara 

South. Similarly, 10 of the SMES representing 27% belongs to the agro-allied industry, 13(35%) 

are into general commerce while the rest, 37.8% belongs to other sector. Furthermore, 23 

(62.2%) are registered with the corporate affairs commission while 14 of the SMES are not 

registered. Again, 26 of the SMES representing 70.3% have been in operations between 1-5 

years, 7 of them (18.9%) have been operating between 6-10 years while 4 (10.8%) have been in 

existence for well over 10 years. 

 

Table 2: Factors Affecting Accessibility of the interventions 

Items  Agree  Disagree Strongly 

Disagree 
Neutral 

Presence of administrative bottleneck 40.6% (15) 16.6% (6) 5% (2) 37.8% (14) 

Lack of transparency  40.3% (15) 30% (11) 9.7% (4) 20% (7) 

Source: Survey, 2020 

 

Table 2, on the other hand, presents the factors affecting SMES in accessing the interventions. 15 

of the SMES (40.6) agreed that administrative difficulties has been a bane in accessing the 

interventions, 16.6% disagreed while 37.8% are undecided. Further, 15 representing 40.3% 

indicated lack of transparency as another factor affecting the accessibility of the interventions, 

30% disagreed while 20% are undecided. 

 

Table 3: Impact of interventions on SMES Survival  
Items Frequency   Percentage % 

 Which of the interventions have you been able to access? 

      a. CBN 50 billion target credit 

      b. AGSMEIS 

      c.  Credit from deposit banks 

      d.  Others 

 

3 

3 

4 

0 

 

8.1 

8.7 

10.2 

0 
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       e.  None  27 73 

 Which of the interventions has impacted your business positively? 

      a. CBN 50 billion target credit 

      b. AGSMEIS 

      c.  Credit from deposit banks 

      d.  Others 

       e.  None 

 

6 

1 

6 

0 

24 

 

16.2 

3.1 

16.2 

0 

64.5 

 SMES are shutting down operations for lack of support 

      a. Agree 

      b. Disagree 

      c.  Strongly Disagree 

      d.  Neutral 

 

26 

3 

3 

5 

 

70.8 

8.4 

8.3 

12.5 

 Jobs have been affected for lack of support to improve liquidity constraint 

      a. Agree 

      b. Disagree 

      c.  Strongly Disagree 

      d.  Neutral 

 

 

24 

2 

5 

6 

 

 

65 

5.8 

12.5 

16.7 

Source: survey, 2020 

 

From table 3, 73% of the SMES indicated that they have not been able to access any of the 

interventions, 10.2% have been able to access credit from deposit banks, while 8.1% and 8.7% of 

the SMES have accessed CBN target credit AGSMEIS respectively. On the impact of the various 

interventions on SMES, 64.5% indicated that none of the interventions has impacted their 

business, 16.2% stated that their businesses have been impacted by the CBN target credit and 

credit from deposit banks with only 3.1% of the SMES impacted by AGSMEIS. This findings is 

line with the claims by Oyedele, 2020; Bartik et al., 2020, ITC's Covid-19 Business Impact 

Survey 2020).Similarly, 24 (70.8%) of the SMES agreed that businesses are shutting down 

operations for lack of support. This result is also in line with the findings of McKinsey 2020, 

ITC's Covid-19 Business Impact Survey 2020, OECD 2020).    

 

Table4 Regression Analysis of the impact of accessibility of the interventions on shutting 

down of businesses operations and job security 

Q1  (Accessibility of the intervention) Coefficient t p-value 

Q2 (shutting down  operations of SMES) -.3013 -0.70    0.490 

Q3 (  jobs security) .7087  1.90    0.066 

Constant 3.3668 8.51    0.000 

Prob > F      =  0.0292 

R-squared     =  0.1877 

Adj R-squared =  0.1400 

Source: Field Survey, 2020    

 

The result of regression analysis in table 4 further indicated that accessibility of the interventions 

influenced significantly the operations of SMES and thus the security of jobs provided by the 

SMES. The ability to access the interventions had a negative but insignificant influence on the 

business operation (t=-0.70, p=0.490). The negative coefficient value  of  -.3013 indicated that, 

the more SMES are able to access the interventions, the less, their operations will be negatively 

affected and vice versa. In addition, there is also a insignificantly positive relationship between 

accessibility and job security (t=1.90, p=0.066). By implication, the more SMES are able to 

access the interventions, the more jobs are secured. Furthermore, the overall results showed that 

accessibility has a significant influence on business operations and job security of SMES (f=  
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0.0292). On the other hand, the adjusted R-square (R=0.14) indicated that 14% variation in 

operations and jobs of SMES was explained by the ability to access the interventions. 

 

Findings 

Extensive review of literature shows that countries adopted almost similar interventions with 

liquidity support measures for SMEs survival taking the centre stage. Direct lending to SMEs, 

grants, loan guarantee, moratoriums, deferred taxes are some of the popular measures adopted by 

various countries to safeguard SMEs from failure. From the analysis, it was found that, a 

substantial number of the SMEs in Kwara State have not felt the impact of intervention as many 

have not been able to access most of the interventions. Consequently, a substantial number of the 

SMEs have temporary closed down operations leading to a massive job loss. Again, the ability to 

access the interventions significantly influences the continuous business operations and job 

security of SMES.  

 

5.  CONCLUSION AND RECOMMENDATION 

The paper assessed the impact of interventions policies on SMEs survival. Based on the major 

findings, the study concluded that, an alternative policy in business interruption insurance is 

needed. Apart from the challenges in accessing the interventions by the SMEs, most of the 

policies place heavy financial burden on government, affected SMEs and financial institutions.  

The following recommendations were made. First, since bureaucratic hassles has been the major 

hindrance for assessing most of the interventions, government needs to put in place mechanisms 

to ensure transparency in the way grants, loans and other interventions are given. This way, the 

administrative bottlenecks will be eased if not eliminated. Second, national insurance 

commission (NAICOM), government, business community and other relevant agencies need to 

fine-tune or to make amendments to standard business interruption insurance policy to cover loss 

of income due to viruses, bacteria and other related pandemics.  
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Appendix 

. reg q1 q2 q3 

 

      Source |       SS       df       MS                       Number of obs =      37 

-------------+------------------------------                    F(  2,    34) =    3.93 

       Model |  12.8166693     2  6.40833466            Prob > F      =  0.0292 

    Residual |  55.4536009    34  1.63098826           R-squared     =  0.1877 

-------------+------------------------------                     Adj R-squared =  0.1400 

       Total |  68.2702703    36   1.8963964           Root MSE      =  1.2771 

 

------------------------------------------------------------------------------ 

          q1 |      Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval] 

-------------+---------------------------------------------------------------- 

          q2 |  -.3012987   .4317391    -0.70   0.490    -1.178698    .5761007 

          q3 |   .7087367   .3731237     1.90   0.066    -.0495419    1.467015 

       _cons |   3.366824   .3956662     8.51   0.000     2.562734    4.170915 
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Abstract 

Whether corporate social responsibility (CSR) has any association with ownership 

structure in the Nigerian listed commercial banks is a gap in the literature that needs to 

be sorted out empirically. Therefore, this research is set to examining the influence of 

strands of ownership structure on the level of CSR activities in an emerging market 

banking environment. Through panel data regression on all the 10 listed national 

commercial banks for the period 2007-2019, the findings indicate board members 

shareholdings and concentration of ownership displayed an insignificant positive 

influence on corporate social responsibility, CEO and executive directors’ownership 

stakes react significantly positively, the board chairman, foreign, institutional ownership 

stakes exhibit an insignificant negative influence on CSR. Thus, the welfare of the non-

financial stakeholders can be enhanced through CSR if the ownership of equity shares 

can be concentrated on the board members, CEO, and the insider directors of banks. 

Larger insider ownership stake supports improvement in CSR of the banks which is a 

clear signal that the prophecy of the stakeholder theory of the firm is well accepted by 

the managers of banks in the emerging market banking sector. CSR can be used as a 

corporate strategy to improve the performance of the banks if the ownership structure of 

the banks can be skewed on board members, executive directors, and executive 

directors of the banks. 

 

Keywords:bank ownership structure, corporate governance mechanism, social 

responsibility, concentration of ownership,stakeholder theory 
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1.  INTRODUCTION 

Experts have claimed that good corporate governance (CG) mechanisms are drivers of 

companies towards being socially responsible and prosperous and that the absence is often 

blamed for the woeful performance of business entities. From Berle & Means (1932), the 

traditional economic perspective of CG centres on maximization of the shareholder value 

through maximization of firms’ financial performance. This emphasis was later criticized as 

shallow and myopic (Donaldson & Preston, 1995; OECD, 2004; Brown, Helland, & Smith, 

2006; Windsor, 2006; Gill, 2008; Ntim & Soobaroyen, 2013) which necessitated rising calls to 

include all the non-financial stakeholders. Aguilera, Desender, Bednar, & Lee (2015) advocated 

the modelling of CG mechanisms into firm processes to accommodate both financial and social 

interests in the firm. From this front, several studies have researched on how different CG 

mechanisms affect specific CSR outcomes. According to Jain and Jamali (2016), “at the 

institutional level of CG mechanisms formal institutions such as legal and political systems are 

known to shape the nature of firms’ stakeholder relationships. Informal institutions such as 

cultural beliefs and norms impact are tested on the extent of CSR practices. At the firm level, 

ownership structures, board structural characteristics, and executive compensation contracts take 

the stage. At the individual level, managers’ and directors’ demography and socio-psychological 

experiences tend to inform their roles and also affect their firms’ CSR performance.” However, 

this study aligns with the firm level CG mechanisms of ownership structure and the influence on 

CSR with specific interest in listed national commercial banks in Nigeria. 

 

The strands of ownership structure in form of board of directors’ ownership (BDO), board 

chairman ownership (BCO), chief executive officer ownership (CEO), executive directors’ 

ownership (EDO), foreign investors ownership (FRO), institutional investor ownership (IIO) and 

ownership concentration (OWC)) of banks in an emerging market economy, Nigeria will be 

employed. As stated by Klapper and Love (2004), the need for this study is anchored on the fact 

that countries with weak legal or regulatory environments need effective internal CG 

mechanisms to sustain their operations against the prevailing ineffective laws and enforcements.  

The subsequent sections of this paper are arranged as follows. The conceptual review and the 

stylized facts emerging from earlier theoretical and empirical works are displayed in section 2. 

The methodology is presented in section 3 while in section 4 we have the results and discussion. 

Section 5 contains conclusion of the paper. 

 

2.  LITERATURE REVIEW 

 Conceptual review 

Basically the distribution of equity shares among different species of holders is termed 

ownership structure (OS) of a firm. When the ownership is distinguished by the identity of the 

holders, we have insider (board members, managers and employees) as well as outsider owners, 

local and foreign owners, institutional and individual owners. From the insider ownership we 

have board of directors’ ownership (BDO), board chairman ownership (BCO), chief executive 

officer ownership (CEO), and executive directors’ ownership (EDO). Outside ownership 

includes non-executive directors’ ownership (NDO), foreign investors’ ownership (FIO), and 

institutional investor ownership (IIO). Each of these ownership strands is determined by the ratio 

or percentage of the number of common shares held by each type to the total number of common 

shares of the firm (Habbash, 2015; Al-Malkawi and Pillai, 2012; Davies & Cobb 2010; 

Holderness, 2003; Morck et al., 1988; Shleifer and Vishney, 1986). When the ownership is 

distinguished by the level of concentration of ownership rights it is dicotomized into a dispersed 

ownership and a concentrated (diffused) ownership structures. It is regarded as dispersed when a 

higher percentage of the shareholders hold significantly higher proportion of the equity shares of 
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the company, otherwise it is called concentrated ownership (Bocean & Barbu, 2007; Shleifer and 

Vishny, 1997).  

 

The concept of CSR has been given several interpretations by different scholar. However, this 

study affirms that CSR is an act of running a business to maximize the welfare of all the 

stakeholders which includes service to society in general.  It is usually targeted at employee 

welfare/safety, promoting equality (human rights), and fairness. It is a concept that used to be 

derided by the business and investment community up to late 1970s but seems to be assuming a 

topical issue in the affairs of many firms. Currently companies provide permanent staff to 

departments that research and promote CSR as a vital element in their corporate goal. Since then 

CSR has been gaining relevance and prominence in the annual reports.  

 

 Theoretical review 

Stakeholder theory emerged as a challenge to the primacy of shareholder interest of the agency 

theory. The idea of stakeholder theory is that companies should adopt the idea of corporate 

responsibility to stakeholders instead of shareholders alone. Therefore, the ultimate goal of the 

stakeholder theory is to make sure that companies respond to and take care of the welfare of a 

wide range of direct and indirect interest groups.  

Cadbury (1992) might have keenly understood this when it pointed out that “corporate 

governance is concerned with holding the balance between economic and social goals and 

between individual and communal goal and the aim is to align as nearly as possible the interests 

of individuals, corporations and society.” Therefore, this study though recognizes the multiple 

principals that deserve the attention of management but the focus is on the corporate social 

responsibility to the society, which is an aspect of the stakeholders. The mood of the society 

towards a corporate entity is critical to its survival. Ownership structure of a firm is considered 

critical to performance of companies in this direction. It is on this note that this study seeks to 

find out the influence of ownership structure on the corporate social responsibility performance 

of firms with specific interest on listed banks.  

 

Empirical review and hypotheses development 

 Board of directors’ ownership and CSR 

The convergence-of-interests (interest alignment) and the entrenchment effect have been used to 

explain the impact of board ownership on the engagement of CSR. With convergence-of-

interests a significant shareholding by board members can make room for alignment of diverse 

interests of the stakeholders into one. This is because with the appreciable shareholdings the 

board has the confidence and power to control the managers to the right direction in meeting 

every stakeholder’s needs including the society but if and only if they do not use their influence 

selfishly. Hence, board ownership serves as an important means of controlling agency problems 

(Jensen and Meckling, 1976; Brickley, Lease, Smith, 1988; Jensen, 1993; Agrawal and Knoeber, 

1996; Chung and Pruitt, 1996; Kang & Sorensen, 1999; Denisand McConnell,2003; Bhagat and 

Bolton, 2008; Al-Malkawi and Javaid, 2018). Faisal and Abdul (2015), Bhagat and Bolton 

(2013), Mehran (1995), Morck et al (1988) presented empirical evidence that there is a positive 

correlation between board ownership and firm’s performance and this can by extension increases 

the expenditure on CSR.  Hence it is established that companies whose directors have good 

ownership in their equity perform better asboard ownership has the likelihood of decreasing 

agency costs but whether the good performance engendered by board ownership as well impact 

on the CSR performance of the banks needs empirical investgation. Some empirical evidences 

have been provided. For instance, Muttakin and Subramaniam (2015), Htay, Ab Rashid, Adnan, 

& Meera (2012) established negative significant correlation between ownership stake of 

management and the level of CSR disclosure.Majumder, Akter and Li (2017), Nazli &Mohd 

https://www.sciencedirect.com/science/article/pii/S2077188616300221#bib0105
https://www.sciencedirect.com/science/article/pii/S2077188616300221#bib0025
https://www.sciencedirect.com/science/article/pii/S2077188616300221#bib0025
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(2007) show a significant negativeassociation between managerial ownership and CSD. With 

data from 231 medium-size manufacturing companies Zahra, Neubaum, and Huse (2000) show 

that commitment to corporate entrepreneurship (CE) is high when equity stock ownership of 

directors in the company is high. All these give rise to the question, Does the good performance 

engendered by ownership stakes of board chairman, CEO, and executive directors’ impact on the 

CSR performance of the banks? In looking forward for emergence of a new theory we 

hypothesized that, H1: Board of directors’ ownership stake does not influence the level of CSR 

disclosure in the subject-banks.H2: Board chairman ownership stake does not relate with the 

level of CSR disclosure in the subject-banks.H3: CEO ownership stake has no effect on the level 

of CSR disclosure in the subject-banks. H4: Executive directors’ ownership stake does not have 

impact on the level of CSR disclosure in the subject-banks. 

 

 Foreign investors’ ownership and CSR 

Ali, Frynas, & Mahmood(2017) of 76 empirical research studies “found that in developed 

countries, the CSR disclosure is driven by the pressure of specific stakeholders such as 

regulators, shareholders, creditors, investors, environmentalists and the media while in 

developing countries, it is majorly influenced by the external forces/powerful stakeholders such 

as international buyers, foreign investors, international media and international regulatory bodies 

and relatively little pressure from the public”. Nigeria being a developing country does foreign 

ownership in banks plays out the same way as stated by Ali, Frynas, & Mahmood(2017)? The 

results of the investigation on the effect of foreign ownership on CSR performance appear 

equivocal. Muttakin and Subramaniam (2015) and Majumder, Akter and Li (2017) recorded 

insignificant positive association between foreign ownership and CSR.Claessens and Djankor 

(1999), Nada (2004), and Dwivedi and Jain (2005) conclude that firms with high foreign 

ownership structure have high performance,  Kumar (2004), Yammeesri (2003) recorded 

negative influence of foreign ownership on performance as managers in such firms will have the 

opportunity to expropriate firm’s resources for their own benefits. As foreign ownership of a 

company is expected to give more importance to monitoring and transparency it is assumed that 

its reputation and value towards CSR will be enhanced. However, we predict that, H5: Foreign 

ownership stake does not affect the level of CSR in the subject-banks. 
 

 Institutional investors’ ownership and CSR  
According to Velury and Jenkins (2006), “it is believed that given institutional investors’ 

relatively high level of investment and capacity to gather and interprete financial reports they 

will help to resolve agency problems by monitoring and influencing the conduct of listed 

companies towards good CSR performance. As their monitoring skill is expected to increase 

return on investment, diminish agency costs and cost of capital, how does it impact on the level 

of CSR? Past research results produced mixed findings. While some reported a positive relation 

between firm value and institutional investors’ ownership (Demsetz, 1983; Shliefer and Vishney, 

1986; McConnell and Servaes, 1990; Chaganti and Damanpour, 1991; Larcker, Richardson, and 

Tuna, 2004; Kyereboah-Coleman, 2007), Barako & Tower (2007) and Lowenstein (1991) finds 

little evidence that institutional ownership is correlated with firm performance. Usually, 

institutional investors prefer to invest in socially responsible firms (Graves and Waddock, 1994) 

but Htay, Ab Rashid, Adnan, & Meera (2012) recorded that higher percentage of institutional 

ownership has lower CSR information disclosure of Malaysian listed banks using a panel data 

analysis. Majumder, Akter and Li (2017) recorded insignificant positive association between 

institutional ownership and CSR. Based on the literature, does the good performance engendered 

by institutional ownership as well reflect on the CSR performance of the banks? We 
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hypothesized thus, H6: Institutional ownership stake has no effect on the level of CSR in the 

subject-banks.  

 

Ownership concentrationand CSR 

Shleifer and Vishny (1997) stated that “the degree of ownership concentration in a firm 

determines power distribution between managers and shareholders”. The controlling 

shareholders have adequate influence and control over management and firm’s resources. As 

they monitor firm’s operations effectively, agency costs and information asymmetry decrease 

while performance improves, especially where the interest allignment among the stakeholders. 

However, what obtains most times is that the controlling shareholders act for their own interests 

to the detriment of other stakeholders. Demsetz and Villaalonga (2001) and Grossman and Hart 

(1986) submit that “higher concentration of ownership gives large shareholders stronger 

incentives and greater power at lower cost to monitor management and this generates positive 

effect on firm performance”. Fama and Jensen (1983) cautioned that “ownership concentration 

above certain level will allow managers to become entrenched and expropriate the wealth of 

minority shareholders” since the controlling shareholders can transfer the firm’s resources out of 

the firm for their own benefits (tunneling), leaving the minority investors with fear of being 

expropriated. This may induce high cost of capital to the firm and make a hitherto good 

investment amounts to inefficient investment. Similarly, Shleifer and Vishny (1997), Morck et al 

(1988), and Wruck (1989) posit that “at low levels of ownership concentration (OC), an increase 

in OC will be associated with an increase in firm value but that beyond a certain level of OC, the 

relationship might be negative”. Berle and Means (1982) and Shleifer and Vishny (1986) 

confirm the existence of positive linear relationship between ownership concentration and firm 

performance.  Kiliç, Kuzey, & Uyar (2015) with content analysis and panel data recorded a 

significant positive effect of ownership diffusion on CSR disclosure of banks. Applying 

hierarchical regression analysis on the CSR disclosure index constructed using content analysis 

from annual report, while controlling the effects of firm size and profitability of the companies, 

Said, Zainuddin and Haron (2009) found that the ownership stake of ten largest shareholders has 

strong negative association with the level of CSR. Lower CSR was discovered in Malaysian 

listed banks by Htay, Ab Rashid, Adnan, & Meera (2012) against higher percentage of block 

ownership. Strong negative association between concentrated ownership and CSR was noticed 

by Majumder, Akter and Li (2017). From the expositions above, the question is, does the good 

performance engendered by ownership concentration impact on the CSR performance of the 

banks? In this work, based on the conflicting findings we predict that ownership concentration 

could have no visible impact on CSR. We hypothesized thus, H7: The level of ownership 

concentration does not relate with the level of CSR in the subject-banks.  

From the foregoing, it is quite clear that there is lack of sufficient study on the relationship 

between ownership structure and CSR performance of banks in Nigeria. The current study aims 

to fill this existing gap in Nigeria. 

 

3.  METHODOLOGY 

Materials and Methods 

 Materials 

The study employed seven ownership structure indicators namely, percentage of ownership 

stakes of board of directors, board chairman, CEO, executive directors, foreign investors, 

institutional investors, and ownership concentration. These indicators serve as the independent 

variables in the seven models uniquely. The dependent variable, CSR was proxied by the value 
of CSR in the form of donations and charitable gifts as disclosed in their annual reports. In this 

study board of directors’ ownership is the total number of shares owned by directors of a bank as 
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a percentage of the outstanding shares of the bank. The higher the percentage the greater is the 

directors’ shareholding. Board chairman ownership is the total number of shares owned by 

chairman of board of directors of a bank as a percentage of the outstanding shares of the bank. 

CEO ownership is the total number of shares owned by managing director/chief executive officer 

of a bank as a percentage of the outstanding shares of the bank. Executive directors (inside) 

ownership is the total number of shares owned by executive directors of a bank as a percentage 

of the outstanding shares of the bank. The higher the percentage the greater is the executive 

directors’ shareholding. Foreign ownership is the total number of shares owned by foreign 

individuals/companies as a percentage of the outstanding shares of the bank. Institutional 

investors’ ownership is the total number of shares owned by high networth investors/companies 

as a percentage of the outstanding shares of the bank. Ownership concentration is the percentage 

of shareholders that owned up to 80% of the outstanding shares of the bank. Dividend per share 

(DPS) was measured by the ratio of total dividend declared to total number of equity shares 

issued. Bank size and the age, measured by natural log of total assets and bank age respectively 

were included as control variables.  

 

Eleven national banks were consistently listed from 2007 to 2019, out of which 10 banks met the 

criteria of CSR consistently as they clearly invested on CSR. The dataset are annual data 

extracted from the annual financial statements of the subject-banks as submitted to and approved 

by the regulatory authorities for years 2007-2019. 

 

 Methods 

The fixed-effects and the random-effect models were adopted. The descriptive statistics were 

employed to ascertain the mean of each variable within the selected banks used. We employed 

seven models. The seven models comprised 130 observations and ten Nigerian banks which is 

used in explaining the seven hypotheses of the study. The fixed-effect model employed to 

control for heterogeneity across banks in the intercept parameters is expressed as; 

𝑐𝑠𝑟𝑖𝑡 = 𝑎𝑖 + 𝛽1𝑜𝑤𝑛_𝑠𝑡𝑎𝑘𝑒𝑖𝑡 + 𝛽2𝑠𝑖𝑧𝑒𝑖𝑡 + 𝛽3𝑎𝑔𝑒𝑖𝑡 + 휀𝑖𝑡      (1) 

 

where 𝛼𝑖 is the cross-sectional specific parameter that denotes the fixed effect. The 𝛼𝑖 represents 

the absence of every other systematic feature that predicts the dependent variables other thanthe 

regressors in the model (Wooldridge, 2012). In the fixed model, 𝛼𝑖 is always constant across 

time. The fixed-effects model is used mostly when investigating the influence of variables that 

change with time as it controls for fixed individual characteristics of the various entities in the 

model (www.econstor.eu) 

 

In the alternative model, which is the random-effects model, the 𝜶, which is the individual-

specific component, is not estimated as a parameter in the random effect model. It is rather seen 

as a random variable with a mean of 𝜇 and a variance of 𝜎𝛼
2. This suggests that the random effect 

model estimates the heterogeneity across entities as random components and it’s expressed as; 

𝑐𝑠𝑟𝑖𝑡 = 𝑎𝑖 + 𝛽1𝑜𝑤𝑛_𝑠𝑡𝑎𝑘𝑒𝑖𝑡 + 𝛽2𝑠𝑖𝑧𝑒𝑖𝑡 + 𝛽3𝑎𝑔𝑒𝑖𝑡 + 𝜇𝑖𝑡 + 휀𝑖𝑡     (2) 

 

𝜇 𝑖t measures the between-entity error term, the variations across units are assumed to be 

uncorrelated and random with the regressors. In this model, it is assumed that the 휀 𝑖t is 

uncorrelated with the regressors thus allowing time-invariant variables to play a role as 

regressors. This study tests for appropriate model selection between random effect and fixed 

effect employing the Hausman 𝜒2 test approach. This model selection test is usually employed 

when comparing or selecting between the estimates of the random and fixed-effects models. The 

Hausman test reveals whether the appropriate stochastic terms are drawn from a random 

http://www.econstor.eu/
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distribution or are fixed. A p-value higher than five percent implies that both models are reliable 

but the random-effect model is the most efficient (Pesaran, 2004).  

 

The study further adopts the Wooldridge test for serial correlation, with a null hypothesis of no 

autocorrelation in the estimated model. The null hypothesis will be rejected on condition that the 

probability value of the Wooldridge test for serial correlation is less than a five percent 

significance level. The heteroskedasticity test in the fixed model will be done by applying the 

modified Wald test. The null hypothesis suggests that the stochastic variance is the same across 

the ten banks (Stock, & Watson, 2008). For ease of interpretation, we converted the corporate 

social responsibility, and bank size to their natural logarithm. 

 

4.  RESULTS AND DISCUSSIONS 

Table 1 presents the descriptive statistics of the variables to be applied in the econometric model. 

The table reveals that the Board of directors’ ownership stake has an average value of 9.2, a 

minimum value of 0, and a maximum value of 66.1. On the other hand, the Board chairman 

ownership stake has an average value of 1.65, with a minimum value of 0 and a maximum value 

of 16.11. Also, the CEO ownership stake has an average value of 1.1, with a minimum value of 0 

and a maximum value of 11.3. The clear difference between the minimum and maximum values 

shows a substantial disparity between the variables over the years and across the observed banks. 

Executive directors’ ownership stake, foreign ownership stake, institutional ownership stake, the 

level of ownership concentration has average values of 1.6, 16.3, 31.2, and 1.33 respectively. On 

the other hand, the average value of corporate social responsibility is 19.04. Its minimum value is 

15.7 and its maximum value is 21.8. Firm size has an average value of 21.05. Finally, on 

average, the age of the firms is revealed to be 47.1. The minimum age is 17 and the maximum 

age is 125. 

 

Table 1: Summary Statistics of the Variables 

Variables Observation Mean Standard 

Deviation 

Minimum Maximum 

Board of directors’ 

ownership stake 

130 9.197238     11.90267 0 66.10538 

Board chairman 

ownership stake 

130 1.649764      3.1088 0 16.11434 

CEO ownership stake 130 1.104085     2.323186 0 11.29 

Executive directors’ 

ownership stake. 

130 1.55601     2.910607 0 11.89 

Foreign ownership stake 130 16.2705     24.36792 0 90.67789 

Institutional ownership 

stake.   

130 31.21735     26.67618 0 90.68 

The level of ownership 

concentration. 

130 1.324522     2.404362 0 13.1 

Corporate Social 

Responsibility 

130 19.0401 1.2862 15.7718 21.8433 

Dividend per Share 130 -0.7803 1.1368 -3.9120 1.0296 

Firm Size 130 21.0446 0.8461 18.8319 22.6899 

Age 130 47.1 32.8265 17 125 

Source: Authors computation 

Note: Corporate social responsibility and firm size are converted to their natural logarithm. 
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Table 2 reveals the impact of the board of directors’ ownership stake on corporate social 

responsibility. The Results from the fixed and random effects model show that the board of 

directors’ ownership stake has a positive and insignificant influence on corporate social 

responsibility. However, firm size in both models influences corporate social 

responsibilitypositively and significantly. 

 

Table 2: Fixed and Random Effects Model (1) 

Variables Fixed Effects Random Effects 

board of directors’ ownership 

stake 

 

0.0029 

(0.750) 

0.0039 

(0.504) 

Firm Size 1.1597***  

(0.000) 

1.1171*** 

(0.000) 

Age -0.0156  

(0.679) 

-0.0042  

(0.646) 

Constant -4.6488  

(0.201)  

-4.2072 

(0.182) 

R-Squared 0.5947 0.6282 

F-Statistics 10.48 *** 

(0.0000) 

 

Wald  58.71 *** 

(0.0001) 

Wooldridge 0.0677 0.0677 

Hausman  0.6925 

Source: Author’s computation. 

Note: *, ** and *** denotes statistical significance at 10%, 5% and 1%. Dependent Variable: 

Corporate social responsibility. Probability values are in parenthesis. Random Effects model is 

heteroskedastic consistent in standard error. 

 

The further result shows that age has negative and insignificance influence on corporate social 

responsibility under the fixed and random-effects model. This study, however, relies on the 

results of the random-effects model because the Hausman test shows that the random-effects 

model is most preferred.  

Table 3 present the results on the impact of Board chairman ownership stake on corporate social 

responsibility. Results from the fixed and random effects model show that the Board chairman 

ownership stake in Nigerian banks has an insignificant negative impact on corporate social 

responsibility. 
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Table 3: Fixed and Random Effects Model (2) 

Variables Fixed Effects Random Effects 

board chairman ownership 

stake 

-0.0131  

(0.547) 

-0.0092  

(0.508) 

Firm Size 1.1265*** 

(0.0000) 

1.1120*** 

(0.000) 

Age -0.0098 

(0.798) 

-0.0042  

(0.646) 

Constant -4.1502 

(0.243) 

-4.0446  

(0.161) 

R-Squared 0.6141 0.206 

F-Statistics 10.86*** 

(0.0000) 

 

Wald  85.27*** 

(0.000) 

Wooldridge 0.0863 0.0863 

Hausman  0.6382 

Source: Author’s computation. 

Note: *, ** and *** denotes statistical significance at 10%, 5% and 1%. Dependent Variable: 

corporate social responsibility. Probability values are in parenthesis. Random Effects model is 

heteroskedasticconsistent in standard error. 

 

It is however revealed that firm size has a positive and significant impact on corporate social 

responsibility on both models. It is also discovered that bank age insignificantly influences 

corporate social responsibility negatively in the fixed and random-effects models. The result of 

the Hausman which has a probability value greater than 5% indicates that the random-effects 

model is, however, the most preferred model. 

 

Table 4: Fixed and Random Effects Model (3) 

Variables Fixed Effects Random Effects 

CEO ownership stake 0.0614* 

(0.065) 

0.0605 

(0.137) 

Firm Size 1.1942*** 

(0.000) 

1.1341*** 

(0.000) 

Age -0.0151 

(0.683) 

-0.0028 

(0.752) 

Constant -5.4358  

(0.124) 

-4.6539 

(0.219) 

R-Squared 0.5914 0.6225 

F-Statistics 11.73*** 

(0.0000) 

 

Wald  101.94 *** 

(0.0000) 

Wooldridge 0.0948 0.0948 

Hausman  0.9270 

Source: Author’s computation. 

Note: *, ** and *** denotes statistical significance at 10%, 5% and 1%. Dependent Variable: 

Corporate Social Responsibility. Probability values are in parenthesis. Random Effects model is 

heteroskedasticconsistent in standard error. 
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Results from table 4 reveal the impact of CEO ownership stake on corporate social 

responsibility. The results from the two alternative models show that CEO ownership stake has a 

positive and significant impact on corporate social responsibility in the fixed effects regression 

but insignificant impact in the random effects regression. It also revealed that firm size has a 

positive and significant impact on the corporate social responsibility of Nigerian banks in both 

estimation techniques. Bank age, on the other hand, has a negative and insignificant impact on 

corporate social responsibility on both estimations. The Hausman test result revealed that the 

random-effects model is the most preferred and as such inference should be based on the 

random-effects model. 

 

Table 5: Fixed and Random Effects Model (4) 

Variables Fixed Effects Random Effects 

Executive directors’ 

ownership stake 

0.0947*** 

(0.002) 

0.0860 *** 

(0.000) 

Firm Size 1.3170 *** 

(0.000) 

1.1754*** 

(0.000) 

Age -0.0261 

(0.470) 

-0.0021 

(0.818) 

Constant -7.6238** 

(0.032) 

-5.6252 

(0.074) 

R-Squared 0.4972 0.6099 

F-Statistics 13.11*** 

(0.0057) 

 

Wald  116.14*** 

(0.0000) 

Wooldridge 0.0999 0.0999 

Hausman  0.6922 

Source: Author’s computation. 

Note: *, ** and *** denotes statistical significance at 10%, 5% and 1%. Dependent Variable: 

Corporate Social Responsibility. Probability values are in parenthesis. Fixed Effects model is 

heteroskedastic consistent in standard error. 

 

Table 5 reveals the result of the impact of the executive directors’ ownership stake on the 

corporate social responsibility of Nigerian banks. The results from the fixed and random effects 

model show that the executive directors’ ownership stake has a positive and significant impact 

on corporate social responsibility. It is also evident from both estimation techniques that firm 

size has a positive and significant impact on corporate social responsibility. On the other hand, 

age has a negative and insignificant impact on Nigerian banks’ corporate social responsibility 

based on the estimation results from both estimation strategies. The result of the Hausman test 

which has a probability value of 0.6922 reveals that the random-effects model is the most 

preferred. 

 

Table 6 presents the impact of foreign ownership stake on corporate social responsibility. Results 

from the fixed and random effects model show that foreign ownership stake has a negative and 

insignificant influence on the corporate social responsibility of Nigerian banks.  
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Table 6: Fixed and Random Effects Model (5) 

Variables Fixed Effects Random Effects 

Foreign ownership stake -0.0023  

(0.574) 

-0.0030  

(0.337) 

Firm Size 1.096*** 

(0.000) 

1.1178*** 

(0.000) 

Age -0.0028 

(0.948) 

-0.0033 

(0.696) 

Constant -3.7938 

(0.303) 

-4.1767 

(0.189) 

R-Squared 0.6223 0.6252 

F-Statistics 10.95 *** 

(0.0000) 

 

Wald  55.96 *** 

(0.0000) 

Wooldridge 0.0755 0.0755 

Hausman  0.9296 

Source: Author’s computation. 

Note: *, ** and *** denotes statistical significance at 10%, 5% and 1%. Dependent 

Variable:Corporate Social Responsibility. Probability values are in parenthesis. Fixed Effects 

model is heteroskedastic consistent in standard error. 

 

The further result shows that firm size has a statistically significant and positive impact on the 

corporate social responsibility of Nigerian banks in both estimation techniques. However, the 

result from the two alternative models reveals that age exacts a negative and insignificant 

influence on corporate social responsibility. This study, however, relies on the results of the 

random-effects model because the Hausman test shows that the random-effects model is most 

preferred.  

 

Table 7: Fixed and Random Effects Model (6) 

Variables Fixed Effects Random Effects 

Institutional ownership stake -0.0044 

(0.200) 

-0.0042  

(0.188) 

Firm Size 0.0881*** 

(0.000) 

1.1542*** 

(0.000) 

Age 0.0071 

(0.861) 

-0.0030 (0.712) 

Constant -3.9561 

(0.262) 

-4.8723 

(0.083) 

R-Squared 0.5267 0.6185 

F-Statistics 11.48*** 

(0.000) 

 

Wald  76.87*** 

(0.0000) 

Wooldridge 0.0671 0.0671 

Hausman  0.9647 

Source: Author’s computation. 
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Note: *, ** and *** denotes statistical significance at 10%, 5% and 1%. Dependent Variable: 

Corporate Social Responsibility. Probability values are in parenthesis. Fixed Effects model is 

heteroskedasticconsistent in standard error. 

 

Table 7 shows the results on the impact of the institutional ownership stake on corporate social 

responsibility. Results from the fixed and random effects model show that the institutional 

ownership stake has a negative and insignificant impact on corporate social responsibility. 

However, the result of the two estimation techniques revealed that the firm size has a positive 

and significant influence on corporate social responsibility. The result further revealed that age 

has a positive but insignificant impact on corporate social responsibility in the fixed-effect 

estimation, whereas, in the random effect estimation, it exacts a negative and insignificant 

impact. The result of the Hausman test which has a probability value of 0.9647, implies that the 

random-effects model is the most preferred. 

 

Table 8: Fixed and Random Effects Model (7) 

Variables Fixed Effects Random Effects 

The level of ownership 

concentration 

0.0571 

(0.176) 

0.0571  

(0.114) 

Firm Size 1.0441*** 

(0.000) 

1.0441***(0.007) 

Age 0.0125 

(0.767) 

0.0125  

(0.786) 

Constant -3.4675  

(0.331) 

-3.4675 

(0.472) 

R-Squared 0.4061 0.4061 

F-Statistics 10.13*** 

(0.0000) 

 

Wald  24.20*** 

(0.000) 

Wooldridge 0.0837 0.0837 

Hausman  0.7213 

Source: Author’s computation. 

Note: *, ** and *** denotes statistical significance at 10%, 5% and 1%. Dependent 

VariableCorporate Social Responsibility. Probability values are in parenthesis. Fixed Effects 

model is heteroskedastic consistent in standard error. 

 

Table 8 presents the results of the impact of the level of ownership concentration on corporate 

social responsibility in Nigerian banks. The results from the fixed and random effects model 

reveal that the level of ownership concentration has a positive and insignificant impact on 

corporate social responsibility. However, firm size exacts a positive and significant impact on 

corporate social responsibility in both the fixed and random-effects models. Bank age in both 

estimation techniques has a positive and insignificant impact on corporate social responsibility. 

This study relies on the results of the random-effects model because the Hausman test shows that 

the random-effects model is most preferred.  

 

5.  CONCLUSION 

Through our empirical study we set out to find whether firm-level CG mechanisms, the 

ownership structure, impact firm-level CSR value of activities of banks. This investigation is 

both timely and needed given the weak legal, political and regulatory environments prevailing in 
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the country. Our research findings reveal that while the board of directors’ ownership stake and 

ownership concentration displayed a positive and insignificant influence on corporate social 

responsibility, CEO and executive directors’ownership stakes have a positive and significant, the 

board chairman, foreign and institutional ownership stakes have a negative and insignificant 

effect on corporate social responsibility. We have taken an important step in establishing the link 

between each strands of ownership structure and the corporate social responsibility in the 

commercial banking space of Nigeria, thus, consolidating and contributing to existing knowledge 

in this domain. We have set a concrete model that will guide future research in other sectors of 

the economy both in Nigeria and beyond. This study provides empirical support that larger 

insider equity ownership stake in the bank supports improvement in CSR of the banks which is a 

clear signal that the prophecy of the stakeholder theory of the firm is well accepted by the 

managers of banks in the emerging market banking sector. Moreover, it offers insights to policy 

makers interested in using CSR as a corporate strategy to improve the performance of the banks 

to skew the ownership structure of the banks in favour of board of directors, executive directors, 

and the executive directors of banks. 
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Abstract 

 

This paper empirically examines the influence of board characteristics on the 

performance of listed commercial banks in Nigeria from 2007 to 2019. The annual 

reports of the banks as approved by the Central Bank of Nigeria and the daily official 

lists of the Nigerian Stock Exchange provided the financial information required for the 

study. The dependent variables are return on assets, return on equity, earnings per share, 

and market price per share. The firm-level governance characteristics of board structure 

namely board size, board independence, and board gender diversity are the independent 

variables while controlling for leverage, firm size and age. Multiple regressions method 

was employed on panel data. The results indicate that board size, board independence, 

female representation on board have influence on banks’ financial performance. Smaller 

board size, greater number of non-executive directors, and large number of female on 

the board are more likely to improve financial performance. The findings for smaller 

board size, executive directors-dominated board, and more female representation on the 

board support the agency theory, the staewardship theory, and the stakeholders’ theory 

respectively. 

 

Keywords: agency theory, board attributes, corporate governance, firm performance, 

stakeholder theory, stewardship theory  

*Data availability statement  

The data that support the findings of this study are available from the corresponding 

author upon reasonable request. 

 

1.  INTRODUCTION 

Experts have claimed that corporate governance with respect to corporate board characteristics is 

a major driver of corporate financial performance (CFP) and that the absence of good corporate 

board structure is often blamed for the woeful performance of business entities. Whether this 

claim holds true in the Nigerian banking sector is a question that spurred this research interest to 
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ascertain the influence of corporate board structure on corporate performance. In the recent 

times, the number of female directors on the board of companies has been rising. In some 

countries mandatory quota on the percentage of female directors is stipulated. This has been 

increasingly attracting the attention of theory and practice on the relevance of female directors on 

the performance of firms. This study is an attempt to find out the influence of female directors on 

corporate financial performance of Nigerian banks. Some experts suggest that firm-level good 

corporate governance (CG) provisions matter more in countries with weak legal or regulatory 

environments as it compensates for ineffective laws and enforcements. The board of directors of 

company is regarded as a major key driver of good corporate governance since directors are the 

ones who influence the company’s management and operational activities. Therefore the major 

aim of this study is to examine the extent to which corporate governance mechanisms in the form 

of corporate board structure in terms of board size, board independence, and board gender 

diversity may relate to banks’ financial performance. Black et al. (2014) posit that multi-country 

studies have the potential to provide generalizable inferences but sometimes fail to achieve deep 

conclusions due to lack of historical and comprehensive data. Solo-country research suffers from 

lack of generalisation though offers deep but often too narrow conclusions. Nigeria was chosen 

to be the platform to conduct this research because she is one of the most representative markets 

in terms of the level of attention drawn to the importance of practice of good corporate 

governance in the banking institutions and transactions in the country. The banks are major 

players in banking transactions in the African continent, especially in the sub-saharan Africa 

where the Nigerian banks have either acquired some banks already existing in those countries or 

opened full-fledged banking institutions. 

 

To achieve the stated objectives, this paper is structured into 5 sections. Under introduction we 

provide the justification of the study and in section 2 we stylized facts emerging from earlier 

theoretical and empirical works. Section 3 provides the methodology while section 4 shows the 

results and discussion. Section 5 concludes the paper. 

 

2.  LITERATURE REVIEW 

A board of directors is a group of persons elected by shareholders to represent them as an 

integral part of internal governance mechanisms through which decisions and actions of 

managers can be monitored with the established policies on major company issues, supports the 

management with adequate resources that are essential to the company’s performance (Conyon& 

Peck, 2013). It is a control device that can mitigate agency problems. Every board of directors of 

a public company must have a structure. According to Coles, Daniel & Naveen (2014) board 

structure or composition consists of various degrees of heterogeneity which include board size, 

ratio of executive and non-executive directors to the board size, board independence, CEO-

duality, board member ownership, nationality, gender and age diversity, and board members 

education level. The focus of this study is on the effect of board size, board independence, and 

gender diversity on firm performance. 

 

From the perspective of Jensen and Meckling (1976), Fama and Jensen (1983), Hart (1995), 

Freeman, Wicks and Parmar (2004), Wang &Oliver (2009), the theoretical anchor of this study 

lies on the agency theory, stakeholder's theory, stewardship theory, and resource-dependency 

theory. Agency theory suggests that as agents are likely to deviate from the interests of the 

shareholders (the principals), the use of the internal corporate governance mechanisms executed 

through the board characteristics reduce this divergence of interests and induce managers (the 

agents) to fulfil their functions of improving firm performance and maximizing the value of 

shareholders. The stakeholders' theory states that the firm achieves good financial performance 

if, in addition to satisfying the interest of ordinary shareholders, the welfare ofall other interest 
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groups who constitute multiple principals, are also maximized.Stewardship theory posits that 

psychological (greater empowerment and job satisfaction) and sociological (self-identify as 

organizational representatives) methods of oversight imbibed by managers through career 

progression inhibit them as agents from acting against the interests of shareholders and achieve 

the organizational goals rather than the economic (pecuniary) tools of agency theory. 

Stewardship theory suggests that insider director-dominated board is more effective due to their 

in-depth knowledge of company operations (Muth & Donaldson, 1998) which the non-executive 

directors (NEDs) lack and this reduces board ability to monitor managers and make informed 

decisions when there are more of NEDs. Resource dependency theory opines that members of 

board of directors provide the direction and resources required by the firm from various diverse 

areas (gender, experience, qualification, expertise, capital and the likes) to carry on its operations 

and corporate governance structure that selects its board members along the line of this theory 

would perform well. On this note, Haniffa and Cooke (2002), Nicholson and Kiel (2007), 

Haniffa and Hudaib (2006) posit that boards with a high composition of non-executive directors 

(NEDs) are likely to provide positive firm performance, due to its wide expertise and knowledge, 

political and business contacts, networking with the external environment and reputation, and 

cheaper access to resources. This can give rise to large board size.  

 

 Board size and firm performance 

Board size is a value-relevant aspect of corporate boards and very central in the internal 

governance of a company to prevent agency problems. Agency theorists (Jensen, 1993; 

Yermack, 1996; Garg, 2007) affirm that smaller boards work more effectively as they are more 

cohesive, easier to coordinate and likely to contribute positively to firm performance while 

resource-dependence theorists (Dalton, Daily, Johnson, & Ellstrand, 1999; Nicholson & Kiel, 

2007) suggest that large board size has greater monitoring power over management activities and 

positively relates to performance. The resource-dependence theorists believe that large and 

diversified companies require access to a great range of resources and consequently they will 

appoint more directors to provide access to those resources. Some empirical studies on board 

size and corporate financial performance (CFP) show as follows. Tomar and Bino (2012) found 

no significant relationship between the two while some others recorded a negative effect on bank 

performance (Yermack, 1996; Olubukunola and Adeniran, 2012; Liang, et al., 2013; Al-Saidi & 

Al-Shammari, 2013; Dogan and Yildiz, 2013). Also larger boards were found to be positively 

associated with corporate performance (Williams, 2003; Cornett, Mcnutt, Tehranian, 2009; 

Jaafar and El-Shawa, 2009). Fooladi and Nikzad (2011) found insignificant relationship 

between board size and firm performance (ROE and ROA) on a sample of 30 Malaysian firms. 

In Pakistan, Cheema and Din (2013) recorded a positive relationship between board size and 

financial performance in the cement industry. Akdogan and Boyacioglu (2014) revealed a 

significant positive relationship between board size and return on asset (ROA) and return on 

equity (ROE) in Turkish companies listed on the Istanbul Stock Exchange. Kyereboah-Coleman 

(2007) indicated that large and independent boards enhance firm value of listed companies of 

Ghana, South Africa, Nigeria and Kenya. Danoshana and Ravivathani (2014) record 

significantpositive effect of board size on ROA and ROE of 25 listed financial institutions in Sri 

Lanka for the period 2008-2012. Shungu, Ngirande and Ndlovu (2014) show a negative 

relationship between board size and bank performance on a sample of 5 commercial banks in 

Zimbabwe for 2009-2012. Anjala & Shikha (2016) reveal that board size has a positive and 

significant impact on the firm performance measured by ROA, Tobin’s Q. From the foregoing, it 

is obvious that mixed results are provided by prior researches hence, no consensus has been 

reached. Based on this perception, we hypothesize H1: that there exists no association between 

board size and financial performance in the listed commercial banks in Nigeria. 
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 Board independence and firm performance 

An independent board is a corporate board that has a majority of outside directors who are not 

affiliated with the top executives of the firm and have minimal or no business dealings with the 

company to avoid potential conflicts of interests (Ararat, Orbay&Yurtoglu, 2010; Byrd, 

Cooperman & Wolfe, 2010; Dunn &Sainty, 2011; Cybinski and Windsor, 2013; Berghe & 

Baelden, 2015; Foo, & Zain, 2015; Bradbury, Mak & Tan, 2016). Board independence occurs 

when all or a majority of the board members has not been and is not currently employed by the 

company or its auditor, do not do a significant amount of business with the company, and do not 

have any other relationship with the company except as directors. An independent board is 

expected to provide vigilant oversight over firm executives to mitigate managerial opportunism 

and promote shareholder value. Some notable defects of independent directors are that those 

whose skill set or backgrounds are misfits to business operations of the firm may have limited 

input for careful investigation and some might have personal ties with the CEO and the managers 

which can make them feel indebted to the management and make their presence on the board 

merely serve as window dressing without real power. Agency theorists (Fama & Jensen, 1983; 

Jensen & Meckling, 1976; Nicholson & Kiel, 2007) argue that more non-executive and 

independent directors are considered one of the most important mechanisms for ensuring 

corporate accountability and firm growth as they help to moderate the principal–agent problem 

which may lead to more effective monitoring to prevent managers from gaining self-interest at 

the expense of shareholders. Thus agency theory suggests that board independence is positively 

related to firm performance. The higher the number of non-executive and independent directors 

the more the board becomes independent. On the other hand, stewardship theorists (Muth & 

Donaldson, 1998) recommend insider director-dominated board because the executive directors 

have in-depth knowledge of company operations which the NEDs lack which can reduce board 

ability to monitor managers and make informed decisions. Nguyen, Locke, and Reddy (2014) 

recorded that independent directors on the boards have no significant relationship with firm 

performance. Omran (2009), Sami, Wang, and Zhou (2011), Tomar and Bino (2012), Liang et al. 

(2013) revealed a positive impact of the number of independent directors on banks’ assets quality 

and performance of 50 largest Chinese banks for 2003-2010 periods. Al-Saidi & Al-Shammari 

(2013) revealed that non-executive directors relate inversely with performance. Fooladi and 

Nikzad (2011) found insignificant relationship between board independence and firm 

performance (ROE and ROA) on a sample of 30 Malaysian firms.  

 

Hermalin and Weisbach (1991) and Yermach (1996) show no significant relationship between 

board independence and CFP. Krivogorsky (2006) records a positive relationship between 

board composition and firm performance while Dulewicz& Herbert (2004) found no relationship 

between firm performance and board composition. Weisbach (1988) observes a positive 

relationship between board independence and CFP. Shungu, Ngirande and Ndlovu (2014) 

show a positive relationship between board composition and commercial bank performance. On 

a sample of 329 Saudi Arabia non-financial listed firms for the period 2013-2015, Mohammed 

(2017) records that neither board independence nor board size is linked to firm performance. 

This is due to the fact that non-executive directors lack real independence because personal 

relationships instead of skill and competency were applied in selecting members of the board of 

directors and this made the board less effective and costlier for the firms. With multiple 

regressions method on a sample of 64 industrial firms listed in the Jordan Amman Stock 

Exchange (ASE) for the year 2013, Almontaser & Faudziah (2018) registered a positive impact 

of board independence on performance. Given the lack of conscensus as regards the net effect of 

board independence on firm performance, this study seeks to address what is considered to be a 

deficiency in the literature by investigating the effect of board independence on firm 

performance in the context of Nigerian banking sector. From the above arguments the apri ori 
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expectation in this study is that H2: board independence has no effect on the performance of the 

listed commercial banks in Nigeria. 

 

 Board gender diversity and firm performance 

In an era of calls for gender equality in the corporate world, companies are being encouraged to 

appoint female directors to their boards. The question is whether there is a causal relationship 

between board gender diversity and firm performance.Using empirical data from the Nigerian 

context, this research contributes to understanding how female representation on boards of 

directors (BOD) affects a company’s financial performance. Most of the studies so far conducted 

in this area were on mature markets characterised by well-established corporate governance 

mechanisms. Whether more gender-diverse boards will improve financial performance in 

markets characterised by underdeveloped corporate governance mechanisms where companies 

are generally poorly governed, remains unclear. However, empirical studies on the relationship 

between gender diversity and firm performance show contrasting results. Dutta and Bose (2006) 

reported a significant positive relationship between women representation on the board of 

directors and market value added (MVA) and firm value. Shungu, Ngirande and Ndlovu (2014) 

show a positive relationship between board diversity and commercial bank performance. Adams 

& Ferreira (2009) showed that female directors have a significant negative effect on firm 

performance in a sample of US firms and suggest that mandating gender quotas for directors can 

reduce firm value for well-governed firms. Based on this controversy it is worthwhile to 

investigate the impact of board gender diversity on banks’ performance from an emerging 

market perspective. In this study, we predict that H3: Board gender diversity has no effect on the 

performance of the listed commercial banks in Nigeria. 

 

From the foregoing, there are few attempts made to understand the influence of board structure 

on performance of commercial banks and none in Nigeria context. Moreover, results of prior 

empirical studies yield equivocal findings. Thus the little research on commercial banks and 

equivocal findings are few reasons that have necessitated the need to understand the effect of 

board structure on financial performance of commercial banks in Nigeria. 

 

3.  METHODOLOGY 

Materials 

The study aim is to examine the affect of board attributes on financial performance of Nigerian 

listed commercial banks. The annual reports of the banks as approved by the Central Bank of 

Nigeria (CBN) and the daily official lists of the Nigerian Stock Exchange (NSE) provide the 

financial information required for the study of the listed sample commercial banks for the period 

2007-2019. Given that the bank consolidation that started in July 2004 in Nigeria ended on 

December 31, 2005, a year gap was given to allow the banks to consolidate the effects of such 

exercise. That is the reason the study’s sample period spans 2007 to 2019. The 2019 is the last 

year with complete data on the sample banks. The sample consists of all the listed commercial 

banks on the NSE. However, the analysis does not include banks for which there is incomplete 

data. The data used was collected from the annual reports of the banks. 

