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Abstract: The study evaluates the effect of financial performance, capital structure and firm size 

on firms’ value of listed consumer-goods firms in Nigeria over the period of 12 years (2006-2017). 

The study concerns itself with Return on Assets and Return on Equity proxy financial performance 

while Short-term debt and Long-term debt proxy financial leverage, Natural logarithm of total 

assets proxy firm size with Tobin's Q proxy firms' value are also considered where Firm growth 

serves as control. The study uses ex-post facto Pooled Ordinary Least Squares together with Panel 

data estimators consisting of Fixed Effects Model and Random Effects Model. The study revealed 

that Return on Assets, short term debt and long-term debt have positive significant effect on 

Tobin's Q, while Return on Equity has negative significant effect on Tobin's Q and firm size and 

firm growth have insignificant effect on Tobin's Q. The study concludes that the independent 

variables have effects on the dependent variables. The study recommends that the management of 

the firms should maintain the use of debt in their capital structure as it enhances firm's value; the 

management should sustain and improve on the level of total assets as it enhances firms' value.  
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1.  Introduction 

From the management view, financial performance, serves as a managers’ ability to run the 

business in order to maximize owners’ wealth. It is a reflection of past historical information that 

is reported by the business to demonstrate the effectiveness and efficiency of management 

stewardship. It is also the process of measuring the results of a firm’s policies and operations in 

monitory terms. Financial performance can be measured though, not limited to, return on assets 

(ROA), return on equity (ROE), return on investment (ROI), earnings per share (EPS). These 

measures indicate that firm financial performance is a product of accounting ratios related to the 

past profit or loss of the business and as such may affect the market value of the business in the 

competitive world.  

 

Capital structure represents a firm’s financial framework which consists of debt and equity. A 

financing manager is concerned with the determination of the best financing mix (debts and 

equity) for the firm since firms seek to adopt a financing mix that minimizes cost and maximizes 

financial performance. According to Dare and Sola (2010) there are various levels of debt-equity 

ratio which firms adopt: 100% equity: 0% debt, 0% equity: 100% debt and X% equity: Y% debt. 

Maximizing the value of the company not only with equity values should be considered, but all 
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kinds of financial resources such as debt, warrants and preferred stock (Jensen, 2001). According 

to the trade-off theory, managers can choose the ratio of debt to maximize the value of the firm. 

Optimizing the value of the company which is the company's goals can be achieved through the 

financial management function, whereby the financial decisions taken will affect other financial 

decisions and the impact on the value of the company (Fama & French,1998).  

 

In today’s business world, the size of a firm is crucial to its success. This is due to the phenomenon 

of economies of scale. Firms that take advantage of economies of scale have competitive edge 

over their competitors by experiencing reduction of production costs thereby setting a bit lower 

selling price than their competitors therefore have an increase of market share. Investors tend to 

be more interested in firms that are large in size. This is because large firms tend to have a more 

stable condition. Stable condition attracts investors to own shares in such firms. Dewi and 

Wirajaya (2013) say large forms have more market capitalization; large book value and high profit 

too. It can be said that firm size has an influence on firm values. 

 

Firm value, signifies the ability of the business to maximize the shareholders wealth and describes 

business propensity to grow which is translated into investors’ propensity to invest. It is an 

indicator through which future investors would find the business attractive to invest. Since the 

doctrine of separation of management from the owners in the modern business practices, the firm 

values serves as measure of the managers’ effort from the perspective of external stakeholders.  

 

In line with the background, this study examines the effect of financial performance, capital 

structure and firm size on firms' value of Listed Consumer-goods firms in Nigeria.  

 

Hypotheses  

Accordingly, five hypotheses were formulated and tested in order to find out the degree to which 

the independent variables affect the dependent variable.  

 

Ho1 Return on assets has no significant effect on the value of listed consumer-goods firms in 

 Nigeria  

Ho2 Return on equity has no significant effect on the value of listed consumer-goods firms in 

 Nigeria  

Ho3  Short term debt has no have significant effect on the value of listed consumer-goods 

 firms in Nigeria  

Ho4  Long term debt has no have significant effect on the value of listed consumer-goods 

 firms in Nigeria  

Ho5 Firm size has no significant effect on the value of listed consumer-goods firms in Nigeria  

 

2.  Literature Review 

2.1  Conceptual Framework  

According to Abubakar, Sulaiman, and Haruna (2018), firm financial performance (FFP) is the 

reflection of companies’ income or profit which shows the increases in value of the business 

evidenced by the appreciation of companies’ worthiness. Rosikah, Dwi, Dzulfikri and Muh. 

(2018) argue that FFP is a factor used by the prospective investors to determine their stock 

investment. They report that FFP can be measured using indicators such as Net Profit Margin 

(NPM), Return on Assets (ROA), Return on Equity (ROE) and Earning per Share (EPS). This 

study, however, uses ROA, ROE and Return on Capital Employed ROCE) to represent FFP.  

 

On firms' value, Ardi and Murwaningsari (2018) argue that firm value is the investors’ 

appreciation of the results of the management work in managing the business. It is reflected in the 



Dutse International Journal of Social and Economics Research Vol. 2, No. 1 July 2019 

  

 

3 

 

stock price of the company, wellbeing of shareholders and the prospects of business in the future. 

Many proxies are used to represent firm value such as total asset plus total debt (Ogbulu & Emeni, 

2012); equity share price, price to book ratio (Kausar, Nazir, & Butt, 2014); Tobin's Q (Mule, 

Mukras, Nzioka & Maloba, 2015; Fu, Singhal & Parkash, 2016).  

 
Figure 1 Conceptual framework  

 

   Independent variables  
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Source: Authors' model (2019)                   
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2. 2. Empirical Review  

William and Jay (2016) report positive significant effect of ROA on Tobin's Q after conducting a 

study of 86 diversified companies on Philippine Stock Exchange (PSE). In the same vein, Sabrin, 

Buyung, Dedy, Takdir and Sujono (2016) report positive significant effect of ROA on Tobin's Q. 

In their study, Sucuahi, and Cambarihan (2016) find that firm's profitability positively and 

significantly influenced the firm value (Tobin Q). Implying that as the profitability of the firm 

increases company’s value also increases as such firm value attracts investors.  

 

Rosikah, Dwi, Dzulfikri and Muh. (2018)  examine 32 companies listed on the Indonesia Stock 

Exchange (BEI) for the period of 2006-2010. The study reported that Return on Asset has positive 

significant effect on Tobin's Q while  Return on Equity has positive insignificant effect on Tobin's 

Q. However, Benyamin and Hotniar (2016) find that Return on Equity has negative insignificant 

effect on firm value of the 18 Insurance and Banking companies  listed on Indonesia Stock 

Exchange for the period of 2010-2013. 

 

In a study of 101 listed firms in Nigeria for a period of 5 years (2003-2007), Oyakhilome, Ibhaguia 

and Felicia (2018) report positive significant effect of short term debt, long term debt and Total 

debt on Tobin's Q. Similarly, Hoang (2015) study the effect of capital structure on corporate 

performance of 150 Vietnamese listed manufacturing firms for the period of 5 years (2008-2012). 

The study revealed that short term debt and total debt were found to have positive significant 

effect on Tobin's Q while long term debt has insignificant effect on Tobin's Q. In the same vein, 

Olokoyo (2013) examine impact of 101 quoted firms in Nigeria on the bases of pecking order and 

static trade off theories of capital structure using fixed-effect estimation, random-effect estimation 

and a pooled regression model for the period of 5 years (2003-2007). Findings from the study 

revealed that all the leverage measures (STD, LTD and TD) have positive and significant 
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relationship with the market performance measure (Tobin’s Q). However, Olaniyan, Soetan, and 

Simon-Oke (2017) investigate capital structure-firm performance relationship: empirical evidence 

from African countries for the period 1996 and 2014. The finding revealed that capital structure 

has insignificant relationship with Tobin's Q while Firm Size has a negative significant 

relationship with firms’ performance (Tobin’s Q). 

 

Rizky, Nur and Siti (2017) report positive significant effect of firm size on Tobin's Q after 

conducting a study of 30 companies listed on the Indonesian Stock Exchange (IDX) for a period 

of five years. In Karachi, Asad and Cheema (2017) find evidence that firm size positively and 

significantly affect Tobin's Q. Similarly, Yuanita, Budiyanto and Slamet (2016) report a positive 

significant effect of firm size on Tobin's Q as a result of a study conducted of companies listed on 

Indonesia Stock Exchange from 2010-2014. Tristan and Huy-Cuong (2015) examine Capital 

Structure and Firms’ Performance of 147 companies listed on Vietnam Stock Exchange during 

the period of 9 years (2006-2014). The study reported that Firm size and growth have positive 

significant effect on Tobin's Q. However, Purwohandoko (2017) report insignificant influenced 

of firm size on Tobin's Q. The study is on 14 Agricultural firms listed on the Indonesian Stock 

Exchange for a period of 4 years (2011-2014).  

 

2.3  Theoretical perspective  

This study is anchored on Market Timing Theory.  The Market Timing Theory is one of the most 

recent theories of financial leverage. It is the first order determinant of a firm's capital structure 

use of debt and equity (Baker and Wurgler 2002). In other words, firms do not generally care 

whether they finance with debt or equity; they just choose the form of financing which, at that 

point in time, seems to be more valued by financial markets.   

 

Market timing theory proposes that, when managers need financing, they examined both debt and 

equity markets, and they choose whichever market seems more favourable (Attar, 2014). It 

suggests that managers, depending on their definition of firm value, tend to issue equity when 

they feel that the market overvalues their company (Boudry, Kallberg & Liu, 2010). That is, Firm 

issues equity securities when they perceived that their stocks are overvalued and buys it back 

when they find that shares are undervalued. 

 

Hillier, Grinblalt and Titman (2008), demonstrate that firms tend to issue equity when market-to-

book valuations are high and issue debt when market-to-book ratios are low. Baker and Wurgler 

(2002) examine the effects of market timing on capital structure and found that low leverage firms 

are those that raise funds when their market valuations are high, while high leverage firms are 

those that raise funds when their market valuations are low. Thus, firms with low leverage are 

expected to be of high value. This suggests that the capital structure decisions of firms are not 

determined by pecking order theory, but by managers’ timing of the markets. 

 

3.  Methodology of the Study 

The study uses ex-post facto research design. Descriptive statistics and inferential statistics were 

used for the study. Hausman specification test was conducted to determine the appropriate 

regression to analyze. Diagnostics test such as heteroskedasticity test, multicolinearity test and 

normality test were conducted to test the quality of the data. The data used were sourced from the 

annual reports and financial statements of the sample consumer goods companies listed on the 

Nigerian Stock Exchange. STATA 14.2 was used in running the data.   

  

Pooled Ordinary Least Squares (POLS) together with Panel data estimators consisting of Fixed 

Effects Model (FEM) and Random Effects Model (REM) were used. The results of the 3 
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estimators were all significant as revealed by their respective F-statistics and probability; thereby 

calling for further tests of the best model amongst them. In this wise, Hausman specification test 

was used to determined the best model between FEM and REM of which the Hausman test 

revealed insignificant probability which suggests REM should be analyzed. In addition, the study 

further used Breusch and Pagan Lagrangian Multiplier test to measure the best model between the 

REM and the POLS. The Breusch and Pagan Lagrangian Multiplier test revealed a significant 

probability which means that the robust POLS model is better than the REM model.  

 

Regression model specification  

The empirical model used in this study is specified as follows: 

TQ it = β0 + β1ROAit+ β2ROEit+ β3STDit + β4LTDit +β5FSIZit+ β6FGWTit + Ci + μ   

Where:  

TQ it      = Tobin's Q for firm i in year t 

β0        =  Intercept,  

β1 and β2       =  Coefficient of financial performance  

β3 and β4       =  Coefficient of capital structure  

β5       =  Coefficient of firm size  

β6       =  Coefficient of control variable 

Ci             =   Unit-specific error component 

μ      =  remaining error components (Disturbances error term) 

TQit     =  Tobin's Q i in year t (market value of equity + book value of debt/total assets) 

ROAit    =  Return on Assets i in year t (Profit after tax/Total Assets) 

ROEit    =  Return on Equity i in year t (Profit after tax/Total Equity) 

STDit    =  Short Term debt i in year t (Short-term debt/Total assets) 

LTDit    =  long Term Debt i in year t (Long-term debt/Total Assets) 

FSIZit      =  Firm size for firm i in year t (Natural Logarithm of Total Assets) 

FGWTit  =  Firm growth i in year t (Salest-2 -Salest-1)/ Salest-1) 

The a priori expectation is that β1, β2, β3, β4, β5, β6 > 0. 