 

Dependent variables  

The measures of performance in this study which are in line with the literature relevant to 

corporate governance the dependent variables are earnings per share (EPSit), market price per 

share (MPPSit), return on assets (ROAit), return on equity (ROEit) of the banks and their 

definition and measurement in which they are used in the study are stated below. Return on 

assets (ROAit) is profit before interest and taxes divided by total assets. Return on equity (ROEit) 

is profit after taxes divided by shareholders equity. (EPSit) and (MPPSit) were obtained by 
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dividing the yearly profit after tax and Total market value of equity by the total number of 

ordinary shares issued and fully-paidEPS respectively. 

 

Independent variables  

The firm-level governance characteristics in terms of board structure which are well-documented 

in corporate governance literature that have potential influence on firm performance are board 

diversity, board size, and board independence. Therefore, the independent variables are board 

size, board independence, board gender diversity and their definition and measurement in which 

they are used in the study are stated below. Board size (BDSit) is measured by the total number 

of persons on the board of directors (Zhou & Chen, 2004) while some scholars use natural log of 

board size. Board independence (BDIit) is measured by the percentage of all non-executive 

directors to the board size. Board gender diversity is measured by the percentage of all female 

directors on the board to the board size in line with other researches on the topic (Post and 

Byron, 2015; Dalton et al., 1999; Adams and Ferreira, 2009).  

 

Control variables 

To reduce more the potential bias that can be caused by omitted variables, we control for other 

general firm characteristics namely the firm age, firm size, and leverage. Firm age (lnfage) 

measured by the natural logarithm of the number of years from the time a company came into 

existence to 2019 should be controlled in our model because younger firms tend to have higher 

growth prospects and the international operations and innovative capacity of a firm may be 

affected by its age. Firm size (fsize) as an endogenous variable is used to account for the 

potential effect of economies of scale as larger firms are harder to manage, tend to be more 

transparent with more highly-qualified managers, have easy access to debt market at lower cost 

and maximum benefit of tax shield which influence financial performance. The endogeneity 

problem will be introduced if firm size is included as an independent variable in the model. Firm 

size is the Log of total assets (Roodposhti & Chashmi, 2011) but for the bank we measured bank 

size (BSZit) by natural logarithm of gross revenue. Financial leverage (lev) was included as a 

control variable because it can reduce agency problem by helping to discourage managers’ over-

investment of free cash flow and highly leveraged companies may have lower incentive toengage 

in CSR. Leverage (LEV)is the ratio of total liabilities (total debt) to total assets.  

 

Methods  

Multiple regressions method was employed on panel data to establish the effects of board 

structure on financial performance of the commercial banks in Nigeria. The basic regression 

equations are expressed as follows: 

 

ROAit = β0+ β1BDSit+ β2BDIit+β3BGDit+ β4LEVit+β5FSZit +eit     -----------(Eq.1) 

 

ROEit = β0+ β1BDSit+ β2BDIit+β3BGDit+ β4LEVit+β5FSZit +eit      -----------(Eq.2) 

 

EPSit = β0+ β1BDSit+ β2BDIit+β3BGDit+ β4LEVit+β5FSZit +eit t     -----------(Eq.3) 

 

MPPSit = β0+ β1BDSit+ β2BDIit+β3BGDit+ β4LEVit+β5FSZit +eit   -----------(Eq.4) 

 

Since we are using panel data, we choose from among a pooled, fixed, or random effects model. 

Assuming that there are no systematic differences in firm performance across firms, years, and 

industries, pooled OLS is the preferred choice. However, the results of the Breusch-Pagan 

Lagrangian multiplier test (which helps choose between a random effects and pooled OLS 

model) show that pooled OLS cannot be used. To choose between using a random and fixed 
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effects model, we apply the Hausman specification test, the results of which favor the use of 

fixed effects. 

 

4.  RESULTS AND DISCUSSION 

 

Table 1 below presented the statistical attributes of the variables in the models of the study. All 

the variables were collected from the company’s annual report except the market price per share 

collected from the NSE daily official price list for equities listed on the exchange. The Table 1 

reveals that the return on assets, return on equity, earnings per share, and market price per share 

(that is, firm value) performance of the listed commercial banks in Nigeria over the thirteen-year 

period ranged from -6.96% to 9.46%, -109.11% to 41.41%, -1266kobo to 830kobo, and 76kobo 

to 6614kobo respectively with average values of 5.22%, 11.60%, 157kobo, 1296kobo and the 

standard deviation of 2.13%,17.02%, 224kobo, 1282kobo respectively. These indicate that on 

average, the banks made 5.22%, 11.6%, 157kobo, 1296kobo as the return on assets, return on 

equity, earnings per share, and market price per share. The lower range indicates the minimum 

value of each while the upper range discloses the maximum value of each of the variables. The 

average of Board size is 14 members with variation of 3 across the sample banks as the 

minimum and the maximum is 6 and 20 membersrespectively. The percentage of board 

independence shows a mean of 64.63 with a standard deviation of 12.54 and a minimum value of 

46.15 and maximum of 91.67. This indicates that there is a reasonable level of board freedom 

away from the control of management as the number of outside directors is higher than that of 

the inside directors. The percentage of women representation on the boards of these banks 

averaged 15.54 with a minimum and maximum percentage representation being 0 and 40 percent 

respectively. This means that women are not participating much in the board of the listed banks 

in Nigeria. Thus the banks are not admitting reasonable number of women in their board 

governance system.  

 

 

The correlation matrix in table 2 provides insights into how the independent variables relates to 

the dependent variables.  

 

The correlation matrix shows the relationship between all pairs of explanatory variables used in 

the regression model. It reveals that, with the exception of board size(BDS)and board gender 

diversity (BGD),alltheotherexplanatoryvariableshavea negative correlation with the ROA, all 

except board gender diversity (BGD) and firm size (FSZ) havea negative correlation with the 

ROE, all except board size (BDS), board independence (BDI) and firm age (AGE) havea 

positive correlation with the EPS, all except firm size (FSZ) havea negative correlation with the 

MPPS. The positive correlations imply that as the explanatory variables are appreciating in their 

values the dependent variables are increasing and vice versa. On the other hand, the negative 

correlations imply that as the explanatory variables are appreciating in their values the dependent 

variables are decreasing and vice versa. 

 

Four regression models were developed to test the impact of independent variables on the 

dependent variables. Model ROA, Model ROE, Model EPS, and Model MPPS in table 3 show 

the findings of the various regressions. To test the quality of the linear fit to the model, the 

researchers calculated the F-statistics as shown below. The results of regressions showed 

coefficient of determination (R2) of 20.98%,21.75%, 29.72%, 11.21% which indicates that the 

variables considered in the models account for about 20.98%,21.75%, 29.72%, 11.21% change 

in the dependent variables ROA, ROE, EPS, MPPS respectively while the balance of the change 

is because of other variables not addressed by each of the models.  
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From table 3, it can be seen that, board size has negative impact on all the performance measures 

namely the ROA, ROE, EPS, and MPPS and the relationship is only significant on MPPS. The 

result of negative impact is consistent with the findings of the Agency theorists (Jensen, 1993; 

Yermack, 1996; Garg, 2007) who affirm that smaller boards work more effectively as they are 

more cohesive, easier to coordinate and likely to contribute positively to firm performance. 

 

Board independence (BDI) recorded negative insignificant impact on all the performance 

measures except on ROA but with significant influence only on MPPS. This result is consistent 

with the stewardship theorists (Muth & Donaldson, 1998; Al-Saidi & Al-Shammari, 2013) who 

suggest that insider director-dominated board is better than outsider director-dominated board 

because the insider (executive) directors have in-depth knowledge of business operations which 

the outsider (non-executive) directors lack. This lack of in-depth knowledge of business 

operations by the outsider (non-executive) directors can reduce board ability to monitor 

managers and make informed decisions thereby impacting on performance unfavourably. The 

results negate the agency theorists who suggest that board independence is positively related to 

firm performance. The insignificant relationship concur to the findings of Fooladi and Nikzad 

(2011) who found insignificant relationship between board independence and firm performance 

(ROE and ROA) on a sample of 30 Malaysian firms, and also Hermalin and Weisbach (1991), 

Yermach (1996) who show no significant relationship between board independence and 

corporate financial performance (CFP). The results provide evidence that there is insignificant 

negative relationship between board independence and CFP with respect to ROE and EPS, 

insignificant positive association with ROA and significant negative relationship between board 

independence and MPPS in the Nigerian listed commercial banks sector. 

 

The results also show that the relationship between board gender diversity (BGD) and CFP is 

insignificantly positive with respect to all the financial performance measures of ROA, ROE, 

EPS, and MPPS. This implies that as more women serve on the board the financial performance 

of the listed Nigerian commercial banks in terms of return on assets, return on equity, earnings 

per shrae and market value appreciate. These results are consistent with the findings of Shungu, 

Ngirande and Ndlovu (2014) that show a positive relationship between board diversity and 

commercial bank performance. The results also concur to the stakeholders theorists who claim 

that the accommodation of diverse interest groups such as gender diversity into the governance 

structure of an organization weighs in favour of good corporate financial performance. It is 

important to note that an increase in the proportion of women on the board improves the level of 

CFP in the banking sector. The results provide evidence that (H3), there is insignificant positive 

relationship between women on board and CFP. 

 

The leverage of the banks shows a negative association with ROA, ROE, and MPPS, reveals a 

positive relationship with EPS but has significant impact on ROE alone. This implied that the 

higher the leverage of the banks the lower is the positive impact on ROA, ROE. MPPS, while the 

higher is its positive impact on EPS. Firm size exhibits a positive relationship with ROE, EPS, and 

MPPS and negatively relates with ROA but significant impact on ROE and EPS only. Age has a 

negative relationship with ROA, ROE, EPS, and MPPS and has significant impact in all of them 

except on MPPS.  

 

5.  CONCLUSION 

 

This paper empirically examines the influence of board characteristics on the performance of the 

listed commercial banks on the NSE. The results indicate that board size (BDS), board 

independence (BDI), female representation on board (BGD) have influence on banks’ financial 
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performance. From the results, with smaller board size, greater number of non-executive 

directors, and large number of female on the board are more likely to have a higher level of 

financial performance. It is therefore concluded that smaller board sizes are more likely to be 

effective in the commercial banking sector than a larger one because they use their expertise and 

resources harvested from the carefully selected members in cohesive manners that optimize their 

financial performance and as such, smaller board size should be encourage in the Nigerian 

commercial banking sector. Also, the number of independent (Non- executive) directors on the 

board is an important monitoring and control device. This is because the independent directors 

have the ability to monitor and control the rights of the executive directors, thereby protecting 

and defending the interests of the shareholders and other stakeholders. In addition, they are free 

from managerial influence and capable of monitoring executive directors effectively which 

improves the level of CSRD in the Ghanaian listed companies. The results favour a higher 

number of executive directors on the board shows that inside directors have the ability to monitor 

and control the banks in way that secures the interests of the shareholders and other stakeholders. 

This can be based on the trust placed on the managers by the stewardship theory and their in-

depth knowledge of the banks operations, to do what is needful, without economic inducement of 

the agency theory, to give good returns to all the stakeholders. Thus, executive directors-

dominated boards are more likely to effectively pilot the affairs of the banks towards the 

improved financial performance. The presence of females on the boards of the listed commercial 

banks enhances the banks’ financial performance sending important message to stakeholders that 

female representation on the board of directors should be encourage among Nigerian listed 

commercial banks. 

 

Policy and theoretical implications of the findings of the study 

The findings are important to policy makers in Nigeria. The findings pertaining to board size 

suggest that the banks’ financial performance is influenced by economies of scale in using 

smaller board size which can sustain the banks’ operations with the required resources.  The 

results regarding inclusion of more executive directors on the board are interpreted as less 

independent boards of directors facilitate improved financial performance.  This supports the 

predictions of stewardship theory. We advocate for reduced board independency to tap on the 

knowledge of the business terrain by the executive directors to ensure effectiveness and 

improved financial performance. To ensure diversity and efficiency of the board as well as 

improved financial performance, more women representation on the board is recommended. The 

sector can start with implementation of quotas for women in the boardroom to reduce gender 

bias as such policy will increase the participation of women in the decision-making process of 

the banks. 

 

There are some limitations that can be improved on this study for future research. Firstly, there is 

the likelihood of omitted variables in the study. Perhaps, the existence of omitted variables could 

lead to better prediction and explain CFP better in the light of board characteristics in banks. The 

findings may be challenged with the use of other methods or other financial indicators to obtain a 

better result. Further studies can be conducted on the same topic using other companies from 

other sectors with introduction of new variables that are not addressed in thisstudy. 
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TABLES 

Table 1: Descriptive statistics 

Variables N Minimum Mean Maximum Std Deviation 

ROA 130 -6.96 5.22 9.46 2.129981 

ROE 130 -109.11 11.60 41.41 17.01952 

EPS 130 -1266 157 830 223.9980 

MPPS 130 76 1296 6614 1281.900 

BDS 130 6 14 20 2.963593 

BDI 130 46.15 64.63 91.67 12.53542 

BGD 130 0.00 15.54 40.00 10.92666 

LEV 130 0.7140 0.8517 1.1157 0.053373 

FSZ 130 150,870,045 1,907,682,241 7,146,610,145 1,551,692,918 

AGE 130 17 47.10 125 32.8265 

Source: Authors’ computations via Eview version 9.0 

 

Table 2: Correlation matrix 

 ROA ROE EPS MPPS BDS BDI BDG LEV TA AGE 

ROA  1.000

0 

         

ROE 0.265

2 

1.000

0 

        

EPS  0.575

6 

0.223

4 

1.000

0 

       

MPP

S 

0.214

7 

0.316

8 

0.476

2 

1.000

0 

      

BDS -

0.037

5 

-

0.043

4 

-

0.096

9 

-

0.073

2 

1.000

0 

     

BDI  0.026

9 

-

0.026

0 

-

0.080

7 

-

0.158

6 

-

0.542

2 

1.000

0 

    

BGD 0.103

6 

0.133

0 

0.169

0 

-

0.014

3 

0.285

8 

-

0.049

5 

1.000

0 

   

LEV -

0.149

5 

-

0.282

6 

0.129

4 

-

0.114

8 

-

0.063

9 

-

0.015

6 

0.202

1 

1.000

0 

  

FSZ  -

0.110

5 

0.174

4 

0.419

0 

0.123

2 

0.068

3 

-

0.131

2 

0.349

6 

0.262

7 

1.000

0 

 

AGE -

0.436

8 

-

0.255

2 

-

0.198

6 

-

0.162

6 

0.033

2 

0.132

4 

-

0.019

4 

0.304

3 

0.2462 1.000

0 

Source: Authors’ computations via Eview version 9.0 
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Table 3: Regression results 

Variables Model 

ROA 

P Model 

ROE 

P Model 

EPS 

P Model 

MPPS 

P 

BDS -0.012496 0.8686 -0.761428 0.2062 -

10.95921 

0.1451 -96.14394 0.0477 

BDI  0.012857 0.4581 -0.044842 0.7446 -

0.911238 

0.5957 -24.78004 0.0263 

BGD 0.023592 0.2017 0.213425 0.1467 0.354326 0.8462 0.351198 0.9762 

LEV -1.483876 0.6762 -103.8729 0.0003 387.1928 0.2729 -3397.883 0.1355 

FSZ  -0.157199 0.7684 12.44691 0.0039 288.6745 0.0000 603.1333 0.0783 

AGE -3.424639 0.0000 -13.54231 0.0207 -

280.1537 

0.0002 -593.2863 0.2029 

C 12.32846 0.0344 18.03238 0.6947 -

2159.891 

0.0002 2561.084 0.4875 

R2 0.209808  0.217542  0.297246  0.112149  

F-stat 5.443050  5.699485  8.670927  2.589462  

P 0.000051  0.000030  0.000000  0.021331  

D-W stat 2.025031  1.674294  2.082969  0.968862  

Source: Authors’ computations via Eview version 9.0 

ROA = 12.32846 -0.012496BDS +0.012857BDI +0.023592BGD -1.483876LEV -0.157199FSZ 

-3.424639AGE* 

ROE = 18.03238 -0.761428BDS -0.044842BDI +0.213425BGD -103.8729LEV* 

+12.44691FSZ* -13.54231AGE* 

EPS = -2159.891 -10.9592BDS -0.911238BDI +0.354326BGD +387.1928LEV +288.6745FSZ* 

-280.1537AGE* 

MPPS = 2561.084 -96.14394BDS* -24.78004BDI* +0.351198BGD -3397.883LEV 

+603.1333FSZ -593.2863AGE 

* significant at 5% level of significance 
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Appendix: 

Values of the Variables used in the study 

BANKS YEAR EPS(K) MPPS(K) ROA% ROE% BDS BDI% BGD 

% 

LEV LOG 

SIZE 

LOG 

AGE 

Total 

Assets(N'000) 

AGE(Years) 

ACCESS 2007          

87  

1159 3.95 21.43 12 50.00 0.00 0.9136 8.5167 1.2553 328,615,194 18 

 
2008       171  2401 3.2 9.22 14 57.14 7.14 0.8356 9.0194 1.2788 1,045,568,437 19  
2009       130  485 8.97 11.24 14 57.14 7.14 0.7393 8.8515 1.3010 710,326,081 20  
2010          

63  

950 4.7 6.31 14 57.14 7.14 0.7821 8.9057 1.3222 804,823,772 21 

 
2011          

88  

480 3.51 8.48 14 50.00 7.14 0.8795 9.2135 1.3424 1,634,746,754 22 

 
2012       169  905 6.3 15.94 15 53.33 13.33 0.8619 9.2418 1.3617 1,745,177,377 23  
2013       159  960 6.17 14.85 17 58.82 29.41 0.8668 9.2637 1.3802 1,835,466,000 24  
2014       189  660 6.13 15.49 16 56.25 31.25 0.8682 9.3231 1.3979 2,104,360,539 25  
2015       265  485 6.85 17.91 16 56.25 31.25 0.8581 9.4135 1.4150      

2,591,330,151  

26 

 
2016       250  587 5.7 15.72 15 53.33 33.33 0.8695 9.5421 1.4314      

3,483,865,564  

27 

 
2017       218  1045 5.72 11.75 15 53.33 40.00 0.8754 9.6130 1.4472      

4,102,242,823  

28 

 
2018 331 680 6.27 19.36 15 53.33 33.33 0.9010 9.6950 1.4624      

4,954,156,938  

29 

 
2019 337 1000 1.61 15.98 17 58.82 35.29 0.9146 9.8541 1.4771 7,146,610,145 30 

FIDELITY 2007          

29  

952 5.74 12.46 13 69.23 7.69 0.8602 8.3391 1.3010         

218,332,100  

20 

 
2008          

46  

1020 4.53 15.45 13 69.23 7.69 0.7438 8.7287 1.3222         

535,479,544  

21 

 
2009          

13  

240 4.3 9.73 13 61.54 15.38 0.7438 8.7044 1.3424         

506,267,251  

22 

 
2010          

21  

269 4.6 1.41 15 66.67 13.33 0.7172 8.6827 1.3617         

481,614,000  

23 
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2011          

19  

146 3.6 4.48 17 58.82 17.65 0.8144 8.8698 1.3802         

740,941,000  

24 

 
2012          

62  

226 6.95 3.98 17 58.82 17.65 0.8234 8.9611 1.3979         

914,360,000  

25 

 
2013          

27  

269 5.96 11.1 17 58.82 17.65 0.8488 9.0339 1.4150      

1,081,217,000  

26 

 
2014          

48  

162 5.98 4.72 16 62.50 18.75 0.8483 9.0745 1.4314      

1,187,025,000  

27 

 
2015          

48  

150 6.03 7.97 15 60.00 26.67 0.8510 9.0905 1.4472      

1,231,722,000  

28 

 
2016 34  84 5.57 5.25 15 60.00 26.67 0.8572 9.1133 1.4624 1,298,141,000  29  
2017          

61  

246 7.14 8.82 14 57.14 21.43 0.8540 9.1396 1.4771      

1,379,214,000  

30 

 
2018          

79  

203 6.35 11.92 12 58.33 25.00 0.8870 9.2355 1.4914      

1,719,883,000  

31 

 
2019 98 205 1.44 12.15 14 57.14 21.43 0.8893 9.3251 1.5051      

2,114,037,000  

32 

FBN 2007 175 3800 4.95 24.43 15 53.33 6.67 0.9057 8.9467 2.0531         

884,604,000  

113 

 
2008 267 4724 5.2 10.27 15 53.33 6.67 0.7672 9.1840 2.0569      

1,527,542,000  

114 

 
2009 51 1405 4.11 3.73 15 53.33 20.00 0.8321 9.3032 2.0607      

2,009,914,000  

115 

 
2010 102 1373 4.15 9.81 16 68.75 18.75 0.8522 9.3627 2.0645      

2,305,258,000  

116 

 
2011 140 890 3.06 12.25 6 66.67 0.00 0.8713 9.4532 2.0682      

2,839,373,000  

117 

 
2012 233 1562 4.86 17.24 6 66.67 0.00 0.8623 9.5033 2.0719      

3,186,129,000  

118 

 
2013 216 1630 4.78 14.97 7 71.43 0.00 0.8781 9.5878 2.0755      

3,871,001,000  

119 

 
2014 260     880  4.94 18.34 10 90.00 10.00 0.8879 9.6161 2.0792      

4,131,635,000  

120 
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2015          

43  

513 3.66 2.62 10 90.00 10.00 0.8611 9.6197 2.0828      

4,166,189,000  

121 

 
2016 39 335 2.61 2.1 10 90.00 10.00 0.8770 9.6755 2.0864      

4,736,805,000  

122 

 
2017 115 880 3.68 6.75 10 90.00 30.00 0.8713 9.7190 2.0899      

5,236,537,000  

123 

 
2018 165 705 3.87 11.26 11 90.91 27.27 0.9047 9.7457 2.0934      

5,568,316,000  

124 

 
2019 205 615 1.35 11.14 10 90.00 30.00 0.8934 9.7926 2.0969      

6,203,526,000  

125 

FCMB 2007          

63  

1151 4.8 19.21 12 66.67 0.00 0.8822 8.4197 1.3979         

262,841,089  

25 

 
2008       135  1730 6.37 11.3 11 72.73 0.00 0.7140 8.6696 1.4150         

467,336,930  

26 

 
2009          

25  

575 4.41 3.1 13 61.54 0.00 0.7497 8.7123 1.4314         

515,601,585  

27 

 
2010          

49  

750 5.7 5.89 15 66.67 0.00 0.7498 8.7313 1.4472         

538,590,882  

28 

 
2011        

(61) 

418 2.37 -8.42 15 66.67 0.00 0.8044 8.7794 1.4624         

601,780,418  

29 

 
2012          

77  

345 6.6 11.58 15 66.67 0.00 0.8547 8.9583 1.4771         

908,545,756  

30 

 
2013          

81  

369 6.32 11.13 11 90.91 0.00 0.8575 9.0036 1.4914      

1,008,280,170  

31 

 
2014       112  249 5.93 13.8 11 90.91 0.00 0.8629 9.0680 1.5051      

1,169,364,784  

32 

 
2015 24 169 5.81 2.93 10 90.00 0.00 0.8600 9.0643 1.5185 1,159,534,176 33  
2016          

72  

110 6.12 8.02 10 90.00 0.00 0.8475 9.0692 1.5315 1,172,778,078 34 

 
2017          

48  

148 6.11 4.59 12 83.33 8.33 0.8420 9.0743 1.5441      

1,186,524,939  

35 

 
2018          

75  

189 5.42 8.16 12 83.33 8.33 0.8718 9.1557 1.5563 1,431,298,022 36 
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2019 88 185 1.21 8.64 11 72.73 9.09 0.8797 9.2223 1.5682      

1,668,505,795  

37 

GTB 2007 162 2930 5.96 26.4 11 54.55 9.09 0.8973 8.6871 1.2304 486,491,079 17  
2008 167 3650 6 12.96 11 54.55 9.09 0.7780 8.8667 1.2553 735,692,906 18  
2009 127 1130 6.42 12.32 14 57.14 7.14 0.8197 9.0280 1.2788 1,066,503,718 19  
2010 163 1776 6.82 18.19 14 57.14 21.43 0.8170 9.0615 1.3010 1,152,001,900 20  
2011 169 1425 5.84 22.05 18 50.00 22.22 0.8519 9.2073 1.3222 1,611,879,579 21  
2012 306 2300 8.22 30.8 14 57.14 21.43 0.8366 9.2393 1.3424 1,734,877,860 22  
2013 317 2702 7.4 27.09 14 57.14 28.57 0.8420 9.3228 1.3617 2,102,846,415 23  
2014       347  2518 7.41 26.37 14 57.14 21.43 0.8411 9.3722 1.3802 2,355,876,526 24  
2015 351 1818 7.53 24.04 14 57.14 28.57 0.8362 9.4022 1.3979 2,524,593,709 25  
2016 467 2470 7.45 26.2 14 57.14 28.57 0.8380 9.4937 1.4150 3,116,393,439 26  
2017 594 4075 8.31 27 14 57.14 35.71 0.8152 9.5252 1.4314 3,351,096,659 27  
2018 654 3445 9.13 32 15 53.33 33.33 0.8249 9.5168 1.4472 3,287,342,641 28  
2019 669 2970 6.16 28.64 14 57.14 28.57 0.8171 9.5751 1.4624 3,758,918,770 29 

STANBIC 2007          

88  

1100 8.41 13.93 12 66.67 16.67 0.7257 8.1786 1.2553         

150,870,045  

18 

 
2008          

64  

2233 9.46 14.74 17 88.24 17.65 0.7683 8.5456 1.2788         

351,253,398  

19 

 
2009          

43  

549 7.68 9.99 18 88.89 16.67 0.7606 8.5321 1.3010         

340,490,000  

20 

 
2010          

50  

880 5.6 11.11 13 84.62 23.08 0.7786 8.5849 1.3222         

384,541,000  

21 

 
2011          

40  

830 3.94 8.78 12 75.00 25.00 0.8471 8.7437 1.3424         

554,225,000  

22 

 
2012          

50  

1103 5.32 11.86 12 91.67 25.00 0.8735 8.8305 1.3617         

676,819,000  

23 

 
2013       186  2135 6.61 21.28 11 90.91 27.27 0.8720 8.8826 1.3802         

763,046,000  

24 

 
2014       317  2700 6.94 28.06 7 85.71 14.29 0.8790 8.9752 1.3979         

944,542,000  

25 
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2015       155  1653 6.66 14.65 10 90.00 40.00 0.8624 8.9720 1.4150 937,564,000  26  
2016 246 1500 6.34 20.26 10 90.00 0.00 0.8664 9.0226 1.4314      

1,053,523,000  

27 

 
2017       460  4150 7.25 26.12 10 90.00 30.00 0.8664 9.1419 1.4472      

1,386,416,000  

28 

 
2018       704  4795 7.71 31.06 10 90.00 20.00 0.8559 9.2211 1.4624      

1,663,661,000  

29 

 
2019 714 4100 4.85 24.83 10 80.00 20.00 0.8389 9.2733 1.4771      

1,876,456,000  

30 

STERLING 2007          

18  

780 5.72 6.87 12 66.67 0.00 0.8199 8.1952 1.6721         

156,735,855  

47 

 
2008          

52  

661 7.29 20.94 12 66.67 0.00 0.8742 8.3977 1.6812         

249,846,821  

48 

 
2009       

(72) 

123 4.06 -42.8 9 55.56 0.00 0.9048 8.3450 1.6902         

221,318,165  

49 

 
2010          

40  

231 5.79 19.31 12 66.67 0.00 0.9057 8.4427 1.6990         

277,111,049  

50 

 
2011          

51  

101 3.78 16.33 12 66.67 8.33 0.9188 8.7028 1.7076         

504,427,737  

51 

 
2012          

44  

168 6.4 14.91 13 69.23 7.69 0.9196 8.7636 1.7160         

580,225,940  

52 

 
2013          

52  

250 6.14 13.04 13 69.23 23.08 0.9103 8.8499 1.7243         

707,797,181  

53 

 
2014          

42  

254 5.54 10.63 16 62.50 31.25 0.8973 8.9162 1.7324         

824,539,426  

54 

 
2015          

36  

183 6.55 10.77 16 62.50 31.25 0.8805 8.9028 1.7404         

799,451,417  

55 

 
2016          

18  

76 5.89 6.03 15 60.00 26.67 0.8973 8.9213 1.7482 834,189,950 56 

 
2017          

28  

108 6.36 7.89 15 60.00 26.67 0.9052 9.0303 1.7559      

1,072,201,000  

57 

 
2018          

32  

190 7.2 9.43 17 64.71 29.41 0.9113 9.0425 1.7634      

1,102,921,000  

58 
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2019 37 199 0.90 8.87 14 57.14 21.43 0.8989 9.0729 1.7709      

1,182,685,000  

59 

UBA 2007 261 3799 4.53 12.82 18 55.56 22.22 0.8589 9.0759 1.6628      

1,191,042,000  

46 

 
2008 311 5010 5.34 21.16 20 55.00 25.00 0.8835 9.2235 1.6721      

1,672,991,000  

47 

 
2009 10 1080 4.28 1.27 20 55.00 25.00 0.8793 9.1898 1.6812      

1,548,281,000  

48 

 
2010 3 915 3.1 0.37 19 52.63 21.05 0.8891 9.2089 1.6902      

1,617,696,000  

49 

 
2011 -32 259 0.91 -6.16 18 55.56 16.67 0.9125 9.2884 1.6990      

1,942,793,000  

50 

 
2012 177 441 4.86 28.45 17 58.82 23.53 0.9153 9.3566 1.7076      

2,272,923,000  

51 

 
2013       152  890 5.24 19.83 19 52.63 26.32 0.9110 9.4220 1.7160      

2,642,296,000  

52 

 
2014       156  430 5.31 18.05 17 58.82 23.53 0.9039 9.4413 1.7243      

2,762,573,000  

53 

 
2015 179 338 5.98 17.93 16 62.50 25.00 0.8792 9.4397 1.7324      

2,752,622,000  

54 

 
2016 204 450 5.4 16.13 19 52.63 15.79 0.8721 9.5446 1.7404      

3,504,470,000  

55 

 
2017 219 1030 5.46 14.69 19 52.63 0.00 0.8703 9.6095 1.7482      

4,069,474,000  

56 

 
2018 220 770 5.42 15.64 19 52.63 21.05 0.8968 9.6875 1.7559      

4,869,738,000  

57 

 
2019 260 715 1.99 14.90 20 55.00 20.00 0.8933 9.7485 1.7634      

5,604,052,000  

58 

UBN 2007       137  3000 5.63 12.83 17 52.94 0.00 0.8465 8.8446 1.9542         

699,247,000  

90 

 
2008       232  4350 5.31 21.44 17 52.94 5.88 0.8890 9.0527 1.9590      

1,128,890,000  

91 

 
2009 (537) 1010 -2.07 -109 14 64.29 14.29 0.9461 9.0930 1.9638 1,238,797,000  92 
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2010       830  420 7.18 -92 14 64.29 14.29 1.1157 9.0003 1.9685      

1,000,691,000  

93 

 
2011  

(1,266) 

1060 -6.96 41.41 14 64.29 14.29 0.8110 9.0231 1.9731      

1,054,734,000  

94 

 
2012          

61  

735 2.51 0.66 17 64.71 11.76 0.8235 9.0066 1.9777      

1,015,278,000  

95 

 
2013          

36  

963 2.73 1.92 17 64.71 11.76 0.8012 9.0012 1.9823      

1,002,756,000  

96 

 
2014       157  850 5.16 12.07 18 66.67 11.11 0.7798 9.0040 1.9868      

1,009,157,000  

97 

 
2015 83 690 4.75 5.73 18 61.11 11.11 0.7670 9.0199 1.9912      

1,046,892,000  

98 

 
2016          

92  

550 3.89 5.67 18 61.11 11.11 0.7831 9.0978 1.9956 1,252,682,000 99 

 
2017          

72  

780 4.93 3.79 18 61.11 11.11 0.7640 9.1630 2.0000 1,455,540,000 100 

 
2018          

61  

560 5.02 8 15 60.00 26.67 0.8459 9.1655 2.0043 1,463,858,000 101 

 
2019 68 600 1.09 7.88 14 64.29 21.43 0.8652 9.2724 2.0086      

1,872,231,000  

102 

ZENITH 2007 202 6614 4.6 16.39 13 46.15 0.00 0.8822 8.9881 1.2304 972,882,129 17  
2008 383 4345 6.14 15 14 50.00 0.00 0.8061 9.2523 1.2553 1,787,831,698 18  
2009 82 1360 7.17 6.1 15 53.33 0.00 0.7965 9.2200 1.2788 1,659,703,000 19  
2010 119 1501 4.52 10.29 18 61.11 5.56 0.8081 9.2776 1.3010 1,895,027,000 20  
2011 140 1218 4.14 12.25 13 53.85 7.69 0.8437 9.3635 1.3222 2,309,427,000 21  
2012       319  1863 6.4 21.75 14 50.00 14.29 0.8222 9.4157 1.3424      

2,604,504,000  

22 

 
2013       301  2487 5.77 18.72 15 53.33 13.33 0.8380 9.4974 1.3617      

3,143,133,000  

23 

 
2014       316  1841 6.04 18 12 66.67 16.67 0.8528 9.5746 1.3802      

3,755,264,000  

24 

 
2015       336  1405 6.22 17.78 12 66.67 16.67 0.8517 9.6028 1.3979      

4,006,842,000  

25 
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2016 412 1475 6.35 18.4 13 61.54 7.69 0.8514 9.6758 1.4150 4,739,825,000 26  
2017       566  2564 7.51 21.66 11 54.55 9.09 0.8532 9.7478 1.4314      

5,595,253,000  

27 

 
2018       615  2305 6.32 23.71 13 53.85 7.69 0.8630 9.7749 1.4472      

5,955,710,000  

28 

 
2019 665 1860 3.83 22.17 13 53.85 7.69 0.8516 9.8026 1.4624      

6,346,879,000  

29 
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Abstract 

In Nigeria like most other developing nations, the performance of business operations 

are challenged by many forces such as high interest rate, inflation rate, multiple taxes 

and insecurity which have resulted into many business winding up and probably 

relocating within or outside the country of operation. It is on this backdrop that the 

researcher examines the impact of economic environments on business performance in 

Nigeria, Ghana and South Africa. The study basically employs a desk research 

methodology, using reflexivity strategy, review of related literature and information on 

journal articles to draw favourable conclusions on the topic under review. It was 

revealed that interest rate, inflation rate and taxes and other levies have impact on the 

performance of businesses in Nigeria, Ghana and South Africa. The lending rate varies 

significantly within the selected countries. The findings from the research show that, 

South African has a favourable interest and inflation rates compared to Ghana and 

Nigeria. On the issue of company tax, Ghana has a favourable and attractive business 

environment.  For a conducive business environment in Nigeria, the researcher 

concluded that government should moderate those economic environment variables to 

attract investors. 

 

Keywords: Economic environment, Business performance, Interest rate and Tax 

 

 

1. INTRODUCTION 

 

The performance of business operation in any economy of the world depends largely on the 

implementation of policies and infrastructural facilities available and accessible by business 

operators. Businesses cannot operate in a vacuum; a business and the environment in which it 

operates are interwoven. This inferably determines the size, nature, success or failure of the 

business. On the other hands, Business performance in which entrepreneurship and private 

investment is encouraged with ambiance of sound government policies are essential for the 

promotion of the rapid and sustainable development of the economy. Bello (2011) maintained 

that globalization has created a multiplicity of linkage and interaction between people, nations 

and economic governance institution which has widened and dictated the direction and scope of 

flow of capital among economies. 

mailto:ibcontinental8@gmail.com
mailto:zekeriabu2007@yahoo.com
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Meanwhile, the Nigeria business environment comprises internal, competitive and external 

environment. Olabisi and Gbadamosi (2016) stated that Nigeria internal and external business 

environment covers organization, marketing, financial, personnel as well as production aspects 

of the firms which can be easily controlled by the organization. The competitive environments 

are filled with suppliers, rivalry, buyers, human labour and products which firms in the industry 

have to compete with in other to gainbusiness advantage. Last and the largest environment is 

external which is economic development, technology, regulatory, political and social 

components. Business operations entail the micro and macro components which is sometimes 

favourable to the business and another time poses threat. This threat has to do with activities and 

transactions with employers, customers, shareholders, buyers, competition and so on (Ogunro, 

2014). 

 

In African countries like most other developing nations, the performance of business operations 

are hinder by so many forces which influence its performance internally or externally. Such 

forces are high interest rate, inflation rate, multiple taxes and insecurity which has resulted into 

many businesses winding up, staggering, collapsing and probably relocating within or outside the 

country of operation as a result of unfavourable climate poses by economic and social issue in 

Nigeria. It is on this backdrop that the researcher examines the impact of economic environment 

on Business Performance in Nigeria, Ghana and South Africa. 

 

2.   LITERATURE REVIEW 

The reviews of literature coversconceptual, theoretical and empirical evidence from the related 

articles on the topic under consideration.  

 

Conceptual Analysis 

Business operation 

Business operation is a concept that involves human activities which involves production on 

purchase of good with the object of selling them at a profit or for a reward. It involves some 

elements such as human position of values and resurges, engagement of services, intellectual 

property right, production, exchange, profit or record system, the creative wishes and allocation 

pattern of individuals, societies, organizations and institutions (Otokiti, 2010).  

Oquaro (2014) sees it as continued engaged in one activity or the other so as to meet their daily 

needs. In the process, either directly or indirectly, we are involved in business. This is because 

these activities are essentially designed to satisfy our unlimited want: It was also seen by Adenisi 

and Kolapo (2006) as a want-satisfying entity. It exists to provide satisfaction irrespective of its 

size. 

 

In the same vein, Mohddeb (2011), Dicksee, (2011), Stephesen (2011) and Henry (2011) were of 

the opinion that a business is an economic activity, which is related with production, distribution, 

acquiring wealth in purchase and sale aim of making profit under unpredictable market situation. 

It is pertinent to note that profit making plays a pivotal role in measuring business performnce as 

the interest for entrepreneur for risk daring. Although Baumals (1958) argued that there are other 

reasons for business existence such as: sales revenue maximization. 

 

Features of Business Operation 

There are many features ofbusiness as posted in business Jargons; these include economics 

activities, production/purchase of goods and services, selling of goods and services, continual in 

dealing. Others are profit earning, element of risk, uncertain returns, legal and lawful activities as 

well as customer satisfaction and innovation. 
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Business environment  

The concept “environment” is seen as all internal and external conditions that influence the 

growth and development of all organisms; which could be physical, biological seemly and 

culture. (Abraham 1971, Lost 2001). Also, Daris, (1989) sees environment as surrounding, 

condition or influence that environment affect an organisms. 

 

Meanwhile, business environment is anaggregate patterns of all internals, and external 

conditions, or forces that affect the existence, growth and development of the business (Obiwuru, 

Oluwaluiye & Okwu 2011) . Also, Han (2018) sees business environment as a combination of 

internal and external factors that influence a company’s operation situation, including 

employees, customers, management, supply and demand and business regulations. It also 

includes factors such as clients and suppliers, its competitors, and owner improvement in 

technology, law and government activities, and market, social and economic trends.  

 

 Business Performance 

The concept Business performance has been widely defined by scholars both locally and 

internationally. Most researchers such as;Gopalakrishnan, (2000),Ogundele (2012), and (Dess et. 

al., 2007)consider business performance to be multidimensional. Organizational profitability, 

sales growth, level of innovation, return on assets, customer satisfaction, and growth in the 

number of employees are the main dimensions that are used by the studies to measure business 

performance. For instance, Gopalakrishnan, (2000) maintained that to measure business 

performance, there should be a relationship between the variable being tested and a specific 

dimension of business performance. 

 

Ogundele (2012) identified two methods by which organization performance can be measured, 

namely: Accounting/Economic Approach and social/Behaviourial approach. 

Accounting/Economic Approach identifies how a firm is performing according to its balance 

sheet and income statement (Dess et. al., 2007).  They are profit oriented financial statements, 

analysis techniques for measuring and forecasting earnings. They could be in form of the 

following: Financial ratio, funds flow statement, trend analysis, and uses of indices in financial 

analysis. Social/Behaviourial Approach involves measuring organization performance in relation 

to its effects on society and environment. This must satisfy a broad range of stakeholders, 

including employees, customers, and owners to ensure their long term viability (Dess et al., 

2007). It should be noted that the accumulation of yearly performance would make it possible to 

measures a firm’s long-term contribution to the society (Ogundele, 2012). 

 

Economic factors 

The economic factors are various factors that affect marketing such as: inflation rate, interest 

rate, exchange rate, recession and taxes. 

 

Inflation rate: As defined by economists around the world, it is a percentage at which a 

currency is devalued during a period. In other words, it is a percentage increase in general level 

of prices over a period. It represents the rate at which the purchase power of money has eroded 

over a period (Ahmed and Hio, 2016). 

 

Interest rate: This is the amount charged, expressed as a percentage of principal by a lender to a 

borrower for the use of asset. It typically noted on an annual basis, known as the annual 

percentage Faure, (2014). 
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Taxes: This is a fee charged by government on a product, income or activity. If tax is levied 

directly on a personal or corporate income then it is a direct tax. If levied on price of goods or 

source, then it is called an indirect tax. (Morkry, 2006).  

 

Theories underpinned 

 System theory 

The system is a set of interrelated and interdependent parts arrange in a manner that produces a 

united whole (Nwachukwu, 2007). The system theory holds that an organization is a system with 

a collection of other systems and therefore, needs to work in congruence with other system 

around it. What happens in a larger system is capable of affecting the organization either 

positively or negatively. 

 

The system theory has its origin in biological science with the work of Bertalaffy(1968). The 

theory stated with two major assumptions that were later adjusted to the effect that a system is 

not a summation of its component parts which is linear, but a non-linear aggregation of the 

interaction of these component part. The general system theory aims at looking at the entire 

world as a composite of co-existing, interacting and interrelating elements. This is not to 

undermine or downplay the value of studying specialization, but to place all discipline within the 

proper perspective of the whole. A system can be evaluated holistically by looking at its 

functioning in totality or by a reductionist manner where subsystem within the system are studied 

(Dogara,2015). 

 

Schumpeter’s Theory of Economic Development 

This theory highlighted the entrepreneurs’ role as the catalyst for creating economic 

development. This contribution connects entrepreneurship, creativity and economic 

development. To understand the actual and potential impact of entrepreneurship, it is important 

to consider his analysis. He postulated that, economy is a collection of enterprises and business 

where each represented a particular combination of production factors in the forms of people, 

machines, land premises, finance and so on. In some sense, every business relied for its market 

upon the successful activities of all the others. 

 

This interdependence through customers demand meant that changes in the nature or level of 

economic activity would be cared only when a new combination of factors of production was 

introduced. The nature of changes as it affected Schumpeter economy could be either gradual or 

discrete. Gradual change would do little to alter the nature of economy activities but would 

simply refer. A discrete change was defined as a fundamental step change in a product or process 

that could not be traced back to the provision gradual version. 

 

Empirical review 

There are many empirical findings as its evident in works of previous scholars. Shah and Yadar, 

(2014), who studied cultural environment on institutional business performance. The researchers 

concluded that, as important as culture is, it is probably less important that economic, political 

and legal system in explaining differential economic growth between nations. The Nigerian 

businesses put more attention on economic environment. Also, researchers such as, Gunu(2008); 

Emu and Havi(2014) and Gado and Ezic (2014) researched on environment and employees’ 

promotion analysis for empirical linkage and link two or more variable together to measure their 

performance on economy, they concluded and recommended that the establishment of separate 

strategy and corporate affairs units changed with the responsibility of monitoring the 

environment so as to properly align companies activities. 
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Dogara (2015) wrote on the impact of Nigerian business environment on company performance. 

He found that, there is need for efficient management of exchange rate, inflation and interest rate 

in a way that stimulate the economy growth while, Ajayi(2011), who found that, the main cause 

of the collapse of the Nigerian companies was the unsatisfactory implementation of the budget 

particularly in the area of infrastructural development. Also, Eze and Ogidi (2013) found a long-

term relationship between government expenditure on one hand and manufacturing output and 

capacity utilization on the other hand.Oguaro(2014), found that Nigerian business environment is 

characterized by uncertainty policy instability and lack of necessary infrastructures. 

 

In addition, Wyk, Dahmer and custy(2004) assessed the risk management and Business 

environment in South Africa. They concluded that risk management requires the uncertainties in 

many sector in South Africa challenge managers to understand and control industry or firm 

specific risks more effectively. While Akrofi (2016) researched on impact of external business 

environment on the performance of small and medium sized enterprise the study posits that there 

is inverse relationship between business environment and performance of SME in Ghana. The 

researcher explained that an increase in economic factors result in fall in performance all things 

being equal, that is economic factor is not statistically significant and that the variable is not 

making any exceptional impact on the prediction of performance recording by business in the 

country. 

 

3.  METHODOLOGY 

This study is basically a desk research method using a reflexivity strategy to review related is 

literature and journal articles, to draw favourable conclusions on the topic under review.  

 

Table on Interest rate in selected Manufacturing Companies in Nigeria, Ghana and South 

Africa 

 

Source: CBN bulletin, 2017 and Bank of Ghana Monthly Bulletin 2019, CBN (2019) WDI. 

 

The selection of these Banks is based on their popularity and accessibility to the business owners 

in the Countries under review. These interest rate were been charged between 2015 and 2019 as 

there were fluctuation in the economies and the review by CBN as from the time to time.  

S/N  NIGERIAN 

Bank Name 

 

 

Prime     

max           

GHANA  

Bank Name                

Max 

South Africa 

 

Max 

1 ACCESS 14.0 29.5 Access Bank 25.28 Absa Bank 10.1 

2 ECOBANK 14.0 24.0 ADB Bank 22.90 African Bank  10.1 

3 FIRST  20.0 28.0 Bank of Africa 26.10 Albaraka bank  10.1 

4 FCMB 5.79 30.0 Bank of Baroda 22.10 Rand Merchant 10.1 

5 GTBANK 12.0 24 Cal Bank 27.10 Bidvest bank 10.1 

6 POLARIS 28.0 34.0 Ecobank 26.10 Capitee 10.1 

7 STERLING 21.0 30.0 Energy Bank 27.00 S.A Bank for 

athen 

10.1 

8 UNION 9.5 32.0 First Atlantic  25.20 ST Bank of S.A 10.1 

9 UBA 19.5 28.0 FBN Bank 27.60 Wesnabk 10.1 

10 ZENITH 17.0 26.0 Barclay bank 18 HBZ bank 

Limited 

10.1 
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Table of the Inflation Rate 2013-2018 

S/N COUNTRIES 2013 2014 2015 2016 2017 2018 

1 Ghana 11.6 15.49 17.15 17.46 12.37 9.47 

2 Nigeria 8.5 8.05 9.01 15.7 16.5 12.4 

3 South Africa 5.76 6.09 4.58 6.34 5.27 4.78 

Source: Trading Economies, News 2018 

 

Table of Company Income Tax 

S/N Country CIP tax rate 

1 Nigeria 30% 

2 Ghana 28% 

3 South Africa 25% 

Source: Trading Economies, News 2018 

 

4.  DISCUSSION OF FINDINGS 

The business operations in the African continent are battling with different and unfair situations 

both from the government, association and the ugliest of all is insecurity. It was revealed that, 

interest rate, inflation rate and taxes and other levies has impact in the performance of business 

in Nigeria but other relative countries: Ghana and South Africa also charge the taxes and interest 

from the companies as shown above. The lending rate varies significantly from the selected 

countries. The research shows that, South African has a favourable interest and inflation rates 

compared to Ghana and Nigeria. On the issue of company tax, Ghana has a favourable and 

attractive business environment. 

 

In addition, Nigeria businesses are suffering from other problems. These problems revolve 

around poor corporate governance, inadequate long term financing which practically hinders real 

sector development growth (Samsi, 2009; MAN, 2010). The Nigerian business environment 

poses threat to the potential and existing business owner with its high and multiplicity of taxes 

which is capable of crippling businesses. The findings shows that it is only Nigeria that has high 

company tax which grossly reduce the profit margin of the companies compared to others 

countries selected. Moreover, over 100 different taxes and levies are being collected by various 

tiers of government across Nigeria as against the 39 approved as contained in the approved list of 

collection act (1998). There are duplications of taxes and levies among the federal, state and 

local government. Furthermore, there is poor electricity supply which is a life wire of production 

and manufacturing process. This has forced some companies to relocate to other countries while, 

operational overhead is usually increased due to cost of alternative power supply. Also, bad road 

networks and transportation system that enhances movement and delivery of goods and services 

are not available. The roads are unsafe with incessant accidents, breakdown of vehicles which 

naturally discourages business owner, as it leads to an increase in operating expenses. In 

addition, political instability also plays vital roles in the performance of a business environment. 

Every government comes with her own policies while the good policies already on ground may 

be jettisoned and abandoned.  

 

Meanwhile, Bello, (2011) was of the opinion that the problems poses by Nigerian business 

environments have resulted into high unemployment rate, poverty, a decline in the industrial 

activities, low capacity utilization and a decline in foreign direct investment. 
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5.  CONCLUSION 

This paper has discussed the issues relating to interest and inflation rate and taxes relating to 

Nigeria’s business. Nigeria has between 17.6 and 15.4 interest rate between 2010 and 2019 

compare to Ghana and South Africa with 15.8 and 10.8 and 9.8 and 10.1 respectively. Based on 

the practice obtainable in Nigeria economy there are many unhealthy and unimplemented 

policies, political instability among others.Having demonstrated the importance of inflation rate, 

tax rateas well as interest rate on business and investment to any society, and those factors that 

can inhibit the establishment and sustenance of business within a defined environment. It was 

made known in this paper that Nigeria’s business environment despite its prospect, is 

characterized by challenges of various kind, which range from lack of infrastructure such as poor 

electricity supply, poor road, network. Others are insecurity, multiple tax system, inadequate 

financial service and corruption. To have a conducive business environment in Nigeria, the 

researcher concludes government should moderate those economic variables to attract investors. 
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Abstract 

Momentarily, employees may do extra work leading to overworking, hence, not 

uncommon in today’s workplace. The study examined the effect of excessive workload 

on organizational performance. The study adopts the survey research design, using a 

structured questionnaire as the major instrument for data collection.  Descriptive 

Statistics such as  mean, standard deviations and correlation analyses  were used for 

data analysis.   The findings showed that employees’ extent of commitment to the 

organization has no significant consequence on the organizational performance; 

workplace Management has a significant consequence on organizational performance; 

and, employee health concern has a significant consequence on organizational 

performance.  The study concludes that excessive workload contributes to about more 

than 60% of business consequences and was found to have significant effect on 

organizational performance. The study recommend that organizations must develop 

systems to monitor hours of work put in by individual employees.  

 

Keywords:  Excessive, Workload, Consequence, Organizational, Performance. 

 

1.  INTRODUCTION 

Momentarily, employees may do extra work leading to overworking. This could mean 

overburdening yourself with too much work that is too difficult for you to handle, work that 

takes up more time than you can dedicate to personal health or simple work that is emotionally 

or mentally draining as to create negative health consequences. 

 

Excessive workloads are not uncommon in today’s workplace. Downsizing, fear of job security 

and high level of unemployment caused by an uncertain economy often prompt employees to 

accept or take on increasingly greater work responsibilities and longer hours. Increased level of 

performance doesn’t necessarily result in increased level of productivity, thus can lead to 

problems and circumstances that actually reduce earnings for a business (McQuerrey 2017). 

 

As technology and globalization continue to escalate the pace of work, it’s easy to feel like 

everything was due yesterday and that the best way to prepare for tomorrow is to put in longer 

hours today.  However, Clerkin,Dea and Ruderman (2017) maintain that the secret to 

productivity growth is finding time to work less, not more. Without enough time to recover from 

work, employees become more tired and stressed and the resulting lack of focus not only reduces 

productivity, but often lead to mistakes, accidents, illness, difficulty and interacting effectively 

with others. Many people enjoy their job, but find that it becomes impossible to continue 

working at the same level, if their workload is increased. 

 

Excess workload can result in human performance issues such as slower task performance and 

errors such as slips, lapses or mistakes. It should also be noted that under-load can also lead to 

mailto:obialordonatus1@gmail.co
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human performance issues such as boredom, loss of situation awareness and reduced alertness. 

Excessive workload not only adversely affects safety, but also negatively affects job satisfaction 

and as a result, contributes to high turnover and staff shortages (Clerkin et’al, 2017). It is  a 

common practice in organizations that most employees stays idle for hours not working but 

spend less time working towards the closure of work just to meet with the days deadline 

(Obialor, 2020a). 

 

By giving someone more work than he can feasibly handle, eventually may have a negative 

effect on the health and wellbeing. Downsizing, fear of job security and high level of 

unemployment caused by an uncertain economy often prompt employees to accept or take on 

increasingly greater work responsibilities and longer hours.Hence, research problem could be 

observational or theoretical in nature. Through literature review the study has found that not 

much  has been done in this area especially as it concerns Nigeria. 

 

To date however, researches outside Nigeria have precisely focused on how excessive workload 

consequences influences organizational performance especially the work of Carmichael (2015), 

Smith (2008), Duxbury and Higgins (2007) and Clerkin, et’al (2017) among others. It is for this 

reason that it has become necessary to conduct a study in this area within the Nigeria 

environment in order to determine precisely the sort of excessive workload consequences that 

influence organizational performance. 

 

The major objectiveof this study is to investigate the effects of excessive workload and its 

consequences on organizational performance. The specific objectives include to: 

• Examine the relationship between excessive workload and its consequences on 

organizational performance. 

• Assess the relationship between employees extent of commitment to the organization and 

organizational performance. 

 

2.  LITERATURE REVIEW 

The Concept of Workload 

The concept of workload was generally defined as the intensity of the effort made by workers to 

meet the demands of their jobs under defined physical conditions taking into account their own 

condition and the various mechanisms at play in their job. 