 

4.   Results and Discussion 

 

Table 1  
Descriptive Statistics 

Variables Obs. Mean Std. Dev. Minimum Maximum Skewness Kurtosis 

Tobin's Q 192 13.467 60.422 0.01 498.728 5.800 39.551 

ROA 192 1.857 24.389 -0.39 338.038 13.746 189.987 

ROE 192 0.242 0.341 -1.061 2.173 1.644 14.014 

STD 192 7.282 38.918 0 336.996 6.787 51.207 

LTD 192 5.698 28.693 0 207.287 5.394 32.096 

FSIZ 192 7.600 0.612 5.557 8.967 -0.674 3.711 

FGWT 192 0.018 2.858 -0.978 37.082 11.447 143.801 

Source: Authors' compilation from STATA 14.2 output (2019)  

 

The table 1 shows the average Tobin’s Q ratio of 13.4% which is greater than 1(q >1) implying 

that listed firms’ stock is more expensive than the replacement cost of its assets. The highest and 

lowest Tobin’s Qs are 498.7% and 0.01% respectively. This shows that firms listed on the 

Nigerian Stock Exchange (NSE) had wide variation in market values relative to book values. The 

mean of Tobin’s Q is positive and greater than 1 skewness which means most of the firms are 

“clustered” on the right side of the distribution and far from symmetrical since the skewness value 

is greater than 1. Kurtosis on the other hand was used to measure the peakedness or flatness of the 

distribution and it also quantifies whether the shape of the data distribution matches the Gaussian 
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distribution which has a 0 kurtosis. The results in table 1 also reveal that the distribution for all 

the variables are more peaked than a Gaussian distribution (positive and above 0 kurtosis).  

 

On ROA, the mean is 1.85% with standard deviation 24.389 which signifies that ROA deviates 

from both side of the mean value by 24.3% and ranked third in explaining the performance of 

listed consumer-goods firms in Nigeria. ROA has positive skewness that is far from symmetrical 

since the skewness value is greater than 1. This means that consumer goods firms listed on the 

NSE earn a least of N1.85 profit on every N100. The result shows that maximum profit the firms 

can earn is N338 for every N100 and a minimum loss of 39 kobo. The negative minimum of 

Return on Assets means some firms are having a net loss in the balance sheet under the period of 

the study.  

 

On ROE, the average ROE is 24% with standard deviation 0.341, which signifies that ROE 

diverges from both side of the mean value by 34% and ranked second in explaining the 

performance of listed consumer-goods firms in Nigeria. ROE has positive skewness greater than 

1, indicating that most of the firms are “clustered” on the right side of the distribution. This implies 

that on average, shareholders of consumer goods firms listed on the NSE earn a return of 24% on 

their investment. The highest return and lowest returns (loses) on equity received by investors are 

217 % and -1.06% respectively during the period under study. Consequently, this means that listed 

consumer goods firms generate N24.2 profit on every N100 invested.  

 

The financial leverage ratio shows that the average consumer firms listed on the NSE employ 

7.282 and 5.698 Naira of short term debt and long-term debt, respectively, for every Naira of total 

capital employed. The range between the highest and lowest financial leverage implies that some 

firms were highly financially leveraged. The finding shows that financial leverage ratios standard 

deviation are (38.918 short term debt) and (28.693 long term debt) which means that short term 

debt and long term debt digress from the mean by 389% and 287% respectively. Short term debt 

and long term debt are ranked fifth and fourth in explaining the performance of listed consumer-

goods firms in Nigeria respectively. 

 

The firm size average is 7.6% while the maximum 8.9% and minimum of 5.5%. The findings also 

show that the average value for growth is 0.01% with a negative minimum value of -0.97% and 

maximum growth of 37.0%.  

 

Table 2:  
Correlation Matrix  

Variables Tobin's Q ROA ROE STD LTD FSIZ FGWT 

Tobin's Q 1       

ROA -0.010 1      

ROE -0.104 0.094 1     

STD 0.923 -0.014 -0.137 1    

LTD 0.853 -0.014 -0.033 0.587 1   

FSIZ 0.100 -0.212 -0.046 0.068 0.121 1  

FGWT -0.036 -0.009 0.009 -0.033 -0.032 -0.032 1 

Source: STATA 14.2 outputs (2019) 

 

In the course of the analysis, the presence of multicollinearity in the regression model is examined 

through the correlation coefficients. Table 2 presents the correlation results for all variables which 

show very low positive and negative relationship between the variables. This suggests that the 

variables are not measuring the same thing therefore there is absence of multicollinearity in the 

model. Again, Correlation is greater than 0.9 which indicates multicollinearity (Swain 2008). 
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With respect to this study, the correlation coefficient is below 0.9 indicating the absence of 

multicollinearity. 

 

Table 3.  
Presents the values of VIF and 1/VIF of the variables  

Variables VIF 1/VIF (Tolerance) 

ROA 1.06 0.947 

ROE 1.03 0.968 

STD 1.56 0.640 

LTD 1.55 0.645 

FSIZ 1.06 0.939 

FGWT 1.00 0.997 

Mean VIF 1.21  

Source: STATA 14.2 outputs (2019) 

 

The Variance Inflation Factor is more reliable than the correlation matrix therefore the study 

further employed it to validate the correlation matrix. As a rule of thumb, VIF values is between 

1 and 4, the mean VIF is between 1 and 10 while the Tolerance values should be less than 1 

(Rajkumar & Hanitha, 2015; Mohammed, Joshua, Onipe & Terzungwe, 2018).  Table 3 shows 

that the VIF values are slightly above 1, the mean VIF is 1.21 while the tolerance level less than 

1. These mean there is a complete absence of multicollinearity in the data. The VIF results further 

authenticate the Pearson correlation results that the variables do not suffer from the problem of 

multicollinearity. 

 

Table 4:  
Shapiro-Wilk W Test result for normality test 

Variable Observation  Z Prob>z 

Tobin's Q 192 10.817 0.000 

ROA 192 11.299 0.000 

ROE 192 7.793 0.000 

STD 192 10.888 0.000 

LTD 192 10.790 0.000 

FSIZ 192 3.357 0.000 

FGWT 192 11.050 0.000 

Source: STATA 14.2 outputs (2019) 

 

Table 4 presents the result of Shapiro-Wilk W test for normal data at 5% level of significance for 

all the variables. The normality test shows p-values less than 0.05. This indicates that at 5% level 

of significance, the residual are not normally distributed as shown by significant Prob>z of 0.000 

across all variables. The lack of normal distribution of residual requires application of robust 

regression technique i.e robust standard errors (Gujarati, 2003). Robust standard errors generally 

improve the efficiency of the estimators (Green, 2008).  

 

Table 5:  
Breusch-Pagan/Cook-weisberg Test (Hettest) 

Variable Chi2(1) Prob>zchi2 

Tobins'Q 2.08 0.149 

Source: STATA 14.2 outputs (2019) 

 

The Prob>zchi2 for this study is insignificant (0.149) which indicates the absence of  

heteroskedasticity therefore, the robust POLS is the most appropriate for the analysis. The 

suggestion by Breusch-Pagan/Cook-weisberg Test is in tandem with the suggestions by Breusch 

and Pagan Lagrangian Multiplier test and Shapiro-Wilk W test.  

 

 



Dutse International Journal of Social and Economics Research Vol. 2, No. 1 July 2019 

  

 

8 

 

Table 6:  
Breusch-Pagan Lagrangian Multiplier Test  

Variable Chi2(1) Prob>zchi2 

Tobins' Q 3.66 0.0279 

Source: STATA 14.2 outputs (2019) 

 

Table 6 presents the Breusch-Pagan Lagrangian Multiplier Test result (For random effect result) 

revealed a significant probability (0.0279) therefore suggests that robust OLS should be analysed 

instead REM. 

 

Table 7:  
Regression Results 

Tobins' Q Coefficient  Robust Std. 

Err. 

t P>|t| 

ROA 0.014  0.0003  37.30 0.000 *** 

ROE -0.153  0.0905 -1.70 0.091 * 

STD 0.999  0.0003  3136.74 0.000 *** 

LTD 1.000  0.0004 2056.81 0.000 *** 

FSIZ 0.060 0.0607 0.99 0.322 

FGWTH 0.003 0.0031 1.26 0.208 

Constant 0.038 0.4677 0.08 0.935 

     

F-Statistics        99999.00     

Prob. > F           0.000     

R-Squared         0.9999  

Hausman Test chi2(4) 6.44 (0.222)   

    

Source: STATA 14.2 outputs (2019) 

Note: *** and * implied 1% and 10% levels of significance respectively 

 

Table 7 reveals that the value coefficient of determination (R2) is 0.9999. This implies that the 

independent variable of the model explained 99% of the variation in the dependent variable. The 

result shows that the model is fit as evidenced by F-statistics of 9999 with p-Value of 0.000 which 

is 1% level of significance. It means that 99% probability of confidence that the association 

amongst the variables of the study is not by chance. 

 

The results in table 7 also present the regression results which indicates that return on assets has 

positive significant effect on Tobin's' Q at 1% level of significance. That means a unit increase in 

return on assets, firm's value increases by 1.4%. This provide enough evidence to reject hypothesis 

one which says Return on asset has no significant effect on the value of listed consumer goods 

firms in Nigeria.  The finding is consistent with Rosikah, Dwi, Dzulfikri and Muh (2018) and 

William, and Jay (2016).  

 

In contrast, the result shows that return on equity has negative significant effect on Tobin's' Q. 

The coefficient shows that a unit increase in return on equity, firm's value decreases by 15%. This 

provide enough support to accept hypothesis two which says Return on equity has no significant 

effect on the value of listed consumer goods firms in Nigeria. The finding is inconsistent with 

(Rosikah, Dwi, Dzulfikri  & Muh., 2018; Benyamin & Hotniar, 2016). 

  

Short term debt has positive significant effect on Tobin's Q at 1% level of significance. 

Categorically, 1 unit increase in short term debt, firm's value increases by 99%. This provides 

enough ground to reject hypothesis three which says short term debt does not have significant 

effect on the value of listed consumer goods firms in Nigeria. The finding is consistent with 

Oyakhilome, Ibhaguia and Felicia (2018); Hoang (2015) but inconsistent with Olaniyan, Soetan, 

and Simon-Oke (2017).  
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Similarly, the result shows that long-term debt has positive significant effect on Tobin's Q at 1% 

level of significance. It shows that a unit increase in long term debt, firm's value increases by 

100%. This also provides enough ground to reject hypothesis four which says Long-term debt 

does not have significant effect on the value of listed consumer goods firms in Nigeria. The 

finding is consistent with Oyakhilome, Ibhaguia and Felicia (2018) and Olokoyo (2013) however, 

inconsistent with Hoang (2015) and Olaniyan, Soetan, and Simon-Oke (2017)   

 

With respect to firm size and firm growth, the result shows that firm size and firm growth have 

insignificant effect on Tobin's' Q. The finding is consistent with Purwohandoko (2017) and 

Olaniyan, Soetan, and Simon-Oke (2017). but, inconsistent with Tristan and Huy-Cuong (2015).   

 

5.  Conclusion and Recommendations 

The aim of the study is to evaluate the effects of financial performance, financial leverage and 

firm size on firms’ value of listed consumer good firms in Nigeria. In view of the findings, this 

study concludes that the independent variables have effects on the firms' value. The study 

concludes that the explanatory variables have effects on the explained variable, therefore, the 

study recommends that the management of the firms should maintain the use of debt in their 

capital structure as it enhances firm's value; the management should sustain and improve on the 

level of total assets as it enhances firms' value.  
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Abstract: This study examined the impact of firm size on corporate performance by evaluating 

the relative significance of the effects on some selected performance indicators to be able to assess 

the significance of firm size in Nigeria. The study used causal models through ordinary least 

square regression models. The study measured firm size in terms of total assets and total sales 

revenue. These were used (in turn) as explanatory variables alongside some control variables 

(institutional ownership and financial leverage) against the different measures of performance 

(which are profitability, liquidity, dividend payout and firm growth). The models were estimated 

using the E-Views statistical package from data extracted from annual financial reports of 

selected firms. The findings revealed that: firm size significantly and negatively influences 

profitability; firm size positively and significantly influences firm liquidity and firm size positively 

but insignificantly affect dividend payouts. The effects of size on firm growth across the two 

measures of firm size are not conclusive. It is recommended that: firms should watch returns to 

scale so as not to cross the threshold into diseconomies of scale, and larger firms should look for 

ways to convert their healthy liquidity positions to higher profitability by taking advantage of both 

short- and long-term investment opportunities. 

 
 

Keywords: Dividend Payouts, Firm Growth, Firm Size, Liquidity, Performance 

 

 

Introduction 

Basic Economics teaches that as firm size increases, the firm begins to enjoy economies of scale 

(particularly, internal economies of scale) (Rasmussen, 2013). Such economies are expected to 

emanate from lower/reduced average cost and increasing return to scale. The combined effects of 

these are expected to culminate in higher profitability (financial performance). However, further 

increases in firm size are also expected to get to the threshold beyond which the law of diminishing 

returns begins to set in leading to  a decline in performance (profitability and others) (Basu & 

Fernald, 1997; Suranovic, 2007). 