 

Scientific literature abounds in studies on physical workload, which approach the concept mainly 

in terms of physical task performance thresholds that can have impacts on workers health and 

safety (Clarke, CarswellandSeales, 2005). In experimental psychology, mental workload refers to 

the identification of the cognitive or mental limitations that affect human performance in the area 

of information processing (Morris and Leung 2006). Added to these physical and mental 

components of workload are factors such as: responsibility, uncertainty, time pressure and work 

interruptions which serve to increase mental and physical workload (Martin and Gadbois 2004). 

 

Business Consequences and Organizational Performance 

One might expect an increased workload to result in higher productivity and output. Shawki 

(2014) maintained that excessive workload can be tolerated for a limited amount of time for a 

specific project but not all the time. AIburek (2014) outlined the followings as negative effects 

resulting from excessive workload ;lowerwork morale,increased mistakes and errors, resignation 

if too much heavy workload is imposed.Sinha (2014) suggest that consequences could be 

positive or negative depending on the environment of business.Positively, it will throw 
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challenges to the employee to enable him improve his speed, efficiency and skills which in turn 

improves performance and productivity.Negatively, it may affect his work-life balance and lead 

to stress, demotivation, burnout, mistakes and reduced productivity. The stress of dealing with a 

nonstop flow of work can lead to heart problems, high blood pressure, loss of sleep, diminished 

work Quality, expensive mistakes, poor workplace etiquette, rising health insurance costs, 

aggregate absenteeism, high turnover and loss of appetite(Harvard Business Review, 2018). 

 

The Relationship between Employee Commitment and Organizational Performance 

Wainwright (2018) cited in Obialor (2020a) maintain that employee commitment can take 

different forms, but defined employee commitment as: someone’s attitude towards their work; 

connection to a goal: being bound to a goal of the determination in respect of a goal, regardless 

of the origin of the goal. Believing in a goal and wanting to achieve it also reflects a certain 

degree of commitment; connection to an organization: a psychological state that binds an 

individual to the organization. As a result employees are more loyal to an organization and less 

likely to leave regardless of whether it is fulfilling or not. 

Employee commitment should be viewed as a business necessity, since it provides organizations 

with performance benefits accrued from increased employee commitment. The performance  

 

Theoretical Models 

Effort- Reward Model 

In keeping with concept of social support, Siegrist (1996) proposed the idea that an imbalance 

between efforts and rewards acts as a source of stress at work. Efforts may be extrinsic in origin: 

as it  concern time constraints, interruptions, task-related requirements, number of 

responsibilities and physical restraints. Intrinsic efforts are made when workers over commit 

themselves to their tasks, reacting as to a challenge, or out of a desire to control or a sense of 

duty. Rewards may involve, for example, recognition from management or co-workers or 

satisfactory remuneration. 

 

According to Siegrist (1996), three symptoms may appear when efforts are high but rewards are 

low; burnouts workers feel they have exhausted their emotional resources; dehumanization or 

withdrawal from relationships: workers detach themselves from the people they are supposed to 

help, for whom they have developed negative feelings; lower sense of personal accomplishment 

at work: workers evaluate their own job performance negatively, regarding it as a failure. 

In the light of these models, the study can identify a number of constraints in the work situation 

that appear to have an impact on workload: task requirements (physical and cognitive), 

contradictions in the expectations set, opportunity available to use one’s skills (or devaluing of 

experience and judgment), decision making autonomy, reduction in resources available to carry 

out the work, time constraints, frequent interruptions, number of responsibilities, recognition and 

rewards, social support (Wainwright, 2011  cited in Obialor 2020b). 

 

Activity – Analysis Model 

This ergonomics model was put forward in an attempt  to position the concept of workload from 

the perspective of the actual work activity. The actual work activity is seen as the context where 

constraints and resources take concrete form in a given situation. (Guerin, Daniellon, Duraffourg 

andRouilleault, 2006). This means that in order to properly understand work constraints, it is 

essential to analyze the forms they take in daily work. 

 

Work activity is described as being constructed gradually by the workersin interaction with 

dynamic situation (Lamonde 1992). During this process of gradual construction and depending 

on both individual and collective actions, the compromises possible and the situations 
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encountered, the work activity thus has impacts on the individuals involved as well as on the 

business.Again, to further understand the complex reality of the excessive workload 

phenomenon, this model approaches the concept of workload in terms of three main components: 

prescribed workload (constraints), actual workload (restraints) and perceived workload.  

 

3.  METHODOLOGY 

The study employed the survey research design in order to know the effect of variations in the 

independent variables on dependent variable.  The instruments of questionnaire, observations, 

and interviews were used for the employees in the selected study institutions selected across 

south-east of the country (Federal University of Technology Owerri, Imo State University 

Owerri, both in Imo State and Abia State University, Abia State).  A sample size of 163 was 

determined  using Taro Yamme’s approach.  The purposive sampling method was adopted in the 

study since some subjects were fit for the research compared to other individuals.  Both primary 

and secondary sources of data were used in the study. The validity of the instrument was done by 

showing the instrument to management research experts for their inputs and by making sure that 

the items in the instrument were strictly based on the research questions.  The use of pilot study 

was adopted for determination of the reliability of the research instrument.  The essence was to 

determine consistency in responses.  Data obtained from pilot survey were  committed to test of 

reliability using Cronbach Alpha statistic.  The result reported a Cronbach alpha of 0.771.  The 

instrument was therefore 71% reliable.  For the data analysis, the descriptive statistics of mean 

and standard deviation were adopted to answer the research questions.  Correlation analysis was 

adopted to test hypotheses.  Data were analyzed using SPSS at 95% confidence level. 

r =n∑xy -∑ x ∑y 

  

 

[n ∑x2 - ∑(x)2] [n∑y2 - ∑(y)2] 

P˂ 0.05 

 

4.  RESULTS AND DISCUSSION OF FINDINGS 

Out of the 163 copies of the questionnaire distributed, only 150 copies were properly filled and 

returned. 

 

Table 1:  Respondents responses on the relationship between excessive workload and its 

consequences on Organizational Performance. 

          

 Excessive workload and  

Organizational Performance 

        

1. In my workplace employee turnover 

is low due to excessive workload 

70 56 0 7 8 150 4.15 1.13 

2. Employees make a lot of mistakes 

due to excessive workload 

55 51 19 .2 23 150 3.75 0.78 

 Employee Commitment 

andOrganizational Performance 
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3. 

 

 

 

4. 

Employee commitment to an  

organization decreases with 

increasing workload 

 

Employees in my workplace do not 

work hard and are not committed due 

to pour remuneration. 

77 

 

 

 

70 

49 

 

 

 

42 

0 

 

 

 

13 

7 

 

 

 

8 

17 

 

 

 

16 

150 

 

 

 

150 

4.08 

 

 

 

3.94 

0.80 

 

 

 

0.61 

 

 

 

 

The table 1, above presents data from responses by the respondents under study. The result 

disclosed a strong agreement by the respondents on their opinion on the relationship between 

excessive workload and its consequences on organizational performance.Values of mean and 

standard deviation shows that a positive relationship exists between excessive workload and 

organizational performance. 

 

Testing of Hypotheses 

Ho1: Excessive workload does not significantly affects organizational performance.. 

Table 2: Correlation analysis between excessive workload and organizational performance. 

Item Mean Standard 

Deviation 

Correlation 

Coefficient 

P-Value 

Workplace turnover is low due to 

excessive workload. 

4.15 1.13  

0.88 

 

0.001 

Employees develop poor  morale and 

low work productivity 

3.75 0.78 

SPSS Correlation Analysis Output (2020) 

 

The result on table 2 presents the correlation analysis between excessive workload and 

organizational performance. The result shows a P-value of 0.001 and correlation coefficient of 

0.88 at 0.05 level of significance. Therefore, the null hypothesis is rejected and the alternative 

accepted, which states that excessive workload significantly affects organizational performance. 

Ho2;Employees extent of commitment to the organization has no significant consequences on 

organizational performance. 

 

Table 3:Correlation analysis between Employee commitment and Organization 

performance. 

Item Mean Standard 

Deviation 

Correlation 

Coefficient 

P-Value 

Employee Commitment to an 

organization decreases with 

increasing workload 

4.08 0.80  

0.883 

 

0.001 

Employee in my workplace do not 

work hard and not committed due 

to poor remuneration 

3.94 0.61 

SPSS Correlation Analysis Output (2020) 

 

The result on table 3: presents the correlation analysis between employee commitment and 

organizational performance. The result shows a P-value of 0.001 and correlation coefficient 

value of 0.883 at 0.05 level of significance, thereby rejecting the null hypothesis and conclude 
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that employee extent of commitment to the organization has a significant consequences an 

organizational performance. 
 

5.  CONCLUSION AND RECOMMENDATIONS 

Research question one result showed a P-value of 0.001 and correlation coefficient of 0.88 at 5% 

level of significance, proving that excessive workload significantly affects organizational 

performance. The second research question on the relationship between employee extent of 

commitment to the organization and organizational performance, pointed to the fact that most of 

the employees do not work hard due to poor remuneration, with financial reward being a 

significant factor in maintaining employees’ commitment. The hypotheses tests showed that 

employees’ extent of commitment to the organization hasa significant consequences on 

organizational performance. 

In line with the findings of this study, the following recommendations are made: 

(a) Management of organizations must ensure that employees are adequately remunerated 

and made to feel secure in their job.  

(b) Workplace management techniques like developing achievable deadlines should be 

encouraged by organizations. 

(c) Employees should be encouraged to take day-offs, medications and regular exercises. 

(d) Free medical care and insurance schemes should be provided for employees to take care 

of health related concerns. 

(e) Organizations must develop systems to monitor hours of work put in by individual 

employees. 
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Abstract 

Against the backdrop of the increasing debt accumulation from China, this study 

examined issues and problems associated with Nigeria’s debt crisis and the danger(s) it 

poses to Nigeria–China Relations. Also, it investigated the nature and composition of 

Chinese loans to Nigeria, underlying factors responsible for Nigeria’s rising debt profile 

and their implications for future Nigeria-China relations. The study employed 

secondary data from journal articles, edited books and peer-reviewed online 

publications. Official publications from Nigeria’s Debt Management Office (DMO) and 

other cognate public agencies were also used. This study side-stepped popular 

theoretical narratives focusing often on ways in which factors such as national interest, 

international capitalism and stringent lending conditionalities of Western donors 

culminate to the debt crisis in the Third World. It concentrated on the inflow and 

conditions of Chinese loans to Nigeria as well as how Chinese loans are connected to 

the looming debt crisis in Nigeria. Recently a debt relief programme – the Heavily 

Indebted Poor Countries (HIPCs) initiative – was implemented by the World Bank and 

the International Monetary Fund (IMF) to ease the burden of external debt on countries 

designated as HIPCs. The HIPCs programme was introduced specifically to cushion the 

adverse economic impacts of recurring debt crisis, address problems of budgetary 

deficits linked to frequent payment of huge debt servicing and enable severely indebted 

poor countries to mobilize development funds. Though Nigeria did not qualify for 

inclusion in the HIPCs, it negotiated another debt relief programme which subsequently 

enabled the country to bargain for and achieve debt relief in 2006. Approximately, one 

and half decades after the debt relief was granted to Nigeria the country has again 

relapsed to problems of excessive debt accumulation from China. The study showed 

that Chinese loan repayment routine, which is usually resource-based and largely 

undisclosed to the public domain, is often not in the economic interest of less developed 

economies like Nigeria. It concludes that in order to avert debt crisis in Nigeria’s 

economic relations with China constitutional stipulations governing loan contraction as 

well as repayment must be adhered. Public agencies like the DMO should be in the 

forefront of negotiating Nigeria’s external debt agreements.     

 

 

Keywords:Debt Crisis, Debt Default, Debt Accumulation, Loan Agreements and 

External Debt.  

 

1.  INTRODUCTION 

Undeniably, external debt is an important asset, especially when it supplements domestic savings 

(Ajayi and Khan, 2000) or leads to improvements in a country’s balance of payments record. 

With an effective fiscal policy – government programme regarding the management of the 

economy through taxation, expenditure and borrowing – state resources could better be 
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mobilized to execute developmental projects in the state. However, when debt is massively 

accumulated and unwisely managed, it can ruin an entire economy because of its capacity to 

cause a drag on economic growth and pave way for debt crisis. Inability to adopt prudent and 

feasible debt management strategies is a critical factor culminating to debt crisis and this often 

manifests in the form of debt accumulation, debt defaults, and high debt servicing payments. 

 

Debt crisis is antithetical to the economic health and development of any nation. Thus, regardless 

of whatever rhetoric that may be raised, it is important to reckon with the recent caution by the 

IMF that African countries must endeavour to demonstrate financial prudence, effective debt 

management strategies and exercise some restraints especially in the area of terms and conditions 

of loans being contracted from China to ensure favourability for themselves should there arise 

any need for debt renegotiation and restructuring in future time (Adebiyi, 2020). Owing to the 

call by the IMF and given the fears that Nigeria is on the brink of debt crisis and economic 

recession, the House of Representatives in May 2020, gave a thought to the advice of the 

IMF/World Bank as it mandated some of its committees to investigate all China-Nigeria loan 

agreements from 2000 to date.  Their intentions were to ascertain the viability of the facilities, 

then regularise and renegotiate them, especially when the news was out that china may be ready 

for loan deferment (Adebiyi, 2020). All this demonstrates that prudent debt management strategy 

has the capacity to increase the probability of achieving financial stability, fiscal discipline, 

favourable balance of payment record, debt sustainability and thus reduce a country’s 

susceptibility to debt crises.        

 

Prior to the debt relief initiative launched in 1996 by the Western Creditors (Alli, 2006), external 

debt burden had reached unsustainable levels in most countries in Africa. Africa’s external debt 

stock stood at about $US333.3 billion in 2003. This huge sum attracted massive debt obligations 

that drained away enormous resources from the region. In fact, no fewer than 33 African 

countries were classified as the Heavily Indebted Poor Countries (HIPCs) (Enweze, 2003). 

Nigeria’s external debt stock, which stood at US$19 billion by 1985, grew astronomically to 

about US$28 billion by 1999 and to about US$35 billion by 2004. Concurrently, the country’s 

debt service payments grew rapidly.  

 

Problems of mounting indebtedness and huge debt servicing obligations plagued the HIPCs to 

the point that prospects for resolving their debt burden became uncertain. The capacity to repay 

their increasing debt stocks also became doubtful. Rather than augment domestic resources, the 

burden of external debts led to serious economic and financial losses. Incidence of colossal debt 

service payment depleted their foreign exchange reserves leaving behind little resources for local 

investment. Debt service obligation assumed permanent portions of the expenditure profile of 

their national budgets, in spite of deteriorating living conditions. In most cases continuous 

resource outflow through annual debt service payments were in multiples of the budgetary 

allocations to important sectors such as education and health.  

 

Issues and problems associated with debt crisis were responsible for the recent debt relief 

negotiations between Nigeria and its Western Creditors and the eventual reduction in the 

country’s external debt stock in 2006. On the other hand, Nigeria’s recent massive debt 

accumulation has raised a lot of concerns and fears that the country is on the verge of debt crisis 

and economic situations of large interest capitalization on debt and rising debt servicing 

obligations. Many justifications have been provided in a bid to explain the lingering debt 

problems in Nigeria. Factors such as inappropriate government policies, corruption, 

mismanagement, disarticulated economies, and Africa’s location in the international division of 
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labour are replete in the literature. Nevertheless, beside these factors, this study explores the 

nature of loan contraction from China and its implications for the Nigeria-China relations.   

 

2.  LITERATURE REVIEW 

Empirical Review of Issues and Problems of Debt Crisis in Nigeria 

Debt crisis is a situation of continuous borrowing in which the lender considers it necessary to 

keep advancing new loans to the debtor to enable the debtor pay old debts or a situation in which 

a debtor engages in constant rescheduling and refinancing of matured loans thereby postponing 

the period of repayment to a future date. Debt crisis can also refer to a situation where a debtor is 

unable to service the interest and/or principal as scheduled and thus jeopardize the financial 

health of its lender (Onwutuebe, 2013). To an extent, it is a reflection of lack of prudence and 

discretion of an entire system of the fiscal policies of the state as well as government debt 

management scheme in relation to loan contraction, interest payment, debt servicing, debt 

rescheduling and debt repayment. Debt crisis usually distorts and undermines the probability of 

achieving financial stability, fiscal discipline, favourable balance of payment record and credit 

worthiness on the part of the debtor nation.       

 

Prior to Nigeria’s independence in 1960 as well as the early years of freedom from colonialism, 

external debt constituted no threat to the country’s economic wellbeing and development. 

According to Olukoshi (1990), before independence, Nigeria’s external debt was US$28 million; 

being the amount contracted for railway construction. Gradually, the external debts grew and 

stood at about N82.4 million in 1960, rose to N435.2 million in 1965 and by 1970 it was put at 

some N489 million. Olukoshi emphasized that during this period Nigeria was, in relation to its 

foreign exchange earnings, able to keep its developmental needs within reasonable limits. By so 

doing, external debts were kept at the bare minimum. Sanusi (2010) added that the various 

sectors of the economy, particularly the agricultural sector were moderately productive. The 

agricultural sector, driven by the demand for food and cash crops production was at the centre of 

the growth process, contributing 54.7 per cent to the GDP. Kwanashie, Ajilima, and Garba noted 

that agriculture provided ‘much of the revenue that the government used in developing basic 

infrastructural facilities’ (1998: 11). Agricultural exports were largely used in financing the 

import substitution industrialization programme of the decade. Another factor that helped to keep 

Nigeria’s external debt profile within reasonable limits was the structure and type of loans that 

were contracted. Nigeria’s debt consisted mainly of long term loans from the World Bank and 

the leading western trading partners of the country, namely the United States of America, 

Britain, West Germany and Italy. Interests charged on the loans were generally low. He 

explained that the average debt service was N3.2m annually which culminated to only about 

0.2% of the GDP. This marginal ratio in debt service obligation continued standing at a mere 1.1 

% in 1960, 3.7 % in 1965 and 3.5 in 1970. Ratio of debt service to the Gross National Product 

(GNP) was also not critical, fluctuating as it did from 3.4 % in 1960 to 12.5 in 1965 and 8.2 % in 

1970. Besides low interest rates, Alli observed that during this period the favourable terms under 

which the loans were secured included the long period of maturity, long period of grace, and 

other concessionary and terms given (Alli, 2006). Again, in spite of the huge cost of the Nigerian 

Civil War, which required massive mobilization of resources, the federal government did not 

rely much on external borrowing to finance it. 

 

The decade of the 1970s came with enormous changes. As the nation‘s petroleum became the 

main revenue earner, economic activities acquired a different outlook. Ake recounted that it was 

mainly on the account of oil that export earnings increased from 1,000 million naira in 1971 to 

13,000 million in 1980 (Ake, 1986). Arising from the immense revenue accruing to Nigeria’s 

treasury from the oil sector, government expenditure inordinately rose from N8.258 billion in 
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1975 to N23.695 billion in 1980. Unfortunately, when the price of oil, which Nigeria had 

essentially depended on, began to drop in 1977 Nigeria’s public debt increased by 66.4% to 

N5.001 billion at the end of 1977. Thus, the balance of payment position deteriorated. Foreign 

exchange available to Nigeria had become insufficient to run the government business. Oyejide, 

et. al., stated that a ‘particular spending (and import consumption) pattern was very quickly 

established during the 1974-76 oil boom years. When, however, export receipts could not 

continue to maintain a steadily rising trend, this spending pattern could not be maintained 

without recourse to significant external assistance. Hence, between 1977 and 1978, two ‘jumbo’ 

Euro-market loans – worth about $2.2 billion – were contracted. This marked a significant 

change in the country’s pattern of borrowing’ (1985: 17). The repayment period was 

considerably shorter and the loans were contracted at floating rates. This situation astronomically 

increased debt-service charges over time, especially in the light of the generally rising interest 

rates of the late 1970s and early 1980s. 

 

The role of military regimes, imprudent borrowing and expenditure by military administrators in 

Nigeria is also a major factor in the explanation and justification of issues and problems of debt 

crisis in Nigeria. Atakpu (2003) noted that most of Nigeria’s debts were irresponsibly contracted 

by military dictators who plundered the nation’s resources including external loans for selfish 

ends. According to him, from the overthrow of democratic government in 1983 by Major 

General Buhari (1983-1984), through General Ibrahim Babangida’s eight-year rule (1985-1993) 

to Late General Sani Abaca’s 5-year tyranny (1993-1998), and General Abdulsalami 

Abubarkar’s regime in 1998-1999, the nation was under military rule and also corruption was 

wide-spread. This adverse impact of reckless and unregulated expenditures under successive 

military regimes in Nigeria contributed immensely to the problem of debt crisis.  

 

Away from some of the internal factors surrounding debt crisis in Nigeria, there are external 

dynamics to interrogate. Writing on “The Anatomy of Debt Crisis”, Alli affirmed that Nigeria’s 

debt crisis was the result of the manner of the country’s incorporation into the world capitalist 

system. The position of the country in international division of labour, the character of its 

economy, the pattern of its international economic relations and the structure of its trade relations 

combine to lead the country into huge indebtedness. He noted that while Nigeria may not be 

completely deficient in domestic savings and resources required for investment and overall 

socio-economic development, the conditions of dependency and the manipulation of capitalist 

forces both locally and internationally, led to several distortions in the economy (Alli, 2006). 

Some of these include the problem of disarticulation of production and consumption profiles in 

the country, external dependence, foreign domination and exploitation, unplanned and 

speculative pattern of capital accumulation, enclave status of the dominant petroleum sector and 

limited access to world’s available pool of credit facilities. Consequently, two gaps erupted in the 

quest for development. First was the gap between domestic savings and requirements for 

domestic investment. Second was the gap between export and import – trade gap. This situation 

has therefore left Nigeria and many African countries dependent on foreign sources for 

assistance, including external loans. Unfortunately, the developed countries exploit the situation 

to trap developing countries into unmanageable financial commitments through loans.  

 

 

3.  METHODOLOGY 

The study employed secondary data from journal articles, edited books and peer-reviewed online 

publications. Official publications from Nigeria’s Debt Management Office, African Forum and 

Network on Debt and Development and cognate public agencies were also used.   
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Post-HIPCs Initiative and New Debt Accumulation in Nigeria  

Recent debt accumulation in Nigeria especially in the aftermath of the implementation of the 

Houston Terms which came in response to Nigeria’s persuasive plea for debt forgiveness has 

become alarming. The Houston Terms was specially negotiated to compensate for Nigeria’s non-

qualification in the list of Heavily Indebted Poor Countries’ – HIPCs. Let us recall that it was the 

deteriorating living conditions induced by huge debt service obligations and other problems 

linked to debt crises that formed the basis for the introduction of the HIPCs initiative by the IMF 

and World Bank in 1996 (Poku and Cheru, 2001; Gunther, 2002). However, regardless of the 

recognition that Nigeria's external debt had become unsustainable and its servicing obligations 

severely jeopardizing resources available for investment, the Western Creditors and 

governments, particularly the United States, resisted Nigeria’s plea for debt forgiveness in the 

HIPCs programme (African Forum and Network on Debt and Development, 2007). Nigeria’s 

foreign creditors had argued that Nigeria is oil-rich (a middle-income country) and therefore 

should be able to take care of its external debt.   

 

Table One: Nigeria’s External (Ext.) Debt Stock 2001-2006 

 2001 2002 2003 2004 2005 2006 

Ext debt 

stock 

(USD 

ml) 

28,347.00 30,991.86 32,916.81 35,944.65 20,477.97 3,544.49 

Ext debt 

stock 

(Naira 

ml) 

3,188,754.03 3,934,416.63 4,258,118.54 4,778,841.22 2,641,658.13 457,239.21 

• Source: DMO 2008: 17, Prepared by the author 

 

Sustained local and international appeal contributed immensely to persuading Nigeria’s foreign 

creditors to acknowledge that Nigeria’s socio-economic index was similar to those of other 

countries described as the HIPCs to whom the Paris Club had conceded the need for substantial 

debt relief. In view of sustained agitations for debt relief, agreements were reached and Nigeria’s 

debt was rescheduled based on a separate arrangement known as the Houston Terms (Nwankwo, 

2006). Consequent upon the Houston Terms, Nigeria’s debt stock which stood at about 

US$35,944.65 million in 2004 declined to about US$20,477.97 in 2005 (43.0 percent fall) due to 

the implementation of Phase I and II of the Paris Club debt deal. A further 82.7 percent fall was 

registered between 2005 and 2006, when the external debt stock stood at US$3,544.49 million 

(Debt Management Office, 2008). 

 

As at the end of 2006, Nigeria’s external debt, following the country’s exit from the Paris Club 

debt stood at about US$3,544.49 million; down from US$35,944.65 million in 2004. However, 

since the 2005/2006 debt relief Nigeria has progressively, although initially at concessional rates, 

terms and conditions began to contract new external debts (Debt Management Office, 2008). For 

example, Non-Paris Club debt stock, which decreased steadily from 2001 to 2004, rose sharply 

from US$47.5 million to US$461.8 million in 2005, due to new disbursements of loans 

contracted from China and by the end of 2006, it stood at US$326.08 million, or 9.2 percent of 

the external debt portfolio. By 31st December 2007, Nigeria’s external debt stock stood at about 

US$3 billion (Debt Management Office, 2008). 
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Thus, in spite of the huge resources spent in pursuit of the 2005/2006 debt relief, Nigeria 

continued to service her non-Paris Club multilateral and private debts which in 2005 were 

cumulatively put at $670.9 million (AFRODAD, 2007). Non-Paris Club debt, which accounted 

for about 25% of Nigeria’s debt make up, was not part of the Nigeria-Paris Club debt deal. 

Nigeria’s Debt Management Office (DMO) reveals that as at 2006, the country’s external debt 

stood at $3, 544.49.  

 

Increasingly, Nigeria has begun to massively accrue new external debts. At the end of December, 

2008, the Nigerian government through its DMO completed arrangements to secure a 10-year 

$500 million sovereign bond from the International Capital Market (ICM) (Debt Management 

Office, Nigeria, 2008). In July 2009 another $195 million loan was secured from the World Bank 

(Henshaw, 2009). Nigeria’s debt profile as at the end of December 2010 revealed that the bulk of 

the country’s external debts (about US$4,380.96 million or 95.65 percent) were owed to official 

creditors (bilateral and multilateral creditors) while the remaining percentage (about US$197.81 

million or 4.35 percent) were owed to private creditors (Debt Management Office, 2010). Early 

in 2011, the African Development Bank (AfDB) approved the sum of US$34.3 million as loan to 

Nigeria to finance capacity building for Public-Private Partnerships (PPP) in infrastructure 

sectors.  

 

Table Two: Overview of Nigeria’s Current External Debt Stock 

 September, 2010 December, 2015 June, 2020 

External debt stock 

(USD ml) 

4,534.19 10,718.43 31,477.14 

Source: Nigeria’s Debt Management Office, Table, prepared by the author  

 

It is instructive to note that prior to the 2006 debt relief granted to Nigeria by Western donors, 

the Chinese state as well as Chinese multinational companies like the Zhongxing 

Telecommunication Equipment Corporation – ZTE Corporation (fourth largest mobile phone 

manufacturer in the world) and the Chinese Machinery Engineering Corporation (CMEC) did not 

occupy any significant portion in Nigeria’s external debt profile. Nigeria’s external debts were 

owed mainly to Western lenders like the World Bank, the IMF, Paris and London Clubs. 

However, China and its multinational groups have, particularly since 2012 up till present times, 

risen and assumed a prominent position in Nigeria’s external debt stock owed to bilateral 

creditors. Table 3 below makes further illustration.       

 

Table Three: Nigeria’s External debt to China (USD ml) – 2012 - 2020 

Month/Year Amount % on Nigeria’s Overall 

External Debt Stock 

31st December, 2012 $683.03 10.46% 

31st December, 2013 $966.70 10.96% 

31st December, 2014 $1,293.13 13.32% 

31st December, 2015 $1,444.73 13.48% 

30th June, 2016 $1,495.85 13.28% 

30th September, 2017 $1,798.21 11.71% 

30th September, 2018 $1,912.00 8.85% 

30th September, 2019 $2,746.92 10.20% 

31st December, 2019 $3,175.12 11.47% 

31st March, 2020 $3,121.29 11.28% 

30th June, 2020 $3,240.73 10.30% 
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Source: Nigeria’s Debt Management Office, Table, prepared by the author  

 

The table above depict the overwhelming dominance of China in Nigeria’s external debt stock to 

bilateral creditors. As at December 2012, the total of Nigeria’s external debt to all the bilateral 

creditors was USD $703.03. Out of this sum, the amount owed to China was $683.03, while the 

remaining balance of USD $20.00 was owed to France. By extension, China held about 97.16% 

share of Nigeria’s external debt to bilateral creditors as at December 2012. Although, this picture 

and figure is no longer the same in recent times, China’s whooping controlling share of Nigeria’s 

external debt to bilateral creditors is not arguable. As at June 2020, China’s share of Nigeria’s 

external debt to bilateral creditors was 82.07%. 

 

International Perspective on Chinese Loan Agreements: Lessons for Nigeria  

Between the time of the inauguration of President Muhammadu Buhari in 2015 and the 2018 

Forum on China-Africa Cooperation (FOCAC), Buhari noted that Nigeria’s partnership with 

China had resulted in the execution of numerous infrastructural projects which totalled over $5 

billion (Itodo, 2020). In times of shortage of development funds, several credit facilities and aid 

programmes have been developed and given by China to complement Nigeria’s inability to 

finance its own projects. Some records show that in 2018, arrangements were made to loan out 

about $328 million from China’s Exim Bank to Nigeria (Maverick, 2020; Itodo, 2020). Indeed, 

special loan agreements are increasingly being made with China to ensure more infrastructural 

projects are embarked upon as well as complete existing ones.    

 

Beyond enormous investments in extractive industries, gargantuan construction of large 

hydroelectric facilities, improvement of internet infrastructure, development of urban railway 

systems, road rehabilitation, upgrading of airport facilities, massive outlays in the agriculture 

sector, and heavy financial engagements in other critical sectors of the economy, China is also 

deeply involved in the business of providing developmental loans whose repayment modalities, 

on the part of the debtor-nation, are often resource-based. China is now one of Africa’s biggest 

bilateral creditors. In a period of 18 years (from 2000 to 2018), China is said to have disbursed 

about $152 billion loans to Africa. Nigeria, one of China’s biggest clients in the loan business, is 

said to have obtained about 17 Chinese loans to fund different capital projects in the country 

(Adebiyi, 2020). Presently in Nigeria, there are great concerns and fears as regards excessive 

debt accumulation and issues bordering on the nature of Chinese loan agreements. As it were, 

China’s business and financial agreements with other nations, including loan deals are contrived 

in secrecy (Harris, 2020).         

 

Chinese loans constitute an integral part of China’s foreign policy laced about with economic 

strategies to pursue and actualize its national interest. Richard Aidoo (2017) describes a 

remarkable pattern in the Chinese creditor-debtor relations in which China, slightly, but 

progressively engages in resource extraction and exchange from the borrower-nation as a means 

to repay Chinese loans. He notes that more often than not, this method of loan repayment where 

the debtors’ resources are used as the instrument of settlement usually opens way for creditors’ 

increased ownership of assets and projects in the event of debt default. By adopting this 

approach, China could later own a sizeable proportion of oil blocks and wells for providing 

credit facilities, undertaking developmental projects or infrastructural developments on behalf of 

the debtor-nation. This type of credit facility and exchange between China and its debtor-nation 

is embedded in a loan agreement whereby debtors’ inability for loan repayment is preemptively 

compensated for and shouldered under a new arrangement in which the debtors’ own assets and 

resources substitute for what was borrowed or agreed upon. There are several resource-based 

and/or oil-backed loans involving China and debtor countries around the world today. 
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Zambia’s power of ownership and control of some of its national assets was lately threatened 

following issues surrounding the country’s loan agreements with China, a factor that negatively 

challenged Zambia’s sovereignty over its resources. In late 2018, Zambia’s debt profile revealed 

that out of a total of $8.7 billion external debt owed by the country, about $7.4 billion belonged 

to China (Adebiyi, 2020). This figure alone gives an idea of the size of Chinese economic 

presence and influence in the Zambian state. Critical assets, facilities and resources including 

Zambian mining fields and airport in Lusaka were up for negotiations meant to address and settle 

Zambian debts to China. In the interim, China has control over the Zambian national 

broadcasting company, the ZNBN. A 2018 report showed that Zambia and China were involved 

in a dialogue whose outcome was predicted with possibilities of a takeover of the Zambian 

national electricity company, the ZESCO. There are growing concerns (Adebiyi, 2020) that 

debtors’ assets and resources being mortgaged in the resource-contrived Chinese loans are 

sometimes forfeited upon failure of the debtor-nation to reimburse the loan in accordance with 

agreement.  

 

Comparative to Zambia, the ownership and management of Kenya’s Port of Mombasa, the 

country’s largest and most lucrative national port was jeopardized due to massive debt 

accumulation which subsequently resulted to Kenya’s debt default to China. It is important to 

note that China’s strategy of intervening in debtors’ national asset, infrastructure and resources is 

not restricted to Africa. The adverse impact of the 2008 global financial crisis which induced the 

euro-debt crisis manifested also in the way and manner European states like Spain, Portugal and 

Greece allowed the acquisition of some of their assets, mining companies and public facilities by 

China (Adebiyi, 2020).            

 

In 2008, former President Rafael Correa of Ecuador suspended the repayment of his country’s 

global bonds on account that they were odious debts and subsequently disengaged the IMF and 

the World Bank from the country. Consequently, Ecuador was strategically isolated from global 

funding sources controlled by Western creditors. Owing to this development, Ecuador switched 

over to China for new developmental loans. Not long, Ecuadorian debt profile rose from USD 1 

billion in 2009 to about USD 8.4 billion by 2016. By January 2014, China had announced a 30% 

stake in Ecuador’s Pacific Refinery Project, which was financed by the China National 

Petroleum Corporation (CNPC) at the cost of almost USD 12 billion. Evidently, China’s 

enormous stake in the Ecuador’s Pacific Refinery Project was facilitated majorly by debt 

accumulation reinforced through infrastructure development projects executed via Chinese loan 

deals. There are arguments indicating that Ecuador’s rising debt profile to China was the 

principal reason for increasing pressure for new oil concessions or even much lower price for 

Ecuadorian oil. Chinese new development funds, suppliers’ credit generated on high volumes of 

trade with Ecuador are guaranteed with new discounts of petroleum and other minerals being 

supplied to China (Aidoo, 2017).  

 

Chinese loan repayment is usually resource-based. For example, they are repaid in terms of large 

barrels of oil per day at a negotiated price within the range of USD 25 and USD 50 per barrel. 

China’s first USD 1 billion loan to Ecuador attracted a 7.5% interest rate and also a commitment 

of 90,000 barrels per day over a two-year period. Over all, China is disproportionately lifting 

high volumes of Ecuadorian oil at a cost much unfavorable to Ecuador. Dissatisfied Ecuadorians, 

especially women from the Amazon region who are confronted with water crisis and other 

environmental disasters induced by persistent oil extraction, have staged protests to express their 

displeasure with their government oil-backed loan deals with China. International solidarity 

protests have also been staged to discourage new rounds of oil concessions and extractions by 
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the Chinese. Nonetheless, in spite of local and international objections, the Ecuadorian 

government is neck-deep to securing new oil-backed loan deals from China in order to invest in 

basic infrastructure, education, health and other sectors of the economy. These are the critical 

manifestations of a country in debt crisis (Aidoo, 2017).  

 

Besides Ecuador, the problem of debt crises associated with oil-contracted loans from China 

could also be situated in a number of other debtor-nations. As soon as oil was discovered in 

Ghana, China’s interest in the sector became highly visible. By the end of 2011, the Chinese 

Petrochemical Corporation (Sinopec), with massive financial support from the China 

Development Bank (CDB) struck an oil-backed loan agreement of USD 3 billion with the 

Ghanaian state in a project meant to develop infrastructure for oil extraction. Under that oil-

backed loan agreement, Ghana was committed to supply 13,000 barrels of crude oil daily to 

China for about fifteen and a half years. The USD 3 billion China-Ghana oil-backed loan deal 

generated a lot of political tension. Among other factors responsible for widespread anti-Chinese 

sentiments in Ghana was the impropriety of the loan agreement with China during this period. 

The opposition party emphasized that the Ghanaian Petroleum Revenue Management Act does 

not allow for the collateralization of Ghana’s oil for more than ten years and that the loan 

agreement disproportionately favored China at the expense of Ghanaians. There were also fears 

that the 2011 USD 3 billion China-Ghana oil-backed loan deal might result to increased poverty 

and another round of debt crisis in Ghana. Thus, when the price of crude oil began to drop from 

USD 115 in 2014 to about USD 53 in 2015 and the country’s foreign exchange reserve 

dwindled, it was clear to the Ghanaian state that government’s ability to repay the USD 3 billion 

Chinese loan had become even slimmer. By 2015, the Ghanaian government ended the China 

Development Bank loan agreements. As a result, Ghana again shifted towards Western 

donors/lenders and later applied to the IMF for a USD 918 million loan to resuscitate its 

economy.    

 

In Ghana, rising tension surrounding the 2011 Chinese loan agreements was quite 

understandable. Having tasted the bitter pills of debt crisis, especially during the 1970s, 80s and 

90s (Martin Meredith, 2005), Ghanaians displayed a strong sense of caution with Chinese loans. 

We recall that it was primarily on account of issues associated with debt accumulation that the 

ownership structure of investments by Chinese companies in Ghana became lopsided, 

undermining Ghanaian entrepreneurs and enterprises while promoting Chinese investors and 

investments. Around 2001 to 2006, it was noted that the use of local equity and local loans in 

Ghana had become very low compared to foreign equity and foreign loans. Foreign loans and 

equity accounted for almost 95 percent of the total cost of operations by the Chinese companies 

in Ghana (Tsikata, D., et al., 2008).       

 

It is important to bridge and strengthen some grey areas in arguments bordering on the 

interconnections between states’ sovereignty clause and Chinese loan agreements. The question: 

Can Nigeria truly lose her sovereignty to China on the basis of Nigeria’s loan agreement with 

China?, has attracted attention (Akinterinwa, 2020). According to Bola Akinterinwa, a country 

can only loose its sovereignty as a nation state, if the country ceases to exist on account of loss of 

territory, government and population. Nonetheless, we must stress that emerging trends in recent 

loan agreements with China and factors associated with debt default indicate a strong connect 

between debt crisis and fragility of state sovereignty.    The foregoing is consistent with the 

argument that though China’s predisposition towards providing loans to African countries might 

not be totally driven by profit-maximization and resource accumulation, the quest to control and 

dominate important sectors of the African economy is strong. The countries cited above are only 

a few in a list other nations whose resource and/or oil-backed loan agreements with China 
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bourgeoned and destabilized their debt profile rapidly and increased China’s stake in their 

economies (Tsikata, D., et al. (2008).  

 

Resource-dependent loan repayment agreements are highly unfavourable to weak economy 

states. Weak economies lack the flexibility required to adjust to adverse market returns and price 

shocks for their export-oriented commodities or respond to harsh dynamics of the international 

market. In the face of dwindling revenue generation and diminishing foreign exchange reserve, 

less developed economies usually resort to external borrowing. When external loan is 

desperately needed, acceptance of conditionality (whether affordable or not), is much easier. A 

recent study shows that China’s loans usual come with conditionalities which are designed to suit 

Beijing’s strategic interests and at the expense of debtor nations (Itodo, 2020). Unfortunately, the 

Nigerian economy is essentially monoculture and does not regulate or protect itself from 

undesirable and unfavourable market conditions capable of prompting balance of payment 

deficits. Nigeria therefore appears highly vulnerable to debt default in the event of any serious 

distortions in the international market price of crude oil and unfavourable balance of trade 

profile. Many infrastructural projects in various states of the Nigerian federation today are being 

executed by Chinese companies under special loan agreements. Nigerian economy is 

unfortunately getting weaker by the day signifying no better prospects to meet debt settlement 

and repayment plans with China.  

 

4.  CONCLUSION AND RECOMMENDATIONS 

Presently, excessive debt accumulation is one of Nigeria’s greatest economic challenges, though 

this reality is being denied and yet to be acknowledged by the Presidency. As shown above, 

Nigeria’s current debt stock is close to what it was prior to 2005/2006 debt relief. As at 2004, the 

country’s external debt accruals which peaked at USD$35,944.65 spiralled Nigeria’s debt 

servicing requirements and thus constituted a major impediment to national development plans. 

Massive debt reduction which came on the heels of the debt-relief intervention of the Paris Club 

provided strong prospects for prudent debt management and hope for effective mobilization of 

resources for Nigeria’s economic development. This dream is presently deluded as new debt 

accumulation, particularly under President Muhammadu Buhari, has continued to bourgeon. By 

the end of the second quarter of 2020, Nigeria’s external debt stock had rebounded to 

USD$31,477.14 and plans to contract new loans are daunting, especially from China, which is 

currently Nigeria’s biggest bilateral creditor. 

 

Recent political debacle between Nigeria’s Minister of Transport and the National Assembly 

over the decision of the latter to investigate loan agreements with China (from 2000 to date) was 

a tipoff for and prompting of lack of transparency in Nigeria’s debt deals with China. Acceptance 

of secret debt pacts with China no doubt raise huge questions in relation to terms and conditions 

under which the loan agreements are made as well as the actual intentions, not just of China but 

also of the signatories standing in for Nigeria. It is expedient therefore to instruct that Nigerians 

insist on getting every information linked to loan agreements with China and all willing bilateral 

or multilateral creditors in order to ensure, not only accountability and transparency but also 

determine the productivity quotient of incoming credit facilities. This is not a recommendation 

for the usurpation of functions of Nigeria’s Debt Management Office. It is a call for more 

transparency and prudence, especially in the areas of sourcing for loans as well as terms and 

conditions for loan contraction in a bid to avert problems associated with debt crisis.                
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Abstract 

From earliest period through the medieval era and till date, government remains the sole 

authority that controls the instruments of state security. Hence, the foremost 

responsibility of any government is to provide adequate security for its citizens. Of 

note, the Nigerian state is presently confronted with security threats ranging from 

kidnapping, armed robbery, farmers and herdsmen clashes among others. However, the 

response of the sub national governments to meeting the security challenges faced by 

the citizens has led to the establishment and support given to the establishment of 

Community Based Organizations (CBOs). Against this background, this study 

addresses the berth, funding, roles and challenges of CBOs in the southwest region of 

Nigeria. The study adopts qualitative research method and relies on secondary source of 

data gathering. The study discovered that the presence of CBOs has improved the 

security situation in the region. In conclusion, the CBOs are not only crucial but 

indispensable. Therefore, it recommends proper legislation to enhance collaboration 

with other security agencies, training and procurement of modern equipment to fight 

crime as well as required gadgets for intelligence gathering as well as proper funding. 

 

Keywords: State, Security, CBOs, Vigilante groups, Community. 

 

1.  INTRODUCTION 

The function of any government in any country is to provide adequate security for its citizens. 

Almond, Powell, Strom & Dalton (2004: 4) and Bressler, Friedrich, Karlesky, Stephenson & 

Turner (2002: 5) expresses that the provision of security is one of the main duties of state. 

Notably, various theories of state abound but the social contract theory as espoused by Thomas 

Hobbes advocates most strongly that government as representative of the state is best placed to 

provide security for the citizenry. Hence, government is imbued with power to ensure security as 

the sole authority that has legal monopoly of the instrumentality of coercion within a state. By 

this, government controls not just the use of the instruments and every apparatus of state 

security, but also the institutions that are established to guarantee state protection and defense 

against both external aggression and internal insurrection with state institutions that include the 

armed forces which comprise of the army, the navy and air force. 

 

However, the legitimacy and right of any state over the people can best be upheld only to the 

extent at which it can guarantee the protection of life and property of its citizens. In a crime 

prone society, only those with strength survive, the feeble ones are left at their own mercy 

(Shane 2008). Meanwhile, before the beginning and formation of communities, states and 

nations; safekeeping was in the hand of individuals, and each person stands to defend self and 

the immediate environment against possible danger. Over time, men appreciated the need to 

come together in order to build up their security and safety against threat and defense against 

external attackers.  
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Subsequently, the performance of government in meeting the security challenges of citizens 

became daunting which led to the creation of Community Based Organizations (CBOs) 

especially in the south western region of Nigeria. People in developing nations have until 

recently looked up to their national governments (especially where federal system is 

operationalized) to meet their basic socio-economic demands. This has proven to either have 

overwhelmed or overwhelming the various governments as the resources required to prosecute 

such responsibility is enormous. Evidently, governments in African nations have evolved private 

security especially at sub national levels to achieve sustainable safety. Recently, states in the 

southwest region of Nigeria (Lagos, Ogun, Osun, Oyo, Ondo and Ekiti states) moved to organize 

a regional network code named - OperationAmotekun to compliment the efforts of the Nigerian 

Police in fighting kidnapping, armed robbery and farmers and herdsmen clash among others 

within the six states in the region. 

 

Of note, the Nigerian Institute of Social and Economic Research (2005) assesses the impact of 

CBOs in ensuring security in Nigeria, even as Ojukwu (2006), Dickson (2007) among others 

have also focused on partnership between police and community. Likewise, Odoma (2011) and 

Arase (2013) examines crime management, policing and internal security. Other areas that are 

not new include public perception by Onwugbusi (2013) while Eghagha (2020) examines the 

future of the republic With the various studies conducted, this study seeks to address the gap in 

the areas of political environment that led to the introduction as well as the challenges and 

achievements of CBOs specifically in the southwestern region of Nigeria. The study adopts 

quantitative research method covering some selected states in the southwest zones of Nigeria. It 

involves desk review of published materials and adapted field survey through interviews and 

focus group discussions. The study is structured into sections that cover the review of literature, 

explanation of the adopted theoretical framework for analysis, the empirical review of security 

and the southwest experience while discussion of findings precedes the conclusion and 

recommendations. 

 

2.  LITERATURE REVIEW 

Community Based Organizations (CBOs) also known as Local Organizations have been given 

different names at different places. These include Community Development Associations, 

Neighborhood Councils and United Community among others (Biddle & Biddle, 1968; and 

Agbola, 1998).  It is a voluntary, non-profit, non-governmental and highly localized or 

neighborhood institutions whose membership is placed on equal level and whose main goal is the 

improvement of the social and economic wellbeing of every member (Abegunde, 2004). Alemika 

& Chukwuma (2005) revealed that as a result of police inefficiency and effectiveness in crime 

prevention and control, detection and apprehension of criminals, poor rule of law records, the 

violation of human rights, lack of accountability, incivility and wide scale corruption, the public 

holds the police in low esteem and is fearful of their brutality and extortion had made the public 

lose trust and confidence in the police and by extension the state. Hence, the upsurge in violent 

crimes in the society led to the advent and formation of informal policing strategies, otherwise 

known as vigilantism or neighborhood watch (Abrahansen & Williams, 2005). 

 

Of note, various communities have adopted different strategies in the attempt to create network 

to fight crime and foremost among these strategies is the bringing together of neighbors and 

residents to form Neighborhood Watch. Neighborhood watch therefore is not peculiar to 

southwestern part of Nigeria as it is a common feature found in high crime areas (Ekpenyong, 

1999) and irrespective of the strategy adopted, members engage in a systematic patrolling of the 

neighborhood among others. Dagon-Yaro (1996) presents information on one of the known 

neighborhood watch associations in Kaduna, Northern Nigeria, called the Yan Banga. The 
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organization made up largely of volunteers drawn from the community members, patrol streets 

and selected areas of the city in the night, while monthly levies are collected from the households 

located at these streets or areas for the payment of the Yan Banga. Similarly, the now disbanded 

Bakassi Boys put together by the Association of Shoe –makers in Aba (Abia State) in 1998 also 

served as an example of Neighborhood Watch. The success of the group in crime prevention in 

Aba led to the formation of a branch at Onitsha, where the BakassiBoys became the Anambra 

Vigilante Group. The formation received approval and financial supports from both the state 

government and the Onitsha Market Traders Association (OMATA). An empirical work on the 

operations and patrols of the Bakassi Boys has been extensively analyzed by Fasole (2003). The 

positive impact of the vigilante group includes a reduction in violent crime rates in Aba and 

Onitsha and a rise in the crime rate of bordering states, suggesting the relocation of criminals 

(Ikoh, 2013: 47).  

 

In the southwestern Nigeria, the Odua People Congress (OPC) provides a good example of a 

massive organization of neighborhood crime watch (Otite and Albert, 2004).  The recruitment 

into OPC in Lagos is done in every ward (the smallest political unit). After recruitment, they are 

trained through seminars and workshops during which time the dangers of selling out or 

collaborating with criminals are stressed. Ifeanyi (2004) reports positive result of OPC operation 

in many areas of Lagos and argues that these were signs of increased community cohesion and 

territoriality.Ifeanyi (2004) observed the success of Neighborhood Crime Watch in bringing 

residents of the area and the police officers together in a mutual problem-solving relationship, 

therein, apprehended criminals are handed over to the police for necessary actions. Although 

such evaluations did not show any reduction in crime and the extent of residents’ participation in 

terms of numbers of neighborhood groups and the number of participants in those groups, it 

increased public awareness of crime and engendered symbiotic relationship between residents 

and the police (Sampson, 2002)..  

 

However, Amitav (2008) expresses the consciousness of threats on minority ethnic groups and 

their vulnerabilities to community security, even as it guarantees and defends the values and 

traditional relationship which exist among the people, as well as their protection from sectarian 

and ethnic violence. Further, the concept of human security according to the United Nations 

Development Programme (UNDP) 1994 Human Development Report expresses security as 

freedom from want and freedom from fear. Thus, the people-centered security strategy which has 

economic security, food security, health security, environmental security, personal security, 

community security and political security as its scope and areas no doubt aims at nipping in the 

bud disillusionment and dissatisfaction, being the major causes of insecurity. Also, Abioro, 

Akinyemi and Abiodun (2020) expresses that it entails how people live and breathe in the 

society. While violence constitutes the basic element, it also constitutes the basic task in personal 

security which involves protecting every individual from all sorts of violence; violence from 

other individuals (crimes); groups (ethnic, sectarian or religious violence); state actors (such as 

police brutality) or external states (that is, violence from international actors or activities).   

 

Protecting both the community and the individual in what is ascribed as physical security, Buzan 

(2008) is of the view that the better understanding of the nature of the security antecedent should 

be prioritized before any other steps. Dimpsey (1999) in his new approach as against the old 

approach which was informed principally by the traditional understanding of internal security 

suggests proactive and focused approaches through the use of tactics like community policing of 

the antecedents, sting and decoy operations to wade off threats and arrest other intruders. 

Abubakar (2013) advocates the integration of other activities such as those of civil societies, 

private sectors, international agencies, in a coherent and coordinated manner, in security 
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endeavors. Omoyeye, Okoye and Owolabi (2015:17) describe community security (i.e. 

Community Protection) as primarily addressing protection against the breakdown of community 

such as clubs, tribes or extended families which provides members with a reassuring sense of 

identity and shared value system. Also, Acharya (2008) notes that such shared value system 

takes as being traditional to the people is better understood for that reason, as community 

properly protected from all intrusions and decadence, freedom from all sorts of crimes and 

criminality.  

 

Further, the attempt to ensure the physical protection and freedom from fear of communities 

necessitate the existence of law enforcement agencies, particularly in Nigeria. The Nigeria Police 

by virtue of Section 214 of the Constitution of the Federal Republic of Nigeria and consequently, 

Section 4 of the Police Acts unequivocally includes prevention and detection of crime, 

apprehension of offenders, preservation of law and order, protection of law and order as the basic 

responsibilities of the Nigeria Police. Omoyeye (2010) reveals that several issues are responsible 

for the reduced efficiency in Nigerian Police institution in her primary responsibility. Ojukwu 

(2011) argues for the importance of establishing Information Policing System (IPS) for which 

the Vigilante is predominant to improve the performance. This supports Arase (2013:129) claims 

that communities everywhere had sought to maintain communal order, correct and discipline 

those who depart from community acceptable behavior, through the creation of more culturally 

home-based security groups that rely on the cultural belief and attitude of the community. Of 

note, the vigilante group of Nigeria (VGN) was registered with the Corporate Affairs 

Commission in 1999 as a non-governmental organisation in the area of public security (Osah and 

omoyeye, 2017). It was created with the aim to reduce criminal acts and protect lives and 

properties in the communities; assist in accident or any other occurrence of natural disaster and 

to arrest and handover suspected criminals to the police as well as provide intelligent information 

to the police too. The organisation is however driven with its mission and vision statement, 

which is ‘to assist the Nigeria Police and other security agencies in the prevention of crimes and 

protection of lives and property. Like any other IPS, Ojukwu (2011) expresses it is necessary in 

the communities because they are indigenous and widespread, so also, they have been into 

policing before the formal police; crime is a social problem; and they represent citizen 

involvement in the security business of the community.  

 

Like any other IPS groups as Ojukwu (2006) argues that the VGN in its operations is still being 

feared to indulge in some security and human rights-unwholesome practices. Such to him include 

the sometimes-ignorant abuse of the fundamental human rights of the people; extortions, illegal 

detention of suspects and torturing of suspects. Also, it sometimes indulges in trial by ordeal, 

summary convictions of suspected persons and extra-judicial executions of criminals or suspects 

and jungle justice. While there may be short falls in their operations, Osah and Omoyeye (2017) 

highlights some of the benefits of the vigilante services to include reduced fear of crime and 

improved crime prevention measures. Since it is visibility policing which entails neighborhood 

watch and partnership with the community in combating crime; more community involvement in 

policing activities, the police and community work as partners in the fight against crime to 

improve the quality of life since a crime free society is a society with quality life with all the 

variables of good life that guarantees social activities, economic ventures, political activities; 

stronger community awareness since several persons have knowledge and imbibe security tips; 

improved quality service as a result of the quick dispensation and; mutual respect and trust 

between the police and the community.  
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3.  THEORETICAL FRAMEWORK 

The study combines social contract and functionalism theories as the theoretical framework. 