 

Firm performance is measured in various forms, ranging from profitability, firm growth, and firm 

value, amongst others. Gibrat’s Law of proportional effects depicts that growth rate has no 

relationship with firm size. Bhatharyya and Saxena (2009) noted that the argument that mere size 

has any form of influence on the rate of return has piqued researchers over the years. While the 

Gibrat’s Law has been invalidated by some studies, others have actually gone ahead to validate 

the Law based on empirical evidence from other circumstances (Lee, 2009; Saliha & Alsawalhah, 
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2012; Kaguri 2013; Vintila & Duca, 2013; Kipesha, 2013; Srithanran, 2015). Looking at research 

and development (R&D) productivity, Ringel, Tollman, Hersch and Shulze (2013) observed that 

small companies were thought to have higher R&D productivity compared to larger companies 

because small companies are less bureaucratic and more entrepreneurial. 

The performance of firms is very vital in evaluating the health of such firms. High performing 

firms are usually more able to generate higher value for the stakeholders and such firms are usually 

better able to attract resources from its environments as the returns on such committed resources 

are usually thought to be higher than for low performing firms. Size is thought to give a 

competitive edge in today’s business world. Such competitive advantage comes from economies 

of scale, reduced costs and the ability to take advantage of opportunities (Sritharan, 2015). 

 

Given the argument that firm performance is very important both to the individual firms and the 

general economy, it is usually very relevant to examine the variables that are thought to contribute 

to firm performance. Though extant studies are inconclusive, findings of many studies (Mule, 

Mukinen, 2009; Lee, 2009; Mule, Mukras & Nzioka, 2015) have suggested that size positively 

correlates with firm performance. However, most of the firms whose collapse and failure had 

caused major turmoil in recent past are those at the zenith of firm size (such as WorldCom and 

Enron). This makes a vigorous evaluation of the impact of size on firm performance a vital 

exercise. 

 

The manufacturing sector is particularly important in economic development. This study uses the 

manufacturing sector of Nigeria to contribute to this discussion. There is no over-estimation of 

the significance of the manufacturing sector in the economic development of any nation 

(Bhattacharyya & Saxena, 2009). A country’s level of advancement is readily measured by the 

magnitude of the relevant manufacturing indices. Investment in the manufacturing sector usually 

represents a significant boost to GDP because of the several linkages (backward, forward and 

lateral) that are associated with the manufacturing sector. Because of these linkages both income 

and employment generation are usually pursued with greater vigour by both developing and 

developed economies through the manufacturing sector (Heffner & Guimaraes, 1994; Teka, 2011; 

Lavapo & Szirmai, 2015).    

 

This study therefore seeks to examine the place of size in firm performance amongst other 

variables using the manufacturing sector of Nigeria. The variables of size adopted in this study 

are total assets and total sales, and control variables of leverage and institutional ownership are 

examined in the study. The measures of performance examined in this study are profitability, 

liquidity, dividend payout and firm growth. To achieve the objectives of this study the remainder 

of the study is structured thus: following this introduction, Section II systematically reviews 

existing relevant literature on the subject-matter: conceptual review, empirical review and 

theoretical framework; Section III identifies the methods employed in the study, Section IV 

presents and discusses the data/findings of the study, and Section V provides the conclusion and 

recommendations of the study. 

The general hypothesis for this study is that: 

Firm size does not significantly affect performance. 

In specific terms, the hypotheses are: 

H1: Firm size has no significant effect on profitability. 

H2: Firm size is not a significant determinant of firm liquidity 

H3:  Firm size has no significant impact on dividend payout. 

H4: Firm size has no significant influence on firm growth. 
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Review of Relevant Literature 

Conceptual Framework 

Firm size is defined in empirical literature in various ways, the more usual definitions are in terms 

of labour force, total sales, value added, total assets and total profit. Some define firm size in terms 

of acres of land (Weiss, 1998; Coad, 2007). Firm size, in part, is determined by the ownership of 

physical assets which are critical resources (Inyiama & Chukwuani, 2014). Others see firm size 

in terms of per capita capital in form of investment returns and research and development. In the 

determination of firm growth, firm size is commonly seen as the growth in firm size (Schimke & 

Bremer, 2011). Conclusively, the measures or indicators of size used in empirical studies are: the 

financial or stock market value, the number of employees, total sales and revenue, total assets, the 

productive capacity, the value of product and the added value of production (Carrizosa, 2007). 

Since these are all indicators of firm size, operationally, firm size is defined in terms of any 

particular indicator depending on the purpose intended for the definition. Thus, firm size refers to 

a chosen measure of dimension in terms of which a firm’s size is measured (Correira, Cerqueira 

& Brandao, 2015). 

 

Profitability simply refers to the ability of the firm to earn profit. It is commonly used as a measure 

of financial performance of firms. It also represents the promise for a company to remain a going 

concern (Alghusin, 2015). As a measure of performance, profitability is measured in various ways 

including gross operating profit, return on assets (ROA), return on equity (ROE), return on 

investment (ROI) and earnings per share (EPS) (Akoto, Awunyo-Vitor & Angmor, 2013). Gross 

profit margin and operating margin have also been used to define profitability (Kaguri, 2013). 

Most empirical studies have relied on ratio definitions of profitability (like EPS, ROI, ROE and 

ROA) as the ratio property tends to help in removing externalities (Mosich, 1989) 

 

Liquidity represents firm’s ability to meet debt obligations by using available cash and current 

assets (Al Shahrani & Zhengge, 2016). It represents the amount of cash or cash equivalents that 

firms have at their disposal to readily convert to cash (Sinthupandaja & Chiadamrong, 2015). 

Liquidity  may be defined as comparing all liquid assets with all current liabilities (current ratio) 

or comparing all liquid assets that have quick convertibility to cash with all current liabilities 

(quick ratio), this excludes inventories from the list of liquid assets (Khidmat & Rehman, 2014). 

Liquidity may also be seen from the long-term perspective in the form of solvency. Coban (2014) 

defined liquidity as the ratio of total liabilities to total assets. Gharaibeh (2015) measured liquidity 

by total liability to total equity ratio which appears to also be looking at solvency. Liquidity is 

very important and it is one of the factors that attract investors in emerging markets and so it helps 

to promote economic developments (Vo & Batten, 2010; Aljifri, Alzarouni, Ng & Tahir, 2014). 

 

Dividend payout is a very important matter in current business decisions, particularly in 

performance evaluation of firms. Dividend is seen as a catalyst for financial performance of firms. 

Dividend policy represents the regulations and guidelines that a company follows in deciding on 

the payment of dividends to shareholders (Enekwe, Nweze & Agu, 2015). Dividend policy is a 

company’s policy which determines the amount of dividend payments and the amount of retained 

earnings for investment. It relates to the policy that managers follow in deciding the pattern and 

size of cash distributions to shareholders over time (Hashemijoo, Arekani & Younesi, 2012; 

Uwuigbe, 2013). Dividends represent the distribution of “cashflow” to shareholders from the firm 

(Forti, Peixeto & Alves, 2015). In investigating dividend, dividend payout has been defined as net 

dividend paid to net income ratio (Ramachandran & Packkirisamy, 2010). Alternatively, dividend 

payout has been defined as the dividend per share to earnings per share ratio of a firm (Nuhu, 

Musah & Senyo, 2014).  
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Firm growth is considered an important measure of firm success (Loi & Khan, 2012). Coban 

(2014) described firm growth from the managerialism view to be based on the benefits attributed 

to firm size. Firm growth is first and foremost related to size, age and industry affiliation. The 

process of change in dimension in terms of these indicators is what we are referring to as firm 

growth. In this study, the researcher is not interested in growth rate but in the outside factors and 

firm characteristics that influence the growth of firms (Schimke & Brenner 2011). Firm growth 

relates very closely to firm survival, as firms that experience continuous growth will have a high 

probability of generating sufficient surplus that will keep it in business (Carrizosa, 2007). 

Conceptually, Babirye, Niringiye and Katerega (2014) defined firm growth as the relative change 

in firm’s number of permanent employees over a period of time. This definition pre-supposes that 

of the different measures of size, the applicable measure in the context is staff strength. Coad 

(2007) observed that the phenomenon of firm growth is characterized by a predominant stochastic 

element which makes it difficult to predict. 

 

Empirical Review 

Firm size and Profitability: One of the most studied firm specific characteristics is the effect of 

size on corporate profitability. A considerable number of studies have shown that there is a 

positive relationship between firm size and corporate profitability (Jonsson, 2007; Stierwald, 

2009; Lee, 2009; Saliha & Abdessatar, 2011; Babalola, 2013; Vijayakumar & Tamizhselvan, 

2010). It should be noted however, that empirical evidences are not conclusive; many studies have 

also shown that size has negative or no effect on profitability (Banchuvijit, 2012; Whittington, 

1980; Heffner & Guimaraes, 1994; Alghusin, 2015). 

 

Akinlo (2012) studied 66 firms in Nigeria and examined long-run relationship between firm size 

and profitability from 1999 to 2007, and found that there is long-run steady state relationship 

between firm size and profitability. Using time series, Kumar and Kaur (2016) explored evidence 

from the Indian automobile industry and found that there is positive relationship between firm 

size and profitability (using the ratio of net profit to total sales turnover as proxy). Sritharan (2015) 

studied Sri Lankan Hotels and Travels sector, used panel data, measured profitability as ROA and 

found that firm size is positively related to profitability. Mule et al. (2015) studied Kenyan listed 

firms, employed panel regression method  and found that there is a positive and significant 

relationship between firm size and profitability (using ROE as proxy for profitability. However, 

Bhattacharyya and Saxena (2009) examined Indian manufacturing firms and observed an inverse 

relationship between firm size and profitability (using profit after tax to net sales ratio as proxy 

for profitability). 

 

Firm size and Liquidity: Liquidity is also a well-researched corporate attribute and research 

findings on liquidity are largely inconclusive. Sinthupundaja and Chiarlamrong (2015) studied 

Thai manufacturing public firms and used current ratio and quick ratio as proxies for liquidity, 

and found that firm size has significant positive impact on liquidity. Measuring liquidity as the 

current ratio, and firm size as the natural log of total assets, Kaguri (2013) observed a positive 

correlation between the two variables for life assurance companies in Kenya. Also Waswa, Ndede 

and Jagongo (2014) studied agricultural firms listed in Nairobi Securities Exchange and found 

that size and liquidity had negative relationship, the relationship is not significant at the 5% level 

of significance.  

 

Firm Size and Dividend Payout: It is normal to theoretically expect bigger firms to be able to 

pay more dividends than smaller ones because they should naturally have more resources, be able 

to generate greater profit because of various economies of large scale operations. Bulla (2013) 

studied firms listed on Nairobi Securities Exchange and used panel data model and found that 
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firm size had insignificant positive impact on dividend payout. Forti et al. (2015) examined 

dividend payments in Brazil using Tobit and the Generalized Method of Moments and found that 

size was a significant and positive variable in dividend payment. In Nigeria, Uwuigbe (2013) 

found that firm size exacted positive effect on dividend payment. Also, Mui and Mustapha (2016) 

studied Malaysian public listed firms and employed multiple regression, and found that firm size 

significantly influences dividend payout. For firms across Indian industries, Ramachandran and 

Packkirisamy (2010) however used multiple regression technique and found from the reduced 

model and the full model that firm size exerted negative and insignificant influence on dividend 

payout. And Waswa et al. (2014) found a negative and significant relationship between firm size 

and dividend payout for Kenyan agricultural firms. 

 

Firm Size and Firm Growth: The Law of proportionate growth says that growth rate is 

independent of the size of the firm. It is expected that up to a certain size, before a firm exceeds 

what might be referred to as its optimum size, its size will play a role in its abilities to mobilize 

resources that may be used in expansion much faster than the small ones. Hermelo and Vassolo 

(2007) studied small and medium size firms in Tucuman, Northwestern region of Argentina, and 

used growth of firm sales as measure of firm growth and found no evidence to disprove the 

Gibrat’s Law. Schimke and Brenner (2011) studied German firms and found that smaller firms 

are more likely to grow permanently and larger firms, in contrast, show more often a stable growth 

path. From Ugandan manufacturing firms, Babirye, Niringiye and Katerega (2014) used 

regression and found no significant difference between the growth of small and large firms, 

confirming Gibrat’s Law. Elston (2002) studied German Neuer markt and found strong evidence 

that smaller firms in the Neuer Markt grow faster than larger firms and that larger firms grow 

faster in the old economy. Genovevo da Costa and Donner (2016) studied Swiss companies using 

a sample of 349 firms with 2000 observations, employed fixed effect panel regression and found 

evidence to disprove Gibrat’s Law as they found evidence that larger firms grow faster than small 

ones. Tarfasa, Farede, Kebede and Behailu (2016) studied Ethiopia, using 300 firms and found 

that start-up size and growth of micro and small enterprises (MSEs) are negatively correlated. 