Thomas Hobbes ideas of Social Contract could be engaged to lay the essence of security and 

with the recognition of security as a community-based concept, and law enforcement functions 

as an internal security management approach in any society. Even as social contract was 

popularized in the 17th century. it explains the dynamics of security and governance. After 

Hobbes, John Locke and Jean-Jacques Rousseau are the best-known proponents of this 

enormously influential concept which has been dominant within moral and political 

engagements.  The Hobbesian school states that community security should be favored and that a 

bit of individual liberty should be sacrificed by each person to achieve it.  According to Thomas 

Hobbes (1588-1679), before the social contract era, man lived in a state of nature in which there 

was a war of every man against every man (Freeman, 2005). It was a period of internecine strife 

in which the life of man was solitary, poor, nasty, brutish, and short, whereas self-preservation 

was the order of the day. It was necessary to have law and government so as to promote order 

and personal security. Hobbes argues that the main purpose of government is to protect the 

natural rights of individuals and that people agree to give up absolute rights to a government to 

gain protection and maintain order. Further, morality consists of the sets of rules governing 

behavior and that rational people would accept, on the condition that others accept them as well. 

In a state of nature, there are no social goods because the social cooperation needed to produce 

them does not exist. Consequently, there must be guarantees that people will not harm one 

another, and people must be able to rely on one another to keep their agreements. Only a 

government can provide for these conditions and in establishing a government, people give up 

some of their personal freedoms (the freedom of anarchy, such as it is) and give the government 

the authority to enforce laws and agreements.  

 

By implication, people living under a government are parties to a social contract and each person 

agrees to follow the laws of the state on the condition that everyone else does the same. That 

way, people are all relatively safe from each other and all will benefit from the other social goods 

that will result thereafter. The social contract postulation assumes that the state exists to enforce 

the rules necessary for social living on one hand and the morality in the whole set of rules that 

facilitate it on the other. Thus, government is needed to enforce the basic rules of social living, 

while morality may encompass some rules that are important for social living but are outside the 

scope of the state. According to Hobbes, morality is just such a contract. The aim of the contract 

is to create social order, ending the state of nature and making it possible for people to cooperate 

and produce social goods.  In order for the contract to best achieve its aims, it is important that 

everyone, or nearly everyone, to be party to the contract otherwise there is a state of anomie.   

It is against this background that Hobbes argues that in order to guarantee the survival of any 

society, the contractual relationship between government and citizen must aim at the protection 

of life and property, establishment of a police force to enforce the contract, and establishment of 

other rules to secure the benefits of social living. Other essentials include framework for the 

protection of the society against outside threats which will necessitate the establishment of the 

Army; as well as the emplacement of civil rights standards as safeguards against abuse of state 

powers. 

 

However, functionalism theory holds that society as a complex system consists of various parts 

working to produce stability and solidarity. The earlier pioneers of the theory include Comte, 

Durkeim and later Parsons and Merton. The theory emphasizes on moral consensus, which exists 

when most people share the same values in maintaining order and stability in a society. 

Accordingly, to study the function of a social phenomenon is to analyze its contribution towards 

the continuous existence of the society (Giddens, 2001). The adoption of structural functionalism 
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is to strengthen the importance of the society as a social system, made up of interrelated parts 

operating harmoniously for the realization or satisfaction of some functional prerequisites, which 

must be fulfilled if the society is to survive. Therefore, CBOs, such as the vigilante and other 

local security initiatives being members of the community contribute in maintaining the security 

of lives and properties in the society since there are shortcomings from the state security. 

 

4.  SECURITY: AN EMPIRICAL REVIEW OF THE SOUTHWEST  EXPERIENCE 

The southwest region is a strategic economic hub in Nigeria, hosting about 60% of the nation’s 

industrial capacity, 44% of banking assets, and 67% of insurance assets (Bello, 2015). In 

addition, it houses the nation’s three deep sea ports (Apapa, Tin Can Island and Roro) and is also 

home to two of Nigeria’s three largest cities: Ibadan and Lagos. Across a range of human 

development indicators, the south west zone performs relatively well compared to other zones in 

Nigeria (Aboderin and Okenyodo, 2017). However, the zone is not without its security 

challenges. Some major crimes recorded in the region include inter and intra-communal 

violence, ethnic militancy, vigilante violence, political violence, boundary dispute, armed 

criminality, ethno-religious crisis, cross-border smuggling, farmer-herdsmen clashes among 

others. While those involved in the armed crime are ethnic militias, youth gangs known as ‘Area 

Boys’, criminal gangs (vandals, kidnappers and militants), Fulani herdsmen, and state security 

forces – the police, paramilitaries, and the armed forces. Of note, Global Peace Index (2016) 

identifies the main causes of insecurity in the Southwest are rising youth unemployment, 

poverty, circulation of small arms and light weapons, and corruption.  

 

Recently, the region has been hit by increased cases of kidnapping, militancy, vandals and ritual 

killings, even as armed violence and criminality in the region are largely concentrated in Lagos 

(Global Peace Index 2016), other crimes are prevalent across the region. These major 

occurrences include armed robbery, organized crime, disproportionate use of force by state 

authorities and domestic violence even though, there have been a number of high- profile 

kidnappings in the region, especially in Lagos State. Crime and safety report 2014 revealed that 

the U.S. Consulate Regional Security Office tracked 32 kidnappings in Lagos in the first-quarter 

of 2013, eight of which targeted the foreigner’s community (AOAV & NWGAV, 2013). 

Similarly, Lagos and Ogun States have witnessed crimes such as armed robbery, ritual killings, 

rape, burglary, cultism and violent face-off between smugglers and border officials, and raids on 

communities by militants.  

 

Likewise other states in the region, Ekiti, Ondo, Osun and Oyo have recorded security 

breakdown ranging from the activities of kidnappers, armed robbers, ritualists, herdsmen and 

farmers conflict. The rise in armed violence and criminality has attracted the attention of 

stakeholders in governmental and non-governmental organization, such as: traditional rulers, 

religious organisations, community development unions and labour organizations, among others. 

In February 2017, governors from these areas resolved to work together to address security 

challenges confronting the region, particularly kidnapping and clashes between herdsmen and 

host communities (Ugbodaga, 2017).  Ogun and Osun states had supported vigilante security 

outfits to complement the service of other security agencies. However, clashes between 

herdsmen and host communities have started taking place more frequently in places such as 

Ondo, Osun and Ekiti. Thus, in October 2016, the Ekiti state government inaugurated a Vigilante 

Group - the Ekiti Grazing Enforcement Marshals (EGEM); popularly called ‘Anti-malu’ to 

respond to the insecurity caused by armed Fulani herdsmen (Ekekee, 2016). Further, Omoyeye et 

al (2015) observes that as it could be obtainable in most parts of the country, the vigilante group 

is constituted, mostly by cultural and locale militias. The vigilante group in some areas was 

predominantly made up of Yoruba’s O’odua People Congress (OPC), as such, its members bear 
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the spiritual features which include spiritual powers such as the spiritual or African bullet-proof 

including charms among others.   

 

Osah and Omoyele, (2017) reveals that specifically, vigilante group services started in Sagamu 

town Ogun state in 1996, when criminals swooped on it mainly from Lagos, and when there was 

consequently high rate in the crimes of stealing, robbery and burglary. It was established under 

the instance of the then Akarigbo of Remo land; late Oba Adeniyi Sonariwo; the group was 

fundamentally cultural in operations as it moved and operated with ‘eluku’ and ‘oro’ (powerful 

primordial deities of the town). At this period, though the town (under the king’s coordination) 

was responsible for the welfare, funding and equipping of the group, membership was voluntary 

and arrested criminals were handed over to the police for further actions. According to Fasuan 

(2017) the high demand for a presence of security on the streets in residential areas which cannot 

be met by the public police, combined with the growth of streets and communities has fueled a 

boom in the provision of residential and community private security arrangements in Ilesha, 

Osun State. Also, most communities where residential houses were divided off from their 

surroundings by border fences are protected through private security arrangements by providing 

guard services in form of undertaking access control and patrol functions. This system has grown 

substantially and it has proved to be reliable as it has enhanced security sufficiency and 

effectiveness. Eghagha (2020) opines that the presence of the Oodua People’s Congress, a local 

paramilitary outfit (CBOs) has improved the security situation in the region, therefore, an 

attempt to legalize a body with similar credibility is one that should be encourage to avoid the 

inevitable upsurge of terror in the perceived incapacitation of the Nigeria police in the region.  

 

The forum of governors within the southwest region announced the security outfit code named 

Operation Amotekun in Ibadan  the capital of Oyo state on Thursday 9th January year 2020. The 

outfit was put in place to jointly curb the menace that has permeated the southwestern states 

which includes kidnapping, armed robbery and farmers and herdsmen clash which has claimed 

many lives in different part of Nigeria particularly southwest region (Odewale and Lamidi, 

2020). However, Abdulkareem (2020) notes the constitutional quagmire between the federal and 

state governments over who is to provide security in the country being an item on the exclusive 

legislative list and not on concurrent legislative list. Of note, it “forced” the Attorney General of 

the Federation to declare Operation Amotekun asillegal after its inauguration for lacking due 

process in its establishment. The Attorney General argued that its operations are supposedly to 

be limited to intelligence gathering and to complement the activities of the Nigerian Police and 

other agencies. Contrary to this, the 1999 Constitution of the Federal Republic of Nigeria in 

Section 24 (e) allows private citizens to organize themselves to gather useful intelligence and 

information to aid security agencies in the fight against crime. However, the states within the 

region had to swiftly engage their respective state parliaments to make legislations that allow for 

the outfit to perform within the confines of the law and it also provided for funding and other 

operational logistics among others. 

 

5.  CONCLUSION AND RECOMMENDATIONS 

For effective crime control and prevention, Community-Based Organizations overtime have 

proven to be effective, thus, it remains crucial to government and the people in order to ensure 

peace and security. As essential components of the community, they help in social stability, as 

they partner and collaborate with the police and other security agencies to solve the problem of 

crime in the society as a whole. The CBOs help the police in quality service delivery through the 

gathering of useful information. As Ojukwu (2011) observes, the core principle of community 

policing includes among others quality service delivery, problem solving and partnership. Also, 

Adebayo (2013) observes that public partnership and collaboration is very important in assisting 
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the police for effective crime prevention and control, as this is a collective responsibility and 

cannot be achieved alone by the police. Thus, CBOs remain tools for solving criminal and other 

security threats facing Nigerian communities as they are capable of providing intelligence to 

tame crimes. Furthermore, CBOs are able to help in creating security awareness within the 

neighborhood through the organization of public fora, seminars and lectures to sensitize the 

members of the public and partner with the police to solve the problem of crime bedeviling the 

various communities.  

 

Lastly, there is the need for constant legislative review to accommodate institutional and 

structural challenges. However, state governments should ensure proper rules of engagement that 

can improve training for capacity, and productivity is formally entrenched, even as CBOs are 

encouraged to work together with other security agencies. Also, governments at all participating 

levels should encourage partnership and proper funding for the procurement of modern policing 

gadget and other required equipment for improved intelligent gathering,  to enhance productivity 

and effective outcomes of community policing. 
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Abstract 

From the period of its formation, the Economic Community of West African States 

(ECOWAS) was established with the intention of fostering regional integration and 

promoting economic development among the states in West Africa. In the pursuance of 

this goal, ECOWAS as an organization has established trade policies (like the 

ECOWAS Trade Liberalization Scheme) and promoted ideas (like the Common 

External Tariff) that are meant to foster the reason for its formation. Despite these 

efforts, national and regional political dynamics have largely been the bane in the 

realization of regional economic goals. The politics of sovereignty and protectionism at 

national levels, couple with regional politics hinging on the dynamics of colonial 

influence, continue to disrupt the progression of regional synchronization. The study 

therefore concludes that until the embroidery of political tentacles are removed, the 

ECOWAS goal of economic prosperity through integration, shall continue to exist as an 

ideal. 

 

Keywords: ECOWAS, Economic Integration, Political Barriers, Regional Integration, 

Economic Development, Trade Policies. 

 

1.  INTRODUCTION  

The Economic Community of West African States (ECOWAS) waslaunched on 28May, 1975in 

Lagos, Nigeria. The primary objective of the ECOWAS was to advance the economic integration 

of the states in the region. Consequently, the development and prosperity of the West African 

region became the prime purpose of the institution (Okom, 2016). This purpose was duly 

capturedin the 1975 ECOWAS Treaty:  

It shall be the aim ofthe Community to promote co-operation and 

development in all fields of economic activity…for the purpose of … 

increasing and maintainingeconomic stability…and … contributing to the 

progress and development of the African continent (ECOWAS Treaty 

1975: Article 2, Section 1). 

 

At commencement, the ECOWAS trade policy was set to upsurge intra-regional commerce, 

increase trade volume and in general stimulate the economic activities in the sub-region, so as to 

ensure positive impact on the economic wellbeing of ECOWAS citizens (Okom, 2016). Indeed, 

this placed the grounds for a strong intra-regional traderegime by proposing parameters for the 

liberalization of trade. This foundation entailed plans for a common tarifffor goods produced 

within the community, and acustoms union (Brock, Omoluabi, & Van Dusen, 2009; Okom, 

2016). To empower the ECOWAS to carry out this objective, a Trade, Customs, Immigration, 

Monetary and Payments Commission was set up. The ECOWAS trade policy is also intended to 

fuel the successful integration of the region into the world economy.  
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However, the main feature of the Community trade policy is theECOWAS Trade Liberalization 

Scheme (ETLS)established by the 1975 Treaty and the revised in 1993. The objective of the 

Scheme is to gradually establish a Customs Union among the 15 Member States of the 

Community. The scheme was to cover a period of fifteen years from the date of entry into force 

which is on the 1 January, 1990. The Customs Union will among others include the total 

abolition of customs duties and taxes of equal effect, remove all non‐tariff barriers, and establish 

a common external tariff (CET) (Brock, Omoluabi, & Van Dusen, 2009; ECOWAS, 2016).The 

terms and conditions of the agreement have been formalized through various Protocols and 

Decisions. These Protocols and Decisions specify issues such as free movement of persons, 

goods and vehicles within ECOWAS Member States. The ETLS makes for trade and 

transportation of goods through the region, duty free and, in some cases, without the need for a 

certificate of origin. The aim is to encourage regional supply chain integration and reduce 

consumer prices on regionally produced goods and services. Furthermore, the ETLS establishes 

the crucial bases of the common market, permitting goods to be traded duty free between 

ECOWAS Member States (Brock, Omoluabi, & Van Dusen, 2009). 

 

The Scheme gives several advantages to member States and their citizens as they trade among 

themselves. One of the advantages is accrued to unprocessed goods import from member states 

as contained in Decision C/DEC.8 /11/79 of the Council of Ministers. These unprocessed goods 

are totally exempted from import duties and taxes, free movement without any quantitative 

restriction as well as non-payment of compensation for loss of revenue as a result of their 

importation. This is Provided that unprocessed goods among other terms and conditions, 

originates from member states of the Community and ofobligation be on the annexed list of 

products to the decisions liberalizing trade. Furthermore, the Member States are not to impose 

new duties and taxes of equivalent effect or increase existing ones. The rates of these duties and 

taxes which serve as the starting point for the elimination of tariffs are listed in the ECOWAS 

Customs Tariff for each member state. It is a rule binding on states that there shall be no creation 

of non-tariff barriers and those in existence shall not be increased (ECOWAS, 2016).  

 

All of these have created a situation where the Common External Tariff (CET) can flourish. 

Although the Economic Community of West African States adopted the common external tariff 

(CET) in 2005, it only took off in January 2015(Akinbobola and Oladunjoye, 2015; ECOWAS, 

2016). The CET aimed to remove all forms of barriers in trade and to charge a uniform tariff 

against the rest of the world. Initially, of the fifteen member states ECOWAS, eight belong to a 

separate regional grouping, that is, the West African Economic and Monetary Union (WAEMU). 

The WAEMU states are the francophone West Africa states. States of the WAEMU already had 

a CET, and the Adoption ofthis by ECOWAS was necessary to deepening economic integration 

throughout the West African sub-region. Prior to this, exports within the region was distorted by 

export taxes, overvalued currencies, export licensing, existence of monopoly marketing boards 

and high import duties(Akinbobola and Oladunjoye, 2015). The CET is an important milestone 

on the road to the creation of a customs union for West Africa. The ETLS has already set the 

tone, with ECOWAS (2016) reporting that the total ECOWAS trade has increased by an average 

of 18 percent per year between 2005 and 2014.  

 

However, politics in the sub-region has hampered with the quest towards achieving the goals of 

the community. Initially, ECOWAS adopted an intergovernmental approach to governance.This 

made for a system whereby decision-making power lies exclusively with theAuthority of Heads 

of State and Government. The ECOWAS Secretariat was merely charged with the taskof 

executing the decisions taken. In the early 1990s a ‘Committee of Eminent Persons’concluded 

that effective integration could notbe stimulated under these conditions and pleaded for the 
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adoption of a supra-national approach togovernance in order to speed up decision-making and 

enforce compliance. In 2006 the ECOWAS Summitformally decided to carry out institutional 

reforms to give more teeth to the regional body.This emanated to the turningthe Executive 

Secretariat into a ‘Commission’ and further developing formal structures and institutional 

arrangements. ECOWAS is theonly Regional Economic Community (REC) that was able to 

formally establish a Community levy, which helps to increase its legitimacy andscope for 

autonomous action (though member states do not always live up to their commitments and 

donordependency for programmes remains high). 

 

Moreover, the effective and coherent use of the ECOWAS political structure has proven to be 

quite challenging. While the Commission proposes initiatives and actions plans, the decision-

making power is decisively fixed in the Authority and Council. This has slowed policy 

developments; ratification of protocols bymember states; translation of agreement to national 

level; and negligence of Court decisions by member states. This suggests the ECOWAS 

Commission has only limited spaceand power to effectively contribute to the production of 

regional public goods (Bossuyt, 2016). Moreover, with 15 Member States separated often by 

language, currency and culture, at the least, there remain issues in the level of implementation of 

ECOWAS various protocols. This poor record in implementing regional decisions that arise from 

politics in the sub-region, in turn, can be linked to various issues faced in the national level 

(Brock, Omoluabi, & Van Dusen, 2009; Bossuyt, 2016). 

 

Subsequently, ECOWAS member states are plagued with persistent challenges to development; 

poor institutional capacities;bad leadership and elite behaviour;and there remains the lack of trust 

among member states. Most of the incentives that drive decisions making process and politicians 

in these states are not relatedto regional integration. They are focused on satisfying short-term 

demands at national and subnationallevel. The problem is compounded by the still prevailing 

culture of top-down decision making within ECOWAS states. This is despite the existence of 

formal mechanisms to involve relevant stakeholders. As a result, it has provendifficult to create 

sufficient political support for the integration process among domestic constituencies (Bossuyt, 

2016).All these make the full implementation and effectiveness of the ETLS and CET neither 

simple nor certain. (Brock, Omoluabi, & Van Dusen, 2009). 
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1.1 Trade and Economic Performance of Member States. 

Table 1 showing the level of ECOWAS Intra-regional Trade as at 2015  

Countries        Import %         Export % 

Senegal 8.5 5.5 

Sierra Leone 0.02 1.8 

Togo 5.2 1.2 

Benin 4.8 3.3 

Burkina Faso 1.4 11.3 

Cape Verde 0.01 0.1 

Nigeria 44.6 14.0 

Cote d’Ivoire 25.7 18.4 

Gambia 0.2 0.6 

Ghana 4.5 25.7 

Guinea 0.6 1.2 

Guinea Bissau 0.01 0.3 

Liberia 0.03 0.4 

Mali 1.6 9.5 

Niger 2.8 6.7 

Source: UNCTAD 2018. 

 

Table 2 showing Intra-ECOWAS trade by Commodities, Volume and share Percentage as 

at 2015 

Commodities Volume in Millions 

(US Dollars) 

Share Percentage (%) 

Petroleum oil, crude         3140          31.3 

Petroleum oil > 70% oil         1707          17.0 

Lime, Cement, Construction materials          342           3.4 

Tobacco, Manufactured          250           2.5 

Edible products          242           2.4 

Perfumery, cosmetics          234           2.3 

Fixed vegetable fat and oil          225           2.2 

Plastic product          216           2.2 

Electricity          182           1.8 

Footwear          142           1.5 

Source: UNCTAD 2018. 
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Table 3 showing ECOWAS Export to other countries as at 2015 

Countries Value (in US Dollars) Share (percentage) 

India 13.7 14.8 

Netherlands 6.8 7.3 

Spain 5.6 6.0 

France 5.4 5.8 

Brazil 5.0 5.4 

South Africa 4.5 4.9 

Switzerland 4.4 4.7 

United States 4.0 4.3 

China  3.9 4.2 

Germany 3.2 3.5 

Source: UNCTAD 2018. 

 

From the above, it becomes clear that the volume of trade between ECOWAS countries in 

nothing compared to the level of trade that exist between ECOWAS and other developed 

countries. 

 

2. LITERATURE REVIEW 

Babatunde (2006) examines the impact of trade policy reform and regional integration on export 

performance in the ECOWAS sub-region adopting the gravity model. Results from the gravity 

model revealed that the existence of artificial barriers to trade among ECOWAS countries 

negatively affects export performance. The study found that unilateral trade barrier reductions 

can interact with participation in preferential trade agreements to enhance export performance 

within the ECOWAS sub-region. The study concludes that while unilateral liberalization efforts 

could results in better allocation of resources and improvement in the overall competitiveness of 

domestic industries, the improved competitiveness would enable the country to participate 

successfully in regional trading arrangements. 

 

Osabuohien (2007) investigates the impact of trade openness on economic performance of 

ECOWAS Members focusing on Ghana and Nigeria from 1975-2004. Data sourced from IFS 

and others were analyzed using co-integration and vector error correction technique. His study 

shows the existence of a unique long-run relationship between economic performance, trade 

openness, real government expenditure, labour force and real capital stock for the countries. 

Trade openness can be said to impact positively the economies of ECOWAS Members. 

However, the study found that delay in policies implementation and also importations of 

consumer goods reduces the impact of trade openness in the region. Additionally, reliance on 

exportation of primary products that usually have little value addition in the production process 

can also lead to less impact. 

 

Iyoha and Okim (2017) explore the relationship between trade and economic growth in the 

ECOWAS region. They argue that there has been a poor economic performance and growth of 

ECOWAS economies despite schemes aimed at promoting trade growth and development. Their 

study attempted to analyze the impact of trade on economic growth both from a theoretical 

perspective and using econometric evidence from ECOWAS countries. They found that Exports 
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which is the principal proxy variable for trade and exchange rate (another proxy for foreign 

trade) have a positive relationship to economic growth in ECOWAS countries. They conclude 

that there is need to encourage export diversification in the ECOWAS member countries. 

Furthermore, an exchange rate policy, which is favourable to export expansion and consistent 

with the status of these countries as small open economies is needed.  

 

Engel and Jouanjean (2015) set out to answer important questions on implementation of 

ECOWAS trade liberalization. In seeking to achieve this purpose they made use of targeted 

interviews with purposively selected experts. They interrogate the constraints and barriers to 

implementing economic integration and trade reform processes within the ECOWAS region that 

have been agreed by governments of the 15 member states. The study found that, the under-

provision of regional public goods and particularly trade-related hard and soft infrastructure and 

the non-implementation of regional protocols and decisions constitute constraints. Furthermore, 

the high prevalence of (especially non-tariff) trade barriers and high levels of informal trade were 

also found to be constraints. The study concludes that Overcoming these constraints to 

implement regional trade reforms remains a fraught process in the absence of strong private 

sector support, the willingness of one government to take the lead, and given the large number of 

member states. 

 

Tadashi (2014) embarks on a grounded study on the administration of a custom union. His study 

aims at shedding light on the impact of Customs Union systems on Customs administrations. 

Consequently, his study centred on three particular areas under Customs Union systems, namely; 

Customs revenue management, border controls and procedures and institutional arrangements. 

The study argued that a Customs Union is able to provide a sound and sustainable international 

legal basis thereby affording member Customs administrations ample opportunities to improve 

their procedures and cooperation at the regional level. Moreover, Tadashi (2014) argues that a 

Customs Union could effectively harmonize Customs procedures at the regional level if they are 

aligned with international standards. He concludes that the impact of Customs Unions on 

Customs administrations compared with an FTA, it could involve a significant and 

multidimensional impact that may have been overlooked by the large pool of studies on Regional 

Trade Agreements.  

 

Awotide (2013) in a study that sought to underscore the viability of ECOWAS in promoting 

Intra-Regional Trade in Africa used the Gravity Model in analyzing the efforts of the institution. 

His analysis is based on the premise that through specialization and an enhanced division of 

labour, increased openness to trade can boost the level of consumption and incomes in an 

economy. A significant body of international evidence confirms this proposition suggesting that 

greater openness to trade is, on average, associated with faster growth and increasing 

productivity. He further, asserts that ECOWAS ranks among the most advanced African regional 

grouping in services liberalization. Therefore, he accesses the viability of ECOWAS in fostering 

intra African trade utilizing both the Tobit and panel data approach to analyze the gravity model. 

The results of the analysis of total exports in the region revealed and strongly indicates that the 

included RTAs bring about trade creation effect and prove the viability of the RTAs in particular 

ECOWAS in promoting intra-African trade. 

Karim and Elke (2017) set out to investigate why ECOWAS operates as it does on trade and 

trade facilitation. They stress that the design of ECOWAS trade policies reflects the power 

balance within the region. They point out that integration in the sub-region cannot be possible 

without Nigeria. They find that Nigeria’s economic power (relative to its neighbours) provides it 

with an informal but widely acknowledged ‘veto’ vote. As such, Nigeria has been both a key 

driver and blocker in the regional integration agenda. Initially seeking a market for its processed 
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goods, the country has turned to a more protective attitude in recent years. The study also finds 

that ECOWAS policies are also influenced by the more liberal subgroup of UEMOA states, who 

tend to speak with one voice in ECOWAS negotiations. Building on the historical grouping of 

French-speaking states, UEMOA promotes a more advanced economic integration agenda, with 

a common currency, a surveillance mechanism for macroeconomic convergence and more 

established trade integration.  

 

Karim and Elke (2017) conclude that, the relationship between ECOWAS and UEMOA is 

marked by rivalry and competition, somewhat fed by incoherent donor practices. While the 

European Union supports both UEMOA and ECOWAS, others focus mainly on ECOWAS (e.g. 

Germany) or UEMOA (e.g. France). The ECOWAS CET is therefore, they argue, a product of 

the power relations between the Anglophone hegemon Nigeria and the UEMOA sub-group of 

member states. Implementation of the ECOWAS trade agenda is linked to the level of inclusion 

and participation in negotiations. Like other regional economic communities (RECs), ECOWAS 

has limited authority over member governments and lacks active dispute and sanction 

mechanisms on economic integration issues (unlike governance and security issues). The 

organization hence needs to rely on persuasion and continual dialogue with member states to 

garner ownership and effective implementation. 

 

Von Uexkull and Shui (2014) assess the potential impact of implementing the new ECOWAS 

Common External Tariff (CET). Although the study was narrowed to Nigeria, it has tremendous 

implications for the rest of the region. The study uses the World Bank’s Tariff Reform Impact 

Simulation Tool (TRIST) to simulate three scenarios: 1) keeping in place current import bans 

and levies which are charged in addition to tariffs, while implementing the CET tariff rate on 

non-banned products 2) removing the import bans and implementing the CET rate on all 

products, but keeping the additional import levies in place and 3) fully implementing the CET on 

all products and completely removing import bans and levies. The paper suggests that 

implementing the CET would have significant and largely positive effects on Nigerian 

consumers and producers, but only under the third scenario which includes the removal of import 

bans and special import levies. 

 

Von Uexkull and Shui (2014) further stress that the full CET scenario, including the removal of 

import bans and levies, would significantly benefit consumers, who could expect to see the price 

of their consumption bundle decline by around 2.4 percent. Overall, CET implementation under 

all three scenarios would benefit the majority of manufacturing firms in Nigeria (between 60 and 

75 percent), accounting for the majority of manufacturing jobs. In addition, implementation of 

the CET and removal of the import bans and levies would contribute to trade facilitation at both 

Nigerian and regional borders by reducing complexity, diminishing the incentives for informal 

trade and smuggling, and promoting trade facilitation. In the future, moving towards a full 

Customs Union where tariffs are collected at the border of entry rather than in the country of 

consumption could render even greater trade facilitation benefits by removing the need for rules 

of origin and transit regulations. 

 

Similarly, Oguanobi, Akamobi, Aniebo, and Mgbemena (2014) examining the extent to which 

the region’s trade liberalization scheme has enhanced trade relations among member countries of 

ECOWAS. The study also focused on Nigeria Data on the country’s exports to and imports from 

these other countries were collected for the period 1996 to 2008. The study however considered 

trade flows from the launched of the ETLS in 1990 which engendered a progressive reduction 

resulting in total elimination of all barriers (tariff and non-tariff) to intra-ECOWAS trade. The 

non-realization of the agreed implementation schedule aimed at eliminating all trade barriers by 
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end of 1999 led the community to review the plan. The new plan which adopted a fast-track 

approach to achieve the region’s economic integration proclaimed the region as a free-trade-area 

(FTA) in the year 2000 and set January 1, 2000 for transformation into a customs union. 

Customs union was expected to enable member countries to charge a common tariff to non-

members while eliminating tariff among members. It is however quite unfortunate that this plan 

has not been fully implemented. The study applied a simple descriptive statistics in its analysis. 

It was found that the total trades between these countries were insignificant over the period. The 

study went further to highlight some of the possible causes of poor trade in the region, which 

revolves around tariff and non-tariff barriers to trade. It is finally recommended among other 

things, the authorities in these countries especially in Nigeria should ensure that the provisions of 

the ETLS are comprehensively adhered to. 

 

Okom (2016) in his study titled “Economic Integration in ECOWAS: 40 Years After” accessed 

the progress of the ECOWAS. He insisted that the legal and institutional framework presented a 

picture perfect structure which only needed concerted and focused action, to realize ECOWAS’ 

lofty goals and objectives. However, arriving at this destination still remains a mirage. The study 

examines the cause for this and proffers ideas as to how the drive towards the actualization of the 

ECOWAS as a viable, virile, economic bloc can be attained. Additionally, Okom (2016) argues 

that ECOWAS has not delivered on its agenda and the verdict, and goals and objectives are still 

at the level of intention. He notes that what constitute ECOWAS today are the Summits, (which 

he refers to as a siren blowing fiesta), conferences, seminars and workshops, with piles of paper 

work. Meanwhile, the community stakeholders and peoples have not seen significant practical 

action. He concludes that a more serious will is needed to achieve integration. Furthermore, the 

genuine regional unity that was envisioned by the founding fathers of the ECOWAS in order to 

fast track the integration process and take the peoples of the region to the “nirvana” the Founding 

Fathers Promised in the preamble to the 1975 and Revised Treaty will also need determination 

and purposeful actions. 

 

Kanang (2014) centres on the prospects of ECOWAS trade liberalization. The study focuses on 

Nigeria as the sample for the study. Kanang suggests that the right policy mix will greatly 

improve the prospects for the expansion of intra-regional trade in processed and agro-based 

industrial products. He argues that such policy mix should aim towards achieving considerable 

industrialization of the economy while adopting trade liberalization measures. This is because 

industrialization is an important channel through which exports can be diversified and trade 

enhanced. However, Kanang (2014) finds that standing in the way of the gains that may likely 

accrue member states engaging in free trade in ECOWAS, are two issues worth mentioning; a 

wide spread infrastructural dearth and a non-diversified economy. Electricity and transportation 

in the West African region leave much to be desired. He stresses the import of this stating that, 

delays in obtaining necessary connections to electricity can average up to 80 days, while 

electricity outages occur on average 91 days per year consequently; output is lost due to the 

outages. 

 

Chambers, Foresti and Harris (2012) prepare a background to understand the non-application of 

protocols in ECOWAS. They express that ECOWAS member states have ratified formal 

protocols and directives. The states in the community know that if these protocols are complied 

with, they would propel the process of regional integration forward. However, they found that 

non-implentation of regional protocols is a widespread phenomenon. In reality the 

implementation and application of formal regional agreements has been inconsistent, non-

existent and slow. This provides a preliminary overview of the key challenges preventing 

implementation. They further found that regional protocols are often unsupported by national 



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

502 
 

level legislation, regulation and procedures, and there is a general lack of enforcement and 

consistency. There are clearly a number of wider factors which contribute to this situation: the 

lack of regional institutional capacity, particularly in the case of ECOWAS; the weak connection 

between institutions at the regional and national level; the absence of real political commitment 

to the regional integration process; and the lack of policy prioritization mechanisms.  

 

Moreover, Chambers, Foresti and Harris (2012) sought to provide a deeper understanding of the 

challenges faced by countries in implementing specific protocols. They found that a key 

priorities for improving the outcomes generated through regionalism is the rationalize of the 

various sub-regional groupings across the African continent. On the one hand, to avoid potential 

duplication of efforts, and on the other, to prevent the sort of policy incoherence that can result 

from overlapping mandates and memberships. ECOWAS and UEMOA, both have objectives to 

increase trade integration and policy coordination between their member states. The official 

objective is that ECOWAS will one day subsume UEMOA and become the sole regional body. 

However, they conclude that UEMOA is still a significant regional actor and one which has 

been, arguably more successful than ECOWAS at overcoming the coordination problems critical 

to integration processes. Furthermore there are few signs that consolidation under ECOWAS will 

happen in the short term. On the contrary, recent moves by UEMOA to develop its regional 

policy coordination competences indicate it is moving away from, rather than towards, greater 

integration with ECOWAS. In reality, few stakeholders believe that the two bodies won’t 

continue to exist for the foreseeable future. 

 

Theoretical Framework 

The study adopts the Neo-Realist framework in explaining the relationship between the politics 

and economic integration in ECOWAS. The neo-realist theory is useful in analyzing the political 

and socio-economic development challenges in ECOWAS, which pose obstacles to the regional 

economic integration processes. The theory also provides knowledge of capacity building in 

ECOWAS in relevant areas to move the sub-region into deeper integration. For instance, the 

theory gives the basis for understanding and analyzing the rationale behind the non-

domestication and non-implementation of trade agreements in the quest to build a custom union 

and propel further integration of ECOWAS states. This weakness that characterize 

implementation of regional agreements between ECOWAS states significantly impedes on the 

pace of integration in West Africa. Beyond this, however, the governing elites of African states 

may either not want regional integration projects to be successful or are often able to use their 

local political control or dominance to determine the progress of the continent’s integration 

agenda. This assertion not only calls attention to the undemocratic nature of regional integration 

processes in Africa, but also highlights the often questionable commitment of African leaders to 

implementing regional policies at the country/national level (particularly when such policies are 

considered by them not to be in the ‘national’ interest). 

 

The neo-realist theory has been criticized for being largely state-centred and static about 

governance systems without taking into consideration the fact that institutions have in place 

established feedback methods (Gehring 2006:283). Also, the growing influence, roles and 

relevance of regional and international institutions in contemporary international politics, 

particularly in the case of the European integration process, has put the position of neo-realism to 

test. However, it cannot be disputed that the state still occupies a central place in determining the 

progress or failure of regional institutions. This point is worth noting in cognizance of the slow 

pace of integration in West Africa and the level of state non-implementation of agreements 

within the Regional Economic Community (REC). 
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Gap In Knowledge 

While findings from reviewed literature assert thatECOWAS trade agreements establishes a 

realistic approach to trade liberalization, they also express that it is far from clear whether it can 

actually deliver on the urgent need to ensure growth and development of the economies of 

member states; since it is based on states’ commitments to these agreements. However, these 

existing literature have not significantly capture the effects of the politics of regional and 

national levelson states responses to the ECOWAS approach to trade liberalization. More so, 

there exists a gap in knowledge as regards to how the knowledge of uncertainty of, and/or delay 

in ECOWAS member states’ response to regional trade agreement will further affect the regions 

quest towards integration; which this study seeks to fill. 

 

3. CHALLENGES IN THE IMPLEMENTATION OF COMMON EXTERNAL TARIFF 

IN ECOWAS 

It has become obvious that the formulation of economic policies within ECOWAS no longer 

pose to be the problem. In place of this, the politics of policy implementation at the national level 

and a confusion of priority both nationally and regionally, have become the most notable 

obstacle to attaining economic synergy in the West African sub-region. The incongruent nature 

of the legislation-implementation divide has been found to be prevalent among all the countries 

in West Africa. In addition to none or poor implementation, the level of private sector and civil 

society awareness in some countries have become questionable (Maiyaki, 2017). This has been 

the case in the Republic of Benin where stakeholders in the private sector have aired their 

frustration about having little to no knowledge on ECOWAS economic scheme and the ETLS 

Protocol, how it empowers them, and where they can access more information about its 

applicability (Jouanjean, 2015). Similarly, in Ghana, the private sector has also raised concerns 

especially as regards the slow implementation of the ECOWAS economic protocols by the 

national government (Jouanjean, 2015).  

 

National interests and policy priorities of ECOWAS states is another major issue. National 

issues, as opposed to issues that promote regional integration are given priorities by member-

states of ECOWAS (Sulemani, 2019). This has been the major issue with Nigeria, the major 

powerbroker in the region. Persistent border closure has been carried out by different 

administration in Nigeria, especially on the country’s western border towards the Republic of 

Benin. This protectionist policy therefore raises doubt among other smaller countries in the 

region about the authenticity, intentions and commitment of the major powerbrokers of 

ECOWAS towards the realization of regional economic integration. This also pose another 

challenges – it makes informal and illegal inter-state trade more attractive in the sub-region 

(Jouanjean, 2015). 

 

The level of national commitment of ECOWAS member-states to the economic integration they 

seek to achieve becomes a major obstacle when one considers the preeminence of states over 

international organization. States, no matter how geographically small, are the major components 

that give life to all forms of international organization. The very life that states give to 

international organization lies in the ceding of a portion of their sovereignty in ensuring the 

functionality, and attaining the goals of an international organization. By implication, this very 

life that states give to international organization has been a vital missing component in the 

ECOWAS economic integration process. ECOWAS states have had a sit-tight approach towards 

sovereignty; an approach which continues to have telling effects on the regional economic 

agenda and the prospect for national prosperity (Maiyaki, 2017).  
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More than any other part of the world, the apron strings of many West African states are still tied 

to their colonial master in the post-colonial period (Sulemani, 2019; Ngari, 2016); and this 

continually hampers the regional economic integration goal (Chibuike, 2001). These ties are 

especially obvious in francophone West Africa to the point that the socio-political lives of these 

countries are essentially to please France. These countries essentially follow “the French way” 

and adhere to principles that France finds pleasing. Any francophone state that tries to do 

contrary-wise is usually induced by France, or threatened with political antagonism and the 

withdrawal of support; a move that have the potency of leading to serious economy chaos and 

political instability in these countries (Maiyaki, 2017); by implication, with nine (9) out of the 

fifteen (15) members of ECOWAS being francophone, no decision can be reached without 

putting France into consideration, as it is safer for these countries to weigh their options and stick 

to France at the detriment of any regional economic integration process (Sulemani, 2019). 

Buttressing this point, (Ngari, 2016) explains that the very need to stay in power and maintain 

leadership makes African leaders to literally dance to the tune of their formal colonial masters, 

and in the process, becoming loyalist to their former colonizers. The effects of this has been the 

virtual non-conditional adherence to the dictates of the former colonial powers. 

 

The Anglo-Franco political divide has been an ever present hindrance to economic integration in 

West Africa (Sulemani, 2019). This division has manifested in several ways. One is that, it has 

led to a kind of political confusion among francophone states on the regional economic bloc to 

which they should show more commitment – ECOWAS or UEMOA. Overlapping clash of ideas 

and agenda definitely prompt multiple agreements on multiple platforms. Eventually, 

overlapping regional groups, instead of aiding regional development, end up being regional 

competitors, and inadvertently undermine the developmental goals and economic integration 

objectives of each other (Ngari, 2016). Another manifestation of this divide has been how 

political considerations have demarcated geographically proximate countries from sustaining 

deeper economic interactions. A typical manifestation is the Nigerian-Nigerien relations; though 

Niger seek to increase its ties with Nigeria, the French factor still plays a critical role in ensuring 

that the relations between these two states are not fully integrated – even when it makes 

economic sense for Niger to do such (Chibuike, 2001). 

 

The political discrepancy within ECOWAS therefore comes to the fore when the discourse on 

economic interaction in the region is put forward. The lack of political synergy and aggregated 

political will among ECOWAS state will continue to pose a big challenge to the region’s 

economic integration, until member-states deem it fit to sort out their political excesses. 

 

4. CONCLUSION 

The Economic Community of West African States have shown a lot of commitment, and have 

put a lot of measures in place towards achieving a potentially promising economic integration in 

the sub-region. These measures, despite the extent of their potentials, are however, hindered by a 

lot of political factors that have persisted in the region for more than half a century. The political 

hindrances are largely situated in the colonial history of the region which has polarized the 

region along the British-French divide – a polarization which has manifested in mutual suspicion 

and overlapping regional grouping that continually undermine each other’s objectives. 

Aside from the politics at the regional level, member-states have also been found guilty of non-

implementation of agreements; in places where agreements are implemented, there continues to 

be a lack of intent by national governments towards creating and increasing public awareness 

about such agreement. The results have been the frustration of joint regional integration effort 

and the rendering of ECOWAS hopeless. 
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The need to achieve a homogenous political voice regionally, and to pursue proper 

implementation and awareness strategy at the national level therefore becomes unavoidable if the 

economic integration goal of ECOWAS will ever be attained. 
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Abstract 

Over the last twenty years of uninterrupted democratic dispensation in Nigeria, the 

military regime has evidently bestowed the post-transition era of certain characteristics 

such as low level of participation, away from the center. While many have blamed the 

central authorities for the constantly increasing threats to the environment, this study 

argues that the dwindling impact of the Civil Society Organisations (CSOs) on 

environmental regulation policies, remains the missing link between policy formulation, 

implementation in Nigeria. Theoretically, this paper investigated the involvement of 

environmental CSOs within our democratic space, thereby reflecting on the level of 

compliance with environmental regulation laws and its implications for environmental 

sustainability. This paper adopts both primary and secondary sources of information, 

and data were analyzed using descriptive survey. The study reveals the Nigerian 

government sees the CSOs, more as partners in ensuring environmental sustainability 

rather than deploying the CSOs as delivery agents to enforce compliance with 

environmental regulations and sustainability within the extractive and non-extractive 

contexts. This study concludes that to tackle environmental degradation in Nigeria, a lot 

of attention should be placed on environmental securitization advocacies through 

independent and effective environmental CSOs. 

 

Keywords: democracy, CSOs, environmental regulations, post-transition, 

environmental sustainability 

 

1.  INTRODUCTION 

With the entry of democratic rule in 1999, the expectations of Nigerians were very high. The 

dominant viewpoint among the masses was simply positive in comparative terms with the 

extensive era of military despotism, where only a tiny fraction could access the doorway to a 

noble life (Mohamed, 2019). During the military regimes, the aspiration for an inclusive 

government have been strident, while exclusion of the masses remained the sustaining order. 

However, the political cosmos of the country appears to have been relatively relaxed since 

transition to democratic rule. But, while that elevated the optimism of some groups that had 

hitherto, been stifled, it also raised some noticeable dangers in the boundless struggle for 

resources and power, that characterized the democratic system. Although, democracy truly plays 

a unique enhancement role of citizens' involvement in the government, it is by no means, an end 

in itself.  In most nations, therefore, the civil society functions as a key catalyst in smoothening 

the process of democratic consolidation and peoples’ involvement in governance (Mercer & 

Green, 2013).  
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Nkwachukwu (2004) posited, that there is a robust connection between democracy, the civil 

society, and democratic consolidation. Ikelegbe (2005), also refers to the civil society "as the 

framework where the citizens, at all tiers of the government interact with the state. Under the 

current dispensation in Nigeria, it is expected that some dividends of democracy would flow 

from the peak of governance to the base. Such benefits include promotion of human rights to 

health, education and decent environment among others. Rather than the use of force that 

characterized the military era, rules and regulations, as enshrined and codified in the country’s 

constitution are expected to x-ray the institutions of governance and the different sectors within 

the nation, including the environmental sector (NPTE, 2016).  

 

By narrowing the narratives, the Nigerian environment is technically speaking, the 

commonwealth of every dweller in Nigeria. According to Sodipo, E. Onome I, Omofuma and 

Nwachi V. (2017), there have been different forms and categories of laws and legislations, which 

count as environmental regulations in Nigeria. While the military regime was famous for the use 

of undebatable decrees and edicts, the transition to democratic rule in 1999 ushered in, the 

constitution of the Federal Republic of Nigeria and new regulatory enforcements on 

environmental sustainability (ibid). 

 

Categorically, Nigeria’s political arena embraces numerous regulations and laws that guide the 

interplay between and among the different actors and stakeholders. Although, Nigeria’s 

democracy, at inception, was literally crude and to some extent, had much of low public 

awareness and compliance with environmental laws, but, several years down the line, it still 

seems much changes have not happened on environmental governance (Etemire & Sobere, 

2020). For instance, the past twenty years had recorded a lot of improvement within the political 

sector, amongst others; not in terms of evaluating Nigeria’s electoral system alone, but in terms 

of the proliferation of Civil Society Organisations leading the journey towards an outwardly 

perfect political and governance system. For example, the several campaign against fraud and 

irregularities before, during and after the election; has manifested in increased sensitization, one-

man one-vote campaign, vote-not-fight campaign, and the advocacy for transparency and 

accountability en-route another four-year tenure (CSI, 2017). 

 

Against this backdrop, this study seeks to examine the current dual- and parallel- systems of 

governance, leveraging the political sector and the environmental sector. To put it differently, 

Nigeria is presently witnessing an improving democracy in the political arena, but, a sustained 

militaristic tendency within the environmental sector. Although, it is uncommon to see sheep 

revolting against the shepherd, but, the revolution of the sheep, as painted by this paper, implies 

the reactions from the supposed civil groups and the environment itself. As an addendum to the 

roles of CSOs as contributors in the formulation of key decisions, this paper empirically makes a 

case for the pluralization of independent and effective CSOs, as a bridge between the 

environmental regulations and its implementation mostly as the grassroots, in efforts towards 

environmental sustainability in Nigeria (Ako and Ekhator, 2016). 

 

As critically discussed above, this paper is sub-divided into five symbiotic sections. The 

introductory aspect leads, while clarification of the key concepts seconds. The theoretical 

dimension is the third segment, of which the civil society’s theory of change will be empirically 

explored as a tool for in-depth analysis. While the fifth section contains the recommendations 

and conclusion, the fourth section responds to the following critical questions: How has 

democratic dispensation impacted environmental regulations in Nigeria? What are the 

expectations from the CSOs as a key component of environmental advocacies in Nigeria? 

Finally, what are the prospects of democratic consolidation for people within the extractive 
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contexts?1 This paper unmasks the intellectual conversation, devoting attention to those critical 

questions. 
 

2.  LITERATURE REVIEW 

This section subsumes a review of literature, structured into the conceptual review, empirical 

review, theoretical review, theoretical framework and the gaps in literature. 
 

 

Conceptual Clarification 

By way of foreplay, understanding the key concepts of democracy, democratic consolidation, 

civil society organizations and ‘post-transition regulations’ will facilitate a proper appreciation of 

the study. Lipset (2013), unboxed democracy to mean a license granted to the popular party to 

influence political, economic and social decisions, which simultaneously respects the prospects 

for change of regimes from other contending parties acknowledged within the country’s politics. 

According to Huntington (1991), there are two complementing indices of democratic 

consolidation. The first involves respecting the rules of transparency, fairness and justice in the 

process and struggle for power, while the second indicator involves respecting the same rules of 

engagement by allowing smooth transition of power, in the event that political victory swings to 

another party. From the above definitions, democratic consolidation is taken as the efforts of the 

government towards sustaining the rule of law, upholding an all-inclusive government and 

promoting the peoples’ rights within the framework of a legal instrument, such as the 

constitution. 

 

 In essence, Vaaseh (2010) reinforced the impotency of CSOs in underscoring democratic 

consolidation in Nigeria’s post-military era, while Edwards (2004), argued for the centrality of 

civil societies for promoting good governance and democratic consolidation within the country. 

In the early years of Nigeria’s democracy, there were penchants for the rise of armed uncivilized 

groups fighting for, and at the same time, against the dividends of democracy. Thus, Ikelegbe 

(2013), in his own writings, underlined the civil society to mean a mini-nation, where common 

values, interests, opinions and objectives are shared between and among the people. As critically 

interrogated above, this paper also acknowledges the snowboarding of CSOs with decent aims, 

into private organized agencies in form of Non-Governmental Organisations (VanDyck, 2017). 

 
 

Furthermore, Mercy (2012), stretched the civil society to mean a group of corporate 

organizations with a united goal, working within the framework of the law, bridging the gaps 

between the state and the people, interested in multiple issues affecting the people, living in both 

rural and urban centers, and providing certain essential services in the deprived zones. As 

pointed out by observers, who monitored the situation room during the 2015 general elections, 

the charades of CSOs, engaged in the 2015 elections, effectively facilitated immense 

improvement by maintaining strict compliances with the pre-election regulations and laws when 

compared with the 1999 election experience (CSI, 2017). While that progressive trend seems not 

changed up till this minute, strict ‘compliance with regulations’, even at its minimum cannot be 

said on several other sectors, including the compliance with regulations on environmental 

securitization (Etemire & Sobere, 2020). 

                                                           
1Extractive contexts are regarded as zones where non-renewable natural resources are being explored for 

economic purposes, with unacceptable impacts on the immediate environment: Chiaro P.S & Joklik F.G, 

(1998). The Extractive Industries: The Ecology of Industry. Pp. 13-26. Washington, DC:  National 

Academy. Also available on https://www.nap.edu/read/5793/chapter/3 

 

https://www.nap.edu/read/5793/chapter/3
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However, Obilade (1998), in the buildup to the 1999 transition gave an insight on what 

regulations should mean under the democratic dispensation. According to him, post-transition 

regulation in its simplest term should refer to the legislative enactment of laws and guidelines 

replacing the instrument of force which was the dominant order in the pre-democratic years. In a 

similar vein, Akintayo (2006), pointed out the three different categories of environmental 

regulations. The first centers on sanitation laws, while the second category revolves around laws 

and regulations developed to secure the inhabitants and the economic activities taking place 

within the extractive environments. The third category is the body of laws and regulations 

broadly established for the purpose of environmental security. Hence, several agencies of the 

state were created with different environmental laws while there are lots of international 

agreements, signed and domesticated in Nigeria for environmental sustainability (Sodipo et al, 

2020). 

 

Amidst the blending of this conceptual clarification and review, it can be observed that, in almost 

two-dozen years of Nigeria’s democracy, consolidation appeared to have relatively focused on 

the improving the political sector, to the detriment of some other sectors (Kankara, 2013). While 

the CSOs continue to operate with varying degrees of impact in several areas, the sustained non-

inclusive tactics in some extractive zones has been identified as a function of government’s 

(symbolizing the Shepherd’s) rod rather than using the staff in achieving compliance with 

environmental regulations (Ako & Ekhator, 2016). In other words, civil advocacies on promotion 

of post-transition environmental regulations appeared to have been somewhat relegated, thus, 

igniting the sheep’s revolution (consequences of environmental degradation, the victims and 

climate change crisis). The revolution, simply put, manifests through the emergence of soldiers-

of-fortune, operating within specific extractive zones and the life-threatening irrepressible 

environmental degradation transpiring in other places (Okonofua, 2016).  

 

Empirical Review 

Among other scholars, Ako and Ekhator (2013) highlighted the roles of (CSOs) in improving the 

trends of ineffectual regulation within Nigeria’s extractive industry. However, they both placed 

much emphasis on CSOs monitoring the government towards promoting probity and 

accountability, but failed to categorically identify the roles of CSOs in improving the trends of 

ineffective environmental regulations and environmental degradation within the extractive zones. 
 

In a different dimension, Sodipo et al, (2020) unveils the various categories of environmental 

regulations, practices and the established regulatory authorities in Nigeria. However, while 

Sodipo et al, (2020) acknowledged the CSOs as partners in enforcing the regulations, the group 

of scholars downplayed the numerical insignificance of the CSOs interested in environmental 

issues, unlike some other generic issues such as poverty alleviation, democratic consolidation, 

gender issues and so on.  

 
 

Etemere and Sobere (2020) provided evidence towards unraveling Nigeria’s increasing 

environmental degradation conditions since 1999, courtesy of largescale state-based 

environmental monitoring and regulatory instruments. To improve public compliance with 

environmental regulations, they both argued for the adaptation and application of the pre-

colonial environmental governing systems. However, both writers failed to realize that those pre-

colonial tactics were largely undemocratic and devoid of all-inclusive governing principles. 

Furthermore, the importation of the pre-colonial strategy may not be suitable, not only in the 

context of the post-colonial state, but also, its conformity with the current realities of an 

improving democracy in the 21st Century. 
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Theoretical Review 

A brief theoretical review reveals the relevance, the suitability or otherwise of selected theories 

on the study. Without dwelling much on the mainstream liberal democratic theories, Boeke’s 

theory of sociological dualism entails the existence of two separate systems functioning within a 

society, with little or no corresponding influence of one system on the other. According to Boeke 

(1953), every society can be described in the economic sense, using these three characteristics: 

(i) The social spirit (ii) The organizational forms and (iii) The techniques dominating it. In 

relations to this study, the social spirit represents the foundation of any policy framework, either 

the military or democracy system. Likewise, the organizational forms equate the different sectors 

within the system of government. Also, the techniques emphasize the dominating influence of 

the center on other parts, which also attract vast resources to the center without regards for the 

agitations of social groups and the developmental conditions at other tiers of government 

(Babawale, 2003). However, sociological dualism does not acknowledge the synergy between 

the governmental and NGOs such as the CSOs, even though, they may exist.  
 

In addition, most theories of public participation in democratic governance center on direct or 

indirect involvement in decision-making through concerned representatives and stakeholders, 

where they have specific interests to protect. However, while such theories on public 

participation may be suitable for explaining CSOs’ engagement, the theories limit the purpose of 

CSO representation to protecting their specific instruments alone. Whereas, this paper reiterates 

the CSOs as a major component of the democratic dispensation whose grassroot functions could 

be explored for implementing the regulations developed by the state, without compromising the 

independent status the CSOs should have (Nazal, 2018). Moreover, the environment is a 

collective possession and the lack of compliance mechanisms for environmental regulations 

would not only affect the defaulters, but, also have implications for the creators of the 

regulations and the society at large. 