This also disproved the Gibrat’s Law. 

 

Institutional Ownership: this refers to share ownerships by corporate entities and organizations 

which are usually expected to have some positive effect on monitoring of management and may 

therefore be expected to impact firm performance. Abdelsalam, El-Masry. and Elsegini,  (2008) 

studied selected Egyptian firms and found a strong significant association between institutional 

ownership and firm efficiency. Higher dividend payments are with higher institutional ownership 

among Tunisian firms (Kouki & Guizan, 2009). Similar results were found for South Korean firms 

(Lee, 2008). 

 

Leverage: this is measured by the relationship between total liabilities and total assets. Leverage 

is expected to have some form of advantage in firm performance because of tax shield, amongst 

others. Alghusin (2015) found that leverage has significant effect on profitability in Jordanian 

firms. However, Loi and Khan (2012) found that leverage was among the variables that do not 

have any effect on firm growth among Belgian firms. Forti et al. (2015) actually found leverage 

among the significant negative variables in dividend payments in Brazil. Nuhu et al (1015) also 

found leverage to have negative significant effect in financial sector but significant positive effect 

in the non-financial sector of Ghana.    
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Theoretical Framework  

This study is based mainly on the Gibrat’s Law and the economic law of returns to scale. 

 

Gibrat’s Model 

In 1931 Robert Gibrat hatched a theory that led to the “Law of Proportionate Effect.” This Law 

maintains that the expected growth rate of a given firm is independent of the size at the beginning 

of the period examined (Coad, 2007). This Law implies that the probability of a given 

proportionate change in size during a specified period is the same for all firms in a given industry 

– regardless of their size at the beginning of the period. Thus, this Law sees growth as a random 

process (Loi & Khan, 2012; Schimk &  Brenner, 2011). The model predicts that all firms grow at 

the same proportional rate, irrespective of their initial size, meaning that all firms (small, medium 

or large firms) have the same average proportionate growth rate (Babirye et al, 2014). This Law 

is seen as probably the most recognized and empirically tested theory of firm growth. 

Bhattacharyya and Saxena (2009) had to assume that the Gibrat’s Law only applies to firms that 

have already overcome the minimum efficient scale of a given industry because of the largeness 

of their size. This may be justifiable because while the Law is confirmed by some empirical 

studies, others have refuted the Law (Ijiri & Simon, 1977; Liu & Hsu, 2006). 

 

Law of Returns to Scale 

The Law of returns to scale describes the relationship between output (performance) and the scale 

of inputs in the long-run (size). It is described as the relationship between changes in output and 

proportionate changes in all factors of production. It is observed that to keep pace with long-run 

changes in demand the firm must increase its scale of operation by investing more on space, 

machines and labour. This Law identifies three stages: increasing returns to scale, constant returns 

to scale and decreasing returns to scale. At the stage of increasing returns to scale, an increase in 

the input (size) leads to a more than proportionate increase in the output (performance). At the 

constant returns stage, an increase in size leads to a proportionate increase in performance. At the 

decreasing returns to scale stage an increase in size leads to a less than proportionate increase in 

performance (Moffatt, 2017; Ponnusamy, 2017). 

This study is anchored on the Law of returns to scale since size alone does not guarantee enhanced 

performance. The firms must keep other factors at the same pace in order to ensure enhanced 

performance. 

 

Method and Data 

The data for this study were obtained from secondary sources using audited published annual 

reports. The sample used in the study comprises of firms in the manufacturing sectors, with a size 

of 92 firms purposively selected. The ex post facto design was used. Data collected were from the 

period from 2012 to 2016. This period was chosen because it represents the period when the 

International Financial Reporting Standards (IFRSs) were adopted in Nigeria. It is therefore 

sought to use evidence from current practices only without introducing any externalities that can 

result from using different reporting regimes. The E-Views statistical package was used to 

estimate the parameters of the adopted causal models. 

Generally the model used in this study is given as: 

PFM = f(X,Y,Z)          (1) 

Where: 

PFM = Performance 

X = Size 

Y = Institutional ownership (control variable) 

Z = Leverage (control variable) 
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In this study performance was viewed from four different perspectives viz: profitability, liquidity, 

dividend payout and firm growth. Firm size was proxied by total assets and total sales revenue. 

So, firm growth was measured both in terms of the growth rate of total assets and total sales 

revenue. Thus, the specific models for the study are: 

 

Model I:  Profitability 

 ROA = β0 + β1 SIZ + β2INS + β3LEV + Ç0      (2) 

Model II:  Liquidity 

 LIQ = β0 + β1 SIZ + β2INS + β3LEV + Ç0      (3) 

Model III: Dividend 

DIVP = β0 + β1SIZ + β2INS + β3LEV + Ç0       (4) 

Model IV: Firm Growth  

 FGRT = β0 + β1SIZ + β2INS + β3LEV + Ç0       (5) 

Where: 

β0 = Intercept 

β1 - β3 = Parameters of variables 

ϱ = Error term 

The variables are as defined in the Table 3.1. 

 

Table 3.1: Definition and Measurement of Variables 

Variable Symbol Variable 

Type 

Expected 

Sign 

Operationalization 

Profitability ROA Dependent  Profit before tax to Total assets ratio 

Liquidity LIQ Dependent  Current ratio: Current assets to current liabilities ratio 

Dividend payout DIVP Dependent    Cash dividend to profit after tax ratio 

Firm growth GRWAS Dependent  (Present year total assets less Previous year total 

assets)/Previous year total assets 

GRWSR Dependent  (Present year total sales less Previous year total 

sales)/Previous year total sales 

Firm size SIZAS Independent + Natural log of total assets 

SIZSR Independent + Natural lo of total sales revenue 

Institutional ownership INS Control + Percentage of shareholding by institutional investors 

Financial leverage LEV Control + Total liabilities to total assets ratio 

       Source: Researcher’s Conceptualization 

 

Each model was estimated twice first using the natural log of total assets as proxy for firm size, 

and secondly, using the natural log of sales revenue as proxy for firm size. 

 

Results and Discussion 

          Table 4.1: Descriptive Statistics 

 SIZAS SIZSR ROA LIQ DIVP GRWAS GRWSR INS LEV 

 Mean  24.038  23.577  0.0855  1.3448  0.65394  0.1497  0.4370  0.5251  0.6425 

 Median  24.298  23.475  0.0503  1.0620  0.4327  0.0953  0.0518  0.6110  0.5800 

 Maximum  27.503  26.316  2.1164  10.745  8.2673  4.1760  24.869  0.9830  7.2411 

 Minimum  19.951  19.157 -0.1499  0.1569 -0.5912 -0.8942 -0.8986  0.0000  0.0021 

 Std. Dev.  1.7023  1.8184  0.2229  1.3044  1.0648  0.4796  2.8040  0.2514  0.7390 

 Skewness -0.6002 -0.3061  8.3456  4.9326  4.9364  6.5383  7.7949 -0.6965  7.8601 

 Kurtosis  2.9628  2.0009  76.550  32.879  33.018  55.700  65.779  2.4439  70.663 

 Jarque-Bera  5.5306  5.2635  21805.  3795.4  3827.8  11301.  16039.  8.6241  18497. 

 Probability  0.0629  0.0719  0.0000  0.0000  0.0000  0.0000  0.0000  0.0134  0.0000 

 Sum  2211.5  2169.1  7.8724  123.72  60.165  13.773  40.212  48.313  59.117 

 Sum Sq. Dev.  263.72  300.91  4.522607  154.83  103.189  20.934  715.50  5.7551  49.704 

 Observations  92  92  92  92  92  92  92  92  92 

                Source: Computed from Various Annual Reports using E-Views 8.0 
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Table 4.1 shows that the collated data are largely significantly distributed. The probabilities of the 

Jacque-Bera statistics of all the variables show that they are significantly normally distributed at 

the 5% level of significance. This means that the studied firms are not dominated by firms of any 

extreme type using any of the studied variables. This signals the absence of outliers whose values 

may be capable of distorting the findings of the study. This table shows a significant heterogeneity 

among the studied firms. 

              

.Table 4.2: Correlation Results 

 SIZAS SIZSR ROA LIQ DIVP GRWAS GRWSR INS LEV 

SIZAS  1.0000          

SIZSR  0.7882  1.0000        

ROA -0.0665  0.1501  1.0000       

LIQ -0.0924 -0.2122 -0.0486  1.0000      

DIVP -0.0699  0.0418  0.0227  0.0951  1.0000     

GRWAS -0.0074 -0.1371 -0.1935  0.0513 -0.0554  1.0000    

GRWSR -0.1034 -0.1783 -0.0062 -0.0349 -0.0415  0.8183  1.0000   

INS  0.2219  0.3605  0.0418 -0.3252  0.1391 -0.1215 -0.0886  1.0000  

LEV  0.0026  0.2217  0.8963 -0.0909 -0.0014 -0.2457 -0.0455  0.1116  1.0000 

                 Source: Computed from Various Annual Reports using E-Views 8.0 
 

Table 4.2 shows that the measures of size are mainly negatively correlated with the various 

measures of performance used in the study. Using total assets as proxy for size, the table shows 

negative correlations with all measures of performance, using total sales revenue as proxy for size, 

only profitability and dividend payout are positively correlated while both liquidity and firm 

growth are negatively correlated with firm size. They are both positively correlated with the 

control variables: institutional ownership and leverage. The table shows that no two of the 

explanatory variables are perfectly correlated or nearly so. The table shows that total assets and 

total sales revenues are very highly positively correlated which suggests that the two are 

approximately equal measures of size. Thus, the problem of multicolinearity is absent in this 

model. 

     

Table 4.3a Regression Results: Firm Profitability Model 
 Total Assets as Firm Size Total Sales Revenue as Firm Size 

Variable Coeff t-Stat Prob.   Coeff t-Stat Prob.   

C 0.0902 0.6140 0.5408 0.0427 0.3328 0.7401 

SIZAS -0.0066 -1.0513 0.2960 -0.0048 -0.8322 0.4076 

INS -0.0419 -0.9830 0.3283 -0.0401 -0.9076 0.3666 

LEV 0.2741 19.258 0.0000 0.2746 19.037 0.0000 

R-squared 0.8092  0.8083 

Adjusted R-squared 0.8027  0.8018 

F-statistic 124.39  123.69 

Prob(F-statistic) 0.0000  0.0000 

Durbin-Watson stat 1.8301  1.8478 

          Source: Computed from Various Annual Reports Using E-View 

 

Profitability (ROA): Table 4.3a shows that the explanatory variables account for much of the 

systematic variations in the dependent variable. With R-squared values of 0.809 and 0.808 

respectively for total assets and total sales revenue, it implies that up to 80% of the systematic 

variations in the measures of profitability are explained by the variations in the independent 

variables. Coefficients of -0.0066 and -0.0048 show that size negatively impacts profitability 

when measured as both total assets and total sales revenue respectively, probabilities of 0.2960 

and 0.4076 show that the negative impact is not significant at 5%, level of significance. These 

findings do not conform to theoretical expectation but conform to the findings of Alghusin (2015), 

Banchuevijit (2012) and Bhattacharyya and Saxena (2009). The findings however contradict those 
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of Kumar and Kaur (2016) and Mule et al. (2015). This might be as a result of the inabilities of 

firms to combine size with other organizational variables such as managerial skills. 

         

Table 4.3b Regression Results: Firm Liquidity Model 
 Total Assets as Firm Size Total Sales Revenue as Firm Size 

Variable Coeff t-Stat Prob.   Coeff t-Stat Prob.   

C 2.7216 1.4661 0.1462 3.4006 2.1089 0.0378 

SIZAS -0.0193 -0.2432 0.8084 -0.0514 -0.7106 0.4792 

INS -1.6247 -3.0109 0.0034 -1.5235 -2.7431 0.0074 

LEV -0.0924 -0.5137 0.6087 -0.0733 -0.4039 0.6873 

R-squared 0.1094  0.1139 

Adjusted R-squared 0.0790  0.0837 

F-statistic 3.6033  3.7701 

Prob(F-statistic) 0.0165  0.0135 

Durbin-Watson stat 1.8697  1.8637 

              Source: Computed from Various Annual Reports Using E-View 
 

Liquidity (LIQ): Table 4.3b shows that the explanatory variables do not account for much of the 

systematic variations in the dependent variable. With R-squared values of 0.109 and 0.114 

respectively for total assets and total sales revenue, it implies that less than 12% of the systematic 

variations in the measures of liquidity are explained by the variations in the independent variables. 

Coefficients of -0.0194 and -0.0514 show that size negatively impacts liquidity when measured 

as both total assets and total sales revenue respectively, probabilities of 0.8084 and 0.4792 show 

that the negative impact is not significant at 5% level of significance. This finding is inconsistent 

with both theoretical expectation and the findings of Kaguri (2013), Sinthupundaja and 

Chardamrong (2015) and Waswa et al. (2014). The possible reason for this may be that bigger 

firms are not over-bothered about cash flow positions as do smaller firms. 

          

Table 4.3c Regression Results: Firm Dividend Payout Model 
 Total Assets as Firm Size Total Sales Revenue as Firm 

Size 

Variable Coeff t-Stat Prob.   Coeff t-Stat Prob.   

C 1.7357 1.0965 0.2759 0.1993 0.1439 0.8859 

SIZAS -0.0600 -0.8843 0.3790 0.0071 0.1155 0.9082 

INS 0.6909 1.5015 0.1368 0.5788 1.2136 0.2281 

LEV -0.0087 -0.0568 0.9548 -0.0281 -0.1804 0.8573 

R-squared 0.0283  0.0198 

Adjusted R-squared -0.0048  -0.0136 

F-statistic 0.8535  0.5923 

Prob(F-statistic) 0.4683  0.6217 

Durbin-Watson stat 1.7254  1.6936 

              Source: Computed from Various Annual Reports Using E-View 

 

Dividend Payout (DVP): Table 4.3c shows that the explanatory variables do not account for much 

of the systematic variations in the dependent variable. With R-squared value of 0.0283 and 0.0198 

respectively for total assets and total sales revenue, it implies that only about 2% of the systematic 

variations in the measures of dividend payouts are explained by the variations in the independent 

variables. Coefficients of -0.06008 and 0.00718 show that size has mix impacts dividend payouts 

when measured as both total assets and total sales revenue, probabilities of 0.3790 and 0.9082 

show that the impact is not significant at 5% level of significance.  This finding only partially 

conforms to theoretical expectation and is consistent with the finding of Ramachandra and 

Packkirisamy (2010) but contradicts the findings of Forti et al. (2015), Mui and Mustapha (2016) 

and Uwiugbe (2013). The inconclusiveness of the effect of size on dividend payouts may be as a 

result of differences in institutional arrangements such as the predominance of large multinational 

corporations in some economies.  
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Table 4.3d Regression Results: Firm Growth Model 
 Total Assets as Firm Size Total Sales Revenue as Firm 

Size 

Variable Coeff t-Stat Prob.   Coeff t-Stat Prob.   

C 1.0725 1.5464 0.1255 13.7792 4.0610 0.0001 

SIZAS -0.0317 -1.0674 0.2887 0.5838 -3.8338 0.0002 

INS -0.1321 -0.6555 0.5138 0.5484 0.4692 0.6400 

LEV -0.1440 -2.1443 0.0348 0.1391 0.3643 0.7165 

R-squared 0.0812  0.1509 

Adjusted R-squared 0.0499  0.1220 

F-statistic 2.5932  5.2150 

Prob(F-statistic) 0.0576  0.0023 

Durbin-Watson stat 1.8888  1.9125 

              Source: Computed from Various Annual Reports Using E-View 

 

Firm Growth (GRWAS & GRWSR): Table 4.3d shows that the explanatory variables account 

for very little of the systematic variations in the dependent variable. With R-squared value of 

0.08123 and 0.01510 respectively for total assets and total sales revenue, it implies that between 

8% and about 1.5% of the systematic variations in the measures of firm growth are explained by 

the variations in the independent variables. Coefficients of -0.06008 and 0.00718 depict that size 

has mix impacts on firm growth when measured as both total assets and total sales revenue 

respectively, probabilities of 0.2887 and 0.0002 show that the negative impact is not significant 

but the positive impact is significant at 5% level of significance. The finding on the positive 

impact on firm growth conforms to theoretical expectation, and is consistent with the finding of 

Hermclo and Vassolo (2007) and Elston (2002) but not consistent with the findings of Niringiye 

and Katerega (2014), Tafarsa et al. (2016) and the Gibrat’s Law of 1931. the finding on the 

negative impact may be as a result of having exhausted all the economies of scale and hence 

suffering  from diseconomies of scale, the result does no conform to The apparent 

inconclusiveness of the findings on firm growth might be due to the fact that because of 

institutional differences, some economies are better able to manage corporate growth than others. 

 

Generally, for the control variables (that is, institutional ownership and financial leverage) 

inconclusive results were obtained among the different measures of performance and between the 

two measures of size. The impacts are largely negative with leverage being positive and 

significant for profitability but negative and insignificant everywhere else except for firm growth 

when size is measured as total assets. Similarly, institutional ownership only exerts positive 

influence for firm growth when size is measured as total sales revenue. None of the impacts of 

institutional ownership is significant except for liquidity. 

 

Conclusion and Recommendations  

The main objective of this study is to determine if firm size is a very significant variable in 

corporate operations by assessing the impact of size on selected corporate performance indicators. 

The major limitation to this study is not using sufficient long enough time frame so as to be able 

to generate data longer-term analysis which would have been more generalizable, and more 

conclusive.  This was done to provide an insight into the attention that should be given to size 

among corporate variables. To address this, data were obtained in order to regress selected 

measures of corporate performance on firm size (using two different proxies for firm size). Overall 

the findings show that firm size should not be taken lightly when considering firm performance 

since firm size was found to exert significant influence (both positive and negative) on some 

performance indicators. The rather very low R-squared values in some of the models suggests that 

there may be very many other significant corporate factors relevant to performance indicators as 

seen in some of the models. 
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Some specific important findings are that firm size is significantly and negatively related to 

profitability. This implies that there are significant diseconomies of scale among the studied firms. 

Firm size negatively and significantly influences firm growth. Firm size does not significantly 

affect dividend payouts. Firm size only significantly affects firm growth when size is measured 

in terms of total assets. Based on this conclusion the study recommends that:  

(i) Firms should always watch out for diseconomies of scale so as not to allow the firms to 

diminish in profitability when they cross certain threshold of size. 

(ii)   Larger firms should always seek to improve on their liquidity positions so as to mitigate 

the distress caused by illiquidity on profit such as taking advantage of both short- and 

long-term investment opportunities. 

(iii)  It is also recommended that focus in subsequent research efforts should be directed 

towards determining other corporate factors that are significant in the studied performance 

indicators. 
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Abstract: The objective of this paper is to provide a comprehensive literature review from 

different perspective of research on determinants of manufacturing firm financial performance. 

The paper used secondary data to gather relevant literature from books and published articles. A 

close look at the literature revealed that different determinants have been used by researchers to 

determine firm performance. Based on findings from existing literature, the paper concludes that 

firm specific and macro-economic factors significantly affect the financial performance of 

manufacturing firms. Specifically, firm specific and macro-economic factors like firm age, size, 

growth, liquidity and management efficiency as well as GDP, exchange rate, inflation rate and 

interest rate exert significant influence on financial performance of manufacturing firms. 

Therefore, the paper addresses possible research inspiration in terms of the relationships between 

these important constructs as empirically tested from a developing country’s point of view which 

will serve as a reference for future research. It equally, recommends future research to be 

conducted and validates empirical test in the context of MFs in developing countries like Nigeria. 

 

 

 

Keywords: Manufacturing Firm Performance, Firm Specific Factors, Macro-economic Factors, 

Gross Domestic Product, Management Efficiency.  

 

 

Introduction  

The performance of companies is the first to be evaluated by investors around the globe, the world 

has become smaller in the sense that businesses can be conducted anywhere. Globalization 

facilitates business activities and high performance. In eliminating the barriers to corporate trade 

and financial investment, businesses can have a wider opportunity to grow (Bem, David & 

Emmanuel, 2017). In addition, with the high spread of growth in technology, individuals 

interested and concerned in doing business are encouraged to look for any company around the 

world that shows high performance for investment. Therefore, individuals are responsible for 

management of firms must improve firm performance through new plan and procedures to 

facilitate efficient operations and transactions (Wanjiru, 2017). In view of the importance of firm 

performance to economic and corporate growth and development, this paper considers some 
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selected firm specific and macroeconomic determinants of manufacturing firm performance in 

Nigeria.   

 

In spite of the significant contributions to the socioeconomic development in Nigeria, 

manufacturing firms have been facing serious challenges such as high rate of enterprise closure, 

poor ownership structure and macroeconomic instability (Babatunde 2018; Fowowe 2017). 

According to Okolo, Ugwuanyi and Okpala (2016), the manufacturing sector in Nigeria 

characterised by high costs of operation, increased cost of input, inadequate financial support, 

unnecessary bureaucracy and lack of good infrastructure. In Nigeria manufacturing firms have 

relocated or restructured their operations to serve the local market through importation from low-

cost manufacturing countries like China, India and Pakistan (Bem, David & Emmanuel, 2017). 

Several firms in Nigeria are reporting profit warnings due to challenges in the operating 

environment (Bala, Garba & Ibrahim, 2016). 

 

Similarly, statistical evidences have shown a persistent decline in the share of manufacturing 

contribution to GDP, profits and capacity utilisation in recent years (Oburota & Ifere, 2017). The 

manufacturing contribution to GDP in Nigeria continues to decrease from 16.51 percent in the 

first quarter of 2018 to 15.62 percent in the second quarter, 14.07 percent in the third quarter and 

14.57 percent in the fourth quarter of 2018 (NBS, 2019). However, the manufacturing contribution 

to GDP in Nigeria slightly increased to 16.17 percent in the first quarter of 2019.  In a related 

study Kehinde, Blessing and Adedamila (2014) reported that manufacturing industry contributes 

20 percent to GDP in Brazil, 34 percent in China, 30 percent in Malaysia, 35 percent in Thailand 

and 28 percent in Indonesia. The statistics therefore indicate that manufacturing contribution to 

GDP in Nigeria which stood at 16.17 percent in the first quarter of 2019 is far behind that of 

Brazil, China, Malaysia, Thailand and Indonesia respectively; thereby indicating the poor 

performance of manufacturing firms in Nigeria. Similarly, there was 8.7% reduction in industrial 

production in the fourth quarter of 2016 over the same quarter in 2015. Nigeria heavily relied on 

imported goods to service public education, health and other needs. In 2015 Nigeria imported 

$809 million worth of drugs. In the same year, donor communities spent an additional $693 

million to import drugs for pandemic diseases like malaria, tuberculosis and HIV among others 

(WHO, 2016).  

In view of the problem discussed, this paper reviews the determinants of manufacturing firm 

performance in Nigeria. The paper will assist in gaining better understanding of relevant concepts, 

draws conclusion from the previous empirical findings and validates empirical test in the context 

of MFs in developing countries like Nigeria. 

 

Literature Review  

Performance measurement is critical for effective management of any firm (Nandom, 2016). Firm 

performance has been a major focus of business practitioners in all types of organization since 

firm performance has great implication to health and survival of business organizations (Alomari 

& Azzam, 2017). Wanjiru (2017) argued that high performance reflects effectiveness and 

efficiency of management in utilizing company’s resources and this in turn contributes to the 

country’s economy at large. However, little consensus emerged on what constitute a valid set of 

performance yardstick. For example, researchers suggest that studies on financial performance 

should include multiple criteria of analysis.  

Phung and Mishra (2016) stated that firm performance describes the efficiency of a firm’s 

operations. According to Fairoz, Hirobumi and Tanaka (2010), performance is the organization’s 

ability to attain its goals by using resources in an efficient and effective manner. Performance 

measurement as defined by Mugo, (2010) is the process of quantifying the efficiency and 

effectiveness of past actions or the process of evaluating how well organizations are managed and 
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the value they deliver for customers and other stakeholders. According to Ango (2008), 

performance measures include both financial and non-financial; financial measures include 

profitability, market share and liquidity. Non-financial measures include efficiency, customer 

satisfaction and quality of decisions. However, based on reviewed empirical evidences the paper 

concluded that firm specific and macroeconomic factors significantly determine the performance 

of manufacturing firms.   

 

Firm Specific (Micro) Determinants 

The firm specific determinants refer to the internal factors such as the Firm Size, Age, Growth, 

Liquidity and Management efficiency which are specific to the firm and directly affect its 

performance (Kariithi & Kihara, 2017). Firm specific or micro variables are performance drivers 

that are controlled through management policies and decisions (Mohammed, Kaid & Hanim, 

2014). Husni (2011) argued that determinants of firm performance are classified into firm specific 

and macroeconomic factors. The firm specific determinants refer to those factors that affect the 

cost and revenue of firm which are within the control of the management. The macro-economic 

determinants of firm performance on the other hand, refer to the factors that originate from the 

external environment (i.e. GDP, Inflation, Exchange rate and Interest rate) and industry related 

factors that cannot be controlled by firms but have significant effects on firm performance (Kraka 

& Ameyaw, 2010). 

 

Several studies conducted on firm-specific determinants of performance concluded that internal 

factors explain firm performance to a large extent although findings significantly differ across 

countries because of differences in environmental characteristics (Nandom, 2016). Kariithi and 

Kihara (2017), argued that some of the internal factors that influence firm performance include 

firm size, age, growth, liquidity, asset quality, capital adequacy and management efficiency. 