 

Theoretical Framework 

Having reviewed certain theories, this paper employs the civil society’s theory of change. The 

theory is premised on strengthening the political roles of CSOs for effective environmental 

governance and democratic consolidation (MFAN, 2019). While several CSOs have been 

committed to tacking inequality and poverty through advocacy and lobbying, topics on 

environmental sustainability are becoming more prominent consequent of growing climate 

change concerns. Part of the remedial efforts include enforcement of environmental regulations, 

which are most times, safely avoided in many parts of Nigeria. So, as premised by the theory of 

change, boosting the roles of the CSOs have been identified as integral to promoting 

environmental protection and regulations, as poor enforcements have overtime resulted into 

massive environmental challenges and climate change problems (Wong, 2013). 
 

For effective governance and enforcement of environmental regulations in Nigeria, this paper 

identifies the three main strong points under the theory of change. Firstly, the theory agrees that 

governments are frequently confronted with highly technical issues that requires specialized 

knowledge possessed by the CSOs (Bignami, 2016). Secondly, governmental regulations require 

implementation, and to the extent that the CSOs and other non-state bodies are engaged, 

compliance is much more likely. Lastly, there are times when the private bodies command 

significant resources that leave the government with no alternative than to transfer policy 

implementation wholesale to the CSOs with minimum state’s supervision (Ibid). Thus, in 

application to this paper, rather than deploying the low-inclusive and militaristic strategies in the 

implementation of regulations in the non-extractive and extractive zones respectively, Nigeria’s 

environmental sustainability in post-transition could be more realistic through the political 

empowerment of the CSOs. While this paper does not intend to debate on the legitimate 
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ownership or control of the natural resources endowment, democratic consolidation is expected 

to acknowledge natural human rights; a premise, that has severally been leveraged to lay claims 

to the ecological resources, naturally and favorably disposed to people within the extractive 

contexts (Babawale, 2003).  

 
 

Within the extractive zones, the theory’s assumptions support that local CSOs wield the 

advantage of community ownerships, mutual understanding and long-term sustainability 

strategies for ensuring implementation of, and compliance with, environmental regulations 

(Court & Pollard, 2005). Without that, direct enforcement of environment regulations from the 

central and state authorities, may open-up gaps of low understanding, non-interpretation, and 

non-implementation of environmental policies, thus, widening the paths towards environmental 

degradation and its dire catastrophic consequences for humanity. 

 

3.  METHODOLOGY 

This paper adopts both primary and secondary sources of information, and data were analyzed 

using descriptive survey. For primary data, separate interviews were conducted with two 

individuals; one, a Professor of International Relations at the Department of International 

Relations, Obafemi Awolowo, Ile-Ife, justified by the respondent’s in-depth knowledge on 

environmental issues and democratic consolidation. Also, the second respondent is a Lawyer, 

whose specialization majors on climate justice and Nigerian environmental laws. Secondary data 

were sourced from online publications, journals and articles. 

 

4.  RESULTS AND DISCUSSION OF FINDINGS 

This section discusses the information and data gathered, under two separate sub-themes. 
 

The Sheep’s Revolution: The Resistance Against Environmental Regulations in 

Nigeria’s Democratic Dispensation 

The ‘Environment’ as a term literally means the immediate surroundings of a man at a particular 

period of time. The United Nations General Assembly Charter for Nature in 1982, underscored 

the significance of man as a key component of the environment. The Cambridge Dictionary also 

defined the environment in terms of the quality of the natural habitation of mankind, which 

subsumes the land, air and water that sustains both living and non-living things within the 

environment (Cambridge International Dictionary, 1995). Therefore, environmental regulations 

equate environmental security with environmental protection and conservation of our natural 

habitat. The Black Law Glossary, also exalted the environment to mean the entirety of factors 

that have implication for the quality of human lives. Such factors range from political influence, 

economic and aesthetics values and social circumstances (Delima, 1990). In addition, the 

National Environmental Standard and Regulation Enforcement Agency Act, 2007 defines 

‘environment’ in the following perspectives; ‘Environment’ include water, air, land, animals 

living therein and in relationship exist among these or any of them (NESREA, 2007).  

 
 

Accordingly, Amokaye (2004) stated that, environmental regulations are the body of laws 

established within the country, and its international dimensions to sustain the utility of our 

natural world and regulate the effects of man’s activities on his environment. Thus, within the 

confines of a democratic system, such regulations and principles are transformed into legally 

collated norms and backed by constitutional powers (NPTE, 2016).  

 
 

Before the coming of democracy, Nwadozie (1994) cited that, colonial order was characterized 

by economic and political gains of the administrators. There were no effective environmental 

regulations for the natives, as it would impose new responsibilities and costs on the colonial 
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master. In effect, pollution and other environmental hazards blossomed without restrictions. 

Similarly, the unearthing of oil in the Delta Region in Nigeria’s first decade of independence, 

exposed Nigeria’s wealth boom and at the same time, the health doom associated with misuse of 

the environment and absence of environmental regulations (Frynas, 2001).  

 
 

However, in attempts to regulate the impending dangers, the Federal Military Government 

promulgated several Acts and regulations.For instance, the Koko toxic waste incident of 1988 

generated serious concerns from the government, which led to formulation of different policies 

on environmental law in Nigeria. The incident equally exposed the inadequacy of the previous 

promulgation and the need to make more broad laws to combat pollutions and dumping of the 

hazardous waste within and outside Nigeria territorial waters and land space (Ogbodo & Gozie, 

2009). In the final analysis, that trajectory led to the real legislation on environmental protection 

which was promulgated in 1988 titled Federal Environmental Protection Agency Act (FEPA) 

Cap 113, LFN 1990 (as amended in 2004). 

 
 

As the environmental problems continue to abound, the FEPA was recommended and eventually 

installed as the way-out. The solution was replicated at the state levels and called State 

Environmental Protection Agency (SEPA). Since environmental issues are categorized under the 

concurrent list, the federal government and states have the right to legislate on it.As contained in 

Section 20 of the Nigerian Constitution of 1999, the Ministry of Environment at both national 

and state level respectively to deal with environmental protection. FEPA with more 

responsibilities changed nomenclature to become National Environmental Standards and 

Regulations Enforcement Agency Act (NESREA), 2007. It is unfortunate that, the rules and 

regulations-, having been drafted as an important slice of the fundamental objective principles of 

Nigeria state policy- have not implementable and enforceable in many parts of Nigeria (Ogbodo 

& Gozie, 2009). 

 
 

In the foregoing, the marginal improvements on Nigeria’s environmental security since 1999 

reflects on the brief comparison of the rate of pollution and solutions, using a portion of the 

Niger-Delta experience, before 1999 and the situation since the advent of democracy. Pollution 

has stamped unquantifiable damages and widespread destruction on Nigeria’s ecosystem and its 

natural environment (Global Environmental Outlook, 2000). For instance, a total of about 

526,679 barrels of oil was spilled between 1989 and 1999, with over 95%, lost to the 

environment while over 2 million barrels of oil spill incidents into the terrestrial, coastal and 

offshore areas with attendant awful consequences were recorded (Agbu, 2005). 

 
 

But, oppositely, the National Oil Spill Detection and Response Agency (NOSDRA) documented 

that, for the period of January 2006 – June 2010, the Federal Government has received 3,203 oil 

spill stories from oil firms with complementary 9,256 barrels of oils, spilled into the environment 

(Punch, 2010). This data above confirms the relative reduction of oil spillage on the environment 

under the democratic dispensation. But, while the credits could not be largely given to the 

instruments of the law and regulations, Iwilade (2015), affirmed that, the reduction is only a 

temporary solution, momentarily mounted on the monetization of dark social networks of youths 

and syndicates, operating in the Niger-Delta region. As proven by subsequent regimes, failure to 

meet the demands of the fortune-soldiers has led to the revival of resistant movements against 

smooth extractive operations in the Delta region with attendant environmental and economic 

consequences.  
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Furthermore, this study raised some critical questions, in an interview with Barrister Kate 

Olanrewaju-Elufowoju, a legal practitioner, an environmental educator and consultant on the 

trends and assessment of environmental regulations in post-transition Nigeria. Kate Olanrewaju-

Elufowoju stated, the military regime operated with strict environmental laws such as the 

monthly sanitation laws. Either by force or voluntarily, people just had to obey the 

environmental regulations, for example, the War Against Indiscipline and related laws.2 But, 

under the democratic system, we have different body of environmental laws and regulations, but 

are not complied with, given the absence of a compelling force, mostly at the grassroot (Sodipo 

et al, 2017).  

 

Furthermore, she posited that the environmental laws are not ends in themselves, but, it is 

important to look deeper at the social aspects of the law as well. In her explanations, there is ‘a 

disconnect’ between the environmental regulations and the peoples’ way of live. Thus, Kate 

Olanrewaju-Elufowoju recommended that, to ensure the effectiveness of environmental 

regulations and compliance, the people must be clinically educated on the importance of the 

regulations and the implications of non-compliance for them as individuals. Using Kenya as an 

example, she upheld the instrumentality of environmental civil organizations in implementing, 

advocating and educating the people on the coming anarchy; thus, curbing the mounting 

indigenous pollution and preventing the impending dangers, the peoples’ actions and inactions 

on the environment may ignite in Kenya.3 

 

Regarding environmental regulations in the extractive zones, Barrister Kate Olanrewaju-

Elufowoju identified the need for the emanation of new laws and regulations that matches the 

current realities. Just as drying up of the Chad Basin has forced the herders to other parts of the 

country for natural resources (green grasses) to feed their flock, people living within the 

extractive zones may also tender legitimate assertions for an improvement on the returns from 

the natural resources (oil, for example) that belongs to their immediate environment.4 So, while 

ranching may be deliberated upon to avoid the farmers-herders’ crisis, specifically-developed 

programs and regulations should equally be developed to achieving environmental security for 

entities in the extractive contexts (Ibid). 

 

The Paradox: Civil Society Organizations and Environmental Advocacy in Post-

transition Nigeria 

More importantly, the exploration and expansion of constitutional tools, regulations, and 

strategies to preserve the stability between the human environment and the ecosystem is without 

reservation, very suitable. Overtime, environmental regulations has been described as comprising 

lawful strategies and techniques designed to combat the pollution, mishandling of natural 

resources and tackle the neglect of environmental sustainability policies (see Encyclopedia 

Americana, 1995). 

 
 

Howbeit, Nigeria is a heterogeneous country of over 194 million people. Implementing policies 

and programs directly from the federal level has obviously proven difficult, just as relying on the 

state parastatals to installing the regulations might as well, be problematic. In attempts to 

consolidate democratic rule, therefore, the plethora of CSOs metamorphosing into NGOs, 

appears critically important to performing some key political functions (Ikelegbe, 2007). Since 

                                                           
2 Interview, Barrister Kate Olanrewaju-Elufowoju, 23/11/2019 
3 Ibid 
4 Ibid 
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the civil society grass-root groups are regarded as established influential purveyors of human 

resources and operating with a national franchise, decentralization of environmental regulations 

have the tendency to spur a lot of CSOs into environmental security programs and projects, 

positively speaking. A cursory look at the political sector, shows that, the improvement recorded 

in Nigeria’s electoral systems is a function of the several CSOs constantly taming the constantly 

rising imperfections. The civil groups intercede before, during and after Nigeria’s periodic 

elections to ensure a calm political ambience and the cycle continues at regular intervals (Mercy, 

2012).  

 

For the extractive contexts, however, studies have shown that, balancing the social context with 

the CSO advocacy techniques may be somewhat complex. Laying claims to a good return from 

the natural endowments at their rightful habitats, there has always been a tendency for civil 

groups to advance into militia groups and social movements for emancipation. For instance, the 

Movement for the Survival of the Ogoni People (MOSOP), the Niger Delta People’s Volunteer 

Force (NDPVF) and the Movement for the Emancipation of the Niger Delta (MEND) to name 

just a few (Albert, 2005).  

 

So, this section argues that, containment and engagement may be employed as the 

implementation strategy of achieving environmental security in the extractive contexts. While 

containing the internal tensions that may be staged on natural rights’ grounds, engaging the 

agitations of the deprived through rapid industrialization efforts should suffice. On several 

occasions, enforcement of environmental regulations has proven to be insufficient for curbing 

environmental degradation and promoting sustainability in the extractive zones. Thus, Civil 

society organizations (CSOs) are often assumed to be establishments that simplify interactions 

between the people and the legislators (Williams, 2016). 

 
 

However, it should be referenced that, the effectiveness of the CSO advocacy groups depends on 

governments’ endorsement, funding from the prime-movers, and the CSO’s internal capacity for 

resource mobilization (Rutzen, 2015). This section therefore, strengthens existing literature that, 

the government’s handling of CSOs as more of participants rather than delivery agencies in 

consolidating our democracy, has continued to negatively impact the nature and texture of the 

civil society.Moreover, agitating movements and advocacy groups also has the potency to 

dovetail into disruption of economic activities or conflicts, if not properly handled.Should such 

agitations be encouraged and silenced through monetary peace deals or the solutions be 

championed through the CSOs? Robinson’s response upholds that, the civil society as part of an 

“extended state”, through which the ruling class (or the state) is able to maintain hegemony over 

its citizens and ensure compliance with state regulations (Robinson, 2005).  

 
 

But, just as the core mission of most civil societies is for advocacy and seek good governance, 

the agitations of the armed versions of the civil groups has often times, been tailored for specific 

parochial interests. Nonetheless, Gaventa, (2004) blends the two contending ideas by noting CSOs 

provide avenues for citizens to communicate with government, extend the reach of government 

by deliver services to citizens, and hold government officials accountable through watchdog 

efforts (Cooper, 2018). The paradox here is that the major avenues of the CSOs to communicate 

with the government is vague, in terms of distinguishing the CSOs as grassroot constituencies, 

while some other means of communication have been outstretched to mean either through lawful 

or forceful means.  
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Although, the EU considers the CSOs to subsume, “all non-state, not-for-profit assemblies, non-

partisan unions and non–violent groups, through which people pursue shared objectives and 

ideals, whether political, economic, social, environmental, but, in marginal contrast, the World 

Economic Forum (WEF) sees civil advocacy groups as part of the “social basis for democracy” 

(WEF, 2013). To this end, the civil society represents a fundamental part of the democratic 

system and wields the ability to express controversial views; represent people with ‘no voice’, 

organize citizens into movements, foster support across stakeholders and bring credibility to the 

political system (Ibid). 

 

In separate interviews with Professor Dokun Oyeshola and Barrister Kate Olanrewaju-

Elufowoju, they both agreed on the instrumentality of the CSOs and their advocacies for the 

enforcement of environmental regulations in Nigeria, but differed on the operational strategies of 

the CSOs in the extractive zones. According to Professor Oyeshola, generalizing the use of 

sanctions for flouting the regulations may likely not be effective. But, within the extractive 

zones, the CSOs, (rather than the executive placements-soldiers or police force) should be armed 

with intensive advocacy and sanctions to ensure absolute compliance with the regulations.5 

Permeating the extractive zones with environmental awareness and re-orientation programs 

remains one of the best ways to enforce the environmental regulations, as the use of force has 

often attracted similar reactions in time past. At the same time, the executive arm is expected to 

intensify its efforts on enforcing compliance with environmental rules and regulations, guiding 

the extraction of resources and industrial operations in the extractive zones, given the fact that, 

the industrial activities hold higher propensity to worsen environmental degradation in the such 

zones.6 

 

5.  CONCLUSION AND RECOMMENDATIONS 

In conclusion, the distinctive activities of the civil society and civil advocacy groups in Nigeria’s 

democracy have largely improved the political space. In a similar breath, it is believed, the CSOs 

can be more noticeable in making other segments thrive; by political empowerment of the CSOs, 

leveraging their competencies, enabling their solutions and consolidating the efforts of the 

government towards ensuring compliance with Nigeria’s environmental regulations. But, as 

theoretically discussed, it is even, more possible, to improve on Nigeria’s environmental security 

through the enrichment of CSOs through decentralization of environmental regulations and 

backed with sanctioning authority. Finally, Professor Dokun Oyeshola recommends that, setting 

up of efficient and effective institutional developmental boards for training, empowerment and 

development of people in the extractive contexts should be reinforced, as a demonstration of 

commitment and fairness to the resource exploration from their immediate environments is 

essential for facilitating cooperation and peaceful coexistence (Ibid). Not only will such 

commitments lubricate increased compliance with environmental regulations, but will also 

relegate the tendencies for disastrous environmental degradation and Nigeria’s environmental 

sustainability this post-transition era. 
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Abstract 

The paper analyses the effect of fiscal federalism on poverty alleviation and sustainable 

development in Nigeria. Specifically, it interrogates the various incidences of the 

overbearing powers of the federal government over the federation account and the 

sharing of the country’s revenues as major factors impeding development and 

aggravating poverty at the grassroots. The study utilised data predominantly from 

secondary sources to examine the present Nigerian federal structure against the 

contending views on federalism; situating  the place of sub-national governments such 

as states and local governments in the scheme of things. The findings showed that these 

two tiers of government though closest to the people of the grassroots but lacking the 

power and economic resources to effectively alleviate poverty from among the larger 

spectrum of the Nigerian society. The apparent mismatch between revenue means and 

expenditure needs seemed to have become major drawbacks for the states and local 

governments in their quests to provide functional antidotes against poverty and promote 

sustainable developments in their domains. The paper therefore canvassed for re-

ordering of the Nigerian fiscal structure by giving greater institutional powers and 

commensurate economic resources to the states and local governments if the desired 

poverty alleviation efforts and meaningful sustainable development are to be achieved. 

It is noted, however, that given the Nigerian situation and the peculiarities of its leaders, 

more economic powers to the subnational governments would also require 

reinvigoration of the anti-graft measures and mechanism at that level to forestall 

mismanagement of resources meant for alleviating poverty and promoting development.   

 

Keywords: Fiscal Federalism, Governance, Poverty Alleviation, Sustainable 

Development 

 

1.  INTRODUCTION 

Power-sharing and fiscal arrangements, including revenue allocation among tiers of government 

have been the most significant and contentious issues in Federations the world over. As Suberu 

(2006) has noted, these two important operating mechanisms are often used as parametres to 

gauge the stakes a particular group or segment of the federating units has in the federal structure 

as well as what powers, statutory or otherwise, a tier wields. These two have also determined 

largely the nature and scope of intergovernmental relations among tiers of government in a 

federal state. Expectedly, the Nigerian situation is of no exception to this assertion. For instance, 

the immense power of the purse the nation’s federal government wields has continued to 

engender a super-ordinate and subordinate relationship between it and the subnational 

governments (Adesopo and Asaju, 2004; Anyanwu, 1999). 

 

Nigeria’s experience at federalism has, over the years, been a long history of intense struggles 

and contentions among the various groups and ethnic nationalities that make up the country. This 
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is predominantly over their inability to agree on a workable and functional intergovernmental 

fiscal relationship among the three tiers of government; federal, state, and local governments. As 

Ijaiya (1999) as well as Chidozie and Onyemachi (2014) have argued, the root-cause of these 

disagreements stemmed from the very reason for government. If government exists to cater for 

the people and their interests; then it follows that government at every level derives rationale for 

its existence from the performance of such responsibility. In addition, the capacity of a 

government and the wherewithal at its disposal empowers it not to only provide for the people 

but also to advance and defend their interests through which it is able to draw legitimacy from 

the governed (Ahmad and Craig, 1997).  

 

However, the performance of this all-important responsibility by any government is directly 

linked to the amount of resources at its disposal. Moreso that the role of government in 

contemporary society has increased tremendously to cover areas hitherto considered as private 

spheres of individual citizens (Alade, 1999). Apart from providing security and ensuring order, 

government in this modern era has the more encompassing responsibility of driving the basic 

freedom and economic emancipation of the people through redistribution of societal wealth as 

well as promotion of their socio-economic well-being. Despite the onerous responsibility, the 

Nigerian government, particularly states and local governments have performed these duties in 

perfunctory manner, such that poverty level is on the increase while sustainable development has 

become elusive (Boutlier, 2005; Anifowose, 2004; Mbanefo, 1993). 

 

Whether in the developed or developing world, one of the glaring realities of the present age is 

that every nation of the world today suffers, in one way or the other, from poverty (Chidozie and 

Onyemachi,2014; Kankwendo, 2000; Ogwumike, 1991). According to the MDGs Report (2006), 

poverty remains an unresolved multi-national and multi-dimensional phenomenon that has drawn 

attention of nations and multi-national organisations. So far in Nigeria, efforts made by 

successive governments to combat and reduce the incidence of endemic poverty through 

numerous intervention programmes seemed not to have yielded the desired results. These efforts 

offered programmes such as Operation Feed the Nation (OFN); the Directorate of Foods, Roads 

and Rural Infrastructures (DFRRI); the Better Life/Family Support Programme (BLP/FSP); the 

National Directorate of Employment (NDE); National Economic Empowerment and 

Development Strategy (NEEDS); National Poverty Eradication Programme (NAPEP), Poverty 

Alleviation Programme (PAP); N-Power Programme (NP) and many more. However, most of 

these programmes failed to make appreciable impacts because of poor planning and design, as 

well as lopsided implementation orchestrated by over-concentration of policy frameworks and 

strategies. This is accentuated by the reality of lack of institutional capacities and viable 

economic resources by states and local governments, which by nature of their constitutional roles 

are positioned closer to the people and the grassroots (Agu 2010; Alade 1999; Ekpo 1999). 

 

One of the glaring realities of Nigeria’s fiscal federalism is that “revenue bases at the subnational 

levels are small, volatile and monolithic” (Agu, 2010, p.41). A situation that has made the 

country’s subnational governments perennial complainants of lean resource base in the midst of 

huge fiscal responsibilities. While a lot of scholarly attention has been paid to intergovernmental 

fiscal relations in Nigeria especially the need for the review of revenue-sharing formula in favour 

of states and local governments, not much has been done with regard to ascertaining how the 

country’s fiscal imbalances undermines efforts at alleviating poverty and promoting sustainable 

developments at the grassroots level. Hence, this paper purposes to interrogate the overbearing 

powers of the federal government over the nation’s revenue bases and the sharing of economic 

resources as major factor responsible for the stunted growth, distorted development as well as the 

aggravated incidences of poverty at the subnational level.  
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Given the above, therefore, the paper is arranged into five sections. Section one is the 

introduction. Section two covers a review of existing literature on the major concepts central to 

the sub-matter under investigation. Section three examines the political context of fiscal 

federalism in Nigeria, situating the place of states and local governments in the scheme of things. 

Section four makes a case for the re-ordering of Nigeria’s fiscal arrangement in favour of 

subnational governments while the fifth section concludes the paper and proffers policy options 

for reforms.  

 

2.  LITERATURE REVIEW 

 

Conceptual Review 

Concepts are usually vital in providing interpretations to social events and phenomena. They 

often give lucid and logical meanings to the analysis of social characterizations and perspectives. 

Of prime importance to the core arguments of this paper are concepts such as Federalism, Fiscal 

Federalism, Poverty and Sustainable Development. 

 

Federalism and its Fiscal Component  

Federalism has enjoyed a robust attention and scholarship in the literature. However, the extant 

literature on the concept harbours disparate connotations of the phenomenon of federalism as 

posed by different writers and scholars alike. K.C. Wheare’s classic formulation on the subject is 

taken as the plausible starting point for the foray. This seminar work appears the most criticized 

in the lexicon of theories of federalism yet remains profound and inextricable to any meaningful 

discussion of the concept. It is apposite to note that subsequent and sometimes opposing 

formulations by Riker, Livingston, Elazar, Friedrich, Etzioni and a host of others are either 

variations or modifications of Wheare’s central thesis on the federal principle (Jinadu, 1975). 

 

Such works as Riker (1975, 1964); Livingston (1956, 1952); Elazar (1976); Etzioni (1965, 

1962); Friedrich (1968, 1965); etc., though provide certain profound contributions to the 

discourse on federalism. They mostly serve, in the main, to critique or expand the theoretical 

foundation already laid by Wheare’s ‘Federal Government.’ Wheare conceptualized federalism 

as “the method of dividing powers so that general and regional governments are each, within its 

sphere, coordinate and independent” (Wheare, 1963, p.1). From this conceptualisation, it can be 

inferred that central to the Wheare’s arguments is the principle of division of power that 

recognise the autonomous and independent status of different levels of government in their 

assigned spheres.  

 

In similar vein, William Riker in agreement with I.D. Duchacek’s earlier connotation, conceives 

of federalism as “pluralistic democracy in which two sets of governments neither being fully at 

the mercy of the other, legislate and administer, within their separate yet interlogged 

jurisdictions” (Duchacek,1956 cited in Riker,1964, p.21).  

 

William Livingston construes federalism “as a device for achieving unity in diversity” that is 

predicated on “shared-rule” and “self-rule” (Livingston, 1963). In a related manner, Carl 

Friedrich, claiming to look beyond legalistic and institutional considerations which he considers 

as the pitfalls of Wheare’s federal principle, argues that federalism can only be understood from 

the perspective of a process rather a design. He describes it “as a union of group selves united by 

one or common government but each retaining its group being for other purposes” (Friedrich, 

1964, p.1). According to Friedrich, federalism unites without destroying the selves that are 

uniting; rather it is meant to strengthen them in their group relations (Friedrich, 1968, p.2).  



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

525 
 

 

Other notable scholars such as Birch (1968), Etzioni (1965), and Elazar (1976), who are much 

more concerned with the operating mechanism of federal system, argue in varying degrees that 

constitutional democracy is vital for survival of any federal arrangement. To one of them, 

“federalism can only exist where there is considerable tolerance of diversity and willingness to 

take political action through conciliation and compromise even when the power to act 

unilaterally is available (Elazar, 1976, p.11).  

 

What the foregoing has demonstrated is one major theme that permeates the differing views and 

perspectives regarding the theory and practice of federalism. This all-important theme centres on 

constitutional division of powers among tiers of government. Against this backdrop, Wheare’s 

connotations, in spite of its crucial defects, provide the constitutional prism and legal framework 

through which Livingston’s sociological factors, Etzioni’s unification and de-unification process 

as well as Friedrich dynamic process and design take on meaning and significance. In other 

words, effective power sharing that is accompanied by commensurate economic resources is at 

the centre of the quest for survival and stability of any federal arrangement.  

 

Hamilton in Federalist Paper 18 made a case for a formal division of governmental power and 

economic resources between the centre and units in order to achieve a political contrivance 

intended to reconcile national unity and prosperity with maintenance of States rights (Birch, 

1968; Vile, 1968). This political contrivance is, most often, challenged by the contentions over 

the fiscal structure in existence in a federation. Ideally, it is the fiscal structure that defines the 

form of fiscal relationships which exist between the central government and the federating units. 

The intricacies of this relationship often throw up the concerns of fiscal federalism. 

 

Fiscal federalism in the context of this paper involves the modes and patterns describing the 

allocation and distribution of spending powers and resources among the tiers of government in 

Nigeria. It is essentially about the fiscal non-concentration which occurs when lower levels of 

government wield considerable statutory powers to raise taxes as well as carry out spending 

activities within the limits specified by law (Jimoh, 2003). Mbanefo (1993) argues that a fiscal 

arrangement characterised by over over-concentration of fiscal powers at the highest level 

contradicts the federal principle and could serve as a ruse for a de facto unitary government. 

 

A sizeable number of studies exist on Nigeria’s fiscal federalism. Such works ranges from 

(Suberu, 2006; Adesopo and Asaju, 2004; Ekpo, 2004; Jimoh, 2003; Alade, 1999; Ijaiya, 1999) 

which dwell essentially on the regime of fiscal imbalance between the country’s central 

government and the sub-national units to studies such as (Agu, 2010; Agba and Obi, 2006; 

Olowononi, 1999; Anyanwu, 1995; Ovwasa, 1995) that examine the disadvantaged positions of 

states and local governments in the scheme of intergovernmental fiscal relationships among tiers 

of government in Nigeria. In spite of their differing perspectives, there seemed to be general 

consensus that fiscal decentralisation is key to balancing the expenditure assignments allotted to 

sub-national authorities. For instance, Suberu (2006) advocates an extra-legal approach devoid of 

the cumbersome process of constitutional amendments to increase revenue sources and taxes 

power of states and local government.   

 

However, the trend is that most of these studies tend to concentrate on the disparate mismatches 

in the revenues bases and profiles of the federal government and subnational units. While effects 

of such fiscal imbalances on poverty alleviation and sustainable development at the grassroots 

level suffer considerable neglect of scholarly attention. In other words, there is a dearth of 

empirical studies that interrogate the overbearing powers of the federal government over revenue 
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sharing as major factors aggravating poverty and undermining sustainable development at the 

subnational level. By seeking to bring attention to the underlining issues regarding poverty 

alleviation and sustainable development, this study aims at filling this gap in the literature and 

also provokes further research on the subject matter.      

 

The Concept of Poverty 

Discussion about poverty, the world over, often centres on mechanism for its reduction among 

the larger spectrum of the people across nation-states. In the literature, there exist a massive 

assemblage of thoughts and perspectives on the phenomenon of poverty but none indicates a 

universally acceptable definition or coinage of the concept. This may be as a result of its 

multidimensional nature and forms, which are often characterised by ambiguities and 

complexities. This notwithstanding, effort is made to achieve a conceptualisation of the term 

relevant to the subject-matter of this paper. 

 

Ibrahim and Haruna (2014) opine that poverty should be seen beyond being just an economic 

condition; it is a human condition. According to these authors, such conditions include inability 

to obtain minimum capabilities in health, nutrition, education, as well as in economic and social 

life. A functional definition of poverty can be seen in Ogwumike (1999), which sees poverty 

from the perspective of basic needs of life. He portrays “poverty as a situation of low or 

inadequate income to meet the basic needs of life” (Ogwumike, 1999, p.105).  

 

In essence, basic needs of man can be categorised into primary (food, shelter, and clothing) and 

secondary (social, economic, and cultural rights, liberty, freedom and property rights, etc). These 

categorizations inevitably draw attention to a broader view of the phenomenon of poverty as a 

challenge that goes beyond failure or inability to meet basic life necessities (Chidozie and 

Onyemachi, 2014).  

 

The World Bank Report (2010) defines poverty as the inability to attain a minimum standard of 

living. Olayemi (1995) asserts that the poor often lack access to the basic needs of life while also 

lacking the skills necessary to be gainfully employed thereby depriving them of the incentives to 

meet social and economic obligations. These perspectives have somewhat revealed the 

multidimensional status and trends of poverty as going beyond level of income or mere access to 

social services to being a more endemic social malaise. Against the background, poverty is 

viewed both as a state and a process. Kankwendo (2000, p.63) draws from this perspective when 

he describes poverty as 

  

a state of deprivation or denial of the basic choices and opportunities 

 needed to enjoy a decent standard of living; to live a long, healthy  

          constructive life and to participate in cultural life of the community. 

 

Poverty has also been construed to include all mismatches between capabilities, needs and social 

attainments as well as little or inadequate access to the basic non-material needs like political 

participation, social inclusiveness, good governance, security and good self-esteem (Kankwendo 

(2000). In recent times, insecurity and high rate of unemployment have been identified as a 

potent contributory factor fueling high level of poverty being currently witnessed in Nigeria. The 

current wave of insecurity orchestrated by the Boko Haram insurgent in the north-east, banditry 

in the north-west, herders-farmers clashes in the north-central and most parts of the southern 

states have prevented large number of rural farmers from going to their farms thereby worsening 

the poverty level of such rural dwellers (Ibrahim and Haruna, 2014). For instance, the Federal 

Office of Statistics (FOS) has identified the intrinsic causes of poverty in Nigeria to include: 
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inadequate access to employment opportunities for the poor; lack or 

 inadequate access to assets such as land and capital by the poor; inadequate 

 access to means of fostering rural development in poor regions; inadequate  

 access to education, health, sanitation, and water resources; the destruction 

 of the natural resource endowments which has led to reduced productivity 

 of agriculture, forestry and fisheries; inadequate access to assistance by  

 those who are victims of transitory poverty such as droughts, floods, pests 

 and wars; and inadequate involvement of the poor in design of development 

 programmes (FOS, 2017, P.7). 

 

Overall, poverty, as enunciated by the different scholars, does not only limit the economic 

choices of the poor but also exposes them to socio-political, cultural as well as environmental 

deprivations. Its root-causes in Nigeria, as highlighted by the FOS (2017) may not be 

unconnected with over-concentration of economic power and institutional resources at the 

highest level of government to the detriment of sub-national governments. Most poverty 

alleviation and interventionist programmes of the Federal Government seem to suffer poor policy 

design and implementation by failing to take inputs from the diverse socio-economic locales 

prevalent in different parts of the country and as a result, unable to effect the desired change 

(Chidozie and Onyemachi, 2014).  

 

Sustainable Development 

A search through the literature revealed there is apparent lack of consensus among scholars as to 

what constitute sustainable development. In essence, development as a concept remains a 

contentious term owing to its varied usage and relative application in both practical and 

normative forms. Boutlier (2005) construes development as sustainable when a condition 

precedent exists to promote a desirable course of action in a predetermined direction. Waddock 

(2003) opines that sustainable development entails learning from experience to promote a set of 

principles that guarantee achievement of goals.  

 

In 2003, the International Institute for Sustainable Development (IISD) came up with a 

compendium of sustainable development indicators to include tested principles that engender 

growth in a given endeavour. These principles derived their sustainability character from their 

ability to deliver reforms on goals and repetitive efforts for a long stretch of time, not less than a 

decade (Boutlier, 2005).  

 

Notwithstanding the disparate connotations on the subject-matter, a unique trend that loomed 

large from the different perspectives is the identification of a set of principles or course of 

actions that spur growth and have the potentials to deliver measurable results in an enduring 

basis as the gamut of sustainable development. For the purpose of this study, sustainable 

development is construed as any course of action that identifies, adapts, and applies tested set of 

strategies which have the capacity to deliver results in desired direction. In the context of fiscal 

federalism and poverty alleviation in Nigeria, the term is taken to describe policy agenda and 

reforms strategies that sought to prioritise resource re-distribution in favour of states and local 

governments for optimal performance in the delivery of poverty alleviation programmes at the 

sub-national level.  

 

A case in view is the Millennium Development Goals (MDGs) which represents the global 

declaration to end poverty. For instance, MDG (1) which is “to eradicate extreme poverty and 

hunger by the year 2015” is still far from being realised in Nigeria even many years after the 
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expiration of that timeline. This is perhaps due to distortions in government policies (Chidozie 

and Onyemachi, 2014). According to Ibrahim and Haruna (2014), poverty can also mean lack of 

access to basic non-material needs such as good governance and participation. For this reason, 

policy framework that is designed to promote sustainable development at the subnational levels 

in Nigeria should be able to offer considerable governance incentives that empower states and 

local governments. These include: localization of programme planning and implementation to 

cater better to the tastes and needs of local residents; moving decision making closer to the 

people for whom those services are intended for quicker leverages at reducing poverty at the 

community level; eliminating over dependence of states and local governments on the statutory 

transfers from the central government; and lastly, enhancing inter-jurisdictional collaboration 

and innovations in the provision of public goods that promotes sustainable development.  

 

3. FISCAL FEDERALISM IN NIGERIA: THE POLITICAL CONTEXT AND 

ANTECEDENTS  

Nigeria which came into existence following the amalgamation that took place in 1914 was 

administered by the British colonialists between then and 1954 as a unitary entity (Anifowose, 

2004). By 1946 however, the colonial power introduced some semblances of decentralisation of 

legislative power following the introduction of regionalism through the Richard Constitution. 

The Constitution divided the country into three regions; North, East and West, and created 

regional legislatures. Nonetheless, Nigeria was formally declared a federation in 1954 following 

the adoption of Lyttleton Constitution, which ceded considerable autonomy to the regions and 

divided powers between the centre and the regions. By the time the country attained 

independence in 1960, the principle of federalism has taken roots as one of the basic features of 

Nigeria’s political system. 

 

Ever since, there seemed to be a general consensus among the Nigerian people that the country 

could hardly be governed effectively as a political unit under a unitarist or centralized authority. 

This feeling can largely be attributed to the country’s heterogeneous character in terms of 

geography, ethno-cultural and religious diversities (Nwokedi, 1995). Nigeria’s first republic 

which spanned between 1960 and 1966 operated under the cardinal principles of federalism and 

ceded considerable powers to the regions, especially in raising revenues and spending powers. 

Under the 1963 Constitution, regional governments continued to enjoy a modicum of autonomy 

and wielded extensive powers of the purse, which served to galvanise development agenda of the 

regions (Anifowose, 2004). Unfortunately, all of these were to be short-lived following the 

military takeover of the reins of government in January, 1966.  

 

The military held sway in power for 13 years (1966-1979) and relinquished power to a 

democratically elected leader on October 1, 1979; only to re-seize power in 1983 barely after 4 

years of civilian rule. Another round of military dictatorship lasted for about 16 years until May 

29, 1999 when General Abdulsalami Abubakar military regime returned the country to 

democratic rule (Agedah, 1993). Therefore, in simple arithmetic, out of Nigeria’s 60 years of 

independence, the military has been in the saddle of the country’s political affairs for almost 35 

years, leaving only 25 years for civilian rule.  

 

Without doubt, military incursion into politics has wrecked so much havoc on Nigeria’s federal 

principle and autonomous leanings thereby making the country looking more unitary than federal 

(Ijaiya, 1999). As Agedah (1993) has argued, certain intrinsic features of military organisations 

such as its unitarist and commandist structure are antithetical to the administration of civil 

society and therefore, unfit for civil governance. According to Agedah (1993), soldiers by 

training, are not used to having their orders questioned, much less disobeyed. They believe in the 
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use of force other than consultation with the populace which they see as unnecessary and a sign 

of weakness.  

 

Against this backdrop, most of the interventionist programmes of the Federal Government, 

particularly during the military era were characterised by arbitrary transfer of funds from the 

Federation Account which negated the basic principles of true federalism (Ekpo, 2004; 

Anyanwu, 1999; Ahmad and Craig, 1997). The consequence of these unethical practices and 

complete disregard for the nation’s federal structure by the military was a gradual decline in the 

volume of resources that ought to have accrued to the other tiers of governments (Ekpo, 2004). 

In addition, some of the interventionist agencies duplicated the roles and functions of existing 

government ministries without deference to the civil service structure. Anomalies that breed 

corrupt practices which served as drains on government revenues (Jimoh, 2003). 

 

The cacophony of practices orchestrated by the military commandist mien left, in its wake, a 

unitary structure masquerading as federal republic. The same structure that was reinforced and 

railed-road into the 1999 Constitution upon which the fourth republic was birthed. In actual 

sense, Nigeria, considering its present structure and form, can be said to operate “unitary 

federalism” (Ijaiya, 1999, p.80). One of the notable fallouts of the carryover effect of Nigeria’s 

prolonged military rule is the lopsided provision of the 1999 constitution regarding revenue 

generation and allocation (Jimoh, 2003). These provisions cede sweeping controls over revenue 

sources to the Federal Government and ensure it also determine the basis upon which such 

revenues are shared among the three tiers of government (Ekpo, 2004).  

 

As mentioned earlier in the course of this study, the challenge of finding an acceptable revenue-

sharing formula has been a common feature of both pre-independent and post independent 

Nigeria. Several attempts at managing or resolving this thorn issue have been made but none 

seemed to have provided the desired solution. These include the Phillipson Commission (1946), 

the Hicks-Phillipson Commission (1950), the Louis-Chick Commission (1954), the Raisman-

Tress Commission (1958), the Binns Commission (1964), the Dina Interim Revenue Allocation 

Review Committee (1969), the Aboyade Technical Committee on Revenue Allocation (1977), 

and the Okigbo Commission of 1979 (Agu, 2010, p.44). 

 

It is however apposite to state that no effort has been made to review the nation’s revenue 

allocation formula since the commencement of the fourth republic. The current regime of 

revenue-sharing was handed down by the departed military junta through the 1999 constitution. 

The constitution provides for a Federation Account into which all federally-collected revenues 

are remitted. Going by the current arrangement, after the removal of 13% derivation fund 

accruing to the oil producing states, the Federal Government, States, and Local Governments 

share the remaining fund in the order of; 48%, 28% and 22% respectively while 2% is kept as 

special funds (Agu, 2010). Evidently, this arrangement gives the lion share of revenues to the 

Federal Government even to the detriment of states and local governments who are kept in a 

disadvantaged position.  

 

4. MAKING A CASE FOR THE RE-ORDERING OF NIGERIA’S FISCAL 

ARRANGEMENT 

 

In heterogeneous society with asymmetric political cleavages such as ours, the federal principle 

is often consciously embraced and used to strike a balance between issues of national concerns 

and the ever increasing local needs and interests (Ijaiya, 1999; Elazar, 1976; Jinadu, 1975). In 

other words, the central authority is usually designed and positioned to harness and promote 
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collective issues and aspirations that confer national benefits while states and local governments 

exist to aggregate local interests and needs in a bid to deliver on services that benefit state and 

local residents (Olowononi, 1999; Friedrich, 1968).  

 

Against this backdrop, the importance of a fiscal regime that confers functional rather than 

dependent relationships among tiers of government cannot be underestimated. However, a 

cursory look at the current structure of Nigeria’s federal system revealed semblances of 

entrenched fiscal imbalances regarding the expenditure and revenue profiles of the central 

government and the federating states (Enahoro, 1999). In actual sense, Nigeria represents a 

potent case of over-centralization of revenue sources with total disregard to the realities of 

governance at the sub-national levels. Whereas a unique merit of the federal principle in a plural 

political entity like Nigeria lies in its ability to merge and/or harness national concerns and goals 

with asymmetric regional interests; a coalescence that can be achieved by aggregating local 

preferences at the sub-national units level through decentralisation of public expenditures and 

taxes power (Friedrich, 1968). 

 

It is opined that emplacement of a regime of decentralisation in the fiscal process has great 

potentials of bridging the gap between revenue means and expenditure needs of states and local 

governments (Odetunde and Adewoye, 1997). Through this, a leeway can be created for the 

lower levels of government to deliver more on their constitutional mandates and that guarantees 

them greater incentives to adequately to respond to peoples’ needs. Moreover, the current 

experience of fiscal federalism in the country shows that most expenditures covered by states and 

local governments are without regard to how such would be financed thereby creating a regime 

of over-dependence on statutory transfers from the Federal Government (Agu, 2010; Ekpo, 2004; 

Anyanwu, 1999; Alade, 1999; Olowononi, 1999).              

 

There is urgent need for a change in the realities portrayed in the foregoing if there is a genuine 

resolve for improvement in the ways many public goods and services are delivered in Nigeria, 

especially the quest for poverty reduction and sustainable development in the present age. For 

instance, a change in the federalism mindset for the nation’s political actors and leaders is 

required to cultivate and drive reforms in the desired direction. It is instructive to note that most 

unitary states now freely embraced the choice to federalize their economies through the agenda 

of open and competitive fiscal decentralisation in resource mobilisation and allocation (Agu, 

2010; Suberu, 2006). A case in view in this regard is China, a unitary state with a policy of 

decentralised economy anchored on local initiatives (Agu, 2010).  

 

Moving forward, reforms in the present structure of Nigeria’s fiscal arrangement are viewed 

from the angle of granting greater institutional powers and commensurate economic resources to 

the states and local governments. It is opined that this agenda has the potential to fortify and 

enhance their capacity to offer policies and programmes that reduce poverty because a larger 

spectrum of the extreme poor in Nigeria are domiciled in their domains (Agu, 2010).  

 

Increased institutional capacity and resources for states and local governments harbours 

innumerable potentials and incentives which help the cause of for poverty alleviation and 

sustainable development at the grassroots on the basis of the following: it makes available local 

provision which allows government to cater more and better to the tastes and needs of local 

residents; decision-making is localized and moved closer to the people for whom services is 

intended; efficiency and accountability in the delivery of services to the people is guaranteed; 

and lastly, opportunities for a more responsive and responsible governance is offered at the 
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grassroots when direct beneficiaries of a programme is involved in the design and 

implementation process.  

 

5.  CONCLUSION AND RECOMMENDATIONS 

 

The fiscal status of states and local government under the Nigerian Federation is that of over-

dependence on the central government, which is getting worsened by the continued imbalances 

in revenues and expenditure profiles of the three tiers of government.A development that seemed 

to have made it difficult for the lower levels of government to record significant results in 

poverty alleviation efforts. Meanwhile, sustainable poverty reduction programmes are better 

managed and administered by these two levels of governments due to their close proximity to the 

people (Chidozie and Onyemachi, 2014). Moreso, as evident in the literature, most dimensions 

of poverty across the nation reveal peculiar characteristics of different incidences of the socio-

economic plague (Ibrahim and Haruna, 2014). Thus, the national government needs to adopt a 

policy framework that limits what is centrally determined and controlled with regard to 

programmes targeted at alleviating poverty in favour of decentralised strategies. 

 

Beyond the perennial rhetoric, this study recommends that concrete efforts should be made to 

reverse the almost complete lack of functional revenue sources for the states and local 

governments. This can be achieved through clear-cut policy measures designed to address the 

existing skewed intergovernmental revenue structure characterised by overdependence on 

statutory transfers from the central government. The time is ripe for fiscal restructuring or total 

overhaul of the nation’s lopsided revenue allocation regime to reduce the mismatch between 

revenues means and expenditures needs of lower level governments. This can be achieved by 

ceding some of the revenue bases presently under the control of the centre to the subnational 

governments or at least allowing states and local governments to exercise substantial control 

over resources found in their domains. It noteworthy to state that Nigeria’s practice of federalism 

is counter-productive if the current regime of over centralisation of revenue bases persists, when 

unitary states such as Ghana and the Peoples Republic of China have freely embraced the choice 

to federalise their economies through a deliberate policy of fiscal decentralisation in revenue 

mobilisation and allocation by transferring such to the provincial authorities. 

 

Though strange but true, ceding more economic powers and resources to the subnational 

governments would also require reinvigoration of the anti-graft mechanism at that level to 

minimise or forestall mismanagement of scarce societal resources. This is because, given the 

Nigerian situation and the peculiarities of its leaders, even with an increased income or sharing 

formula poverty can still exists at the grassroots. Fiscal allocation in itself cannot end poverty or 

leads to sustainable development. The genuine interest of subnational governments to serve the 

people is pivotal in the quest to alleviate poverty at the grassroots. However, when such is 

lacking, legal frameworks are necessary to entrench probity and accountability in governance.  

 

Overall, a change in the federalism mindset for states and local governments regarding statutory 

allocations from the federation account is also needed to attain minimum level of self-sufficiency 

in revenue generation and mobilisation. Getting the Internally Generated Revenues (IGR) system 

to work in favour of the states and local governments is attainable but requires much of hard 

work. These levels of government need to re-strategize their internal revenue collection drives to 

achieve self-sustaining income generation to fund their programmes. It is noteworthy to mention 

that statutory transfers from the centre will still be insufficient even if funds in the federation 

account are to be shared more equitably. 
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Abstract  

Local government as the third tier of government in Nigeria remains the closest to the 

people and it is created to assist the people to meet the basic needs (economic activities; 

social service provision: education, health among others). Evidently, the local 

administration of governance in Nigeria over the years has been challenged by the 

interference of the other tiers of government in its service delivery responsibilities. 

Thus, the focus of this study is to assess the role of local government in economic and 

social development of rural areas in the fourth republic (1999-2019). The study relies on 

secondary source of data gathering which include journals, text books, official gazette, 

official documents and some official documents. The study revealed heavy political 

interference in the finance and administrative responsibilities of the local government 

which has affected economic and social development of the rural areas. Thus, it 

recommends among others a financially autonomous local government in Nigeria.  

 

Keywords:Local Government, Economic, Social, Development, Sustainable 

Transformation 

 

 

1.  INTRODUCTION 

The creation of local government is justified under various perspectives which include the 

presumed superiority capacity of local people to understand and control their own local affairs. 

Ola (1984) posits that each locality has its own economic, social and physical advantages and 

disadvantages, historical tradition and stage of social and economic evolution, way of life, 

customs, beliefs and orientation within the larger context of national culture. Thus, the 

enhancement of rural areas may not materialize without factoring the role of local government. 

Notably, the improvement of the standard of living of those earning lower income who resides in 

rural areas and initiating various ways of facilitating human development that involve social and 

capital development brings self-sustaining activities (Ovaga, 2009: 250). However, in this study, 

economy, social development, rural areas, are the key variables to be examined with local 

government playing a moderating role between the government and the people.  

 

Shortly after the era of indirect and native authority systems, there was the great reform decree in 

1976 which made local government financially tied to the federal government as it among others 

recommended grants to the local government towards their operating expense (Ola, 1984: 89). 

Even through the various military and democratic administrations despite state creations and 

other public service reforms, higher tiers of government still play significant roles in the funding 

of local government (Abioro and Muraina, 2018). Meanwhile, the Nigerian economy before 

independence through the late 1970s solely depended on agriculture and shortly after crude oil 

was discovered, it became the country’s major source of revenue, eventually, and it made 

Nigeria a mono economy state as a result of the neglect of the other sectors (Abioro, Akinyemi 

and Abiodun, 2020). 
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However, the operation of State Joint Local Government Account System as provided by the 

section 162 of the 1999 Constitution of the Federal Republic of Nigeria as amended lives much 

to be desired, as State Government in Nigeria have seen this as an opportunity for manipulating 

and tampering with the local government allocations from federation accounts in the name of 

special deductions in the JAAC system. Instead of acting as a check to the efficient financial 

management of funds accruing to the local government councils from the federation account, the 

state is rather engaging in the deduction of the local government council funds through the Joint 

Allocation Account Committee (JAAC) (Bright and Robinson, 2014).However, the main thrust 

of local government in economic and social development according to Atakpa, Ocheni and 

Nwankwo (2012: 95) is to extend social services and the development of rural infrastructure to 

the grassroots. Whereas Okafor, Chukwuemeka, and Udenta (2015) notes that local government 

will be relevant in the consolidation of local effort through participation with a view to 

increasing economic and social status of the citizens. Another indicator of socio-economic 

development in the rural area is education. The local government is empowered constitutionally 

to construct, maintain and staff the primary schools in their respective areas. This includes the 

payment of salaries for teaching and non – teaching staff in primary schools (Adedire, 2014: 6). 

 

That  Section  7  of the  1999  

constitution  of  the Federal  Republic  

of  Nigeria be  amended  to  relieve  

the Local  Government  

Councils from the apron of the State 

Governments.  

ii.The  Joint  State /  Local 

Government  Account  be  abolished  

and  allow local  Government  to  

receive  their  allocation  directly  

from Federal Account. 

That  Section  7  of the  1999  

constitution  of  the Federal  Republic  
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of  Nigeria be  amended  to  relieve  

the Local  Government  

Councils from the apron of the State 

Governments.  

ii.The  Joint  State /  Local 

Government  Account  be  abolished  

and  allow local  Government  to  

receive  their  allocation  directly  

from Federal Account. 
 

2.  LITERATURE REVIEW 

 

Understanding Governance, Local Government and Socio Economic Concepts# 

 

Governance is referred to as the processes of interaction and decision-making among the actors 

involved in a collective problem that lead to the creation, reinforcement, or reproduction of 

social norms and institutions (Hufty, 2011). In broad terms, it is about the institutional 

environment in which citizens interact among themselves and with government agencies/officials 

(Institute for Development Policy Analysis and Advocacy, 2001). The manner at which the 

effectiveness of public policies and strategies is attained especially in service delivery and 

governmental institutions is determined by institutional and human capacities for governance. 

This emphasizes the need for an effective governmental institutions and participation of people 

in governance that justifies the essence for the creation of local government. As observed by 

Sapru (2002) if government takes proper initiatives to both social and economic sector, the 

development of the countries would be ensured. 

Hufty M (2011) Investigating policy 

processes: the Gov- 

ernance Analytical Framework (GAF). In 

Wiesmann 
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U, Hurni H (eds) Geographica Bernensia, pp. 

403–424. 
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Whereas, local government is a product of decentralized administration and it remains the 

government at the local level that operates through an appointed or elected representative 

established by law to exercise specific powers within defined area. A local government is a 

political and administrative unit which is empowered by law to administer a specified locality. It 

involves a philosophical commitment to the idea of community participation and involvement in 

government at grassroots level which in turn will engender the needed socio-economic 

development of rural areas (Agbakoba, 2004). Also, it is responsible for the creation of 

appropriate and conducive environment in which all sectors of the economy can perform 

optimally and it is this catalytic role that propelled governments all over the world to search 

continuously for better ways to deliver services (Aluko, 2011). Economic and Social 

development is reviewed simultaneously because both form the concept of socio-economic 

indicators. The idea is drawn from the fact that the most fundamental rationale for creating local 

government anywhere in the world is to employ it in taking responsibility for the development of 

the rural areas directly and also contribute indirectly to the development of the nation. It involves 

both physical change and improved competence of people. It also entails improvement in the 

socio-economic and technological systems that operate in a given country. Also, the economy 

and social developments in rural areas are elements in the sustainable development target of the 

United Nations Development Programme-2015 which starts with safe, healthy and well-educated 

children. It puts the children at the heart of social development; as well as safe, healthy and well-

educated children. However, local government can only develop in a social manner if the basic 

needs and rights of citizens including children, particularly the poorest and most vulnerable are 

met. Evidently, investing in economy and social development of local government yields high 

and long-lasting returns, not only for individuals and families but for entire societies and for the 

generations to come (Sachs, 2015). 

 

Theoretical Framework 

 

Fiscal federalism theory was originally developed by a German-born American economist 

Richard Musgrave in 1959. Musgrave argued that federal government systems have the ability to 

solve many of the issues local governments face by providing the balance and stability needed to 

overcome disruptive issues like uneven distribution of wealth and lack of widely available 

resources. Musgrave further theorized that federal governments should manage a nation's money 

from the top and give it to states, who can distribute it locally as needed. This theory stresses on 

the relationship of the three levels of government but limits this relationship to the distribution of 

resources among the different levels of government. Thus, the gap necessitated the adoption of 

the New Public Management (NPM) for the study. The theory was coined by Hood Christopher 

in 1991. In the same way, scholars such as Gerald Caiden, P. Hoggett, C. Pollitt, R Rhodes, R. 

M. Kelly, P. Aucoin and L. Terry have contributed to its development. According to Hood 
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(1991) NPM is an approach to running governmental organisations and public service 

institutions and agencies, at both national and sub-national levels to achieve efficiency.  

 

The term was first introduced by academics in the United Kingdom and Australiato describe 

approaches that were developed during the 1980s as part of an effort to improve efficiency and 

effectiveness. Also, Polya (2016) sees the NPM theory as a public governance theory with the 

main principle of effective and efficiency of governmental agencies. The theory is adopted as it 

encourages effective relationship among the levels of government and also encourages each level 

of government to manage its own common affairs. It is aimed at effecting a substantial change at 

the local governmental level, given that local governments are more likely to enhance social-

economic development of rural areas if their constitutional duties are effectively performed 

(Enrique, 2015). Furthermore, local government is specially orientated towards public service 

benefits, which are clearly identifiable in their operation methods and results, as well as their 

direct link with the people as the intermediary government between the people and the state.  

 

3.  METHODOLOGY 

This study draws on secondary sources of data that includes journals, text books, official gazette, 

and some official documents that discussed the role of local government; and financial autonomy 

specifically as it involves the development of rural areas in Nigeria. Wherein, deductive analysis 

and interpretation were adopted. The study contains sections that discussed governance, local 

government and socio economic concepts; explanation of the choice of theoretical framework; 

Nigerian local government: swimming against the tides; as well as the role, responsibility and 

relevance of local government in Nigeria. Other sections include a discourse on enhancing 

economic and social development of rural areas through the local government that precedes the 

conclusion and recommendations. 

 

4. NIGERIAN LOCAL GOVERNMENT: SWIMMING AGAINST THE TIDES 

The history of local government system in Nigeria dates back to the colonial era. Although 

contact with Europeans dates back to the fifteenth century, it was not until 1861 before the first 

steps were taken to establish an administration by Britain. Of note, the colonial administration 

that was established was based on indirect rule which requires the administration should be 

carried out through traditional rulers and institutions (Otive, 2009). As at the period of 

decolonization, the first popular elected local government council based on the British Whitehall 

model emerged in Lagos and the former Eastern and Western regions (1950-55) (Abdullahi 

2015). Therein, comprehensive functions were given to the councils and these functions include 

primary education, primary health care, security, judiciary, personnel and general administrative 

matters which was in line with the implementation of the colonial government's ten-year welfare 

and development plan from 1946-1956 (Nwabueze, 1982: 20-21). At the attainment of 

independence, a decline in the status and functions of local authorities was noticed during 1960-

1966. In the former Western region, the local government Amendment Law of 1960 abolished 

the powers of councils to levy education and general rates on the basis of need. In Lagos for 

instance the revenue of the local councils was observed to have reduced due to the high rate of 

default in the payment of property rates including government institutions. In the Eastern 

Nigeria, similar footsteps from Western region and Lagos were pursued. Unlike the situation in 

the North which seems better, and this made it to enjoy a remarkable historical success of 

indirect rule, there were gradual changes in the structure of the councils with increased in 

numbers of elected or appointed non-traditional office holders becoming members of local 

authorities (Olanipekun, 1988; Abdullahi, 2015). Prior to this, the local authorities had a steady 

and firm administration that gave the enablement to assume proper responsibility with some 
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degree of success. Thus, in the post-independence era, the consequences of the need to have solid 

local government that is concerned with the need of the people became necessary. 

To maintain effective local government, the federal government introduced the local government 

reforms of 1976. The objectives are to: 

i. make appropriate services and development activities responsive to local wishes and 

initiatives by devolving or delegating them to local representative bodies; 

ii. facilitate the exercise of democratic self-government close to the grass roots of our 

society and to encourage initiative and leadership potential; 

iii. mobilization of human material resources through the involvement of members of the 

public in their local development; and 

iv. provide a two-ways channel of communication between local communities and 

government (Osuebi, Nwachukwu, Arinze, & Nnadi, 2019). 

 

As observed in the 1976 Guidelines for Local Government Reforms where local 

government is conceptualized as government at local level exercised through 

representative council established by law to exercise specific powers within defined 

areas, these specific powers supposedly gives the council meaningful and adequate 

control over local affairs. These includes staff, institutional and financial powers to 

initiate and direct the provision of services and to determine and implement projects so as 

to complement the activities of the state and federal governments in their areas and to 

ensure thorough devolution of these functions to these councils and through  the active 

participation of the  people and their traditional  institutions  that  local  initiative  and 

response  to  local  needs  and  conditions  are  maximized. The local government was no 

longer an appendage or field office of the state government. Meanwhile, before a local 

government can be characterized as autonomous certain features must be observed and 

this includes among other things the ability to make its own laws, rules and regulations, 

formulate, execute and evaluate its own plans and the right to recruit, promote, develop 

and discipline its own staff, including funding its own projects. 

 

The imposing influence of federal and state governments on local government has 

resulted in an appendage status. This has equally affected local government 

administration and rural development overtime. It no doubt extend to the financial 

relationship often determined through the offices of Local Government Affairs, the 

Ministry of Local Government, and the Local Government Service Commission among 

others. This unfortunately has led to the encroachment on the legitimate revenue sources 

of local government, its powers and responsibilities (Enyi, 2014: 100).  

 

It is important to note that from 1976 onwards successive military regimes found it 

necessary to create more local governments from the existing ones. In 1976, it was the 

Obasanjo administration; and in 1991 the Babangida administration; so also, in 1996, the 

Abacha administration (Jacob, Aderonke, Abiodun and David: 2013). The events that 

took place from 1998 onwards clearly explained the influence and self-imposed 

discretion on local government by the federal and state governments. The issue of control 

on local government includes such as tenure of office; power to create council; and 

allocations for its effectiveness became major issues between federal and state 

authorities.  For instance, the law provides for three year tenure in office (The Basic 

Constitutional and Transitional Provisions Decree No.36 of 1998) as against the four year 

single tenure for federal and state executives. Though, the National Assembly extended 

the tenure of local government officials by legislation, the Supreme Court quashed the 

legislative authority and held that, no law by the National Assembly can increase or alter 
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the tenure of elected officers of local government(Abdullahi, 2015). Also, contestation 

over creation of local government resulted to a legal battle between the Lagos state and 

the federal government in the earlier part of the fourth republic and it took the Supreme 

Court to rule over it. 

 

5.   ROLE, RESPONSIBILITY AND RELEVANCE OF LOCAL GOVERNMENT 

INNIGERIA 

Abioro & Adefeso (2014) and Olowu (1988) have identified roles of local government in 

development to include: inculcating in people positive citizenship, activities such as 

consideration, self-control, community responsibility as well as identity; providing basic 

community services which will both improve the quality of people’s lives and enable the 

community to generate and attract economic activities; and helping people especially rural 

dwellers to organize themselves for the mobilization and effective management of community 

resources and central government programs respectively. The responsibility of local government 

in Nigeria is statutory and enshrined in the constitution of the Federal Republic of Nigeria. Also, 

Agba, Akwara, and Idu (2013) express that local government is established to perform some 

specific economic and social functions which has been highlighted in the Fourth Schedule of the 

1999 Constitutions of the Federal Republic of Nigeria, that is: 

 

(a) the consideration and the making of recommendations to a State commission on economic 

planning or any similar body on – 

 (i) the economic development of the State, particularly in so far as the areas of authority of 

the council and of the Stateare affected, and 

      (ii) proposals made by the said commission or body;  

      (b) collection of rates, radio and   television licences; 

      (c) establishment and maintenance of cemeteries, burial grounds and homes for the   destitute 

or infirm; 

       (d) licensing of bicycles, trucks (other than mechanically propelled trucks), canoes, wheel 

barrows and carts; 

(e) establishment, maintenance and regulation of slaughter houses, slaughter slabs, markets, 

motor parks and public conveniences; 

(f) construction and maintenance of roads, streets, street lightings, drains and other public 

highways, parks, gardens, open spaces, or such public facilities as may be prescribed 

fromtime to time by the House of Assembly of a State; 

(g) naming of roads and streets and numbering of houses; 

(h) provision and maintenance of public conveniences, sewage and refuse disposal; 

(i) registration of all births, deaths and marriages; 

(j) assessment of privately owned houses or tenements for the purpose of levying such rates 

as may be prescribed by the House of Assembly of a State; and 

(k) control and regulation of - 

(i) out-door advertising and hoarding, 

(ii) movement and keeping of pets of all description, (iii) shops and kiosks, 

(iv) restaurants, bakeries and other places for sale of food to the public, 

(v) laundries, and 

(vi) licensing, regulation and control of the sale of liquor. 

The functions of a local government council shall include participation of such council in the 

Government of a State as respects the following matters - 

         (a) the provision and maintenance of primary, adult and vocational education; 

         (b) the development of agriculture and natural resources, other than the exploitation of 

materials 
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         (c) the provision and maintenance of health services; and (d) such other functions as may 

be conferred on a local government council by the House of Assembly of the State. 

 

 Following Abioro and Adefeso (2014: 80) the clear and specific functions expected of 

local government are: to make appropriate services and development activities response 

to local wishes and initiatives by developing or delegating them to local representative 

bodies; to facilitate exercise of democratic self-government close to local levels of our 

society, and to encourage initiative and leadership potentials; to mobilize human and 

material resources through the involvement of members of the public in their local 

development; and to provide a two-way channel of communication  between the local 

communities and the government. 

 

6. ENHANCING ECONOMIC AND SOCIAL DEVELOPMENT OF RURAL AREAS 

THROUGH THE LOCAL GOVERNMENT 

 

 Understanding economic and social development concepts in the field of social sciences 

represent what is termed as socio-economic development. However, socio-economy has 

so many indicators including economic status whichdenotes the position of an individual 

in a community with respect to the amount of cultural possession, effective income, 

material possession, prestige and social participation (Michael, 2016). This also includes 

the status of human capital development that covers the employed, developed, and 

empowered or the other way round. Also all the indicators of development are absolutely 

fused into economy or social development including health services, road, schools, 

among other social amenities and infrastructure (Abioro & Daramola, 2018; Abdullahi, 

2015).  

 

 Of note, the local government especially in developing countries has key roles in the 

enhancement of certain infrastructural services including transportation because many 

roads in rural areas come under the authority of local governments. Also, local 

government activities have influenced and provided framework for street lighting, 

sanitation and waste management, improvement of human capital and its productivity, 

Primary Health Care essentialism, thus bringing health care closer to people at the 

grassroots (Diejomaoh, and Eboh, 2012:14). Apart from the major involvement of local 

government in providing basic amenities, the changing society and increasingly diverse 

nature coupled with complex interpersonal relation has placed it at advantage in forming 

new leadership, institution, and local networks. Further, it has assisted in poverty 

alleviation of rural areas and it is empowered to make decisions and set directions for 

promoting socio-cultural, environmental and economic well-being of their rural 

communities (Aderonmu, 2010: 206). Also, Adeyemi (2013: 252) posits that social 

development is synonymous to freedom in any society. Thus, it comes with freedom from 

diseases, hunger, poverty, illness, illiteracy, ignorance and insecurity. 

 

 Evidently, the local government has assisted in ameliorating surge in diseases, hunger, 

poverty, illness, illiteracy, ignorance and insecurity (Abioro and Muraina, 2018; 

Adeyemi, 2013). Thus, Coker and Adams (2012:5) observed that local governments in 

Nigeria have enhanced mobilization of local resources, promoting social and economic 

improvement and development as well as national integration. It is important to note that 

local government is involved in formulating regional policies that affects rural area with 

respect to agriculture and selected industries thereby helping to ameliorate unemployment 

in the society. Coker and Adams further explained that local government has enhanced 
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the generation of revenue, developing planning, budgeting, community mobilization and 

provision of social services. Also, the economy of the rural areas have been enhanced by 

local government through citizen engagement in the collection of rates, radio and 

television licenses, establishment and maintenance of cemeteries; licensing of bicycles, 

trucks, among others. 

 

 In the opinion of Agbodike, Igbokwe-Ibeto, and Nkah (2014), the local government being 

the government at grassroots that is nearest to the citizens is one of the best agencies that 

can generate inspiration and encouraging mobilization for self-help and social 

development. Further, Agbodike et al (2014) noted that the local government is a viable 

enhancer for social and economic development. Though it has influenced poverty 

reduction, increased the standard of living of the rural dwellers, provided social 

amenities, and enhanced the participation of the local citizens in socio-economic 

activities that concern them, it definitely has the capacity to do better. Similarly, Agba, 

Akwara and Idu (2013) observed that the local government has enhanced social 

development at the grassroots.  

 

7.  CONCLUSION AND RECOMMENDATIONS 

 

This study concludes that the enhancement of social-economic development of rural areas is 

possible if an effective local government is entrenched and given the needed resources to 

perform its constitutional duties. Of note, local government in Nigeria remains an extended 

institution of the state just as the practice is many federal states like the United States, France, 

and Ghana among others. In principles, the local government is grassroots oriented and that has 

always influenced the relationship even across regimes and administrations. Furthermore, the 

local government has always been designed to address issue of economic and social development 

at the grassroots because the social-economic functions of the government at higher levels would 

not be visible without the representation at the rural areas.  

 

Lastly, a legislative intervention through a constitutional amendment that will repeal section 162 

(6-7) of the 1999 Constitution of the Federal Republic of Nigeria which introduced the Joint 

Account Allocation Committee (JAAC) system operated by the State and Local Governments in 

Nigeria is essential. It has no doubt created a master-servant relationship between the local 

government and other levels of government. Thus, with improved financial capacity and 

responsibility, local government will be better placed to deliver on its mandate of socio and 

economic empowerment for the rural areas. 
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Abstract 

Since the declaration of support for Sustainable Development Goals (SDGs) by many 

countries, considerable efforts from key global development players and developing 

countries like Nigeria have been exerted on the implementation of Goal-1, in order to 

reduce poverty and hunger which have constituted insurmountable problems in Nigeria.  

Despite many policy measures and poverty reduction efforts by the governments, civil 

organizations and philanthropists to stem the ugly tide of hunger and poverty, the efforts 

have remained futile. Therefore, the paper offered policy alternative to actualise goal-1 

of the SDGs to reduce poverty and hunger in Nigeria, through the use of local 

administration, in manners that real development and poverty alleviation measures are 

enjoyed by the people at the local level. Data was obtained through secondary sources. 

Adopting the theory of localism as an explanatory framework, the paper analyzed the 

intersection between rising poverty index and the failure to appropriate the gains of 

local administration and concluded that the implementation of Goal-1 of the SDG has 

remained utopian due to usurpation of local government powers, poor elites approach to 

governance, corruption and exclusions of the rural dwellers in the policy formulation 

and implementation. The paper recommended strong constitutional enforcement of local 

government autonomy, special anti- corruption courts and a bottom- up approach to 

governance through local and native administrations. It concluded that local 

government system in Nigeria is characterized by dysfunctional power structures that 

has resulted to growing poverty and that Goal-1 of the SDG would be easily achieved 

through efficient local administration and strong advocacy for good governance in a 

bottom-up approach to policy implementation. 

 

Keywords: Corruption, Hunger, Local Administration, Poverty, Sustainable 

Development 

 

1.  INTRODUCTION 

Poverty is a global phenomenon, although the severity and dimensions of it in many countries 

varies and the adduced factors for such life misery are subject of veers opinions from many 

scholars. According to the United Nations Human Development Report (UNHDR, 2020), 

poverty is not defined by color, race or gender, but the said variables can influence the 

propensity of it. It is in response to the need to eradicate widespread poverty,  human indignation 

and poor conditions of living that the United Nations (UN)and accredited members agreed to the 

pertinent need to eradicate it around the world by the year 2030. This signaled the birth of Goal 

1- eradication of extreme poverty for Sustainable Development. The Sustainable Development 

Goals are part of the universally declared global goals; that development should be 

mailto:adebajoaa@tasued.edu
mailto:oyekanmiabdullahi655@gmail.com


4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

546 
 

encompassing, interrelated and not skewed to the advantage of one  country or continent over 

others (United Nations Human Development Report, 2020).  

 

According to Oyekanmi, Moliki & Dauda (2019), Sustainable Development is the aggregated 

global efforts superintended over by the UN towards making sure that development in all strata 

reach even the farthest of places in Europe, South America, Asia and the remotest areas of 

Africa. As a pragmatic cause of global action, the Goal-1 of the 17 goals is a declaration of war 

against extreme poverty and hunger. In response, many sovereign states of the world and 

members of the United Nations have demonstrated clear commitment in policies and actions to 

address the rising incidents of poverty and poor conditions of living of their people. These efforts 

have improved the living standards of the people and overall good life has appreciated, most 

especially in the developed countries such as United States, China, Britain and France(United 

Nations Human Development Report, 2020). Conversely, the same turn of good fortunes cannot 

be associated to the underdeveloped countries in Africa and Nigeria specifically. Worthy of 

mention is that out of the 15 countries identified by the UN as the flashpoints of extreme poverty 

in the world, 13 of them are in Africa (UNDP, 2019) 

 

Despite being a key member of the UN and signatory to the charter of sustainable development 

Goals, Nigeria's position on the global poverty index has remained very high compared to the 

available natural and human resources and numerous fiscal commitments to critical areas of 

governance, including several policy measures (Waheed, 2017). According to National Bureau 

of Statistics (2019), of the 180 million Nigeria’s population, 86.9% are in abject poverty and 

penury. The UNDP (2019) global report of poverty index also described Nigeria as a leading 

capital of poverty in the world. The reality of the assertions have manifested seeing that citizens 

across the North and the South have continued to wallow in abject poverty, penury and misery 

(Shery & Paul, 2019). This has become unacceptable, when issues of development are in top 

priority in other countries. 

 

It has been posited that no meaningful development can be achieved if critical efforts are not 

geared towards the reduction of poverty in Nigeria (Mahmud, Fajana and Aledeh, 2017). In 

response, local administration which dwells on the bottom-up approach to governance is 

identified as the alternative best ways to improve the fortunes of the people, ease proper 

implementation of poverty alleviation programmes and place the real victims of poverty at the 

center of profiteers of local administration (Oyekanmi, 2016). This is not to discountenance the 

statutory roles of local government, a supposed third tier of government. However, the many 

contraptions, constitutional logjams and over bearing nature of other levels of government have 

rendered the democratic benefits from local government to the locals ineffective and rhetorical. 

For instance, in the areas of federal allocation and local government elections, the state 

governments have covertly paralysed the local government’s activities and merged its activities 

with her own. This has further exacerbated the spate of poverty and increased social exclusion of 

the people at the grassroot from determining their fate. Hence, the paradigm shift to local 

administration is sued for in order to actualise the Goal -1(poverty reduction) of the Sustainable 

Development to reduce poverty and accelerate development in Nigeria. 

 

2.  LITERATURE REVIEW 

Conceptual Definitions 

Poverty 

Poverty is the incapacitating conditions of people, wherein they are unable to provide for self-

basic needs like food, clothes and shelter. It includes lack of effective ability to participate in 

critical decisions regarding self dignity and enjoyment of good life (Waheed, 2017). Poverty is 
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not limited to reduction in the purchasing power of people to afford the basic needs of life alone; 

it also affects the strength and dignity of such individuals to actively participate in any given 

activity of the society (Onah, 2006) 

 

The above definition is encompassing as it does not restrict the understanding of poverty to lack 

of food, cloth and shelter. Although,  it failed to give an hint on why people are poor. Are people 

poor by choice or through government irresponsibility? The word poverty is of many strands; 

relative and absolute, depending on the degree of its effects on the general living condition of the 

people and available pragmatic measure to cushion such effects . It suffices to state that poverty 

is linked to individual ability to appropriate and explore personal capacity and prevailing socio-

political and economic structures for self satisfaction and improved life. Poverty is not solely 

insufficient money or poor income of individuals.  It includes situations where the available 

infrastructure, health care system and welfare programmes fall short to the needs for human lives 

and dignity (Waheed, 2017). The manifesting signs of poverty in Nigeria have been measured 

through the poor standard of living of the local people, when compared with the policy response 

to eradicate poverty by local government. 

 

World Bank (2019), sees poverty as the deprivation of human from living a life of dignity and 

self fulfilment in health, material consumption and security. However, the assertion is a tacit 

agreement that poverty is a product of institutional failure to perform important responsibilities, 

leaving out individuals weaknesses and capacity to maximize opportunities through innovation.  

Of a fact, many who live in shanties and slums can easily blame their deplorable lifestyles on 

government, for not providing them with clothes and shelter. The emerging liberalism, 

individualism and free market economy is a paradigm shift from state centric approach to 

governance, individuals can only escape poverty line by the ability to identify opportunities in 

creating values for the government, society and self dignity. Akinola (2017) supports that 

poverty can be a self inflicted condition and naive choice to abandon material inclinations to life, 

in a show of spirituality and demonstration of holiness as practiced by monks. 

 

Local Administration 

Oniyegun (2009) sees local administration as a collegiate of appointed individuals trusted with 

the mandate to implement certain government programmes and policies in relation to the 

management of local affairs and actualising community interests. Herein, the nomenclature of 

local administration lack legitimacy in the context of local government studies as a result of the 

non-elective status of those referred to as the trustees of local affairs. In clear terms, local 

administration involves activities such as policy formulation, implementation and performance 

review that takes place at the sub-division level of the state as driven by civil servants, civil 

society volunteers and native authority (Adewusi & Adenuga, 2020).  

 

In the submission of Biyi (2005), local administration is the running of local government 

businesses by non-elected public officials who have no sense of accountability to the electorates. 

Local government or governance with all the embedded democratic qualities is wrongly being 

applied in Nigeria as evidenced in literature (Ogundeko, Taiwo & Awodile, 2017; Waheed, 

2017; Oyekanmi, 2016). In many cases, community efforts by private individuals have yielded 

more development above the performance index of elected local government officers and 

administrators (Wogu, 2016).  

 

Local administration is a connecting word whose values and benefits are clearly rooted in the 

ease at which the immediate needs of the downtrodden are given attention. This is not the 

measuring of the performance of the third level of government in federal structure alone, it 
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encompasses areas of decisions making whose purposes and method grow from the fundamental 

issues of the local people. Local administration includes coordinated efforts at the local level that 

draw concessional powers from other administrative structure. It is the governing of men and 

management of community affairs  

 

Sustainable Development 

Sustainable Development is an evoked term denoting universal response to the deteriorating 

environmental conditions and degraded values for human lives in almost all societies and in 

global hemisphere. The coinage of the word symbolizes the determination to renew existing 

development, protecting lives from environmental hazards and improving lives generally across 

the globe (Moliki & Oyekanmi, 2020). 

 

Bellu (2011) sees sustainable development  as the careful  planning of the socio-economic 

development and the welfare of the people in a way that the prosperity and development of the 

future is not truncated by today's economic policies and interaction with the ecosystem .  The 

development in view is social, cultural, environmental, political and economically considered. 

Purvis and Grainger (2004) posit that sustainable development  is the systematic integration of 

all values to engender global equal development in manners that appropriated environmental 

resources are utilized to preserve the developmental opportunities of the imminent generations. 

In the word of Awudu and Agwadu (2018), sustainable development deals with the minimization 

of the exhaustible resources, making sure that the explorated values are used to generate 

renewable income and development for imminent generations. It can be inferred herein that 

Sustainable Development is a redistributive approach to global governance, wherein core 

developmental ideas are fanned into working policies and collaboratively monitored to engender 

appreciable development in the world. It measured standard of good life and offer extensive 

knowledge to making such envisioned standards acceptable by members of the United Nations 

(Oyekanmi, Moliki & Dauda, 2019). 

 

Corruption 

Vito, as cited in Ademuyi (2019) opined that corruption is the intentional non-compliance with 

the arm’s-length principle aimed at deriving some advantage for oneself or for related individual 

from this behavior.  He stressed three element of his perception of corruption. The first element 

deals with the arm’s-length principle  that personal or other relationship should  not affect the 

economic decisions with effect on many others ; that  equal treatment of all economic agents is 

sacrosanct  for a  proficient  economy , that preferential treatment in the allocation of values is 

contrary to the arm’s-length principle and fulfills a necessary condition for corruption. If there is 

no bias, there is no corruption. 

 

The word corruption is anathema in socio-economic and political discussion. This explains why 

individuals and government officials whose actions and policy contradicts social values often try 

hard not to be associated with it. As noted by Wogu (2016), corruption is characterized as 

lawlessness, manipulation of process and discrete appropriation of the gains of many. Akinlabi 

(2015) noted that there are two dimensions to corruptions in Nigeria, which includes; political 

corruption and administrative corruption. Political and administrative corruption is interrelated, 

as those who manipulated electoral processes or involved in budget padding have not only 

committed political corruption, the negative effect of such atrocities on the economy would be 

far damaging. There cannot be discussion on administrative or bureaucratic corruption without 

the lexicon of nepotism and reward for mediocrity in Nigeria public institutions. Undoubtedly, 

when corrupt practices are unchecked, it becomes difficult to address the issue of 

underdevelopment and poverty with clear policy directives and fruitful result. Corruption has 
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moved from being a super-structure problem of the federal and state government in Nigeria, it 

has become the permanent feature of Nigeria's local government administration which has added 

up to the rising poverty profile of the country. 

 

Theoretical Underpinning 

This paper adopted localism theory to explain the best ways for government to implement and 

domesticate poverty eradication goal 1 of the SDGs in Nigeria. The theory is premised on the 

assumption that association with democratic values encourages active involvement of people in 

decision making process. The proponents of the theory in the 20th century are Wendell Berry 

(1934), Kirkpatrick Sale (1969) and Leopold Kohr (1973). According to the proponents, localism 

stems from a wide range of movements and concerns, and it proposes that by re-localising 

democratic and economic values to the local level, social, economic and environmental problems 

would be easily identified and solutions will be come by at ease. 

 

Localism has received contributions from scholars and political activists (Ibietem & Ndokwu, 

2014) who subscribed to the idea of democratising the local entities, empowering the local 

government resourcefully and giving them the capacity to execute their duties which will affect 

development from the various localities outwardly to the entire nation. However, Localist Theory 

is not only a theory of democratic ethos and good governance, it offers strong claims for the need 

to prioritize the welfare of the people at the local level as it deals with the core needs such as 

capacity over hunger, poverty and opportunity to decent life. Localism as a political theory is a 

bottom- up approach to governance and identification of  the problem of the people which is a 

preference over centralization of power to other higher levels of government and uneven 

appropriation of the gains of government policies by the political elites and the lucky middle 

class which formed the crux of local government problems. Ibietem (2014) claimed that 

Localism brings the need for local government autonomy to the fore discussion, for efficient 

service delivery. Waheed (2017) posits that local culture, needs of the locals and interests 

deserve to be factored in the policy making process of the other levels of government if 

government efforts in governance are to be felt. The current realities in the Nigerian political 

structure having undermined the local government, has been experiencing shortage of social 

service delivery which mostly emanates from the local level and which has exposed the people at 

the local to vulnerable existence due to rigid control from the state and federal government. This 

further corroborates the findings of Ibietem (2014). 

 

Ezeani (2014) opined that localist perspective like the traditional public administration has 

developed a forceful case for autonomous elected local authorities.. This was corroborated by 

Jones and Stewart (cited in Stoker, in Ezeani, 2004) as  strong proponents of the localist 

perspective established a strong defense for the local administration that local governance  is 

rooted in the belief that there is value in the spread of power and the involvement of many 

decision makers in many different localities; Diffusion of power is a fundamental value and local 

authorities as elected bodies can represent the dispersion of legitimate political power in the 

society and that there is strength in diversity of response from people to their needs. Although, 

needs vary from locality to locality, as do wishes and concerns. Local government thus allows 

these differences to be accommodated and attended to. Diversity is also important because it 

provides scope of learning. Local authorities can learn from each other’s different patterns of 

provisions, experimenting and pioneering (Stoker in Ezeani, 2004:46)The Localism Theory has 

excessively romanticized the need to always consider the local demand and involvement of local 

leaders in the decision making process, without a convincing argument to vouch for the logical 

prowess and experience of the local people to identify what is best for them and the larger 

societies.  In truism, the global politics revolves around the protection of national interest 
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through series of rethought macro policies, hence acceding to the sentiments of the local people 

above the national preference is counterproductive to good governance, guided by experience 

and wide range alternatives. However, the theory is applicable to the paper as it provides valid 

claims that when the people at the local level are considered in the policy formulation by higher 

level of government in a bottom-up approach to governance, including adequate monitoring of 

government programmes on poverty alleviation, faithful implementation for the people whom it 

was intended for, only then would government efforts on development manifest.  

 

This reality is on the fact that many government efforts, international contributions, loans and 

grants of civil societies to cause a reversal in the geometric growth of poverty and the 

monumental contributions of the Sustainable Development Goals have been skewed and 

monopolized by the central authorities and opportunist elites. Hence, localist theory has come 

handy with its strong commitment and demonstration for good governance, empowerment of 

local administrators and proper monitoring of special policies  intended to better the  lives of the 

people. The theory as noted by Ayinde, (2016) has identified regular pattern of relationship 

between the need for proper, independent, strong and fiscally favored local administration and 

overall government policies, most especially the need to implement SDGS policy on poverty 

eradication and improve the lives of the people. 

 

3.  CHALLENGES OF IMPLEMENTING SDG-1 IN NIGERIA 

 

Despite the novel and impressive goals-1“ no to poverty"  on the need to universally partner to 

reduce poverty in the world, Nigeria still lag behind in the translation of that goal to reality due 

to manifestation of poor leadership pervading the body polity. According Global Poverty Index 

(2020), 89.6 % million Nigerians are enmeshed  in multidimensional poverty, more often than 

not, when poverty alleviation policies are formulated, there are claims that such policies are 

poorly implemented in ways to deepen and increase the problems so identified to solve (Gery & 

Garry, 2016; Chuka, 2015). 

 

Poor Leadership 

The Nigerian state is in short supply of leaders with democratic credentials while few that 

profess democratic ideas are dominated by autocratic personality as a catalyst for wrong 

democratic ethos, daily affecting good governance at the local level (Awotokun, 2016; Chuka, 

2015).  Many of those who occupy positions of authority at national, state and local government 

level have been accused as profiteers of public patrimony, lacking the right mentality to commit 

to the good of all, at the local level. This is why many of driving policies of government to take 

people out of poverty such as Structural Adjustment Programme (SAP), Directorate of Food, 

Roads and Rural Infrastructure (DFRI), National Directorate of Employment (NDE), Better Life 

Programme (BLP), Poverty Alleviation Programme (PAP), National Poverty Eradication 

Programme (NAPEP), Youth Enterprise with Innovative program (YouWIN), have remained 

political rhetoric, without seriousness and capacity to trickle the gains down to the rural areas. 

 

Elites Approach to Governance 

Many of the poverty alleviation measures, including employment opportunities most especially 

on palliatives to cushion the effect of Covid-19 pandemic on the poor have been hijacked by the 

political and economic elites, leaving the majority the people vulnerable to bear the brunt of 

economic shocks driven by the greed of the privileged few (Adenuga, Omonijo, Ogunyemi, & 

Olowookere, 2020). Like the popular maxim on the iron law of oligarchy, the supposed gains of 

the people are continuously shared around by the vocal and organised few who are in 

government or critical position of decision making (Ogundeko, Taiwo & Awodile, 2017). In 
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effect, the ordinary people at the local level who genuinely needs help and government 

assistance have their resources plundered and their hope survival dashed through a bottom-up 

approach to governance in a manner that threatens sustainable development and the actualization 

of goal-1 on the eradication of poverty (Allen & Thomas, 2016) 

 

Corruption 

Financial misappropriation and other corrupt practices have become entrenched in Nigeria, 

affecting socio-economic and political development. This behavioral anathema is pervasive not 

only among those who hold political offices as lawmakers’ judicial functionaries, executive and 

other agencies of government are not spared. It has become an endemic nature, the new normal 

among the citizens. There are allegations that some budgetary allocations for the implementation 

of Sustainable Development from national to state assemblies have gone down the drain.  If this 

claim is real, it has adverse effects on national development. 

 

Lack of fiscal autonomy and responsibilities of the other level of government 

It has become increasingly difficult for the people at the local level to enjoy the gains of local 

administration and feel the impact of local government administration whose elected officials at 

the local levels are expected to bring succor to the people. As noted by Umebeli (2019), the 

misery and poor condition of the people have worsened since local government has become the 

appendage of other levels of government whose power and financial responsibility have been 

stripped off through constitutional confusion of roles and by greedy state governors. Ostensibly, 

if there is no urgent reversal from this ugly trend, it would be difficult to take Nigerians out of 

extreme poverty and accentuate the United Nations call for poverty eradication and even 

development around the world. 

 

The hijack of local government resources and responsibilities by the state government and 

federal actors is undermining governance at the local level. According to Ayodeji (2008), it has 

been an unaccountable galore in local government councils under the current democratic 

dispensation by the state governors and the chairmen. Thus, usually, Joint Account Committee 

(JAC) has been identified has instrument of controlling, usurping, embezzling and eroding the 

autonomy of local government by the state governments (Awotokun, 2005). 

 

4.  THE ROLE OF LOCAL ADMINISTRATION ON THE IMPLEMENTATION OF 

GOAL-1 OF SUSTAINABLE DEVELOPMENT IN NIGERIA 

 

The reason for the establishment of local government is on the need to bring government closer 

to the people at the local level. The arrays of these important responsibilities can be designed, 

implemented and monitored through local administration which personels are aware of the needs 

and challenges of the local environment (Ogundeji, Taiwo & Awodile, 2017). According to 

Kechiba (2018), Nigeria's policy failure on poverty reduction in line with SDG-1 is evident due 

to impunity and looting of various budgetary allocation to various programmes that can help lift 

people out of poverty, the need to turn to local administration and efficiency of local volunteers 

has become expedient, if the people at the local level are to feel the presence of good life in the 

least. There cannot be genuine efforts to eradicate poverty if the design and execution of poverty 

alleviation programmes are left in the hands of federal and state governments.It is pertinent for 

government to decentralise and devolve her policies to mitigate poverty in Nigeria's household to 

local levels, through the services of traditional leaders, civil societies and volunteers who have 

passed integrity test over time. Ahmad & Ayinde (2019) noted that leaving the important duty of 

offering good life and good governance to the people at the hand of government officials and 

bureaucrats has shown to be failure. This is supported by the argument of the Localist Theory 
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that policy that affects people lives should be made and implemented by people who are closer to 

them. The ensuing argument is that local government as a supposed autonomous level of 

government with constitutional mandate to lift people out of power have failed to live up to 

expectations, despite the throngs of reforms and democratic advocacy for her efficiency. It has 

become a collaborator in the economic mismanagement and pawn in the chess of higher level of 

government.  

 

5.  CONCLUSION AND RECOMMENDATIONS 

 

The United Nations’ efforts to globally lift people out of extreme poverty and poor conditions of 

life is a clear demonstration of the immense value it holds humanity and a wake- up call to 

members states on the need to be responsible and responsive to the needs of their citizens. While 

many countries of the world have recorded successes on the implementation of poverty 

eradication Goal-1 of the SDGS, the Nigerian experience is paradoxical and unimpressive. 

Poverty has remained a common feature in Nigeria and survival chance from such vicious circle 

continues to be slim, despite huge resources and numerous policies directed to end the scourge of 

poverty. 

 

The paper concluded that Nigeria's poverty level is not a product of lack in capital, human and 

natural resources, as it is blessed abundantly as mentioned. However, the country has sunk 

abysmally deeper into leadership problem, corruption, over bearing influence of other levels of 

government and over centralization of power and accrued benefit at the higher levels of 

government, in manners that demean the lives and economic capacity of people at the local level. 

The paper opines that as long as policies to ameliorate hunger and improve lives of people are 

made in the federal and states capitals of other levels of government without real involvement of 

local administrators, religious institutions and traditional leaders who are closer to the people, 

bureaucratic corruption, high handedness and plundering of common patrimony and poverty will 

increase unabatedly 

 

The federal and state governments should respect the constitutional responsibility and rights of 

the local government as enshrined in the federal constitution. A structural arrangement that 

recognizes local administration as key development actors, including support for  full-fledged 

participation, consultation and engagement in national and sectoral policies and  dialogues on 

economic  development should be faithfully effected.The identified level of government and it's 

personels should be provided access to sources of funding sufficient to play effective roles as 

initiators, catalysts and drivers of local economic development and  in the global efforts to 

reduce extreme poverty down to   communities. When this happens, the core problem of the local 

people can easily be identified and solutions proffered to through community engagement 

approach. There should be clear legal frameworks to allow local to provide leadership for the 

economic development of their communities which includes raising the standard of living, 

improving capacity to generate value and by larger extension take more people out of poverty. 

Importantly, existing local government system in Nigeria has created crisis of trust and 

malfaceant failure to address poverty at the local level, hence community leaders, religious and 

traditional leaders should be engaged and included in the poverty reduction policies formulation 

and implementation. 
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Abstract 

Nigeria became independent on the 1st October 1960, and the nation has always pursued 

an Afro-centric foreign policy and has vehemently advocated for the practice of 

democracy. However, the country has faced several problems which are inimical to its 

development and against her core values. One of these problems is the ineffectiveness 

of her judiciary. The judiciary is the single arm that is directly involved with 

administering and dispensing justice in a country that practices democracy. The 

judiciary is quintessential for democracy to thrive, but it has struggled over the years in 

Nigeria. It is for this reason that this paper aims at examining the challenges of the 

judiciary in Nigeria with a view of proffering solutions. Correspondingly, findings 

unearth that the ineffectiveness of the judiciary has contributed to tarnishing Nigeria’s 

image globally. The challenges facing the judiciary include corruption, inadequate 

infrastructure, poor funding and others. The work recommends that the judiciary should 

be independent, the rule of law must be obeyed, and the judiciary should be properly 

funded by the government. The qualitative method of data collection was adopted for 

this study and secondary data was used in this study. 

 

Keywords: Corruption, Democracy, Judiciary, Justice, Nigeria 

 

1.  INTRODUCTION 

Since independence, Nigeria has been plagued with a plethora of problems such as terrorism, 

high rate of unemployment, marginalization of women, child abuse, election malpractice, 

poverty, corruption, bad governance, and an ineffective judiciary (Aleyomi, 2013; (Uzodike & 

Onapajo, 2013; Aver & Orban, 2014; Olusegun & Idowu, 2016; Idada & Omoregie, 2017; Lilian 

& Akani, 2019). The abovementioned problems have destabilized the country and adversely 

affected the country image in Africa and the world at large (Danjibo & Oladeji, 2007; Sha, 2008; 

Opadere & Agbana, 2015). The judiciary is the basis on which democracy can develop and grow. 

Correspondingly, the judiciary is the single arm of government that is involved directly with 

administering and dispensing justice in a country that practices democracy. To this end the 

judiciary can be said to be an integral part or feature of every democratic nation. Democracy and 

the judiciary are interdependent and inseparable. Some elements of democracy include; defense 

of human rights, accountability of the leadership to the subjects, adherence to the rule of law, 

maintenance of peace and security of lives and property, and defense of the territorial integrity of 

the nation and others (Amaechi, 2019). It is pertinent to note that the backup of the judiciary in a 

democracy is the code of the separation of powers which stipulates that law makers should be 

different from those responsible for implementing the laws (Nwabueze, 1981; Odisu, 2016). For 

democracy and good governance to thrive, the judiciary must be effective. The judiciary 

according to Hart (1963) should be a sanctuary of justice and an example of sincerity or 

integrity. Justice is concerned with equity, impartiality and fairness (Hart, 1963). Muse and 

Narsiah (2015), and Mbao and Osinibi (2014) opine that the justice system in most African 

countries including Nigeria was inherited from colonial rule with little modifications. The 

Nigerian judiciary has been perceived by many citizens as a corrupt and dependent institution 
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(Okeyim, Ejue, & Ekanem, 2013; Olayinka, 2019; Okene, Bolanle, Aina-Pelemo, Mahmud, & 

Wuraola, 2020). 

 

It is against this background that it has become pertinent to interrogate the challenges facing the 

Nigerian judiciary. This paper is organized into five sections. After the introduction is the 

clarification of key concepts. The third section deliberates on the Nigerian judiciary and her 

failures. The challenges of the judiciary are examined in the fourth section. The final segment 

concludes the work and offers adequate recommendations. 

 

2.  LITERATURE REVIEW 

Conceptual Clarification 

The crucial concepts in the paper are elucidated in this section to avoid misconceptions and 

ambiguities. 

 

Judiciary 

It should be noted that the judiciary is a system of courts that interprets as well as applies laws in 

the name of a state (Okene, Bolanle, Aina-Pelemo, Mahmud, & Wuraola, 2020). Put differently, 

the Nigerian judiciary is comprised of the Supreme court, Court of Appeal, Constitutional court, 

and Federal High court. The supreme court is the highest court in Nigeria. It can also be referred 

to as the mechanism for the resolution of differences in a state. The basis on which democracy 

can develop and grow is the judiciary (Richard, 2008). Disputes presented to the judiciary are 

usually embodied in cases that involves litigants who may be groups, individuals, legal entities, 

or governments as well as government agencies. The judiciary is responsible for defending the 

rights of citizens and protecting the constitution. Similarly, the judiciary is concerned with the 

organization of powers and the working of courts. The achievement of social justice has 

motivated changes in the society (David, 1998). According to Aver and Orban (2014), the 

judiciary can exist in a democracy and military regime. Aver and Orban (2014) suggests that the 

difference between the judiciary in a democracy and totalitarian state is that judicial 

independence is only acceptable under democratic governance. 

 

Democracy  

The origin of democracy could be traced to the Greeks. The Greek city states is often regarded to 

be the birthplace of democracy. “Demos” in Greek means the people and “kratien” implies to 

rule or government. The congress of people in the Greek city state assembled to take resolutions 

on the affairs of the state. This suggests rule by the people. There is no consensus among 

scholars as to the definition of democracy (Muse & Narsiah, 2015; Oluwatusin & Abolarin-

Egbebi, 2015). Omotosho (2015) sees democracy as the power or rule by the people. Similarly, 

Joseph (2011) and Olayinka (2019) asserts that in a democracy, the people vote in their 

representatives and are considered when decisions are made. Correspondingly, democracy 

depicts a political system in which the government derives her powers from the consent of those 

they govern, and it is typically through constitutional avenues (Hughes & Roecher, 2008). 

Appadorai (1975) defines democracy as a system of government under which the people exercise 

the power of government either directly or through representatives periodically elected by 

themselves. Democracy as defined by Abraham Lincoln refers to a government of the people, by 

the people, and for the people (Chatuverdi, 2011). Hague and Harrop (2001) describe democracy 

as a form of government that is based on liberal proclivities that set boundaries for both 

politicians and citizens. In a democratic setting, the government’s power stems from the consent 

of those people and the constitution (Ake, 1996; Hughes & Roecher, 2008). 
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3.  METHODOLOGY 

This research work is qualitative and employs the use of coherent explanations. Similarly, the 

data in this paper is derived from secondary sources. Additionally, the paper employed content 

analysis of journal publications, internet materials, library materials, newspapers, and other 

documented materials relevant to the topic. The content analysis method was applied to examine 

the existing literature of the subject. Upon the availability of data, a comprehensible elucidation 

of the topic was offered.  

 

4.  THE NIGERIAN JUDICIARY 

It is apposite to note that the judiciary which is commonly referred to as the third organ of 

government is interrelated with democracy. In other words, the judiciary and democracy are 

interdependent. Similarly, an independent and impartial judiciary is a necessity for the 

sustainability of democracy in Nigeria. The judiciary which is burdened with the task of 

defending the rights of citizens as well as the constitution can only function effectively in a 

democratic setting (Okenyodo, 2018). From the creation of Nigeria in 1914, it has transited from 

one system of governance to a different one. Under military rule in Nigeria, the judiciary was 

relegated, and decisions were taken based on military decrees. Accordingly, the judiciary 

struggled to reinstate its appearance once democracy was reinstated in 1999. According to 

Aoligun and Larry (2004), the first major test of the sustainability of this latest attempt at 

democracy and good governance in Nigeria was the elections conducted in 2003. The 1999 

Nigerian constitution highlights the role of the judiciary and made provisions for separation of 

powers (Nwabueze, 1981; Egbewole & Imam, 2015). It is important to mention that the judiciary 

ensures that the executive and legislative arms of government function within the ambits 

provided by the constitution. 

 

Odisu (2016) and Azu (2019) maintains that Nigerians are increasingly losing hope in the nations 

judicial system owing to the unethical conduct of some judicial rascals. If the members that 

constitute the judiciary lack integrity, then the democracy will be threatened and will be in 

jeopardy. The issue of judicial independence has frequently been raised in Nigeria. This implies 

the ability of a judge to dispense justice without undue influence or interference (Olayinka, 2019; 

Okene, Bolanle, Aina-Pelemo, Mahmud, & Wuraola, 2020). 

 

There are several instances where the judiciary failed deliver justice in Nigeria. To start with, the 

2003 elections was allegedly rigged throughout the federation and most of those monitoring the 

election attested to that effect (Agbese, 2019). Similarly, several election monitoring agencies 

deployed by the Catholic Secretariat in Nigeria asserted that elections were not conducted in 

many parts of the country where the presidents’ followers were affirmed as the winner. The 

opposition parties took the issue to court. They were however dazed as the elections were 

endorsed by the tribunal irrespective of traces of foul play. The judiciary had overturned the 

verdicts in support of the guilty and indirectly supporting their malevolent acts of violence, 

ransacking of votes, as well as using the army and police to rig the elections (Joseph O. , 2015).  

The fact that government agencies can disobey court orders is quite appalling in the sense that 

Nigeria is said to be practicing democracy. The Federal High Court had ordered the Department 

of State Service to release the convener of the Revolution Now protest, Omoyele Sowore who 

was arrested on August 3. However, the court order was disobeyed by the DSS. Omoleye 

Sowore was released on December 5, 2019 by the Department of State Services (Ogunjobi, 

2019). He was however rearrested on December 6, 2019 by the DSS in a horrific manner. The 

DSS invaded the court and disrupted proceedings, lawyers and journalists were also chased 

away. This act is only obtainable in a dictatorship (Ogunwale, 2019).  
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In the same vein, the federal government has also continued to disobey various court orders 

granting bail to Dasuki. Dasuki is facing multiple charges bordering on illegal firearms 

possession and diversion of 2.1billion dollars earmarked under former president Goodluck 

Jonathan for the purchase of arms for the Nigerian armed forces to fight the Boko Haram 

insurgents. He regained his freedom on December 29, 2015 after perfecting the conditions of 

bail. His freedom was short lived as he was rearrested by the DSS (Adesomoju, Ramon, Wodu, 

& Odogwu, 2019). The State Security Service released Omoloye Sowore on December 24, 2019 

several weeks after he secured a court bail (Ogundipe, 2019). Retired Col. Sambo Dasuki was 

also released alongside Sowore (Ogundipe, 2019). If the government can disobey court orders, 

then it is only normal for other citizens to follow suit. The houses of some judges have been 

ransacked in recent times.  

 

Irrespective of its shortcomings, the judiciary has also made decisions that upturned the results of 

rigged elections in the favor of opposition parties or individuals opposed to the government and 

the dominant political party. In other words, the judiciary has equally played a role in deepening 

democracy in Nigeria with some landmark decisions (Joseph, 2015). 

 

5.  CHALLENGES FACED BY THE NIGERIAN  JUDICIARY 

Poor Infrastrcuture 

There are operational difficulties faced by Nigerian courts, which includes laughable 

infrastructures, undue adjournment various kinds of cases and appeals.It is unfortunate that the 

infrastructure in some Nigerian courts are in a dilapidated condition (Okenyodo, 2018). Some 

courtrooms have broken windows as well as leaking roofs while the apparatus is some have 

totally worn out. In other words, the Nigerian courts are nothing to write home about. This 

deplorable state shows the degree of regard the government has for the judiciary. Most courts in 

Nigeria are not digitalized and lack adequate research resources (Aver & Orban, 2014). 

Nevertheless, the cost of accessing courts is still expensive even with the poor facilities in courts 

(Onanuga, 2020).  

 

Corruption 

It is important to mention that corruption is the natural enemy of the rule of law. Similarly, 

corruption within criminal justice institutions authorized to enforce and defend the rule of law is 

principally disturbing and damaging to the society (Langseth & Buscaglia, 2002). According to 

Langseth and Bucaglia (2002), judicial corruption is a global phenomenon. The problem of 

corruption in Nigeria cannot be over emphasized and no sector of the country is insulated from it 

(Oko, 2015; Eniofe, Ezeani, & Enichie, 2015; Egbewole & Imam, 2015). It is important to 

mention that there are issues of bribery and the perverting justice with the judiciary (Odisu, 

2016; Umana, 2018). If the judiciary is not divorced from corruption, then there is little hope for 

citizens to get justice. Corruption in the judiciary is caused by low remuneration, high 

concentration of jurisdictional and administrative roles in the hand of judges, and weak 

monitoring of the execution of these powers (Buscaglia, 2000). In October 2016, the homes of 

seven senior judges (including two supreme court judges) in Nigeria were raided by the Nigerian 

Department of State Service (DSS) (Okenyodo, 2018). They were arrested on charges of 

corruption. This event strengthened the narrative that the Nigerian judiciary is a corrupt 

institution (Okenyodo, 2018). According to Oko, (2005), it is difficult to measure corruption in 

the Nigerian judiciary because interests are so entrenched that it rarely gets out unless one party 

feels cheated.  
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Inadequate Funding 

It is pertinent to note that the Nigerian judiciary has the appearance of a beggarly institution 

(Frynas, 2001). This statement was also affirmed by the Chief Justice of Nigeria, Ibrahim Tanko 

Muhammed. He painted the picture of the judiciary having to beg for funds. This implies that the 

judiciary has lost its independence. This embarrassing feature has led the judiciary to fall into the 

temptation of perverting justice (Ozah, 2019). This means that there is the possibility of selling 

or buying judgement due to the beggarly status of the judiciary. However, the Attorney General 

of Nigeria, Abubakar Malami is of the opinion that the judiciary is independent (Ramon, 2019).  

 

Interference by the Executive 

According to Affiong, the executive arm of government in Nigeria is intimidating the judiciary. 

The foregoing was espoused because of the events that surrounded the bail application of pro-

democracy activist, Omoyele Sowore (Olatunji, 2019). Her concern is that the judges may not be 

bold enough to stand by the law because of the undue pressure mounted on them by politicians. 

She also said that there have been several instances where the department of state service (DSS) 

had disobeyed court orders (Adesomoju, Ramon, Wodu, & Odogwu, 2019). The concept of 

checks and balance is an integral part of any democratic system, but it does not give the 

executive arm the right to interfere with justice or the rule of law. If the judiciary is not truly 

independent, it will never function effectively. 

 

Threat on Judges 

It should also be noted that in recent times, there have been instances where the homes of 

Nigerian judges have been raided by robbers as security agencies (Okakwu, 2016). In the same 

vein, some judges have received death threats from some individuals. This is done basically to 

install fear in the judges and in so doing influencing the outcome of a case. Other legal 

personalities have been attacked also by unknown gunmen. This trend of intimidation is 

unhealthy for the judiciary as it can result in the pervasion of justice. In December 2014, youths 

suspected to be political thugs invaded a Court complex in Ebonyi state, attacked judges and 

other judicial workers (Okenyodo, 2018). In June 2004, the Abia State Chief Judge was attacked 

on a road trip, allegedly in connection to his adjudication of a land dispute case (Okenyodo, 

2018). 

 

6.  CONCLUSION AND RECOMMENDATIONS 

It is evident from the foregoing that the Nigerian judiciary has a critical role to play in promoting 

good governance through its constitutional functions and powers and by ensuring compliance 

with the governance principles of legality, equality, justice and freedom. Nevertheless, several 

issues have plagued the Nigerian judiciary. It is for this reason that this work proffers 

recommends some approaches to address the existing predicaments of the Nigerian judiciary. 

To start with, the concept of judicial independence must be emphasized and practiced. This 

concept emphasizes the total liberty of the judge to hear and decide cases. Judicial independence 

is not a privilege, but the responsibility that is obligatory on every judge to them adjudicate 

disputes with impartiality as well as uprightness on the basis of what is obtainable in the law and 

the evidence. This principle requires the judiciary to ensure that judicial proceedings are 

conducted fairly, and the rights of the parties are respected. 

 

In the same vein, the judiciary must be sufficiently funded. By implication, the judiciary should 

not have to beg for funds from the Federal Government whenever needs ensues. This may create 

the impression that the government is influencing or has control of the judiciary. The various 

courts with poor infrastructure should be renovated to match world standard.  
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The security of judges and that of their family members must be secured. This should be taken 

seriously, because a threat on the family of a judge may force the judge to bend the rules and 

pervert justice. To this end, adequate security detail should be attached to judges to ensure their 

safety.  

 

Similarly, all members of the Nigerian judiciary found guilty of perverting justice must be 

expelled and convicted. Their appalling acts when punished will deter others from engaging in 

corrupt practices. 

Finally, the rule of law must be emphasized in Nigeria, and adequate measures must be 

inaugurated to enforce court orders. 
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Abstract 

It is observed that Nigeria as a nation has been at several intersections since 

independence in 1960. Nigeria was always in and out of different crises at every stage 

throughout its 59 years of existence. These upheavals were political, societal, cultural, 

or religious and caused the dysfunction of the country. Several reasons have been given 

concerning the First Republic's collapse which range from, British colonial 

administration's weak basic socio-political and economic structure, the erratic rate of 

growth between the regions, and the regionalization of politics. All these issues are still 

preeminent in today’s political affairs. However, the period between the Nigeria’s 

Independence on October 1, 1960 down to the first military coup d’état on January 15, 

1966 was referred to as the First Republic. So many political events shaped the first 

republic which varies from; NPC/NCNC political marriage of convenience, 

establishment of regionally based political parties, AG and western regional crises, the 

1962 census crises, the 1964 federal election and the 1965 western regional crisis, but 

only two will be discussed in this paper. The research was undertaken through 

descriptive and qualitative methods for the background knowledge of the study. The 

study uses secondary data collection as published and unpublished works, internet, 

textbooks, journals, magazines were consulted. This paper also aims at proffering 

measurable solution to the challenges faced by the Nigerian government because of 

these crises. This paper further recommends that for the country to encounter progress, 

the Federal Government must amend some of its programs and policies-programs like 

the Federal Character principle, the federal quota system.  As a result, this work 

recognized that it is likely to lessen the uncertainties of apparent alienation of 

individuals from the numerous indigenous groups in the country to bring about 

solidarity and trust that is essential for national growth. 