Similarly, Kola, Oladipo and Omowumi (2013) argued that capital intensity, tangibility, 

profitability, firm size and non- debt tax shield are major internal factors that influence firm 

performance. Alomari and Azzam (2017), examined the effect of liquidity, leverage, size and age 

on the profitability of the Jordanian insurance companies and found a negative and a significant 

effect. In another study, Kargi (2013) identified asset tangibility, profitability, firm size, liquidity 

and financial flexibility, as the internal factors influencing firm performance. This paper therefore, 

reviews five firm specific factors namely: firm size, age, growth, liquidity and management 

efficiency as key determinants of manufacturing firms’ performance in Nigeria. 

 

Firm Size (SIZE) and Firm Performance  

The total assets of firms are used to measure firm size. The ability of firm to benefit from 

economies of scale depends on its size (Kariithi & Kihara, 2017). The effect of size on firm 

performance has been an issue of debate among researchers; whereas some found a significant 

positive effect of size on firm performance as they argued that larger companies have better 

growth opportunities and access to financing opportunities, less information asymmetry, wide 

share spread and ownership profile (Teshome, Debela & Sultan, 2018; Ullah, Ali & Mehmood, 

2017) some found a significant negative effect and concluded that economies of scale cannot 

simply reduce costs and enhance firm profitability (Palaniappan, 2017; Nwarogu & Iormbagah, 

2017). However, some studies argued that as firm increases in size, it becomes more complex and 

difficult to manage thereby resulting a negative or insignificant positive effect on firm 

performance (Onodje, 2014). Firm size is measured by the natural logarithm of total assets of the 

firm (Teshome, Debela & Sultan, 2018; Hussein 2017). The paper therefore concludes that 

reference to reviewed empirical evidences firm size exerts significant influence on financial 

performance of manufacturing firms. 
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Firm Age (AGE) and Firm Performance 

Firm age is the number of years that a firm has been in existence from the date of its incorporation 

(Molnar, Wang & Chen, 2017). Alomari and Azzam (2017), argued that old firms are more 

experienced, enjoyed the benefits of learning, not prone to start-up liabilities, benefit from 

goodwill effects which allows them to earn higher margin on sales and enjoy superior 

performance. In contrast, old firms are prone to inertia, and bureaucratic ossification that goes 

along with age, developed routines which are out of touch with changes in market conditions, in 

which case an inverse relationship between age and profitability or growth could be observed 

(Molnar, Wang & Chen, 2017). Similarly, Mwangi and Wanjugu (2015), could not find any 

relationship between age and firm performance. Based on the empirical evidences, the paper 

support the position of existing literature that Firm age significantly influences firm performance.  

 

Growth (GRW) and Firm Performance 

The firm’s growth is considered as one of the internal factors that influences financial performance 

of manufacturing firms. Growth in size of a firm can be in terms of revenue, profits, assets or 

number of employees which are all essential for increased financial performance (Imtiaz, 

Mahmud & Mallik, 2016). Most large firms enjoy economies of scale and thus are able to 

minimize their costs and improve on their financial performance (Teshome, et al., 2018). Manna, 

Nath and Gupta (2016), argued that growth is an indicator of firm’s success and profitability.  The 

paper also conquered with the empirical findings that growth is an important internal factor that 

significantly influences the performance of manufacturing firms.  

 

Liquidity (LIQ) and Firm Performance 

Vy and Phan Thi Bich (2017) define liquidity as the speed and certainty with which an asset is 

converted into cash. Kausar, Sajid and Awais (2014) defined liquidity as the ability to quickly 

convert an investment portfolio to cash with little or no loss. Alomari and Azzam (2017), reported 

a significant negative relationship between liquidity and firm value. Similarly, Mwangi and 

Wanjugu (2015) could not find any relationship between liquidity and financial performance of 

insurance companies in Kenya. Kariithi and Kihara (2017) reported a significant positive effect 

of liquidity on the performance of manufacturing firms in Kenya. Bala, Garba and Ibrahim (2016), 

revealed a strong positive relationship between liquidity and performance of listed food and 

beverages firms in Nigeria. Liquidity (LIQ) is measured by the ratio of current assets to current 

liabilities (Bala, Garba & Ibrahim, 2016). The paper therefore, considers liquidity as an important 

variable that influences firm performance.  

 

Management Efficiency (ME) and Firm Performance 

Yahya, Akhtar and Tabash, (2017) defined management efficiency as the ability of the 

management to achieve quality of being efficient and competent in performance. It is the ability 

to accomplish a job with minimum expenditure of time, resources and efforts to help organizations 

gain competitive advantage over competitive organizations (Marius & Bucata, 2017). Chowdhury 

and Paul (2010), argued that management efficiency measures how well scarce organisational 

resources are used to achieve organisational goal. Yahya, Akhtar and Tabash, (2017), reported a 

significant negative relationship between management efficiency and the profitability of Islamic 

banks in Yemen. Similarly, Chowdhury and Paul (2010), found a positive association between 

management efficiency and firm value in Bangladesh. The paper therefore, considered 

management efficiency as a factor that significantly influences the performance of manufacturing 

firms.  
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Macroeconomic Determinants  

Macroeconomic variables are external factors that are uncontrollable but adoptable and have 

significant effects on firm performance (Abraham, 2016). Babatunde (2018), found a negative 

relationship between inflation rate, interest rate, exchange rate and manufacturing output. 

Similarly, Rao (2016) found a significant relationship between macroeconomic variables and the 

financial performance of energy and petroleum firms listed in Nairobi stock exchange. In another 

related study, Sharma and Jain (2017) revealed that macroeconomic factors have pronounced 

influence on the financial performance of Nestle India Ltd. In addition, Emir and Cengiz (2017) 

revealed that GDP, inflation rate has direct relationship with corporate performance. This paper 

therefore, considered Gross Domestic Product, Inflation Rate, Interest Rate, and Exchange Rate 

as the macroeconomic determinants of manufacturing firms’ performance in Nigeria.  

 

Gross Domestic Product (GDP) and Firm Performance 

Gross domestic product is an inflation-adjusted measure that reflects the value of all goods and 

services produced in a given year expressed in base-year prices, often referred to as constant price 

(Babatunde, 2018). This paper uses Gross Domestic Product as a macroeconomic determinants 

measured by annual growth rate of the economy to examine its effects on the financial 

performance of manufacturing firms in Nigeria.  

 

Exchange Rate (EXR) and Firm Performance 

Exchange rate also known as foreign exchange rate is the rate at which the currency of one country 

is exchanged for another (Oseibonsu, 2016). Davis and Zlate (2016) showed a direct positive 

relationship between exchange rate and financial performance of listed firms in emerging 

economies. On the contrary, Emir and Cengiz (2017) found an inverse relationship between 

exchange rate and performance of largest industrial organizations in Turkey. Similarly, Mwangi 

(2017) revealed that exchange rate negatively affect the financial performance of insurance 

companies in Kenya. In another study, Babatunde (2018) found significant negative effect of 

exchange rate on the output of manufacturing firms in Nigeria.  In this paper, exchange rate is 

measured by the units of domestic currency (Naira) paid for a unit of a foreign currency (USD) 

or the units of USD is paid for a unit of Naira (Mwangi 2017; CBN, 2016).  

 

Inflation Rate (INFL) 

Inflation is a sustained increase in the general price level of goods and services in an economy 

over a period of time due to the decrease in the purchasing power of the fiat currency being used 

(CBN, 2016). Tripathi and Seth (2014), examined the causal relationships between the stock 

market performance and macroeconomic variables in India. The results suggested that movement 

in stock prices is determined by the rate of inflation. Similarly, Babatunde (2018) found a 

significant negative impact of inflate rate on the performance of manufacturing industry in 

Nigeria. Inflation is measured by the annual inflation rate (Babatunde 2018; CBN, 2016).   

 

Interest Rate (INT) and Firm Performance 

Interest rate is a percentage of the principal amount charged by the lender as a compensation for 

the loss of asset use (Davis & Zlate, 2016). It is usually expressed as a percentage of the total 

amount loaned (CBN, 2016). High interest rate regimes lead to high cost of borrowing and 

reduction in economic activities, this affect corporate profit, future cash flow and dividend of 

businesses (CBN, 2016). Rao (2016), found a significant effect of interest rate on financial 

performance of Oil and Petroleum firms listed in Nairobi Stock Exchange. Similarly, Sharma and 

Jain (2017) identified a significant influence of interest rate on financial performance of Nestle 
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Company India. Similarly, based on the empirical evidences the paper concludes that interest rate 

significantly influences firm performance.   

 

Firm Performance Measurements 

Firm performance measurements often used by academics and business practitioners are grouped 

into accounting-based and market-based measurements. The empirical literature as discussed in 

the following sub-sections explores various measurements used to measure firm performance.  

 

Accounting-based Measurements  

The accounting-based measurements are generally considered as effective indicators of 

company’s profitability when compared to benchmark rate of return to the risk adjusted weighted 

average cost of capital. The accounting-based measurements indicate the profitability of firms in 

the short term in the past years (Masa’deh, Tayeh, Al-Jarrah & Tarhini, 2015). Acheson, Campbell 

and Turner (2016), used ROA as measurements of performance in Britain. Emir and Cengiz 

(2017) used profitability as a measure of corporate performance in Turkey.  In another study, 

Molnar, Wang and Chen (2017), employed ROA and ROE as proxies of firm performance in 

China. Furthermore, Xia and Walker (2014) used Return on Assets to measure firm performance 

in China. Mohammed, Kaid and Hanim (2014), used Accounting based measurements to measure 

corporate performance in Malaysia. Similarly, Kariithi and Kihara (2017), employed Profitability, 

Market Share, and Sales volume to measure firm performance in Kenya. Elumah and Shobayo 

(2018) used Return on Assets and Return on Equity as measures of firm performance in the 

Nigerian Brewery industry. Furthermore, Oreoluwa, Samuel and Damilare (2017), used ROA and 

ROE as measures of firm performance in Nigeria. Obeidat and Darkal (2018) used return on assets 

and return on equity as measures of firm performance in Pakistan.  

 

Market-based Measurements 

The market-based measurements of firm performance show how the activity of firms is valued by 

the capital market in a particular period of time relative to its estimated economic value (Dang, Li 

& Yang, 2017). The most widely used market-based measurements include Total Share Return, 

Price-Earnings Ratio, Market-to-Book Value and Economic Value Added (Hussein, 2017). 

Acheson, Campbell and Turner (2016) used Tobin’s Q as measurements of performance in Kenya. 

Similarly, Jin and Jin (2017) used Tobin’s Q as measure of firm performance in China. In addition, 

Palaniappan (2017) used Tobin’s Q as one of the measures of manufacturing firm financial 

performance in India. Mohammed, Kaid and Hanim (2014), used Tobin’s Q and Economic Value 

Added as measures of corporate performance in Kenya. Similarly, Pavelková, Homolka, 

Knápková, Kolman and Pham (2018) employed economic value added and other key performance 

indicators on value of automotive manufacturing companies in Czech Republic. In another related 

study, Sharma and Kumar (2012) used EVA and other traditional measures in firm valuation and 

making investment decision. The study revealed that EVA enhances corporate performance.  

 

Others Measurements 

Some measurements cannot be categorised as accounting or market based such as output per staff, 

Total Factor Productivity (TFP), Cost per service provided and Cost per client served, Employees 

and revenue growth, Revenue per employee, Market share, Customers’ satisfaction, Customers’ 

referral rates, Employees satisfaction, Social and environmental performance (Howell, 2018; 

Fowowe, 2017). Sharma and Kumar (2012) highlighted two important aspects where accounting 

and market based measurements differ. First and foremost, accounting-based measurements are 

backwards looking whereas market-based are forward-looking measurements of performance. 

Secondly, accounting-based measurements are often used by accountants limited by accounting 

standards while market-based measurements are frequently used by investors limited by their 
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perceptions. Similarly, Mohammed, Kaid and Hanim (2014) revealed that the accounting-based 

measurements are used for short-term firm performance while the market-based measurements 

are used as measurements of long-term firm performance. Despite the widely used aspect of the 

determinants and measurements debate is still inconclusive. While some studies found a positive 

effects of firm specific and macro-economic factors on firm performance through accounting and 

market-based measurements, others revealed a significant negative effects (Mohammed, Kaid & 

Hanim, 2014). However, the paper concludes that an integration of market and accounting based 

measures provides a robust measures of firm performance.  

 

The Conceptual Framework 

The SCP paradigm postulates a causal relationship where the structure influences conduct and 

conduct influences performance (Zorinah, 2016). The term conduct refers to the specific 

characteristics and behaviours of the firms. This includes age, growth, size, liquidity and 

management efficiency of manufacturing firms. The term performance refers to the quantity and 

quality of products, economic valued added and firms financial performance (Nabieu, 2013). 