 

Keywords:Census, Crisis, Nigeria, Region, Republic. 

 

1.  INTRODUCTION 

Nigeria was founded in 1914, when the North and South protectorates were merged into one 

political entity by Lord Frederick Lugard. Flora Shaw proposed that the name be officially 

known as “Nigeria”. (Crowder, 1980). The unique amalgamation of the Northern and Southern 

Protectorate brought about the unification individuals of several religious and ethnic 

backgrounds that have continued to influence the country's political landscape to a greater extent. 

Indeed, most people from the various regions were not in support of the notion and began to 

express their displeasure and resentment in various ways, such as religious and ethnic conflict in 

several regions. Chief Obafemi Awolowo shared his view of Nigeria as a corporate entity in 

1947, the inventor and leader of Egbe Omo Oduduwa and Action Group thus said: 
"Nigeria is not a nation; it is just a geography term. There are no" Nigerians "in the 
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context of" English," "Welsh "or" French. "The term" Nigerian "is simply a distinct title 

to differentiate between those who reside within Nigeria's borders and those who do 

not"(Coleman, 1986:320). 

 

Nigeria's Independence on October 1, 1960 according to the Constitution granted the entire 

federation full independence and remained in effect until the state came to be a republic on 

October 1,1963. It had a centralized constitution based on the British Westminster system with a 

parliamentary democratic system that stressed the majority rule. (Metz, 1991). Unlike most other 

African states, Nigeria implemented an autonomous multi-party system, although it was based in 

the region. Section 2 of the Nigeria Constitution, Order-in-Council in 1960 established the 

independence constitution of the federation and its provinces in the following categories: The 

Constitution of the Federation Republic of Nigeria, Northern, Western, and the Eastern Region 

Constitution. In a situation whereby there is disagreement between the Federal and the State 

constitution, Section 1 of the 1960 Federal Constitution specifies that Federal Constitution 

prevails and the other legislation is annulled. (Nnamdi, 1995; McCormick, 2004).  

 

Nnamdi Azikiwe, a member of the NCNC, became governor and subsequently became president 

after the nation became a republic in 1963, Abubakar Tafawa Balewa, a supporter of the NPC, 

became prime minister and Obafemi Awolowo of the Action Group had to stay as opposition 

leader. The regional prime ministers were; Ahmadu Bello of the Northern Region that led NPC, 

Samuel Akintola of the Western Region was AG's aspiring leader, Michael Okpara of the 

Eastern Region, NCNC leader, and Dennis Osadebey of the Midwestern Region supporting 

NCNC.  However, the regionalization of these political parties, led to some major crises in the 

first republic that would be discussed below. 

 

2.  METHODOLOGY  

The research was undertaken through descriptive and qualitative methods for the background 

knowledge of the study. The study uses secondary data collection as published and unpublished 

works, internet, textbooks, journals, magazines were consulted.  

 

3.  RESULTS AND DISCUSSION 

Western Regional Crisis 

It was recorded that Western Nigeria remained the battlefield of Nigerian politics between 1962 

and 1966. AG's leadership was unable to agree on common issues concerning the Western 

Region government and the national government as well. Chief Awolowo wanted to follow the 

leadership method of Kwame Nkrumah of Ghana so he advocated the adoption of social 

democracy as a party policy and decided to expand the area of influence of parties to be 

interregional by receiving support from all over the world. Also, Chief Samuel Akintola, also, 

preferred an all-party federal alliance and expected AG to be aligned with the party in power 

instead of an opposing party, so that the leaders of the party can gain entry to power and profit 

from the regional rewards normally given to the ruling parties. (Osaghae, 2002).  The AG leader, 

Chief Awolowo felt the need for people to consult him on regional matters and he however made 

sure to oversee every of the activities in the region. On the other hand, Chief Akintola was not 

finding these limitations pleasant and contested against Chief Awolowo. Other leaders employed 

different ways and methods to resolving the issues between these two rivals but all were to no 

avail. And this consequently led to crises and the eventual failure of the First republic. 

(Akinsanya 2005; Ojo, 2012). 

 
The Western Election Crisis of 1965 

The United Progressive Grand Alliance (UPGA) anticipated the Western Region legislative 
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election of 1965 as another opportunity to win over the NNA after the humiliating loss it suffered 

in the federal parliamentary election of 1964. The region then turned out to be a "theater of war" 

between NNA and UPGA. The same anomalies that took place in the 1964 election which 

includes fraud, violence and much more also happened again in the 1965 election, but NNA won 

the election eventually. The result of the election was announced, and more fighting, looting and 

killings ensued, as they also found out that this election has also given back NNDP to the 

association of NNA. The crisis continued between these rival parties and even the army could 

not cease the crises, it became obvious the administration could not curb this political upheaval, 

but the Army finally came to interfere when the states of emergency was not declared by the 

government and on January 15, 1966, the military seized power. Tafawa Balewa, Prime Minister 

who is from the Northern region, leader of the North, Sir Ahmadu Bello, and Chief Akintola, the 

aspiring leader of the West were executed, which marks the end of the First Republic. (King, 

1988; Osaghae, 2002; Ikelegbe, 2004). 

 

Census Crisis (1962) 

Prior to the 1962 census crisis, census has been stigmatized by the people of different regions 

particularly the Eastern region. It was perceived that counting of the people was more of spying 

into homes in terms of family and properties. Hence this sentiment makes them not to participate 

in census count. This act repeatedly thus affected their population count at the end of the regional 

head count. But after this period precisely in 1962, the people saw the need to actually participate 

in their regional census head count so as enjoy the privileges accrued to the region with the 

highest population. For instance, benefits of distribution of social amenities, revenue allocation, 

infrastructural facilities and more. (Diamond, 1988). 

 

The problems of population distribution and size stayed unpredictable in the First Republic, 

because the population size acted as an indicator to calculate the political strength of regions and 

as a main feature in the allocation of revenue and social facilities, resources, grants, and quotas 

in recruitment into the military. Additionally, distribution of seats in house of representative was 

done by population size. Take for example, In the 1952 census estimate, 312 seats in the House 

of Representatives were assigned to provinces based on the size of population. There were 174 

seats for the Northern Region, 73 for the Eastern Region, 62 for the Western Region and 3 for 

Lagos (Oyediran,1979).  The parliamentary systemthus essentially guaranteed a region with the 

largest population to dominate the federal government. Knowing that the policymaking cut 

across all traditional and political positions, Northern region by means of having the largest 

population is however always going to win all elections conducted and always going to rule.The 

1962 census was a great avenue for the Eastern and Western Region to manipulate the census to 

their own benefit and so they lobbied the census in their own way. (Oyediran, 1979; King, 1988). 

When the result of the election was released, the Western and Eastern region emerged with high 

scores and the Northern Region felt cheated and undercounted and they protested, as a result of 

this protest, the result of the census was never distributed. (Adigwe, 1985). 

 

A new census count was ordered by the Prime Minister in 1963 and the figures were released 

after a year on 25th of February 1964 and the whole country’s population was roughly 55 million. 

The Northern part had about 30 million; Eastern Region had little above 12 million; Western 

Region had 10.3 million, and Mid-Western Region was at 2.5 million; and Lagos had 675,352 

(Adigwe, 1985; Osaghae, 2002). With the obvious result of the North emerging as the most 

populous, it raised fears in the heart of the West, east and South as the Northern dominance has 

come to play again after a long break.  The result was finally cancelled in 1975.There has been 

no Population census since 1990 except the one scheduled for the transition to civil rule in 1991. 

(Dudley, 1982). The Western region accepted the census result because of the premier’s political 
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romance with NPC but the Eastern region refused to accept the result and accused the NPC of 

Fraudulent activities and so protested and took the case to law court. This issue and disagreement 

created a conflict between NCNC and NPC. Both the Country’s Prime Minister who is a 

supporter of NPC and the leader of the Northern region Ahmadu Bello denied these allegations 

and so the census result was stated final and valid by the prime minister. All these disagreements 

and rivalry between the political parties led to the republic’s collapse. This eventually gave birth 

to other political parties. (Asia, 2001; Ikelegbe, 2004).  

 

Why the First Republic Collapsed  

Nonetheless, Nigeria has been a symbol of light for a nation-state with a liberal democracy. But 

this expectation could not really ensure the republic's wellbeing. Several reasons have been given 

concerning the First Republic's collapse.   

 

First is the British colonial administration's weak basic socio-political and economic structure. 

This shaky structure comprises a disproportionate federal system, ethnic opposition, regional 

political parties, as well as a diluted ethnic belief in culture and government. All these upheavals 

led to huge communal cleavages and made a unified government to be difficult to achieve. 

Between 1914 and 1960, the colonial powers had all the opportunity to shape it all for the best, 

but they refused to seize the opportunity to develop a resilient structure that would guarantee the 

country's stable nationality and democratic governance. (Akinboye & Anifowose,1999; Osaghae, 

2002).  

 

The successors of the colonialists were blinded by their greed and self-interest, they lacked 

political sensitivity and refusing to rule as they were expected according to the established rules. 

(Akinsanya, 2005). 

 

Thirdly is the erratic rate of growth between the regions. The gaps and inequalities in financial 

and educational growth between the regions and the absence of a shared political beliefs in 

Nigeria, which could have championed the improved performance and sustainable development 

of the country's democracy. (Metz, 1991).  

Additionally, the regionalization of politics especially, party formation made the republic's 

stability dependent on a delicate balance through which each group structured its regional 

foundation. All these supporting variables are the common cause of all the First Republic's 

regional crises and instability and ultimately added to its failure by a military coup on January 

15, 1966. (Osaghae,2002).  

 

The Nexus between the First Republic and the Present day Nigeria 

It has been observed overtime that there have been little or no changes in the Nigerian politics. 

The contemporary system is known as the fourth republic which began in May 29, 1999. This 

was when Nigeria transitioned from military rule to return to democratic rule. There were 

formations of two dominant parties of all Progressive Congress (APC) and People’s Democratic 

Party (PDP). In which the winner of any of the parties would become the president. In the fourth 

republic, Nigeria has had four presidents and there have still been no obvious changes in its 

politics. The issues that were eminent in the first republic like the socio, political, economic and 

religious crises of then are still featuring till date. The question now is, what are the leaders 

doing?  Why are the leaders there? Are they occupying the seat for their own interest or for the 

state’s interest? Some of the issues that still exist in today’s politics include: election 

malpractice, corruption, violence, assassination. It is obvious the country has remained non-

progressive in its political affairs. PDP had ruled for 16 years from 29 May 1999 – 29 May 2015 

which was set to be the longest rule in the Nigerian democratic history but the problems inherent 
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in the system still persisted even after a change in leadership structure by the APC till now.  

 

Corruption 

The Nigerian Government has taken a range of steps to resolve the issues of corruption and poor 

governance in the country following the return of the country to democratic rule on May 29, 

1999. These include the restructuring of the public service, and the development of anti-

corruption compliance bodies. The condition remains undesirable, considering the achievements 

of these initiatives, as corruption continues to penetrate all aspects of Nigerian national life. 

 

Electoral Malpractice 

Election process in the Fourth Republic is marked by significant violations and fraudulent 

activities that rise in severity with each election. State agencies, such as the police, the army and 

the electoral body, conspire in order to influence the electoral process in favor of some of these 

politicians. 

 

Ethnoreligious crises and Insecurity 

Insecurity is one of the formidable problems facing the current political dispensation. The nation 

has undergone ethno-religious conflicts, political violence, and much more since independence, 

which challenges the country's survival. Some of these crises include: continual turmoil in Jos; 

activities of the Boko Haram in the north, the ongoing issue of smuggling in and out of Nigeria 

which resulted in the border closure and many more. 

 

Lack of feasible Opposition Parties  

No effective and efficient opposition party has been able to influence the dominant parties since 

the inception of this country despite the fact that the country has about fifty other small political 

parties but these parties are not strong enough to actually provide the governing party at the 

Centre with the requisite opposition. In a functioning and people-oriented democratic 

government, opposition parties are important. This is because they checkmate the excess of 

government or its agencies. (Njoku, 2012).    

 

4.  CONCLUSION AND RECOMMENDATIONS 

Looking at all these political, cultural and economic upheavals that has and still affecting 

Nigeria, this condition might not be entirely due to the fact that perhaps the amalgamation in 

1914 put together people of various religious and ethnicities who have continuously influenced 

the country's political background to a greater extent. Though most people were against this 

merger and so they had to voice out their opinion and discomfort with the use of violence and 

other means to clamor for a change. From the above, it is clear that in order for the country to 

encounter progress, in order to de-emphasize religious and ethnic coloration as a basis of 

participation and recognition: 

 

The Federal Government must amend some of the programs and policies introduced earlier. 

Programs like the Federal Character principle, the federal quota system that proves equal 

representation of different regions as a rationale for resource acquisition and rewards without 

proper merit scales. 

 

Another issue was the problem of unequal distribution of wealth across the regions so as to aid 

growth and development. For instance, absence of the federal government in some regions to 

establish some vital infrastructures like universities or schools in general. The federal quota 

system has created sentiment as people of the majority group agitate for more resources rather 

than create opportunity for all the regions.  
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The regionalization of politics has also marred the country rather than make it. There has been no 

unity. These leaders’ overtime, believe in themselves rather than in Nigeria due to their selfish 

interest. Therefore, Nigeria should rise above regional differences and embrace unity in diversity 

which will further the cause of patriotism, democracy, freedom, economic growth, structural 

development, and a society which all Nigerians hope to enjoy will emerge, creating a fair and 

transparent political process in Nigeria.  

 

The value system and ideology of the political elite needs to change in order for democracy to be 

sustained in the country.   

 

The government must display the political will to discipline any dishonest public official, 

regardless of his or her place in society.Also, the National Assembly should pass law that makes 

capital punishment a deterrent for offenses related to corruption. 

 

Future elections should be free and fair. In terms of finance and administration, the election 

control agency must be completely autonomous and can sanction any erring participants revealed 

to have been engaged in election misconduct.Also, police officers participating in the referendum 

must be up and about it.To act as a warning to others, election criminals should be punished. 

 

Also, people with sound mind and memory are to be entrusted with the affairs of the public. 

 

Lastly, Nigeria needs to pursue a reasonable economic and political growth through credible 

structural changes.  

 

REFERENCES 

Adigwe, F. (1985) Essentials of Government for West Africa. lbadan: University Press Limited.  

Akinboye, S. and Anifowose, R. (1999) “Nigerian Government and Politics.” In R. Anifowose 

and Enemuo, F. (eds) Elements of Politics. Revised Edition, Lagos: Sam Iroanusi 

Publication. pp. 238-260. 

 Akinsanya, A.A. (2005) “The Inevitability of Instability in Nigeria.” In A. A. Akinsanya and 

Ayoade, John A. (eds) Readings in Nigerian Government and Politics. ljebu-Ode: 

Gratial Associates International. pp. 20-85. 

Asia, G. (2001) Nigeria: In Search of Balance. lbadan: Vantage Publishers.  

Coleman, J. S. (1986) Nigeria: Background to Nationalism. Benin City: Ilupeju Press   

Crowder, M. (1980) The Story of Nigeria. London: Faber and Faber.  

Diamond, L. (1988) Class Ethnicity and Democracy in Nigeria: The failure of the First 

Republic. London: Palgrave Macmillan. 

Gberevbie, D.E. (2014) “Postcolonial Nigeria: Power and Politics in The First Republic 1960-

1966.” In R. Ajayi and Joseph O. Fashagba (2014) Understanding Government and 

Politics in Nigeria. The Department of Political Science and International Relations, 

Landmark University, Omu-Aran: Kwara State, Nigeria. pp. 53-74. 

Gberevbie, D.E. (2012) “Forms of Political Administrative System.” In R. Ajayi and Fashagba, 

Y. (eds) Introductory Text in Political Science. Omu-Aran: Landmark University. pp. 

187-210. 

lkelegbe, A. O. (2004) Issues and Problems of Nigerian Politics. Lagos: Imprint Services. 

King, M. (1988) Localism and Nation Building. Ibadan: Spectrum Books Limited. 

McCormick, J. (2004) Comparative Politics in Transition. 4th edition. Australia: Thomson 

Wadsworth. 

Metz, H. C. (1991) Nigeria: A Country Study. Washington: GPO Library of Congress.  

Njoku, A.O (2010) Political violence and its implications to democratic consolidation in Nigeria. 



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

569 
 

Knowledge Review 21(4). December. Pp 16-22 

 

Nnamdi, H.S. (1995) “Constitutional Strides to Full Nationhood.” In R. F. Ola (Ed) Nigerian 

Political System: Inputs, Outputs and the Environment. Benin City: Department of 

Political Science and Public Administration, University of Benin, Benin City. pp. 80-

102. 

Ojo, E.O. (2012) “Leadership Crisis and Political Instability in Nigeria: The Personalities, the 

Parties and the Policies.” Global Advanced Research Journal of History, Political 

Science and International Relation. Vol. 1. No. 1. pp. 6-17.  

Osaghae, E. (2002) Nigeria since Independence: Crippled Giant. Ibadan: John Archers 

Publishers Limited. 

Oyediran, O. (1979) “Background to Military Rule.” In O. Oyediran (Ed.) Nigerian Government 

and Politics under Military Rule 1966-1979. London: Macmillan Press Ltd. pp. 1-24. 

Rotimi, A., and Joseph, O. F. (2014) Understanding Government and Politics in Nigeria. The 

Department of Political Science and International Relations, Landmark University, 

Omu-Aran, Kwara State, Nigeria. 

 
  



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

570 
 

CALLOUS STATE, DECAYING PEACE AND THE 

POLITICS OF PEACEBUILDING IN NIGERIA’S NIGER 

DELTA 
 

OlarenwajuCharlesAdedamola & SuaraModeeuAfolabi 

Department ofInternational Relations,  

ObafemiAwolowoUniversity,Ile-Ife,Nigeria  

c.olanrewaju@student.oauife.edu.ng 

 

Abstract 

The conflict in the Niger Delta region has been ongoing for decades. The efforts of the 

Nigerian government and Oil multinationals to end this conflict have been deemed 

inefficient. Nigerian officials choose to buy short-term cease-fires, such as the 2009 

amnesty, while oil multinationals have performed Corporate Social Responsibility. Both 

parties however, have failed to focus on deeper trends when planning their anti-conflict 

strategies, which has resulted in gross undervalue of the potential costs of ongoing 

violence, as well as the importance of a peaceful Niger Delta. The papers conclude that 

political and economic factors are the root causes of conflict in the Niger Delta, with 

environmental and social factors as the proximate and trigger causes. What is required 

is a comprehensive approach to conflict resolution and peace building that pursues 

development in the Niger Delta on the basis and principles of social, economic and 

environmental sustainability. 

 

Keywords:Peacebuilding, Conflict Resolution, Niger Delta, Environmental 

Sustainability. 

 

 

1.  INTRODUCTION 

Since the discovery of crude oil in the Niger Delta in 1956 and subsequent exploration of the 

crude oil in Oloibiri, Bayelsa State. Nigeria. The production of oil and environmental and socio-

economic impacts has transformed the Niger Delta from a relatively insignificant region into a 

region of significant geopolitical importance at both national and international levels. Over the 

years, the Niger Delta has moved from a relatively peaceful enclave in the 1960s, to a region 

prone to sporadic low-level conflict in the 1980s, and finally to an outright unstable region with 

persistent violence since the 1990s. It is evident that if the communities in the Niger Delta are 

not in conflict with the oil multinationals over land rights or compensation for environmental 

damage, they are in dispute with the government over access to oil wealth and resource control, 

or they are locked in conflict with one another over claims to ownership of areas where oil 

facilities and accompanying benefits are sited (Zandvliet and Pedro 2002). As such, the general 

atmosphere in the Niger Delta is not a question of whether there will be more trouble, but it is a 

question of when and where (Ibeanu, 2000). Numerous factors with different interpretations has 

been credited to the conflict in the Niger Delta. Some scholars have attributed it to demand for 

more revenue accrued from the exploration of oil (Obi, 2001; Ross, 2003; Omeje, 2004) while 

others see the conflict as a frustration among local communities as a result of  marginalization 

(Dessel, 1995; Welch, 1995; Ukeje, 2001; Ifeka, 2001; Fleshman, 2002; Ikelegbe, 2005),.  Some 

other scholars have expounded the state of affairs within the extended context of oil extraction in 

the Niger Delta and the ensuing environmental degradation (Naanen, 1995; Okoh, 1996; 
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Onduku, 2001). These explanations are very important and certainly help to improve our 

understanding of the conflict along different lines.  

 

However, because the focus of these scholars may have been on one side to the detriment of the 

other, which makes it near impossible to provide a comprehensive understanding of the 

dynamics, nature and causes of the conflict in the Niger Delta. A comprehensive understanding 

is, however, required to come up with an efficient strategy aimed at conflict management and 

resolution. Ibeanu (2000) argued that while the Niger Delta conflict is frequently said to be 

caused by contrasting factors, what can be said to be missing is their incorporation into a more 

simplified system to enable us understand observed data and bring about an efficient policy 

intervention. He further argued that there is need for distinction amongst factors responsible for 

the conflict, i.e which factors are triggers, pivotal, mobilizing or aggravating. These limitations 

make conflict resolution in the Niger Delta a difficult task. Any effort to resolve the foregoing 

limitations requires asking one important question: what is the possible relationship among the 

factors responsible for the conflict? Even though the conflict in the region has gone through a 

trajectory, which reveals that different factors at different times has draw attention to the conflict, 

it is difficult (if not impossible), to exhibit in practice that one factor is more responsible than 

another and therefore the explanatory variable for the conflict. The inability to explicitly address 

the question of how factors responsible for the Niger Delta conflict are interlinked has 

contributed to the reason why most previous studies are unable to offer practical solutions 

beyond broad suggestions.  

 

Against the above background, this paper argues that the Niger Delta conflict in its present form 

is the result of the cumulative outcome of the cooperative interplay among conflict-generating 

factors that have at different times worked together or individually to later state-society relations 

towards the outbreak of conflict. Obi (2001) made similar proposition by emphasizing that the 

Niger Delta conflict could best be understood in terms of the logical combination of political, 

economic, social and environmental. It is on account of these deepening contradictions in the 

Niger Delta that this paper raises some important questions: How can we appropriately locate the 

deepening crisis of the Niger Delta? What accounts for the failure of state and corporate 

responses to the crisis? And to put forward an integrated clarification that draws on the 

interactions among the different factors frequently presumed to be responsible for the conflict.  

 

The Niger Delta 

The Niger Delta, located in the southern part of Nigeria, is one of the most densely populated 

regions in Africa (Steiner, 2010). The Delta is regarded as one of the ten most important 

wetlands and marine ecosystems in the world, serving as a habitat for many rare species, 

including several primates, ungulates, and birds (Amnesty Report, 2009). The Delta is also home 

to a huge mangrove ecosystem and provides important environment for the enormous fish 

population found along the West African coastline (Steiner, 2010). The bulk of Nigeria’s oil 

production is carried out in the Niger Delta (Steiner, 2010). The region has an estimated 124 

trillion cubic feet of proven natural gas and crude oil deposits of about 24 to 31.5 billion barrels 

(Ross, 2003). Despite the abundant wealth in natural resources, evidence shows that there have 

been perpetual failures to change this natural wealth into social and economic development in the 

area. The level of poverty in the area and the rising consciousness about the economic value of 

the crude oil reserves has created popular expression of dissent that has turned the region into an 

area of violence and conflicts (Omotola, 2009). 
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Operational Terms 

Callous State  

The term ‘callous state’ refers to failure of the Nigerian state to adequately provide for its 

citizenry. Prior to the discovery of oil in the Niger Delta region of Nigeria, the people of Niger 

Delta have had to contend with issues of political marginalization and economic deprivation as a 

result of their minority position in the country which means they were not fully represented at the 

centre. The discovery of oil was to transform their destiny, or so they thought, what they 

eventually experienced was environmental degradation and devastation, more political 

marginalization and socio-economic deprivation. The government has left the region 

underdeveloped and the creation of Agencies and Ministry to address this shortfall has not 

yielded any positive result, but collateral failure and colossal loss. The inability of Nigerian 

government to rise up to its responsibilities in this region earned it the title of ‘callous state’. 

Decaying Peace 

The term ‘decaying peace’ refers to the short-term ceasefire (Amnesty) bought by the Nigerian 

government in 2009. The Nigerian government’ decision to grant Amnesty to the Niger Delta 

militants to quell the conflict in the region. The recent events in the Niger Delta region such as 

oil bunkering, vandalization and kidnapping all shows that the short term peace bought by the 

government is fast decaying, which shows that the peace is unsustainable.  

Peace Building 

Peace building in this context is taken as a fundamentally political endeavor, defined by the 

contesting visions of the future, understanding of conflict and conceptions of justice. It is also 

taken as a comprehensive tool in conflict resolution (Wallensteen, 2018). 

 

2.  METHODOLOGY 

The paper used a descriptive survey in carrying out the research. Primary and secondary sources 

of data was used to extract information for the paper. For primary sources, in-depth interviews 

was used to extract information in three communities in Rivers State, namely Bori, Eleme and 

Kpor. Secondary sources, data will be sourced from both published and unpublished books, 

academic journals, conference proceedings, newspapers and magazines, as well as official 

publications of government and non-governmental organizations and the internet. 

 

3.  DISCUSSION OF FINDING 

 

Political Factors 

The role of political factors in the Niger Delta conflict is intricately linked with the interaction of 

corruption, ethnicity, statehood formation, and the contradiction inherent in 'black gold'. The 

members of the Ibo and Yoruba ethnic group have for a long time dominated the people of the 

Niger Delta by virtue of their population. The ethnic nationalities of the Niger Delta became a 

minority in relation to the two major ethnic groups in the two regions (Naanen, 1995; Obi, 1997). 

Niger Delta minority ethnic groups suffered neglect under these major ethnic groups given the 

fact that regional politics was fundamentally defined in terms of ethnicity and lacked 

developmental infrastructure and basic socio-economic that could be measured to be at the same 

level with other major parts of the region. For example, the Ogonis were so embittered that the 

chiefs complained to the Governor of Nigeria during his visit to the Eastern Region in 1956, that 

they were being denied access to scholarships, jobs, important positions, and other socio-

economic opportunities, which was described by as a case of 'internal colonialism’ (Naanen, 

1995). Similarly, minority status within these regions meant the people of the region suffered 

political exclusion. It is not surprising that at independence, they clamored for their own region 

in order to free from socio-economic exclusion and political marginalization. This agitation led 

only to the setting up of the Willink Commission in 1958, which conducted a study and reached 
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the conclusion that the region was poor, backward, neglected and a harsh terrain to live. This 

conclusion shows that the people of the Niger Delta had no control over their destiny and were 

unable to influence the course of their destiny as a result of lack of representation which 

automatically meant poverty, illiteracy, social instability and backwardness. The discovery of oil 

and creation of states after the civil war gave the people of the Niger Delta hope of development, 

modernization and political participation but these two events turned out to be the exact opposite 

of what the people of Niger Delta had hoped for, creation of states only led to weakening of the 

region, the replacement of Ibo-Yoruba at the centre with Hausa-Fulani dominance at the centre 

and centralization made possible by oil wealth allowed corruption at the center to deny the 

people of Niger Delta the benefits of oil production (Idemudia and Ute, 2006). 

 

Furthermore, flow of oil rent to the state coffers allowed those who controlled state power and 

occupied strategic positions use their office as an instrument to control oil and amass wealth 

(Obi, 1997, 2001). Over dependence by other tiers of government on the centre, corruption, 

coupled with failure of the government to provide development benefits in the face of perceived 

political and economic marginalization despite huge revenue from crude oil sales became a 

major driving force and disenchantment between the state and the people of the Niger Delta. 

Nigeria has mostly been under military rule which was fundamentally authoritarian and often 

lacked grassroots support. This meant that they were often already immersed in a crisis of 

legitimacy. Since democratic instruments, including those of conflict management and conflict 

resolution are more or less suspended under the military rule, there was almost no room for state-

society dialogue (Idemudia, 2006). With widespread frustration and bitterness, public protest 

became a viable means for the people of the Niger Delta to vent their grievances, which were 

unacceptable by the government as it threatened their legitimacy, accumulation of personal 

wealth and continue production of oil. This ultimately made the use of armed forces to snuff out 

opposition imperative became by the military and effectively led to militarization of the Niger 

Delta and also breakdown of state society-relationship (Obi; Frynas, 2001). The prevalence of 

military rule in Nigeria was therefore one singular political factor that drove the people of the 

Delta to express their grievance through violence as a result of its inability to maintain internal 

order with minimum use of force, and its failure to meet its social responsibility to the people 

earns Nigeria the status of a failed state, and conflict is endemic to a failed state. This failed state 

status, therefore, represents the political dimension to the Niger Delta conflict (Idemudia, 2006). 

 

Economic Factors 

The economic factors responsible for the conflict can be understood in two broad parts, which 

are political-economic and the economic-environment. The political-economic dimension to the 

conflict deals with oil revenue allocation, which has given rise to the sense of relative 

deprivation among the people of the Niger Delta. Some scholars have argues that the bulk of the 

oil generated from the region should be used for the development of the region on the basis 

compensation and fairness which has been at the heart of the Niger Delta struggle. Other 

politico-economic factors include the rentier status of Nigeria (Yates 1996) as well as the 

national economic crisis of the 1980s (Collier, 1987; Obi, 1997). The commercialization of oil 

exploration in Nigeria effectively led it into a mono-commodity economy and decline of other 

sectors of the economy, which is referred to as a ‘Dutch disease’ (Auty, 1993). This situation 

was made possible as a result of the revenue that flows in from the exploration of oil, this led to 

political and economic insignificance of the taxpayer, as it allows the state to be less dependent 

on taxation. The rentier status of the Nigerian state contributed to the conflict in the Niger Delta 

in two main ways. 
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 First, the rentier status, with the associated effect of 'Dutch disease', allowed the various state 

and local governments in Nigeria to become heavily dependent on the federal government for 

economic sustenance. The revenue accrued from the sale of crude oil and revenue allocation 

made the state governments abandon any pretence of a productive identity and relied 

unashamedly on federal government handouts (Khan, 1994). Given that competitive 

communalism had already taken a strong hold on Nigeria politics, issues of oil revenue 

allocation became a hotly contested terrain. Oil revenue was effectively a 'relatively accessed 

goods' such that the amount that accrues to any actor depends on the amount that accrues to its 

competitor (Hasenclever et al. 1996). The relative accessed nature of oil revenue, among the tiers 

of government made increases in access to oil wealth for the people of the Niger Delta extremely 

difficult, which within the context of marginalization, gave room for the development of a 'worse 

off' feeling among the Niger Deltans, in relation to other major ethnic groups in Nigeria. An 

exploration of the implementation of the principle of derivation on which revenue allocation was 

initially based makes very obvious the unevenly accessed nature of oil revenue and its 

contribution to inciting a sense of relative deprivation within the Niger Delta region. Under the 

derivation principle, 50 per cent of the proceeds of any mineral extracted from any region are 

paid to that region. For example, the Northern region produced cotton, hides and skin and was 

renowned for groundnut production and the Eastern region produced palm oil and petroleum. On 

the other hand, the Western region and mid-western regions produced cocoa, rubber, timber, 

palm oil and petroleum. Each region got 50 per cent of the proceeds of its produce under the 

derivation principle.  

 

However, as Nigeria gradually attained its rentier status, the principle of derivation was 

gradually abandoned. For example, by the late 1960s, population, need and equity principles 

were invoked; in the 1980s social development and internal revenue were included, and by the 

1990s, the weighting criteria fully metamorphosed into population (30 per cent), equity (40 per 

cent), land area (10 per cent), social development (10 per cent), and internal revenue (10 per 

cent). The abnegation of the principle of derivation meant that the five southern oil-producing 

states that accounted for 90 per cent of oil revenue received 19.3 per cent of allocated revenue, 

and the five northern non-oil producing states conversely received 26 per cent of the allocated 

federal revenue (Ikporukpo, 1996). Despite its vast oil resources, the Niger Delta region still 

remains poor, with its GNP per capita and educational levels below national average, and 70 per 

cent of its people living below the poverty line (NDDC 2004). The successive revision of the 

principle of derivation from a whopping 50 per cent to 20 per cent, 0 per cent, 2 per cent, 1.5 per 

cent and 13 per cent in 1975, 1979, 1982, 1984, 1992 and 2001, respectively, thus remain the 

biggest single economic blow dealt the people of the Niger Delta (Idemudia, 2006). 

 

The second contribution of the rentier status of the Nigerian state arises from its failure to 

perform its traditional role, as an unbiased umpire mediating conflicting and competing interest 

among the different sections of society. Olojede et al. (2000) noted that it became impossible for 

Nigerian state be seen as an unbiased umpire given its entanglement with crisis of accumulation 

which undermined its credibility within the polity of Niger Delta. In the Niger Delta, Nigeria is 

seen as a privatized entity that has been parceled out as a means of production serving ethnic, 

personal and other interest at the expense of the people of the region (Obi, 1997). Nigerian state 

continued appropriation of a disproportionate share of the Federation Account by the Federal 

government at a time of expanding administrative costs and increasingly unsustainable spending 

has resulted in nationwide opposition to the revenue sharing system. This view is shared by the 

people of the region given the fact over 40 years of oil exploration has brought nothing but social 

deprivation, political marginalization, ecological catastrophe and a foreign company that enjoys 

state immunity (Watts, 1998). The perception of the Niger Delta people of the Nigerian state as 
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working against their interest has it made difficult to manage internal contradiction without 

recourse to force. Fleshman (2002) provides a more critical insight when he asserted that 

community violence and kidnapping provided a sort of justification for the state to seek military 

solutions to civil problems. The economic-environmental nexus to the conflict relates to the role 

of poverty, the geography of oil and the economic impact of environmental degradation on host 

communities. Watts (1998) noted that insofar as oil is state property, then the relationship of oil 

producers (and citizens in general) with the state becomes an object of debate. In other words, oil 

as a subterranean and territorial resource that is highly centralized and a property of the state 

necessarily channels claims over nature ('our oil') into a sort of right talk. As Obi (2001) points 

out, the location of oil in the region of the ethnic minority gave the people leverage provided by 

'economic power' to adopt an identity owning the oil and claim special rights. Hence, 'oil' 

minority rights reversed the perceived political and economic insignificance of the Niger Delta 

people by increasing the bargaining power of the people vis-a-vis the state. This sense of 

ownership of oil strengthened the peoples' resolve and provided the impetus for the people to 

demand political inclusion and for the state to meets its social responsibility to them. 

 

Environmental Factors  

The relationship between the environment and political conflict has been debated for a long time. 

Hence, the role of environmental factors in the Niger Delta conflict can best be understood in 

terms of being a proximate cause. Moreover, it is difficult for environmental factor to contribute 

to a conflict without a connection to pre-existing conflict generating factors. After all, economic 

and political factors are in part responsible for environmental degradation within the Niger Delta. 

The reliance of the people on their environment for livelihood sustenance and susceptibility of 

the Niger Delta ecology are the starting point for explaining and understanding the contribution 

of environmental factors to the conflict. The environmental dimension to the conflict can be 

understood in terms of an environmental-political and environment-economic nexuses 

(Idemudia, 2006). Environmental change may take any of three forms: overstrain of the 

environment sink capacity i.e. pollution, overuse of renewable resources, and the 

impoverishment of the space of living (Libiszewski, 1992). This conception of environmental 

degradation allows for a much broader understanding of the role of environmental changes in 

promoting conflict in the Niger Delta, which goes beyond the narrow focus of most analysis that 

focus exclusively on oil pollution and gas flaring (Idemudia, 2006).  

 

The people of the Niger Delta are predominantly engaged in farming and fishing for their 

livelihood sustenance. Issues of gas flaring and oil pollution have often been quoted as the most 

formidable challenge confronting the people and environmental sustainability in the Niger Delta 

region. This is not surprising given that between 1976 and 1996, there were a total of 4,835 

incidences of oil spill of at least 2,446,322 barrels (102.7 million US gallons), of which an 

estimated 77 per cent were lost to the environment (Ogri, 2001; Adenikinju, 2002; Ojefia, 2004). 

Jike (2004) has posited that most other reasons of the environmental change become unimportant 

when compared to the consequence of oil spills and gas flaring that occurs on a daily basis in the 

Niger Delta. It is no gain saying that the effects of oil spills have been overwhelming in 

environmental and, therefore, economic terms for people of Niger Delta. Oil spills has 

jeopardized the livelihood and occupation of community members, and indirectly fuel 

competition for scarce arable land among community members Okoh (1996) and Olojede et al. 

(2000). Areas constantly exposed to consistent spills or leaks like Niger Delta according to 

studies carried out often show long term environmental problems as oil spills cause permanent 

damage to the ecosystem. The need for construction of oil facilities has led Oil companies 

acquiring scarce arable lands which bring with it issues of compensation and more than often 

lead to conflict between the Oil companies and the communities.  
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Ibeanu (2000) argued that the conflicts in Niger Delta over compensation most times has to do 

with the procedures of making the payments, the type of payment made, the amount and how it 

was distributed and nothing to do with greed, corruption and being unpatriotic has portrayed by 

the government and oil companies often portray communities as greedy, corrupt and unpatriotic. 

The failure of the government to effectively regulate the oil industry and rein in its excesses and 

also the pursuit of self-serving cost cutting policies by the oil companies partly led to 

environmental degradation in the Niger Delta. The other twist to environmental factor is the 

environment-political nexus to the conflict which centers on the social irresponsibility of oil 

companies and the poor performance of government in the Niger Delta (Ite, 2004; Idemudia, 

2005). The environment-economic nexus relates to the connections of poverty and environmental 

change. While poverty in the Niger Delta is certainly not due mainly to environmental change, 

environmental degradation did worsen conditions of poverty as well as highlight the effects of 

poverty on communities. Community conflict in the 1960s and 1970s was perhaps low as people 

of the region could still engage in subsistence farming and fishing and, therefore, afford to be 

complacent (Idemudia, 2006).  

 

According to Human Rights Watch (2002), since the implementation of the statute that vested 

land ownership on the state, over 10,000 families and another 4,500 people (in 1995 alone) lost 

their farmland to either installations of oil infrastructure or to oil spills. Kemedi (2003) attributed 

this dimension of the conflict to the twin effect of land seizure by the state for oil companies and 

oil pollution by the companies. The consequence was that widespread environmental problems in 

the region became a useful variable that the elites could use to mobilize the youth and gain 

grassroots support for their confrontation with the Nigerian state. Since everyone felt the impact 

of environmental degradation, environmental factors made it possible for the cost of violence to 

be distributed widely, therefore making the cost of inaction seem to outweigh the cost of any 

violent action. Environmental factors thus widen the opportunity structure for collective 

violence, and made the prevailing condition unacceptable. 

 

Social Factors  

The social dimension to the conflict in the Niger Delta includes mass youth unemployment, the 

consciousness that oil is a limited resource and increased awareness of relative deprivation. 

There has been a significant increase in the number of educated people in Nigeria’s rural 

communities and corresponding increase in awareness of relative deprivation (lbeanu, 2000; 

Ukeje, 2001). The indigenes of Niger Delta have come to the realization of their condition of 

living in comparison to other majority ethnic groups which is in part as result of oil exploration 

in the Niger Delta. This generated a deep sense of relative deprivation, a feeling of rejection and 

frustration that are expressed at the slightest opportunity through violence. The awareness of the 

communities that oil was a limited resource given the experience from Oloibori where oil was 

first explored led to the need to act as urgent as possible act. Okoh (1996), stated that the 

inhabitants of Oloibiri whose town was once a main center of oil production now live a solitary 

and depressed life. Good roads, pipe-borne and not available in Oloibiri. The presence of flow 

stations and abandoned pipes and oil exploration equipments and the infertility of their land 

remind the people of Oloibiri of the oil exploration in their community. This has led the people 

of Niger Delta to ask what will be the fate of their community when the oil dries up (Okoh, 

1996). It became obvious that history is about to be repeated and the people of Niger Delta were 

not willing to allow this happen and instead decided to act which made a confrontation with the 

Oil companies and the government inevitable. Unemployment is another major factor 

accentuating conflict in the region. lbeanu (2002) asserted that youth unemployment in the Niger 

Delta is the highest in the country. As a result, a significant number of youth roam the streets 
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feeling separated and not useful which makes them challenge the state at the slightest 

opportunity (Jike, 2004). The problem of unemployment made militancy, youth activism, and 

“political thuggery” a common occurrence in the Niger Delta. Joblessness and militancy have led 

many youths in the region take up oil bunkering as a professional occupation. Proceeds are the 

used to buy weapons that effectively help sustain the militarisation of the Niger Delta. For 

example, it has been alleged that Ijaw youths are linked with the criminal syndicates who 

illegally bunker substantial oil flow (anywhere between 100,000 to 300,000 barrels per day) 

from remote and vulnerable pipelines. This situation has enabled Ijaw youths to bring into their 

confrontation with the state, new assets such as rocket propelled grenades, AK-47 rifles, machine 

guns, satellite phones and speed boats (Cesarz et al. 2003; UNRIN, 2003). As such, social factors 

therefore constitute a trigger cause of the conflict in the Niger Delta, by deepening and 

expanding the feeling of relative deprivation among the people, and making the tool and means 

for confrontation with state and oil companies readily available (Idemudia, 2006). 

 

4.  CONCLUSION AND RECOMMENDATIONS 

The explanation offered here put forward that the Niger Delta conflict is a product of structural 

deficiencies inherent in the Nigerian state, and systemic anomalies within its society. Hence, any 

genuine attempt to resolve the crisis must address the root causes of the conflict that arose from 

structural deficiencies, proximate, and trigger causes that are due to systemic anomalies within 

the Nigerian society. The ramification of the foregoing understanding for conflict resolution in 

the Niger Delta is that addressing only one issue (e.g. political, social, economic or 

environmental) would not guarantee peace within the region. Rather, several interrelated 

problems responsible for the violence in the region must be vigorously and simultaneously 

addressed, given that the pursuit of development within the Niger Delta has been the dominant 

strategy employed by various key stakeholders to address the crisis in the region. Peace and 

sustainable development in the Niger Delta is a collective responsibility that can only be 

achieved on the basis of the Nigerian government meeting its social responsibility, the oil 

multinationals addressing their corporate social responsibility as well as reciprocal responsibility 

on the part of the host communities. Given the nature of the connection among the factors 

responsible for the conflict, what is now required is a comprehensive approach that pursues 

sustainable development on the basis and principles of social, economic and environmental 

sustainability. 
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Abstract 

This paper examined democracy and democratic consolidation with its attendant issues 

and challenges in The Gambia. The study found that the pre-Barrow Administration 

was characterised by dictatorship, where democracy was seriously subverted, 

democratic principles were not followed, the rule of law was not ensured, the separation 

of powers was not also assured, power was centralised by taking it from the judiciary 

and the legislature.The study revealed that the December 2016 presidential elections 

were historic in The Gambia’s democracy because Gambians removed a dictator 

through elections. The study observed that there are sufficient provisions in the 1997 

Constitution of The Gambia on the role of Independent Electoral Commission (IEC) in 

the “protection of fundamental rights and freedom”, which are basic tenets of modern 

democracies and democratic consolidation. The findings of the study indicated that, 

despite being democratic, the Barrow administration is confronted with the socio-

economic challenges of creating jobs, reducing inequalities, providing security and 

housing, and enhancing socio-economic opportunities for the citizens. Given that, the 

paper concluded that The Gambia has witnessed over two decades of dictatorship with 

no respect for human rights and democratic principles, which blemished and subverted 

democracy in the country instead of consolidating it.  The study employed qualitative 

methods in obtaining data from interviews and secondary sources. 

Keywords: The Gambia, constitution, democracy, and democratic consolidation. 

 

1.  INTRODUCTION 

The pre-Barrow scenario of liberal democracy in The Gambia has suffered from the twin crises 

of policy narrowing by means of constitutional subversion and dearth of electoral values. 

Presumably, the best position to commence this broad and all-embracing topic is first to 

contextualise democracy and democratic consolidation and thereafter, put the paradigm of 

developing a democratic polity into significant perspectives. The collapse of dictatorship through 

elections in The Gambia has attracted attention to democracy and democratic consolidation.  The 

Barrow Administration assumed office when liberal democracy was ushered into Africa’s new 

democratic dispensation. In most nation-states of Africa, the liberalisation of polity, following 

Benin’s case in 1991, brought about the stabilisation of electoral modes of governance. 

Coincidentally, Yaya Jammeh came to power in 1994 through a coup d’état which ended Sir 

Dawda Kairaba Jawara’s regime. After a two-year transition, Jammeh legalised his presidency 

through bogus elections in 1996, 2001, 2006 and 2011 using threats, clampdown on oppositions, 

suppression of press freedom as well as the violation of human rights (Akpuru-Aja & Eke, 2017; 

Centre for Democracy and Development (CDD), 2017). The Barrow administration had inherited 

several socio-economic challenges such as unemployment, poverty, inequality, inadequate social 

protection, lack of criminal justice, and human rights violations (Human Development Report, 

2016). It is evident from the literature that a good number of Gambians live below the poverty 

line and youth unemployment is constantly on the increase. The Gambia is ranked 173 out of 188 

mailto:basawaneh@yahoo.com
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countries in the world on Human Development Index (HDI) with high level of poverty and 

inequality in income (26.9 percent), and has 31.7 percent of its population in severe 

multidimensional poverty (HDI Report, 2016). It has an unemployment rate of 29 percent of 

average total labour force between 2006 and 2016 (Akpuru-Aja & Eke, 2017; CDD, 2017). The 

dearth of social protection causes individuals particularly, those in susceptible categories, to be 

subject to high risks of dropping below the poverty line or to remain trapped in abject poverty 

(CDD, 2017). Additionally, that social protection promotes long-term economic growth by 

increasing productivity and enhancing social stability is not in doubt (Kannan, 2004; Jha 

&Acharya, 2016). 

 

Also notable is that the concept of democracy remains idealistic and normative on the one hand; 

and pragmatic, situational and contextual on the other (Laleye, 2011; Adamolekun, 2011). 

Nevertheless, noteworthy is that perpetual quest for democracy, which includes the concept of 

equality, social protection, freedom, citizenship participation, power sharing, human rights and 

rule of law, have been the driving force behind the dynamism of all societies and polities. This 

also elucidates why political development is, in nowhere, linear: it could be more or less slow but 

is gradual, increasing with impediments and shortcomings (Laleye, 2011; Adamolekun, 2011). 

Contextually, discussing democracy and democratic consolidation in The Gambia is a herculean 

task particularly, within an intellectual political discourse. Interestingly, it is of great significance 

focusing on the nature of political experience in subverting democracy in pre-2017 Barrow 

Administration. Thus, this paper focuses on reviewing the relevance and background of The 

Gambia’s political experience in democratic subversion in the pre-2017 Barrow Administration 

by highlighting key issues and challenges confronting the country. Second, attempts to give a 

brief overview of the constitutional framework on the role of IEC in consolidating democracy. 

And the third is a discussion of issues and challenges of democracy and democratic consolidation 

in The Gambia. 

 

The continuing rate of unemployment, poverty, deteriorating health conditions, failure to 

adequately provide social and human services; lack of well-established social welfare system 

pose serious problems in developing countries like The Gambia (HDI, 2016; CDDI, 2017). It can 

be clearly deduced from literature that well-designed public policies which encapsulate social 

policies regarding public provisioning of social protection, criminal justice, security, human 

rights, housing; employment services, human and social welfare services have a significant role 

to play in both socio-economic development and consolidated democratic processes of any 

country. Public provisioning has incessantly become a major instrument for adequate handling of 

emerging social problems and implementing development strategies. There are constitutional 

provisions that promote effective social protection and democracy targeted at addressing human 

rights issues, security, social welfare, and criminal justice. However, despite these provisions and 

available policy documents on public provisioning, the advancement of democracy, respect for 

human rights, and criminal justice, The Gambia experienced lingering subverted process of 

democracy and democratic consolidation for over 22 years under the tyrannical regime of Yaya 

Jammeh. The pre-2017 political experience, under Yaya Jammeh Administration (1994-2017), 

was characterised by wanton subversion of democratic governance principles i.e., deference for 

the rule of law, fundamental human rights and liberties, separation of powers; free and fair 

elections, and multiparty system (Akpuru-Aja & Eke, 2017). The governance tenets and 

institutions enshrined in the 1997 Constitution of The Gambia were seriously undermined; 

hence, corruption, economic and financial misappropriations were rife as well (CDD, 2017). 

 

The current regime (Barrow administration) is confronted with emerging issues and challenges in 

consolidating democracy in The Gambia. Such issues include the challenge of promoting human 
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rights and public liberties, employment, poverty, inequalities, constraints to the independence of 

the judiciary; strengthening the role of the National Assembly; improving the electoral process 

and reducing the politicisation of public service and civil society organisations. To enable the 

Barrow Administration consolidate democracy and entrench democratic governance system and 

culture, attention must be paid to the foregoing issues and challenges. This will permit the 

principles and practice of democracy to flourish in The Gambia. Many scholars like Akpuru-Aja 

& Eke, 2017; CDD, 2017 have conducted studies on democracy and related subjects on The 

Gambia. However, scholars like Adamolekun (2011); Akpuru-Aja and Eke (2017); Klein, 

Kiranda, Bafaki, Okiror, and Kamp (2011); Laleye (2011); and CDD (2017) on various issues in 

democracy. However, there is dearth of empirical literature on issues and challenges of 

democracy and democratic consolidation in The Gambia, hence we are not clear about the issue 

under investigation. The proposed study aims at investigating and analysing these issues and 

challenges confronting the Barrow administration. This is the gap the study attempted to address. 

 

The broad objective of this study is to investigate and examine democracy and democratic 

consolidation with its attendant issues and challenges in The Gambia. The specific objectives of 

the study are to: (1) examine the nature of political experience in subverting democracy in pre-

2017 Barrow Administration in The Gambia; (2) analyse the constitutional provisions on the role 

of IEC in consolidating democracy in The Gambia; and (3) discuss the issues and challenges that 

militate against democracy and democratic consolidation in The Gambia. 

 

2.  LITERATURE REVIEW 

Existing literature on the theory of democracy and democratic practice indicate that democracy is 

currently being acceptable to scholars and governments, as Diamond (1999) puts it, “government 

is better when it is more democratic” (Diamond, 1999). Nevertheless the practice of 

“democracy” differs extensively in terms of form and substance to the degree that most 

purported democratic governments are actually authoritarian (Held, 1987). Undoubtedly, 

defining the concept of democracy has been problematic. There are various models of democracy 

based on the uniqueness of political institutions and procedures that suggest the relationship 

between the state and the civil society. Nevertheless, the only undisputable premise for 

distinguishing between them is the degree of civil society participation in the decision-making 

process politically. The difference in consensus on democracy as the best form of government 

and the broad distinction in “democratic” practices in addition to their effects on the society over  

time have made a general acceptable definition of democracy, unsustainable, resulting in 

“serious” “conceptual disarray” (Diamond, 1999). However, working definitions of democracy 

have been centred on the accountability of the government to citizens. For instance, Schmitter 

and Karl (1993) have described democracy as ‘a system of governance in which rulers are held 

accountable for their elected representatives’ (Schmitter & Karl, 1993: 40). In a similar vein, 

Botchway (2018: 4) describes democracy as “rule by the people as contrasted with rule by a 

person or group. It is a system of government in which everyone who belongs to the political 

organisation that makes decisions, is actually or potentially involved”.  Also, Omoleke and 

Olaiya (2015: 2) asserted that “democracy essentially means the notion of peaceful competitive 

political arrangements with some form of popular participation, within the atmosphere of 

promotion and protection of lives and property and rights of individuals and groups in the 

polity”. Again, Masipa (2018: 2) asserted that ‘the fundamental principles of democracy include 

public participation, equality, tolerance, accountability, transparency, regular, free and fair 

elections, accepting the results of elections, economic freedom, controlling and preventing the 

abuse of power, human rights, multiparty system and the rule of law’. 
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The misunderstanding emerging from numerous systems of democracy has been prompted most 

descriptions of that system of government to focus less on institutional designs for democratic 

rule than on the operational political rules, principles, and to some degree procedures that usually 

produce and sustain democracy. The non-institutional  qualities of democracy comprise popular 

representation in government, majority rule with due respect for the interests of the minority, 

electoral competition for political leadership, popular control of the government, political 

equality premised on the law, and regard for civil rights and freedoms of individuals (Diamond, 

1999). Further, Held (1987) presented the concept of “autonomy” as one of the rudimentary 

characteristics of democracy, the superseding doctrines of democracy. Held further argued that 

the doctrine of autonomy, first entails the exclusion of both the individual and civil society from 

state control which aims to ease the accountability of the state, and, second, the exclusion of the 

state from the control of influential components in the civil society to enable the fairness of the 

state. Held (1987) had precisely posited that “[A] democratic state and civil society is 

incompatible with powerful sets of social relations and organisations which can – by virtue of the 

very basis of their operations – distort democratic outcomes” (Held, 1987: 283). In a similar 

vein, Klein, Kiranda, Bafaki, Okiror, and Kamp (2011: 19) averred that “Elections as the ‘means 

of filling public offices by competitive struggle for the people’s vote‘ has become synonymous 

with democracy as it empowers the common citizens with the right to choose their leaders. As a 

result, elections have become one of the yardsticks for measuring how democratic a country is”. 