Therefore, SCP hypothesis underpins the link between firm-specific, macroeconomic factors and 

performance of manufacturing firms in Nigeria. Zorinah (2016) argued that, microeconomic 

theory and market structure influences the conduct and behaviour of individual firms. Based on 

the above argument, the paper concluded that both firm specific and macroeconomic factors exert 

significant effect on performance of manufacturing firms. The theoretical underpinning of this 

paper is based on the structure-conduct-performance (SCP) hypothesis. Therefore, theory is 

considered relevant and therefore adopted to examine the effect of firm specific and 

macroeconomic factors on performance of manufacturing firms as depicted in figure 1. 
 

Independent Variables             Dependent Variable 

 

 

 

 

           

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Figure 1: A Model for Determinants of Manufacturing Firms Performance  
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Methodology  

This paper uses secondary sources of data to gather information on this study which includes 

books and published articles. The advantage of these sources is time and cost saving (Sekaran & 

Bourgies, 2013). Similarly, the sources allow for a comprehensive literature review which will 

serve as a reference for future research. 

 

Conclusion  

This study increases the understanding of the effects of firm-specific and macroeconomic 

determinants on financial performance particularly through comprehensive literature review from 

different perspectives. The objective was to provide the literature that will serve as guide for future 

reference on the possible link between the determinants and the financial performance. In 

addition, the study addresses the possible research gap in terms of the relationships between these 

important constructs as empirically tested from a developing country‘s point of view. Based on 

the reviewed empirical evidences, the paper concludes that both firm specific and macroeconomic 

factors exert significant influence on the financial performance of manufacturing firms.   
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Abstract: The study examined the effect of audit committee characteristics on the value of listed 

Deposit Money Banks (DMBs) in Nigeria. Secondary data were sourced from the audited 

financial reports of listed DMBs within the period of study covering 2009 to 2017. The firms’ 

value as dependent variable is represented by market capitalization otherwise known as market 

value of equity and the independent variable is proxied by audit committee expertise and the audit 

committee gender diversity complemented with control variable proxied by total assets. The study 

adopts correlational research design to investigate the effect of the audit committee attributes on 

the value of listed DMBs in Nigeria. Panel data regression analysis was also used as the technique 

of analysis to test the collected data on the dependent and the explanatory variable. The result 

from the Feasible Generalised Least square (FGLS) revealed that audit committee expertise has 

positive and significant effect on market capitalisation. While on the other hand, audit committee 

gender has positive but insignificant effect on market capitalisation. The study contributes to the 

depth of literature on audit committee especially as their structure influences the investors’ 

reaction in the stock market and consequential effect on capitalisation position of the DMBs in 

Nigeria. Its core contribution is targeted towards the divergence opinion between the Financial 

Reporting Council of Nigeria and the shareholder association pertaining to the qualification of 

audit committee member. 

 

 

Keywords: Audit committee, Expertise, Gender, Firms value. 

 

 

Introduction 

Over the years, after the unfortunate corporate financial scandal of Enron incorporation in the 

United State of America (USA), different countries have been making frantic efforts towards 

improving corporate governance. This is being done to forestall the situation in which the 

investors are always bearing the brunt of corporate collapses resulting from agency problem. One 

of the corporate governance mechanisms expected to reduce the opportunistic and selfish 

tendency of corporate managers is audit committee. Section 359 subsection 3 of CAMA 2004 as 

amended mandated all the public companies to have audit committee subject to maximum number 

of six comprising equal number of shareholder representatives and non-executive directors. They 

are meant to monitor the financial reporting and other accounting process in order to safeguard 

the interest of investors.  

 



Dutse International Journal of Social and Economics Research Vol. 2, No. 1 July 2019 

  

 

37 

 

However, the Nigerian banking sector had appreciated the effect of audit committee in adding 

value to corporate value. In Nigeria, just barely between 2005 to this period, have witnessed  many 

corporate frauds affecting Deposit Money Banks (DMBs) in which the investors are at loss despite 

the fact that audit committees have been in existence for decades, there are criticisms of the 

practices of audit committees as to not have achieved much on the reason for their creation in 

safeguarding the proprietary interest of shareholders (L.J. Abbott, Park, & Parker, 2000; Yang & 

Krishnan, 2005).Therefore, this study attempt to examine the audit committee attributes and the 

firms value of listed DMBs in Nigeria. The study is expected to identify the signaling effect of 

audit committee expertise and audit committee gender diversity on the firms’ value of listed 

DMBs in Nigeria. 

 

Banking sector as one of the important sectors contributing to economic growth and development, 

had been facing series of challenges in Nigeria ranging from weak capitalization, credit and 

market risk exposure and weak corporate governance practices leading to loss of confidence in 

the stock market. And this has been having consequential effect on their value maximization.  

According to Abbott et al., (20000), Yang and Krishnan(2005), criticism have been trailing the 

establishment of audit committee for years for their consistence practices of approving and 

certifying corporate reports despite the fact that many companies especially banking sectors have 

witnessed distress for years.  

 

This therefore led to curiosity as to what has been the achievement of audit committee as a 

mechanism to safeguard the proprietary interest of shareholders and other stakeholders. Just of 

recent from 2014 towards 2016 financial year end, Nigeria witnessed the capital adequacy of 

many listed DMBs going below the minimum threshold as confirmed from financial stability 

report (CBN, 2016). There has been high exposure to market and credit risk as their capital 

adequacy is no longer enough to absolve the quantum of risk weighted assets of the bank. This 

problem especially credit risk exposure have led to recent dismissal of top executive officers of 

sky bank plc and eventual taken over by the Polaris bank as effected by CBN in order to avoid 

negative effect on their investors, employees and other stakeholders.  

 

Therefore, this paper examined whether the audit committee structure in Nigeria is really worthy 

of commendation to have any effect if at all on the firms’ value of listed DMBs in Nigeria. This 

will be done by considering the contemporary problems leading to suspension of 2016 code of 

corporate governance practices because of conflict of understanding among the stakeholders of 

public enterprises.  

 

This position is in contravention of the section 359(3) of CAMA(2004) as amended which is 

liberal as to the qualification of audit committee member and also not in line with the interest of 

the shareholders association in Nigeria (Nwosu, 2016). If this divergence opinion is not well 

addressed to suit the interest of all stakeholder, it can lead to shareholders activisms, a situation 

that may have devastating effects on the would be affected firms and eventual multiplier effect on 

the whole economy. Therefore, this study is motivated by the issues of audit committee expertise, 

AC gender diversity and depletion of equity market capitalisation of sampled listed DMBs in 

Nigeria.  

Therefore, the paper is structured into five sections as follows: section one will deal with the 

introduction, section two will be the brief review of empirical studies with hypotheses 

development, three as proposed methodology, and four is the analysis results, findings, conclusion 

while five is the reference. 
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Literature Review and Hypotheses Development 

Firms’ Value 

The value of a firm connotes the book or market worth of a business entity if put for sale. 

The firms’ value is not only measured when there is need for sale but also to give confidence to 

various stakeholders in making investment decision. It is a real determinant considering by both 

potential and prospective investors (shareholders in particular) to make reasonable investment 

decision.  The shareholders will have interest to know the worth of the entity they are investing 

that have reasonable capacity to generate more returns on their investment most especially their 

share price on the stock market. While the management also on the other hand through the 

financial expertise valuation will have interest in the book value of their entity which bridge the 

concept of overvaluation and undervaluation of firm.  

 

Most of the studies reviewed in this paper used Tobin’s Q as a measure of firms value and 

performance prominent among include the work of Carter, D’Souza, Simkins, and Simpson, 

(2010); Husaini and Saiful, (2017) and many others. Therefore, due to contemporary issues on 

firms’ value in Nigerian banking sector pertaining to their weak market capitalisation, this study 

will use market capitalisation as a measure of firm value. Market Capitalisation which is otherwise 

known as market value of equity is measured as the number of outstanding share multiply by the 

share price. For the purpose of this study however, we intend to use the year end share price of 

the sampled listed DMBs in Nigeria within the period of study. 

 

Audit Committee 

Audit committee according to CAMA (2004) as amended consists of equal number of 

shareholders and directors who are expected to carry out oversight functions and present their 

report to shareholders contained in the financial statement. Subsection 3 of the said section 359 

require that the auditors in the case of a public company should make a report to the Audit 

Committee of the company that made up of equal number of directors and representatives of 

shareholders of the company subject to a maximum number of six, subject to re-election annually 

but with no remuneration. Hence it is believable to expect intensive monitoring of firm’s reports 

if this committee is composed of financial experts and also female gender which may lead them 

to have absolute independence and capability of vigorous control over the financial affairs of a 

firm.  

 

Audit Committee Expertise 

The Financial Reporting Council (2016) draft rule submitted that the Chairman of audit 

committee, to annual report, financial statements, accounts, financial report, returns and other 

documents of a financial nature, shall be a professional member of an accounting body established 

by Act of the National Assembly in Nigeria. Section 359 sub-section 3, 4 and 6 of the Act that 

relates to qualification and experience of audit committee members, including the chairman 

provides that: The chairman of the audit committee should be a non-executive director, to be 

nominated by the members of the audit committee regardless of professional qualification. SEC 

(2003) adopted a more neutral definition of financial expertise, in which it was defined as “anyone 

with experience in accounting, supervising financial professionals and overseeing the 

performance of a company (for example, chief executive officer (CEO) and board chairs)’’ The 

CBN code of CG No. 8.1.4  (2006, p.15) stated that Members of the Board Audit Committee 

should be non-executive directors and ordinary shareholders appointed at the AGM, and should 

be knowledgeable in internal control processes. One of such appointed ordinary shareholders 

should serve as the Chairman of the Committee. The CBN code of CG (2006) also, reported that 

lack of board members with accounting/ financial expertise makes the audit committee 

ineffective. Therefore, this study adopts this as a very important variable for this study. This study 
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is also in support of prior studies like Abernathy, Herrmann, Kang, and Krishnan, (2013) that 

competent and effective audit committee could improve the credibility and reliability of the 

financial statements provided to users.  

 

Audit Committee Gender 

This concept is meant to explain the different views as to the effect of female inclusion in audit 

committee to enhance its effectiveness in carrying out their oversight function. Some researchers 

are of the opinion that female by their nature can serve as a check for their male counterpart in 

perpetrating illicit act capable of degrading their virtue. Therefore, a mere presence of female 

among the committee will deter them or minimize the issue of agency cost especially from would 

be litigation cost, pilferage and other fraudulent practices capable of affecting corporate 

performance and in some cases loosing public confidence in protection of their investment. For 

the purposed of this study however we define audit committee gender as the proportion of number 

of females on audit committee in any financial year (CBN, 2006; Chen & Zhou, 2007; Vo & Phan, 

2013; Zhang, Zhou, & Zhou, 2007).  

 

Audit Committee Expertise and Firm Value  

Saiful and Husaini (2017) examined the effect of corporate enterprise risk management ERM im

plementation on the shareholder value. They employed multiple regressions to analyse the data 

collected from 110 non-financial companies listed on the Indonesian Stock Exchange covering 

the period of 2010 to 2013 financial years. Audit committee independent was measured 

as percentage of audit committee that are independent directors to total number of audit 

committee. The findings revealed that audit committee expertise has insignificant and negative 

effect on the firm value as represented by Tobin’s Q. This study cannot be replicated in Nigeria 

because of diverse social, cultural and political and economic ideology. 

 

Almaqoushi, and Powell, (2017) investigated the relation between audit committee (AC, 

hereafter) quality indices derived from a principal component analysis (PCA) and firm value using 

data generated from a sample of 12,301 firms over the period 2002 to 2012. The result from the 

fixed effects panel regressions of industry-adjusted Tobin's q revealed that audit committee 

financial expertise has negative and insignificant influence on the market value base performance 

of Tobin’s Q. Th e study was conducted in a developed economy where the corporate governance 

code compliance is well established and the finding cannot be reasonably replicated to Nigerian 

stock market condition. 

 

Kallamu and Saat (2015) examined audit committee attributes and firm performance of Malaysian 

finance companies. Multiple regression was used to analyse the data collected from the annual 

reports of firms listed on the main market of Bursa Malaysia as at the time of data collection 

(2012) of which 822, out of which 37 were finance firms. Firm performance (ROA) and market 

measures of performance (Tobin’s Q) were used as dependent variables on two model regression 

analysis. While ROA was measured as profit before tax at the year-end divided by total assets. 