This shows the degree to which elections are considered important principles of democracy. In 

addition, Held (1987: 284) argued that democratisation has to include reforming the civil society 

in order to break the form of power that advantaged some groups as well as reforming “the 

institutions of the state (from executive branches to the civil service) which thrive on secrecy and 

control of the means of coercion” to render them more accountable to parliament, that would in 

turn be responsible to the civil society. However, Osuntokun (2012: 85) argued that 
''democracy is the best form of government human ingenuity has designed. However, 

there can be no democracy if there is no virile party system and element of choice. 

Central therefore to democracy is people’s participation and involvement through the 

political system, political parties are the most important ingredient and foundation of 

democracy''. 

Similarly, Klein, Kiranda, Bafaki, Okiror, and Kamp (2011: 2) asserted that “the concept of 

Democracy is traceable to the ancient Greeks and specifically the city-state of Athens in the fifth 

century B.C. The word democracy is derived from the Greek words ‘demos’, meaning people, 

and ‘Kratos’ meaning power or rule” and argued that, democracy implies a ‘rule by the people’, 

although originally “the Greeks used it to mean the poor or the masses”.  

 

Moreover, it is important to argue that if The Gambia is to achieve accelerated socio-economic 

and development progress, it must unleash the drivers for consolidating democracy. This is 

especially true of the new found democracy following the collapse of the 22-year brutal and 

tyrannical regime of the former President, Yaya Jammeh (1994-2017), who attempted to subvert 

democracy by rejecting the results of 1st December 2016 presidential elections in The Gambia 

(Akpuru-Aja & Eke, 2017; CDD, 2017). Adamolekun (2012) argued that an “empirical evidence 

in post-independence sub-Saharan Africa (SSA) shows a positive correlation between good 

democratic practice and good development performance on the one hand, and poor democratic 

practice and poor development performance, on the other” (Adamolekun, 2012: 39). Further, he 

asserted that following “evidence of good democratic practice: respect for rule of law and 

equality of all before the law; free, fair and transparent elections held as and at when due; respect 

for the principles of freedom of speech and association; respect for human rights; and attention to 

enforcement of accountability accompanied by low level of corruption” (Adamolekun, 2012: 

39). This denotes that the above-mentioned elements of good democratic practice are essential 
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preconditions in consolidating democracy for any country whose system of governance is 

premised on democracy. Given this premise, The Gambia’s new found democracy must be 

premised on these basic tenets of democratic governance if it hopes to consolidate its extant 

democracy. According to Adamolekun (2012), it was evidenced that Sub-Saharan African 

countries that registered good democratic practice have performed higher in terms of 

development during the past twenty years than those that registered poor democratic practice. 

Adamolekun (2008) argued that “getting electoral legitimacy right” contributes to economic 

progress of Sub-Saharan countries. Iroanya (2018: 253) stated that “Democratic consolidation is 

a process which implies, among other things, full acceptance, continuous practice, mastery, 

improvement and adaptability of democratic governance to changing circumstances”.  Equally, 

Thyne and Powell (2016) argued that democratic consolidation generally refers to continuous 

democratic governance over a sustainable period of time. 

 

According to Huntington (1991), modern definitions of democracy may be categorised into three 

distinct categories: the ones premised on “the sources of authority for government”, “the 

purposes served by government”, or “the procedures for constituting the government” 

(Huntington, 1991: 6). For the purpose of this study, the third category is more significant 

because it describes democracy as ‘a political system where the most powerful decision-makers 

are selected through fair, honest and periodic elections in which all the adult population are 

eligible to vote’ (Huntington, 1991: 7). This definition regards democracy as that which 

constitutes two dimensions – contestation and participation (Huntington, 1991: 7). It further 

suggests that “electoral democracy” is an essential component of liberal democracy. Further, 

Samuel Huntington posited that the main system of democracy is that those who lead are elected 

by people who they govern by the way of participating in elections (Huntington, 1991: 6-366). 

Freedom House (2008) argued that an “electoral democracy” must have competitive, multi-party 

system, universal adult suffrage for all citizens, with the major political parties having public 

access to the electorate through the media and open political campaign; it must also have regular 

elections which must be secret-ballot, free from fraud or rigging, and must represent the will of 

the people (Uzoma & Samuel, 2019). Similarly, Oduola, Babarinde and Sawaneh (20018: 5) 

highlighted functions of a political system through which democracy can thrive: “communicating 

the wishes of the voters to the government, informing the electorate on significant political issues 

and allowing for a broader participation by more people in the political system” 

 

Additionally, Przeworski, et al. (2000), emphasised contesting elections as an important 

characteristic of democracy, like most international communities comprising international, 

multinational, and donor organisations in the 1990s and 2000s. This has contributed to the 

diffusion of contesting elections in Africa and the rest of the world where the nature of politics 

keeps changing (Collier, 2009). Collier argued that elections were not only viewed as the most 

discernible characteristic of democracy but remained its essential feature (Collier, 2009). In 

relation to democratic consolidation, O’Donnell (2013) argued that democracy is consolidated 

only when the authority is shared between opponents. However, Dahl (1971) contended that 

party opposition is essential but inadequate and argued that appropriate democracy does not only 

require the devices and features of a democratic building but also have the codes of behaviour for 

such a structure (Dahl, 1971; Collier, 2009). In a similar vein, Linz and Stepan (1996) 

maintained that a democratic consolidation is required to show more purposeful characteristics 

than moral instruments and institutions. The authors described consolidated democracy as: 
a political situation in which a strong majority of public opinion holds the belief that 

democratic procedures and institutions are the most appropriate way to govern the 

collective life… [and wherein] governmental and non-governmental forces alike, 

throughout the territory of the state… are subjected to, and habituated to, the resolution of 
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conflict within the specific laws, procedures, and institutions sanctioned by the 

democratic process (Linz & Stepan, 1996: 7).  

The authors insist that by adding the precondition aimed at defining democracy as 

consolidated it is required to gain recognition of the operational state by its own 

folks exhibiting that the functional characteristics of a democracy are deeply 

rooted in a society  than just in the official institutions (Linz & Stepan, 1996). 

Similarly, Botchway (2018) contended that, to consolidate democracy, it is 

essential to educate and train all levels of the population. He argued that literacy 

is a good indicator in consolidating democracy. However, Fernandez (2006) 

makes a distinction between democratisation and a consolidated democracy and 

claimed that while the democratization process could lead to a state with a democratic 

system, a consolidated democracy encompasses the understanding of the system and the 

formal and informal acceptance of its own citizens in regard to institutional, political and 

societal obedience to democratic rules and practices (Fernandez, 2006: 7).  

Nevertheless, while it is significant to build the functional characteristics of democracy, 

democratic consolidation is a herculean work. To this end, Diamond (1997) succinctly states: 
Democracy may be the most common form of government in the world, but outside of 

the wealthy industrialised nations it tends to be shallow, illiberal, and poorly 

institutionalised.  If there are no immediate threats of democratic collapse in most of 

those countries, neither are there clear signs that democracy has been consolidated nor 

stable, truly the only viable political system and method for the foreseeable future. In 

fact, most of the 70 new democracies that have come into being since the start of the third 

wave, only a small number are generally considered to be deeply rooted and secure. The 

remainder appear now “condemned” remaining democratic while they muddle through as 

unconsolidated democracies (Diamond, 1997). 

Linz and Stepan (1996: 5) asserted that democracy is consolidated when 

democratic procedures and institutions turn out to be “the only game in town”, 

and this happens only at a time the players resolve to “play the game”. Besides, 

Schedler (2001) emphasised the significance of socio-economic establishment or 

basis of a democratic regime and argued that feeling “safe” in the consolidation 

only happens when the social and economic milieu as well as its institutional 

backgrounds appear encouraging for the advancement of democracy (Schedler, 

2001). This view is corroborated by Masipa (2018) who argued that democratic 

consolidation is a function of socio-economic changes and not just about elections 

but about the realisation of socio-economic rights. 

 

2.  LITERATURE REVIEW 

 

Theoretical Review  

This paper reviewed the democratisation theories: the “pre-conditionists” school of 

democratisation and the “universalists” school of democratisation. The study does not aim at 

constructing new theory but instead uses the democratisation theories to examine and analyse 

issues related to consolidating democracy in The Gambia to unravel the challenges that confront 

it. Democracy is widely accepted in modern politics as a superior system of governance, though 

scholars argue on the way democracies arise and the manner in which they can evolve and 

consolidate (Berman, 2007; Huntington, 1991). Berman (2007) asserted that there are two 

distinct schools of democratisation theorists, the “pre-conditionists” and the “universalists”. The 

“pre-conditionists” contended that there should be a specific cluster of situations and experiences 

currently existing for a democracy to arise, while the “universalists” claimed that democracy 

could emerge in completely various kinds of ways and environments (Berman, 2007).  
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The pre-conditionists emphasised the significance of national preconditions i.e., the rule of law 

and a healthy operational state as well as other current extant essential forces, including social 

and economic equality and development, cultural personae and dogmas. In a situation where 

these pre-conditions exist, a fruitful democratisation practice is probable, and where they do not 

exist an unsuccessful democratisation process will result (Berman, 2007). This school of thought 

predominated academically during the 1950s and 1960s. To this end, it is believed that policy 

makers should consider this and rethink their methods to promote democracy and probably 

accept the fact that in most parts of the world, some of the pre-conditions do not obtain, and 

could render democratisation difficult, if not impossible (Carothers, 2007). Given this premise, 

the “pre-conditionists” school of democratisation could be linked to the pre-Barrow 

Administration in The Gambia, where certain pre-conditions to democracy were virtually flouted 

as evidenced by the empirical literature. These pre-conditions include the rule of law, respect for 

human rights, freedom of speech and democratic principles, the right to good health facilities, 

education, and socio-economic opportunities, which did not meet the expectations of the 

citizenry. 

 

On the contrary, the Universalists believe that a consolidated democracy can arise from various 

routes and conditions. They posited that the notion that some preconditions make 

democratisation possible should be dropped. The democratic renaissances emerging in the 1970s 

normally epitomised as the “third wave” of democratisation, resulted in sturdy inclination 

towards the Universalist opinion (Berman, 2007; Karl, 1990). In supporting this Universalist 

opinion, O’Donnell and Schmitter (1986) accepted it but considered democratisation as “a 

historical process with analytically distinct, if empirically overlapping, stages of transition, 

consolidation, persistence, and eventual deconsolidation”. Certainly, Bratton and De Walle 

(1997) indicated that there was no link between economic development and democratisation in 

Africa as acutely poor and comparatively rich countries went through democratic transformation. 

The corresponding domination of each school of thought of democratisation has some political 

clout on foreign policies in different ways. Berman (2007) contended that the Universalist 

opinion predominated the larger part of the 1990s and post – 9/11 – trusting that democracy can 

flourish anywhere with what she refers to as “shock therapy”. Nevertheless, the political 

discourse on the quality of success in democracy in developing countries has reinforced the pre-

conditionist opinion of democratisation which continue to give vent to possible rebirths in recent 

times (Berman, 2007). In addition, Zakaria (1997) maintained that democratic experimentations 

implemented in countries with no history of liberal politics will inescapably plunge into glitches. 

Similarly, Mansfield and Snyder (2005) have cautioned on “the dangers that can arise when 

democratic transitions do not follow an auspicious sequence” where “strong political institutions 

that make democracy work (effective state, rule of law and organised parties … and professional 

news media”) evolve prior to the democratisation process. Consequently, the “universalists” 

school of democratisation could be linked to the Barrow Administration era of democratisation 

which had arisen from various routes and conditions such as the need for change of government, 

political awareness and bitter political experience of the citizens, human rights violations, 

corruption and tribal sentiments and rhetoric, under the leadership of the former ruler. 

 

3.  METHODOLOGY 

 

This study was based on qualitative methods, hence both primary and secondary sources of data 

were used and analysed from the interviews and available literature. The study design was 

expounded to review and work out variables that required responses to the questions of the study. 

The reason for adopting a qqualitative method for the study was to gain deep insight into the 

perspectives on democracy and democratic consolidation in The Gambia. The population of the 
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study comprised political scientists, economists, public administration specialists, university 

lecturers, former military officers, security analysts and members of opposition parties in the 

Greater Banjul Area (GBA).  

 

Two political scientists, two economists, one former military officer, one security analyst, one 

opposition party member, and two university lecturers (total of nine) were selected by using 

purposive sampling technique and were interviewed. Purposive sampling was used because the 

sample was selected based on the researcher’s judgement that the interviewees have specialised 

expertise and knowledge relating to aspects of democracy and democratic consolidation in The 

Gambia.  The study obtained a diverse range of participants to get deep insight about the topic 

under discussion. In-depth interviews were conducted to get deep information about respondent’s 

perspectives on the nature of political experience in subverting democracy in pre-2017 Barrow 

Administration, and the issues and challenges that militate against democracy and democratic 

consolidation in The Gambia. Interviews were conducted at different places for the specialists. 

Each interview lasted about one hour. In exploring the issues in democracy and democratic 

consolidation, the data gathered from the interviews were transcribed and analysed using content 

analysis to help understand the phenomenon. The data analysis process mainly involved coding 

or categorising the data manually. 

 

Secondary data were collected from peer-reviewed journal articles, case studies, text books, and 

published research reports. Generally, it expunged findings generated from empirical research 

and several works by scholars on the Gambian experiences relating to democracy and democratic 

consolidation. Also, the findings of various scholars were examined; the 1997 Constitution of 

Republic of The Gambia and the provisions of relevant policy documents were analysed using 

the qualitative method of content analysis. This helped the researcher address the objectives of 

the study and provide answers to the research questions.  

 

4.  RESULTS AND DISCUSSION OF FINDINGS 

The Nature of Political Experience in Subverting Democracy in Pre-2017 Barrow 

Administration in The Gambia 

 

Respondents were asked to explain the nature of political experience in subverting democracy in 

pre-2017 Barrow Administration in The Gambia. The analysis of data obtained from open-ended 

questionnaire and in-depth interviews showed that the political experience was bitter, because 

subverting democracy would have led the country to a blood-bath which would affect vulnerable 

groups like women and children.The pre-2017 political landscape was an autocratic system that 

used the security apparatuses to serve the interest of the dictator – Yahya Jammeh. Though a 

democratically elected (military-turned civilian) leadership, the democratic institutions failed to 

serve the people but one man (the President) and his family’s interest. The Jammeh-led 

government had no regards for the Constitution; his administration lacked transparency and 

accountability particularly, in the management of state funds. People were suppressed; there was 

no freedom of expression, no respect for the rule of law, no respect for human rights; no 

media/press freedom; there was no clear separation of powers; and the regime cracked down on 

the opposition, peaceful demonstrators, dissidents, and protesters. More so, kidnappings and 

disappearance of journalists and civilians became the order of the day. Some institutions were 

created like IEC to conduct elections, National Council for Civic Education but they were never 

strong. Consequently, all opposition political parties came together and formed a coalition with 

the exception of Gambia Democratic Congress (GDC) party, to democratically remove Jammeh 

from power. A Political Science Lecturer at University of The Gambia recounted his views in the 

following excerpts:  
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It was one man rule, it was a dictatorship, democracy was obviously subverted, 

democratic principles were not followed, the rule of law was not ensured, the separation 

of powers was not also assured, power was centralised, power was taken from the 

judiciary and the legislature and given to one man. The state, the President and the 

government were fused; you could not see the difference that is how power was in this 

country. We had a President who ruled based on his whims and caprices, based on what 

he wants; he even went to the point of saying that the country belongs to him and if you 

don’t like you can go to hell. So it was one man, a dictatorship. He was erratic dictator, 

he was megalomaniac. There were institutions that assisted him subvert democracy like 

the army, the courts, the civil service, the national assembly, the judiciary, the security 

services; he used certain individuals and private businesses all helped him subvert 

democracy. How elections were conducted could be another means of subverting 

democracy. The playing field was not level; the advantage of the incumbency, the ruling 

government/president had access to state media, state resources, and he was using them 

to the best of his ability. Using intimidation, state resources to the best of his capacity 

helped him subvert democracy.  

 

Similar views were echoed by other interviewed respondents such as former military officer, 

economists, security analyst and public administration specialists on the nature of political 

experience in subverting democracy in pre-2017 Barrow Administration in The Gambia. 

 

 

Analysis of December 2016 Presidential Elections 

Respondents were asked to comment on the December 2016 Presidential elections outcomes in 

The Gambia. The questionnaire respondents and interviewees unanimously asserted that the 

December 2016, elections was historic because Gambians removed a dictator by elections who 

said he was going to rule The Gambia for a billion years. They claimed it was a turning point in 

The Gambia’s democracy; and the elections process was free, fair, and transparent. According to 

the respondents, many factors made the elections historic: a dictator was surprisingly removed; it 

also saw the coming together of the opposition parties to defeat Jammeh; and it was an eye 

opener for all Gambians and showed that elections could remove a sitting president. They 

emphasised that Gambians are now emboldened but not completely aware of their political 

rights; it was clear that the objective of the Gambian citizens was to remove a dictator from 

power and that led to stable economic growth at that time. However, there were unacceptable 

lapses from the electoral body in the collation of results which in the future must be avoided to 

maintain peace. Here is an excerpt from another Political Science Lecturer at University of The 

Gambia regarding the December 2016presidential elections in The Gambia: 

2016 was a turning point for The Gambia. We have endured dictatorship for 22 

years, we have tried on so many occasions to defeat Jammeh through the polls 

and through arms insurrection, was not possible. The last was December 2014 

when American dissidents came to remove Jammeh through arms but it failed in 

disaster. But December 2016, a few things made the ground fertile for change: (1) 

was an embolden youthful population who came out to say enough is enough,(2) 

Although it was willingness on the coalition partners to put all their differences 

aside and come out with an agenda, remember in 2006 and 2011 attempts were 

made to create a coalition. (3) social media played a key role in how to demystify 

Yahya Jammeh, and the diaspora who influenced their families to vote for the 

coalition to vote Yahya Jammeh out; one factor was Yahya Jammeh himself, he 

shot himself in the foot by coming up with certain policy for example counting on 
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the spot, that killed him, he was so complacent thinking that there was no way he 

could lose the elections; he wanted to make himself look more democratic, he 

came up with certain reforms i.e., counting on the spot that killed him. Another 

important thing also is that 2 things you need to govern: he lost the people; he 

lost the institutions; he lost the army that was supposed to be behind him y; there 

was no Supreme Court when he needed them and also he lost the people because 

people were fed up at that time with Jammeh; there was also an international 

factor: he had no friends in the sub-region (…).  

However, some respondents stated that the inconsistency of the IEC in counting votes had raised 

eyebrows which was detrimental to the prevailing and smooth handing over of power from 

former President to the President elect Barrow at the time, and that the IEC would have been 

held responsible for any upheaval. 

 

 

Constitutional Provisions on the Role of IEC in Consolidating Democracy in The Gambia 

  

Elections and “protection of fundamental rights and freedom” are an important part of modern 

democracy and democratic consolidation. Elections constitute an essential component of 

democratic governance because they fulfil the functions of popular participation and a means to 

change government in a peaceful way. Omoleke and Olaiya (2015: 5) argued that “the conduct of 

election is a sine qua non for any democratic government and governance all over the world”. 

Similarly, Botchway (2018: 4) stated that democracy is “a system of government under which 

the people exercise the governing power either directly or through elected representatives”. This 

shows the significant role elections play in consolidating democracy. Part 2, Section 43 (1a-e), 

(2) and (3) ofthe 1997 Constitution of The Gambia specified that: (1) (a) “the conduct and 

supervision of the registration of voters for all public elections and the conduct and supervision 

of all public elections and referenda”;(b) “the conduct of the election of a speaker and a Deputy 

Speaker”, (c) “the registration of political parties”; (d) “ensuring that the dates, times and places 

of public elections and referenda are determined in accordance with law and that they are 

publicised and elections held accordingly”; (e) “ensuring that candidates in elections make a full 

declaration of their assets at the time of nomination”. (2) “The Commission shall announce the 

results of all elections and referenda for which it is responsible”. (3) “In the exercise of its 

functions under this Constitution or any other law, the Commission shall not be subject to the 

direction or control of any other person or authority”. 

 

Added to that, Chapter IV of the 1997 Constitution, highlighted the “protection of fundamental 

rights and freedom” in the following sections and subsections:17 (1-2) on  “fundamental rights 

and freedoms”;18 (1-4) on “protection of the right to life”;19 (1-6) on “protection of the right to 

personal liberty”; 20 (1-3) on “protection from slavery and forced labour”; 21 on “protection 

from inhuman treatment no person shall be subject to torture or inhuman or degrading 

punishment or other treatment”;22 (1-6) on “protection from deprivation of property”;23 (1-2) on 

“privacy”; 24 (1-10) on “provisions to secure protection of the law and fair play”; and 25 (1-4) 

on “freedom of speech, conscience, assembly, association and movement”. Furthermore, Section 

26 (a-c)  emphasised “political rights”  and stated that “every citizen of The Gambia of full age 

and capacity shall have the right, without unreasonable restrictions” - (a) “to take part in the 

conduct of public affairs, directly or through freely chosen representatives”; (b) “to vote and 

stand for elections at genuine periodic elections for public office, which elections shall be by 

universal and equal suffrage and be held by secret ballot”; and (c) “to have access, on general 

terms of equality, to public service in The Gambia” (Chapter IV of the 1997 Constitution). From 

the forgoing, it could be deduced that there sufficient constitutional provisions on the role of 
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IECand “protection of fundamental rights and freedom”, which are basic tenets of modern 

democracies and democratic consolidation. The findings on objective two corroborated the study 

by Klein, Kiranda, Bafaki, Okiror, and Kamp (2011) that “…the conduct of free and fair 

elections are some of the major principles of democracy”. 

 

Issues Confronting Democracy and Democratic Consolidation in The Gambia. 

 The questionnaire and interview respondents were askedabout the current issues and 

challenges confronting democracy and democratic consolidation in The Gambia. They 

identified the issues and challenges as: lack of willingness by political leaders or elected 

officials in fulfilling their promises to the people; the Barrow administration did not focus 

on what they promised during the coalition campaign, and this raises many questions as 

to whether the government knows what they want to achieve to benefit the citizens; 

thereis a lack of visionary leadership; and bad governance. The status quo of 

backwardness, destitution and frustration is still prevalent in the system. The political 

waves of 2016 gave us leadership change but the structures that destroyed The Gambia’s 

democracy still remained untouched. A Public Administration Specialist at University of 

The Gambia argued in the following extract:  

A lot has to be done in the Gambian politics at national level, where the standard 

of living of people is questionable and the Government of The Gambia does not 

have a better policy to eradicate or reduce poverty at lower level and that leads to 

high deteriorating growth of the country. The reform must start at the grass roots 

levels to eradicate poverty and provide some of the basic needs of people. 

 

In addition, the respondents contended that other challenges included: need for security sector 

reforms, electoral laws reforms, media reform, institutional and capacity building, etc., and how 

to revive the productive sector of the economy such as agriculture (including fishing), education, 

healthcare and other service sectors. The Gambia is clearly unable to fully utilise its sovereign 

national wealth to provide services to the people. As a tax-based economy, The Gambia over 

relies on foreign aid. Again, the monies coming to the institutions are not necessarily invested in 

providing efficient and effective services to the citizenry. The Gambia’s strive to democratic 

consolidation is yet to be attained. This is due to the fact that the necessary reforms that are 

urgent are yet to take place, e.g., media reform for guaranteeing of free media for government 

accountability, security sector reform to build professional security sector and reform in the 

institutions are lacking. To this end, a Gambian Political Scientist was of the following views in 

the excerpts below:   

There is a weak capacity within the civil service, weak capacity in terms of 

resources; governance structures are still weak, because we are not able to 

harness the resources that can pay for most of the public goods and services and 

so we are so heavily reliant on foreign aid and grant and budgetary support that 

really impedes our desires to provide certain services for the people. So the donor 

countries that we depend on will tell you how to spend the money; they will tell 

you don’t subsidise health, don’t subsidise fuel, don’t subsidise higher education, 

just spend the money on xyz that’s why we give you the money because we failed 

to create a sovereign national wealth and sovereign development agenda. Our 

development agenda is Western imposed; we have not sat back as a people and 

create a sovereign development agenda and development agenda that is aligned 

with our realities. But you cannot create your own sovereign development agenda 

if you have don’t have the money to fund that agenda, we don’t have it. So the 

money we have to fund our development agenda is coming from outside so we 

have to go and promote the agenda they give to us: poverty reduction agenda and 
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so and so forth. Grants are tied to the development agenda of the donor countries. 

Today we cannot do certain things because the donor country will tell us what to 

do and what not to do because they give us the money. So for them their focus is 

poverty reduction; we have to start focusing on wealth creation, we have to 

harness our resources and create our own wealth then we can have our own 

development agenda that suits our realities. If you want to do public provisioning 

you need to decentralise governance (…). 

The findings on institutional capacity confirmed the report of West Africa Network for Peace 

Building (WANEP) (2019) that the Gambian Government does not have adequate resources and 

technical capacity to implement her policies. 

 

Regarding security, a number of challenges confront the Barrow administration including: 

political tensions, civil unrests, protests resulting from discontentment of the citizens, petty 

crimes and incursions into the Gambian territorial borders (e.g., the incident at Garawol Kuta 

village in Kantora District, Upper River Region, where Sulayman Trawally was reportedly shot 

in his hand by Senegalese Gendarmerie on the 8th March, 2020). The country is highly fragile 

and polarised, and the daunting task for the Barrow administration is how to maintain security 

within the country and protect the territorial   borders; how to alleviate poverty which is rife 

with hiking prices of goods and services and cost of living; how to provide jobs to the youth; 

and how to unite the Gambian people. The following is an excerpt from a security analyst 

regarding the security situation in The Gambia:  

On Security, there are 2 levels of security: (1) domestic that is within people 

security and (2) security of territorial borders. Obviously, all these are problems 

in the sense that we have porous borders, this is a sub-regional problem; we have 

small arms proliferation in the sub-region. When it comes to domestic security is 

a problem because today we have a police force that is not well motivated, that is 

not well-equipped and not well-trained, and also if you look at the citizen-police 

ratio is not very good, we don’t have enough police officers; so therefore today 

we have a system whereby crime rates have increased although there is no 

empirical evidence but believe me today if you go to the police station and ask for 

the crime register you will see that crime rates have increased especially petty 

theft, burglary and assault and these things have increased over the past years 

(…).  

 

Similarly, other respondents and interviewees were of the opinion that the security situation in 

The Gambia is still fragile after the Jammeh administration, because the country has foreign 

troops on the ground, Economic Community of West African States Military Intervention in The 

Gambia (ECOMIG), that it is still amenable to both internal and external attacks. They argued 

that there are security issues like land disputes which are causing serious problems, for example 

the land disputes that happened in Faraba, Busumbala, and between Kombo Gunjur and 

Berending villages; lives were lost in Faraba (3 people died) and Kombo Gunjur (one person was 

shot dead). Also, there are issues relating to environment and disputes at community levels that 

are causing security threat in the country. 

 

The results of this study confirmed the findings of WANEP (2019) that unemployment among 

the youth consequently led to increasing crimes rates across the country as well as illegal 

migration, which decreased the trust between the state and citizens because of the weak state 

capacity to address the socio-economic needs of the people.  
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5.   CONCLUSION AND RECOMMENDATIONS 

 

The study found that the pre-Barrow Administration was characterised by dictatorship, where 

democracy was seriously subverted, democratic principles were not followed, the rule of law was 

not ensured, the separation of powers was not also assured, power was centralised by taking it 

from the judiciary and the legislature.The study revealed that the December 2016 presidential 

elections were historic in The Gambia’s democracy because Gambians removed a dictator 

through elections. The study observed that there are sufficient provisions in the 1997 

Constitution of The Gambia on the role of IEC in the “protection of fundamental rights and 

freedom”, which are basic tenets of modern democracies and democratic consolidation. The 

findings of the study indicated that, despite being democratic, the Barrow administration is 

confronted with the socio-economic challenges of creating jobs, reducing inequalities, providing 

security and housing, and enhancing socio-economic opportunities for the citizens. Given that, 

the paper concluded that The Gambia has witnessed over two decades of dictatorship with no 

respect for human rights and democratic principles, which blemished and subverted democracy 

in the country instead of consolidating it.  To consolidate democracy, the Barrow administration 

should formulate socio-economic policies, blueprints and strategies that will enhance the social 

welfare of the citizens. The study employed qualitative methods through obtaining data from 

interviews and secondary sources. 

 

Recommendations  

1) For democratic consolidation to thrive, the government must build strong institutions; 

make sure that the institutions it builds can create a system where there is separation of 

powers; ensure the rule of law and human rights are respected; it must also promote 

strong media/press freedom and civil societies to check possible abuse of power by the 

government, and act as counter forces where applicable.  

 

2) The right expertise is needed in providing public service to the people. Equally, a fight 

against corruption is crucial to ensure efficiency and effectiveness in the public sector. In 

terms of democratic consolidation, the right institutions and clear constitutional 

provisions to ensure separation of powers, respect for the rule of law and fundamental 

rights and freedoms are necessary for The Gambia’s democratic consolidation. There is 

the need to separate the State from the ruling party to prevent the latter from 

monopolising the resources and institutions of the former. 

 

3) Institutional reforms ranging from the security sector to the judiciary in ensuring 

professionalism are essential for democratic consolidation. Elect the right people with the 

right knowledge, wisdom and foresight to change the face of the country. The politics of 

deception, patronage, and compensation must stop to help the country. Sensitise the 

citizenry on the importance of promoting democracy and democratic consolidation, good 

governance and adherence to the rule of law. Improve on the quality of governance, 

institutions, land reforms, quality of education, human capital development; expert  

engagement, import reduction, and security of people and cities/towns or villages. 

 

4) Based on the results of the study on the issues, the Government of The Gambia should 

give priority to the productive sector of the economy in this case agriculture (including 

fishing), and tourism to enable the country have more foreign exchange. The Barrow 

administration also needs to encourage investors to invest in the hotel industry i.e., invest 

in hotels and restaurants to create employment opportunity for the Gambian youth. Also, 

they need to improve on security, democracy, the rule of law, human rights and good 



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

593 
 

governance, repeal some of the bad laws the country had in the past 22 years. The 

government needs to create its sovereign development agenda; this can be achieved by 

looking at the society to understand the type of development it needs; have human-

centred developments through access to: quality health care, and quality 

education.Operate a government that is very transparent, accountable and has respect for 

the fundamental human rights. 
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Abstract 

The realization of the Sustainable Development Goal4 (SDG4) of the Sustainable 

Development Goals (SDGs) agenda will be a mirage in Nigeria if the states 

governments are not proactive in the formulation and implementation of initiatives that 

are measurable and effective in giving all targets quality education. This prompted the 

Edo State government in 2018 to initiate Edo-BEST to promote governance in 

education, teacher training and development, community partnership through 

strengthening the local education board all with a view to achieving quality education 

and equal access to education. Though sharing peculiarities with the Osun State 

education policy during the Aregbesola’s administration, Edo-BEST is described by 

World Bank as one of the best fives in Nigeria.  This paper therefore examines the Edo-

BEST initiative from the political dimension to education with a view to accessing its 

impact on governance and also to determine if the policy can adequately sustain both 

access to education and quality education in the state. 

 

Keywords:Sustainable Development, Edo-Best Policy, Educational Reform, 

Globalisation and Education Governance 

 

1.  INTRODUCTION 

 

The World Bank’s Governance and Development Report in 1992 ushered in the word “good 

governance” into Public sector management as key word for accountability, development and 

transparency.  Since then, the concept has come to be adopted widely by governments as the 

most appropriate strategy to address various sectors (education inclusive) that borders on 

development. Coupled with this are the Sustainable Development Goals (SDGs) which 

highlighted areas of development that good governance may help achieve. In accordance to the 

Sustainable Development Goal 4 of the Sustainable Development Agenda, many countries have 

been working towards ensuring quality education in all the targets of the goal. The awakening to 

the reality that quality education itself is a roadmap to sustainable development and that it is a 

necessary tool for innovation in all sectors of a nation and improvement to the quality of life 

makes it a life line of any community or society.  

 

UNESCO Salamanca Statement (June, 1994) reaffirms the necessity of education: thus urging all 

governments to give the highest policy and budgetary priority in their education systems to 

include all children irrespective of their differences as a matter of legislation, unless there are 

compelling reasons for doing otherwise. Also, the UNICEF’s 2013 State of the World’s Children 

Report further affirmed UNESCO statement when it declared that “universal access to quality 

education is considered a basic human right and not a privilege”. No wonder Mandela (1999) 

stated that quality education is the most powerful weapon which you can use to change the world 
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and it is also a life line of other sustainable development goals. However, in Nigeria the figures 

of out of school children are too high going by the UNICEF 2019 Report.  

This paper therefore uses the Political dimension to education policy analysis to review the Edo-

BEST initiatives of the state basic universal education board with reference to public schools 

across the local governments in the state. This is with a view at reviewing the initiative to see if 

the initiative can lead to sustainable development. The first section of this paper looked at the 

introduction; the second section is a review of literatures on education governance and political 

dimension to education. The third section discusses the education governance and Edo-Best 

policy of the Edo state government while the last section reviews the initiative using the targets 

of sustainable development goal 4.  

 

Importance of Quality Education to Governance  

Quality education not only improves the quality of life but also equip people most especially in 

the rural areas with the tools required to develop ground-breaking solutions to the world’s 

problems including governance. There is therefore no gainsaying that quality education plays 

important role in helping people to become literate, be able to numerate, become problem 

solvers, achieve self-actualization, economic sufficiency, civic responsibility, and satisfactory 

human relationships (Brimley & Garfield, 2005). The need of quality education prompted 

countries to embark on governance reform agendas in public sectors in an attempt to change, 

reinvent, transform or restructure government agencies and public organizations (Fernandez & 

Rainey, 2006; Pollitt & Bouckaert, 2000).  

 

Globalization, ICT and Educational Policy Reforms  

These reforms are noticeable in the curriculum changes, free basic education programs, and 

information communication technology driven teaching and learning. In some countries, these 

reforms have been driven by the pressures of globalization (Huque & Yep, 2003), while in some 

countries, the economic situation was the propeller of these reforms. Majorly, globalization 

trends cause reordering of national economies, cultures, values, politics, governance and 

education, complemented by new developments in information technology (Giddens, 1999; 

Mok, 2005; Petrella, 1996; Pierre & Peters, 2000; Skliar, 1999; Waters, 2001). Lee (2017) 

further explained that globalization has profoundly transformed the economic, social, cultural 

and technological processes and structures throughout the world and it has also impacted in 

varying ways and degrees the national education systems across the regions.  

In the awakening of the effects of globalization, a well-performing sustainable education system 

is central to achieving inclusive development (levy et. al 2018) and also developing the skills of 

student that can make them function and navigate the global village that is competitive thus 

prompting both human and societal development. Taylor-Kamara (2010) further argued that 

when any nation educates its people, it serves the good of the entire country and citizens who are 

educated with a sense of purpose and the confidence to pursue careers that add stability to their 

nation. 

 

In Nigeria, the government has initiated and implemented several education reforms and policies 

since independence to ensure that the citizens not only have access to education but also to 

quality education which can help drive development in the country. These policies ensure that 

children from 0-15 years regardless of status and gender have access to education. On the other 

hand, other levels of government in the country are monitored and supervised in line with the 

Universal Basic Education Act of 2004. These levels of government were expected to ensure that 

the children within the ages of UBE framework are in school through formulating policies and 

laws that will promote the success of the program.  
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Despite the efforts of government, UNICEF 2019 Report on Nigeria revealed that about 10.5 

million of the country’s children aged 5-14 years are not in school and that only 61 percent of 6-

11-year-olds regularly attend primary school and only 35.6 percent of children aged 36-59 

months receive early childhood education. This is indeed disturbing because if there are children 

yet to be captured in school, it means that quality education for all the children through the free 

Basic Universal Education program in the country will be a mirage and this affect the 

development plans of the country. 

 

Political Dimension to Education  

Education policy exists within a particular social, political and economic context and it is a key 

site through which social, political and economic norms are constructed and maintained. Ozga, 

(1999) argues that education policy is not limited to government processes, schools or teachers 

but also the political, social and economic contexts of policy. In every policy, Taylor (1997) 

opines, there is always a prior history of significant events, a particular ideological and political 

climate and economic context –and often, particular individuals as well – which together 

influence the shape and timing of policies. This implies that politics and polices are intertwined 

in the process of policy development. And, understanding the context of policy production and 

the power of actors involved is equally important for education.  

 

Political Science traditionally plays a role when it comes to applying the full range of its 

analytical perspectives and methodological tools to education as a field of study (Jakobi, et al., 

2009).  The empirically-based theories in Political Science as a discipline can help specify the 

conditions under which policies are likely to change or remain stable, explain how politics 

shapes education policy, and in turn, how those policies influence political participation and 

future policy design. Its Normative Theories provide the rationale for why politics has a 

legitimate role in public education, and more importantly, for why education should be a valued 

collective good in a democratic society (Schneider& Plank, 2009). Thus, Education is no longer 

just about what happens in classrooms and schools, but increasingly about rules and regulations 

promulgated in state capitals and the federal government designed to improve student academic 

performance and social development as well as the management and operation of the schools 

they attend (Gary Sykes, et al., 2009). 

 

2.  EDUCATION GOVERNANCE 

The concept of governance can be traced back to 400 B.C. where the art of governance, 

including justice, ethics, and anti-autocratic tendencies, was presented. In this document, the 

duties of the king were identified, including the protection of the wealth of the state as well as 

enhancing, maintaining and safeguarding the wealth and interests of his subjects (Kaufmann and 

Kraay, 2008).  

 

Governance refers to a process by which formal institutions and actors wield power and make 

decisions that influence the conditions under which people live in a society. Those institutions 

may be representative bodies, such as legislatures, school boards, and the governor’s office of a 

particular state. They also include institutions of government that make rules and implement 

policies Manna &McGuinn (2013Education governance is defined as government institutions 

that are organized have rules and responsibilities in the educational system. Education 

governance is concerned with “how the education system is organized, and power is allocated; 

what structures and decision-making processes are in place; formal roles and responsibilities; and 

the relationship between central and local authorities (Watson et al, 2003). Furthermore, 

UNESCO (2008) argues that education governance is concerned with the formal and informal 
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processes by which policies are formulated, priorities identified, resources allocated, and reforms 

implemented and monitored.  

 

Rizk (2018) opined that education governance involves how much funding should be allocated 

and how it should be distributed, managed and accounted for. It determines how powers and 

functions are distributed among the different actors and across the different layers of the system 

and how to maintain law and transparency to hold those with authority accountable for their 

performance. It also ensures the deployment of qualified, motivated and accountable employees 

across the system (UNESCO, 2012).  

 

This implies that education governance is concerned with the structures, processes, resources, 

and policies put in place to bring about transparency, accountability, equality, responsiveness in 

the operations of a nation’s educational system.  In the light of above definition it is therefore 

imperative for governments to ensure that education governance not only answers to the 

educational concerns of the people but also to the increasing influence of globalization which is 

making the world a global village. It is also essential that education governance be guide by the 

basic principles of good governance in accordance to the local culture and lifestyle of the people 

for it to experience a viable result. 

 

Education Governance in Edo State 

Attaining a sustainable education system has been the focus of the Nigeria government since 

independence through the National Education Policy that was published in 1977 which 

commenced the implementation of Universal Primary Education to the free universal education 

which commenced in 1999. The free and compulsory education programme is to provide every 

child of school age in Nigeria with access to quality education from primary up to the completion 

of junior secondary school. 

 

The Universal Education Act of (2004) states that government shall provide free, compulsory 

and Universal Basic Education for every child of primary and junior secondary school age. Also, 

parents shall ensure that the child receives full-time education suitable to his or her age, ability 

and aptitude by regular attendance at school.  This is to ensure that the cost of education for 

parents and guardians is reduced and that no child is exempted from going to school. The Act 

also expects every state to establish a State Universal Basic Education Board (SUBEB) and also 

formulate policies that will drive the vision of universal basic education the federal republic of 

Nigeria.  Also, the Local Government Area of a State should be involved in Local Government 

Education (in this Act referred to as "the Local Education Authority") which shall be subject to 

the supervision of the Education Board (Universal Education Act, 2004). Bell & Stevenson 

(2006) opine that the state almost universally has a key role in the provision and/or regulation of 

education services. ‘State policy’, whether national or local (or increasingly supra-national), 

therefore has a considerable impact on shaping what happens on a daily basis in schools and 

colleges.  

 

In line with Federal Government directive, in 2005 Edo State adopted the Universal Basic 

Education (UBE) programme and enacted the State UBE Law which set up the State Universal 

Basic Education Board (SUBEB).  Manna & McGuinn (2013) opine that education reform and 

policy involves experimentation, adaptation to local conditions, accountability from officials on 

the scene, and community engagement, and these tasks can best be performed by state and local 

governments. This implies that the successful implementation of the policy is not only the 

responsibility of government but a collective responsibility of all actors from government to the 

local communities.  
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The figure below revealed that in 2009, the enrollment of student into the primary school in Edo 

State totaled 284,940 while in 2010 the population of student enrollment reduced to 204,277 

students. This implies that between 2009 and 2010, student enrollment rate in the 18 local 

government areas of Edo state experienced a 28. 3% decline. The decline is not limited to Edo 

state, but to many states in Nigeria. The government noticed that during this period many parents 

preferred to send their wards to private school due to the deplorable state of the infrastructure, 

the lassie-faire attitude of teachers to work, the limited resources and several other problems. The 

2010 Report of Nigeria Education Data Survey states that the main reasons parents and guardians 

gave for their primary-aged children having never attended school were the distance to school, 

child labour needde at home, and the monetary costs. Memon, Joubish & Khurram, (2010) 

argued that in developing countries people often do not have the resources to have their 

children/wards educated. They rather focus more on acquiring basic needs such as food, clothes 

and shelter, which divert attention from learning activities. 

 

Thus, the government embarked on a 360-degree overhauling of the education sector with the 

retraining of teachers and modification of the school curriculum, reviewing and amending the 

medium of instruction as well as renovation and creation of more schools which were targeted to 

achieve at the cost of over N180 billion.  Two years later, the efforts of government yielded a 

promising result with an increase in the enrollment of primary school students (317,484) in 2012. 

In 2013, however, Edo experienced another setback, despite the achievements of the previous 

year. The enrollment in the primary school was 284,880 while in 2014 and 2015 the enrollment 

was 330,905 and 246,045 respectively.  

 

The annual report of UNICEF explained that Nigerian children of basic education age 

represented the highest number of identified migrants (14,000) arriving irregularly in Europe, 

with more than 600 unaccompanied or separated children and that 72% of these children are 

from Edo state.  The report from Universal Basic Education Commission corroborated the 

UNICEF report when it stated that out of school children (age 6-11 years) in the state amounted 

to 388,317.  

 
Source: compiled from Edo open data, Ministry of Education and Universal Basic Education 

commission 
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In 2017, the Governor of Edo State embarked on consultations with stakeholders in education 

and local communities in a bid to improve on the state of education in the State which was 

worrisome. The deliberations gave birth to the Edo-BEST Policy, which the state is currently 

running now. 

 

3.  EDO-BEST POLICY 

The official launch of Edo-BEST, which stands for (Edo Basic Education Sector 

Transformation), on 10th of October 2018 marked the beginning of digital education in Edo 

State. Edo-BEST is an education policy that is expected to promote sustainable development 

through the five pillars namely: Systems Strengthening and Organizational Development; teacher 

Professional Development and Quality Assurance; Curriculum Development and Learning 

Outcomes; Community Engagement and Partnerships and School Infrastructure and Facilities.  

Lockheed (2012) explains that education policy should center on factors such as curriculum, 

standards, grading schemes, language, qualified staff, and resources such as books and buildings. 

The five pillars are designed to fulfill the set objectives of Edo-BEST in accordance with the 

Universal Basic Education policy of the Federal Government. The objectives of Edo-BEST were 

clearly highlighted in the Edo-BEST brief, 2019. Thus:  

• Enhance the quality of Basic Education provision anchored on new technologies and the 

developmental objectives of Edo State and Nigeria; 

• Ensure all children of basic school age in Edo State are enrolled in school, actively 

participating and achieving set learning benchmarks and outcomes. Ensure that teachers 

are properly trained; professionalize the teaching corps, effective Quality Assurance; 

• Foster active involvement of community and other non-state actors. Systematize the 

constructional renovation of schools to further aid pupils’ comfort and protection and; 

• Revamp basic education management and delivery to make Edo State children highly 

knowledgeable, competent, skilful, morally sound and globally competitive.  

 

Pillar one of the policies basically focused on the processes and management of education based 

on the culture of the people in Edo state using transparency, accountability, result oriented, 

efficiency, and work ethics as the watch word. This pillar is to establish sustainable functional 

evidence-based quality planning, budgeting and monitoring and evaluation systems to facilitate 

inclusive quality basic education provision in Edo State. The pillar is also to establish result-

focused, transparency and accountable in financial management; procurement processes and 

practices; and effective utilization of basic education resources.  The aim of the pillar is using the 

characteristics of governance to develop education management and operational capacities and 

efficiency of Edo State Universal Basic Education Board (SUBEB) and the 18 Local 

Government Education Authorities (LGEAs) in the state.  

 

The government embarked on the actualization of Pillar One objectives in November 2018 

through digital capturing of students and school teachers for government to have data base of 

both the students and the teachers in the 18 local governments of the state. Capturing both the 

students and teachers was to help government plan on finances, management and training needs 

of the teachers. The capturing revealed that schools in the rural areas have a short fall of 

teachers, hence, special allowances was allotted to teachers in the rural areas to encourage them. 

Also, schools were merged for easy management. Also, giving students corporal punishment was 

abolished to promote teacher/ student relationship and encourage students to go to school. The 

government also recruited Learning and Development Officers, Quality Assurance Officers and 

Social Mobilization Officers. In addition, Basic Education Management Information System 

(BEMIS) was created by the government for easy management of schools. 
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Pillar two of the policy, addresses capacity building and development of both the teachers and 

the education administrators in public schools. It also seeks to ensure that they are equipped with 

tools needed in line with current wave of digitalization with assistance from Bridge Consultants 

who serves as the technical partner. The pillar also has its own objectives set to address existing 

problems identified as the inability of teachers to teach effectively and lack of resources in and 

out of the classroom (Aluede & Idogho, 2014), and lack of elementary necessities and a 

comprehensive set of instructions needed to teach (Odia & Omofonmwan, 2007). These 

objectives are: 

• Develop a cost-effective professional development, management and support system to 

ensure teacher and head teacher adequacy, competence and effectiveness for inclusive BE 

provision in Edo State. 

• Ensure availability and adequacy of necessary and appropriate resource materials to 

facilitate quality teaching and learning in all basic schools. 

• Establish a QA system to drive the achievement and sustenance of quality standards in all 

State basic schools (Edo-BEST brief, 2019). 

The government in 2018, embarked on training of over 11,350 teachers and 489 Education 

Managers and field staff in the Ministry of Education and Universal Basic Education Board on 

curriculum development and the method and procedures in line with the objectives of the pillar. 

Also, 45 SUBEB quality assurance officers who are responsible for auditing a cohort of Edo-

BEST schools were trained (Edo-BEST brief, 2019). 

Pillar Three of the policy centers on curriculum development with the objective of enabling more 

children to enroll in school, effectively participate and complete a good standard basic education 

with improved learning outcomes. Students were given free educational resources and books 

which cost over N1.5 million to attract students and also assist those of them from less privileged 

families. In addition, based on pupil learning data, a custom academic program to accelerate 

pupil growth in literacy and numeracy was designed and pupils receive targeted instruction in 

reading, writing, critical thinking and math (are responsible for auditing a cohort of Edo-BEST 

schools brief, 2019). 

The fourth pillar, focused on engaging the community in the management of schools and also 

partnering with the local communities at ensuring that they are carried along in the processes 

based on the objectives of the pillar. The pillar’s objectives are; 

1. Build capacity of Edo SUBEB in the 18 LGEAs for effective social mobilization for 

enhanced communities and civil society support to basic school improvement. 

2. Strengthen community, civil society and private sector collaboration and partnership with 

government for the improvement of basic education services and provision in Edo State. 

3. Establish effective functional School-based Management Committees (SBMCs) to 

enhance community participation and support to improve basic education delivery in the 

State (Edo-BEST brief, 2019).  

In attaining the objectives, government trained over 11, 000 School-Based Management 

Committee members (SBMC) to educate the communities on the goals of Edo-BEST and engage 

them in monitoring the growth of their children. This includes encouraging parents to attend 

Open Day to learn about their pupil’s academic and developmental growth (Edo-BEST brief, 

2019). 

Pillar five was expected to maintain and manage the infrastructure based on the characteristics of 

governance which includes transparency and accountability. The set objectives of the pillar are 

as follows: 

1. Establish a sustainable cost-effective and result-focused transparent tender and 

procurement processes and practices for Edo State Basic Education subsector.  
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2. Develop and institutionalize an effective equitable project delivery and management 

system to facilitate adequate infrastructure and facilities for inclusive quality basic 

education provision in Edo State 

3. Institutionalize good maintenance culture for school infrastructure and facilities with 

community involvement (Edo-BEST brief, 2019). 

 

4.  EDO-BEST POLICY AND SUSTAINABLE DEVELOPMENT 

Sustainable Development Goal 4 (SDG4) of the Sustainable Development Goals (SDGs) is 

intended to shape education priorities and education management across all UN Member States. 

Thus, SDG4’s successes or failures will also have profound impact on the trajectories of the lives 

of the millions of children who are at risk of never setting foot in a classroom, or of dropping out 

before completing a full cycle (Moriarty, 2019). Also, the impact that access to and completion 

of quality education can have on individual, communities and national development, makes the 

SDG4 policy framework fundamental.  

 

The pillars of Edo-BEST policy have a positive drive towards the actualization of SDG4 targets. 

The pillars support access to education by students not withstanding their family status. 

According to Edo-BEST Brief (2019), over 271,000 students have access to public schools with 

15% of new enrollment in public schools transferring from private schools. In reality, 

government is yet to capture all the children in the state and this posits a great challenge ranging 

from financing the program, planning ahead, forecasting, prediction to knowing parents that are 

not sending the kids to school. Some children are undocumented and such undocumented 

children can be denied access to public education by parents and these children will grow up to 

be illiterate. 

 

5.  THE OBSTACLE OF POVERTY, POLICY TARGET AND DWINDLING 

REVENUE 

According to a study conducted by National Bureau of Statistic in 2015, 23.22% of children in 

Nigeria are living in extreme child poverty while 70.31% of children in the country were in 

overall child poverty. Thus, policy must address the effect of poverty on both education 

outcomes and learning outcomes of students. How can a hungry child concentrate well in the 

classroom? How can the brain of a hungry child develop fully?  Poverty presents a chronic stress 

for children and families that may interfere with successful adjustment to developmental tasks, 

including school achievement (Engle &Black, 2008). The policy refuses to address poverty in 

the country and how it affects can be cushioned among students from poor families can be. 

 

The objectives of Edo-Best policy no doubt align with the Universal Basic Education program of 

the Federal Government but exempted targets 2 and 3 of the SDG4. Target 2 stated that girls and 

boys have access to quality early childhood development, care and pre-primary education so that 

they are ready for primary education while target 3 includes equal access for all women and men 

to affordable quality technical, vocational and tertiary education, including university.  

 

The Edo-Best policy basically covers only the primary and junior secondary school. White 

(2012) argues that pre-school education has a very important part in closing the achievement gap 

that exists between children entering school with the necessary school readiness skills. This is 

because first five years of a child’s life determines how his or her brain will develop (McCartney 

& Phillips, 2011). Therefore, if a child is brought up in an enriched environment like the school, 

the brain grows and acquires more planning and critical thinking skills (Cohen & Manion, 1989). 

Though there is no form of assessment for children in the day care centers due to the informal 

learning approach adopted by the institutions, but all teaching skills are directed towards brain 
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improvement and the trained educational staff monitors and documents the progress of the 

children to identify the areas of weakness and strength for each child (OECD, 2006).  

 

The burden of financing this program also poses a threat to the survival. In 2017, Edo State 

Government total budget was N 153.49 bn; the sectoral allocation of N10.46 billion was to be 

spent on education. This figure supersedes Ministry of Finance (N7.05bn) and Ministry of Health 

(N 6.21bn) but lesser than Ministry of Works (N14.85bn). In the same year, the government had 

an external debt of $183.64m and also an internal debt of N 45.09bn. In 2019, the total budget 

was N175.7bn, 15.3% (N26.8 billion) of the budget was allotted to education. This implies that 

there was 60.97% increase in the budget on education from 2017-2019, the issue here is that the 

oil glut in the country and the dangling internal revenue of the state coupled with the huge debt 

the state incurred are threats to the sustenance of the program.  

 

Psacharopoulos (2004) argues that spending in public schools do little to encourage Staffing 

rules, pay scales, and allocations for school inputs are fixed so that school heads have little 

budgetary leeway. He explains that they have little flexibility to adapt centrally set norms 

(regarding teachers' qualifications, curricula, text-books, timetables, and so forth) to suit local 

conditions. This evident in the general training given to them notwithstanding the school 

environment they are managing. 

 

6.  CONCLUSION 

Sustainable development and active citizenship are meaningful part of the public responsibility 

of education, and key in empowering students to shape a sustainable future. Government will 

have to incorporate characteristics of governance into education to make the people believe in 

the system. There is also the need for relevant and up to date data before formulating and 

implementing policies. Based on Nigerian experience, this remains problematic for years in the 

country. 
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Department of Management and Accounting, Obafemi 

Awolowo University. Her areasof Specialization include 

entrepreneurship, information communication technology, 

operation research and innovation management. 

 

 

Tunde Abioro teaches in the Department of Local Government 

and Development Studies, Faculty of Administration, Obafemi 

Awolowo University, Ile-Ife, Nigeria. He holds a PhD in 

Political Scienceand hisresearch interests includepublic 

policy, human security and comparative politics. 

 

 

 

 

  



4th International Conference, 2020  Faculty of Administration, OAU, Ile-Ife, Nigeria 

609 
 

Chidiebere James Onwutuebe is a Lecturer and Researcher 
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