The result indicates that finance expertise of directors has positive but insignificant effect on the 

Tobin’s Q. This showed that the  

 

Amer, Ragab, and Shehata, (2014) investigated the relationship between the audit committee 

characteristics and firm performance represented by the ROA, ROE and Tobin’s Q. The study 

adopted GLS random effect regression to analyse proposed relationship between board 

characteristics and firm performance. Data was collected over the period of nine years drafted 

from the sample, based on the 50 most active Egyptian companies listed in the Egyptian stock 

market. The result showed that audit committee financial expertise has positive and significant 
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effect on ROE, ROA, and Tobin’s Q. However, the effect on Tobin’s q as a measure of market 

performance was not established with theoretical validation and the justification for interpreting 

the GLS was not proved in the study 

 

A similar study of Obigbemi (2014), found that audit committee role is very important to the 

protection of shareholders and other stakeholders interests. The performance measures were ROE, 

ROA and Return on Capital Employed (ROCE). Twenty- five (25) manufacturing firms were 

selected and from which data were collected for the period (2004-2011). Empirical analysis was 

carried out using regression and correlation. The result of the analysis showed a positive 

significant relationship between financial expertise of the audit committee and ROA, ROE and 

ROCE. This study recommends that the audit committee should be made of more effective by 

ensuring that more members with financial expertise especially accounting expertise be drafted 

into the audit committee. However, this study was limited to only a few subsectors with a varied 

performance indicators, it was contradicted just a few negative findings. 

 

Krishnan (2008) documented the fact that firms with expert members on their AC are more 

conservative in their accounting than firms without (or with a lower proportion of) experts on 

their AC. Zhang, Zhou, and Zhou, (2007) showed that AC characteristics with more financial 

expertise or, more specifically, having more accounting financial expertise and non-accounting 

financial expertise, is an important determinant of internal control weakness. However, a sound 

performance (financial, non-financial and the market share capacity) is in most cases a function 

of internal control quality. The principle of conservatism helps company to minimise wastages 

which is expected to improve their performance. It is always recognized that for AC, the 

leadership role like chairman is very important and therefore should be the most qualified person 

on the AC. 

 

Rahmat, Iskandar and Saleh (2009) investigated whether there is any difference in the characteri

stics of audit committee between financially distressed and non-distressed companies listed on 

the Bursa Malaysia. They opined that financial distress among big companies is a sign of weak 

corporate governance. The sample comprises 73 financially distressed and the matched pair of 73 

financially non-distressed listed companies. Results from the findings showed that financial 

distress of companies has a significant negative association with financial literacy of the audit 

committee and the quality of external audit. Results may not be generalized to other companies 

that are faced with financial difficulties but are not classified as financially distressed. 

 

Chan and Li, (2008) examine the relation between independence of audit committee and firm 

value with a sample of Fortune 200 companies. Secondary data was collected from first top 200 

publicly traded Fortune 500 firms in the year 2000. The approximate Tobin’ q is used to proxy 

the proxy firm value. Ordinary least square (Ols) regression is used as a technique of analysis to 

estimate the relation. The finding from the analysis revealed that audit committee with finance- 

Trained director as interactive variable is positively significant with firm value at one per cent 

level. 

In view of the extant literature and the mix findings from the reviewed studies, the current study 

which is meant to examine the topic within the context of Nigeria is hereby hypothesised that: 

Ho1: Audit committee expertise has no significant effect on firm value of listed DMBs in Nigeria 

 

Audit Committee Gender and Firm Value 

Güne and Serkan (2016) conducted study on the effect of audit committee effectiveness on bank 

performance. Data were collected from the audit financial statement of the two popular foreign 

countries namely: The Turkish and the UK banks covering 2006-2010. The study revealed that 
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gender diversity in audit committee is positive but insignificant on the three proxies of 

performance indicators. This explained that even though the relationship is not significant, the 

proportion of female members in audit committee has direct effect on the performance of banks 

in both Turkey and United Kingdom. This means that the higher the proportion of female inclusion 

in audit committee, the higher the performance. This position had been widely supported by prior 

researchers like Abbott, Parker, and Peters, (2004); Carol Liu, Tiras, and Zhuang, (20140; 

Terjesen and Singh, (2008) etc among others. Hence this study is consistent withese and thus 

argues in same vein. 

 

Green and Homroy (2016) studied the mechanisms through which female directors may add value 

to the firm. They attempt to integrate female directors in the governance mechanism and observe 

their effect on firm performance indicator. The empirical finding also revealed that a percentage 

point increase in female representation in key governance committees increases firm value. In 

comparison, a percentage point increase in female board representation is associated with a more 

modest increase in firm value. This explained the fact that the inclusion of female in audit 

committee mostly base on their impact value to the firm is a good development.  Similarly, 

Wakaba (2014) conducted study on the effect of audit committee characteristics on firm 

performance among listed firms in Nairobi securities exchange, Kenya. The study adopted an 

explanatory design using agency theory and institutional theory to underpin the study. The data 

was collected in firms listed on the Nairobi Securities Exchange for the period ranging from 2006 

to 2011. The result from the multiple regression showed that audit committee gender diversity has 

a positive and significant effect on ROA as a firm performance indicator. Even though their 

studies were of different contexts, yet their results concurred but limited to only ROA.  

 

Carter, Souza, Simkins and Simpson (2010) investigated the relationship between the number of 

women directors and the number of ethnic minority directors on the board and important board 

committees and financial performance measured as ROA and Tobin’s Q. Finding from the study 

revealed a significant relationship between the gender or ethnic diversity of the board, or 

important board committees, and financial performance for a sample of major US corporations. 

However, the inclusion of female was used in the study but not in audit committee which might 

prove or disprove their relevance in audit committee composition.  

 

Rene´e and Adams (2009) explains that women have a higher attendance at meeting and through 

only one woman on the board, the overall board has a higher attendance. He found out that women 

because of their nature, more likely than men, hold CEO’s accountable for a bad financial 

performance. This buttressed the assertion of (Bøhren & Strom, 2007) when they opined that 

gender diverse board is related to better decision-making of the board. In the same vein, Smit, 

Smith, and Verner, (2006) summarised the positive aspect of gender diversity: first, women may 

bring more creativity and increase the quality through understanding of the market better than 

men. Secondly, gender diversity enhances the reputation of the company and therefore may 

improve the stock market performance.  

 

Considering the above review studies which are mainly from abroad with different social, political 

and economic policies complementary with different exposure to risk, this current study attempt 

to test the hypothesis in local context with Nigeria data and the the hypothesis is stated as follow: 

Ho2: Audit committee gender has no significant effect on firm value of listed DMBs in Nigeria 
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Theoretical underpinning: We intend to use agency theory and signalling theory to underpin the 

study.  

 

Agency Theory 

The theory explains the agency problem that is often arising as a result of emergency of separate 

entity where the ownership of public company is separated from their management. The 

management otherwise known as agent are in fiduciary relationship to carry out the stewardship 

for the benefit of the owners usually known as shareholders in lieu of compensation. However, 

managers being human are prone to exercising selfishness and opportunistic behaviour of 

maximising their own compensation rather than maximising the shareholders wealth which is the 

main objective of business establishment. This agency problems has led to many problems in the 

global economy over the years as many companies have gone into extinction as a result of this 

conflict of interest which always lead to agency cost. In order to address this problem and protect 

the investors interest, different countries have promulgated rules and regulations 

towards the issues of corporate governance. Audit committee establishment is commonly meant 

to reduce the agency cost arising from principal agency conflicts and enhance the value maximis

ation objective of corporate enterprises. 

 

Signalling Theory 

This theory explains the bridge of information asymmetry between the managers and the investing 

public especially for insider abuse of privilege. The theory states that information about the 

company is expected to reflect on the market shares price of public companies. This implies that 

the investors react to information based on different performance metrics of corporate enterprises. 

The study assume that the nomination of audit committee will signal information which tends to 

enhance different reactions from the investing public and as such affect the share value. Therefore, 

the study will base on the framework as shown below 

 
Fig 1: Research Framework 

Audit Committee Attributes 

 

 

 

 

 

 

 

 

 

 

 

 

 

Methodology 

The study used correlational research design to carry out this research works. Secondary data were 

sourced from the annual report of the sampled 14 listed DMBs within the period of study ranging 

between 2009 to 2017. Panel data regression is used as a technique of data analysis. The 

population of this study comprised of the 15 listed commercial banks in Nigeria as at 31st of 

December 2017 which is filtered to adjusted 12 listed banks in the course of study. This filtering 

was done with the following criteria: Firstly, Eco Bank Plc and WEMA Bank were excluded 

because of non-disclosure of necessary audit committee attributes necessary for this 

research. Therefore, using such banks might not give the reasonable result for the sake of analysis. 

Moreover, sky bank plc was also excluded on the basis of unavailability of their full financial 

Audit committee Independent 

Performance        (Market 

Value) 

 Audit Committee frequency of 

meeting 

Control Variable: Bank Size 
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report for 2016 and 2017. Therefore, the panel data collected were from the adjusted population 

of twelve listed DMBs in Nigeria. 

 

Secondary data was extracted from financial report of twelve listed DMBs in Nigeria within the 

period of 2016 to 2017 after a total population of fifteen banks were filtered out. Panel multiple 

regression technique was used to analyze the collected data using Stata 13 statistical software. As 

a way of avoiding biased and spurious result, (Christos and Geoffrey 2011), the research data was 

run using either Fixed Effect or Random Effect Model. Having conducted all post estimation 

techniques, the study supported the use of feasible generalized least square (FGLS). The FGLS 

was arrived at as the p-value of Hausman specification test is not significant and the Bruesch and 

Pagan multiplier test revealed the presence of heteroscedasticity which is best taken care by 

FGLS. 

 

Measurement of Variables and Model Specification 

The variables incorporated into the models include: audit committee expertise, and audit 

committee gender and control variable represented by total asset as bank size to examine their 

respective impact on the corporate performance represented by market capitalisation of listed 

commercial banks in Nigeria. Therefore, the multiple linear regression function is built for the 

model as follow: 

 

Firms Value = f (Audit Committee Characteristics) 

Tobin’s Qit = β 0 + β 2ACEXPit + β4ACFMit + β5BSIZEit + εit 

Where; 

 β 0 to β5   = the coefficient of the respective variables in the model 

ACEXP= Ratio of directors in audit committee with accounting based license and qualification (

ACA, ACCA and ANAN) to total number of NEDs in audit committee. 

ACFM = Log of number of meeting held within a financial year 

Market Value of equity=   Market Share price multiply by the numbers of outstanding ordinary  

    shares at the reporting day 

TA = Total Assets 

it = entities i in  time t 

BSIZE = Bank Size  = Log of total asset as reported in the audited annual report and  

£  =      Error term 

 

 

Table 1: Variable Measurement 
VAR TYPE Variables Proxies Measurement 

Dependent Firm Value Market 

Capitalisation 

Market share price multiplied by outstand 

ing number of ordinary shares 

Independent  

 

 

AC  Accounting 

and Financial 

Expertise: 

Ratio of directors on audit committee with accounting-b

ased license and qualification (ACA, ACCA and 

ANAN) to total number of audit committee members. 

Adapted from (Abernathy et al., 2015)  

Independent  AC Frequency of 

meeting 

number of meeting held within a financial year. Adopted 

from  (Bansal and Sharma, 2016) 

Control Control Variable Bank Size log of total asset.  

Sources: Researcher’s Review 
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Data Analysis Result and Discussions 

 

Table 2 Descriptive Statistics  
 Variable  Obs  Mean  Std.Dev.  Min  Max 

 Mc(₦Bill) 108 212.964 230.778 6.195 1199.321 

 Acexpt 108 0.227 0.110 0 0.333 

 Acgnd 108 0.198 0.160 0 0.667 

 Bsize 108 6.697 1.016 4.284 8.483 

 

Source: Output from Stata 13 

 

Considering the result of this study, the highest market capitalisation within the period is 

approximately ₦1.199 Trillion while the minimum market capitalisation is ₦6.195 Billion. The 

average MC within the period is ₦212.9 Billion with the corresponding standard deviation of 

₦230.8 Billion which is higher than the average MC of the whole bank. This explains the variance 

level of market capitalisation of DMBs in Nigeria. Moreover, audit committee expert(ACEXPT) 

has a mean value of 0.227 with the corresponding standard deviation of 0.11 which is otherwise 

lower than the mean. The maximum qualified chartered accountants in audit committee within 

the period is 0.333(33.3%) while the minimum is zero. Likewise, the ACGND has a mean of 

4.315 with the corresponding standard deviation of 0. 934. The maximum number of female in 

audit committee within the period is approximately 0.602(60.2%) with the minimum of zero 

which means that some DMBs do not have female representatives in audit committee within the 

period of study. 

 

 

Normality Test 

 

Table 3:  Shapiro-Wilk W test for normal data 
Variable  Obs W V Z Prob>z 

 

MC  108     0.920     7.086     4.362     0.000 

 

ACEXP 108     0.979     1.869     1.393     0.082 

 

ACGND  108     0.848    13.418     5.784     0.000 

 

BSIZE  108     0.957     3.788     2.967     0.002 

Source: Output from Stata 13 

Considering the Shapiro-wilk test for normality test in table 3 above, all the variables are 

significant at even 1% except the audit committee expertise which is significant at 10% and above 

5%. Therefore, all variables are not normally distributed. However, the normality of data does not 

impair the reliability and validity of data. Therefore, the data is fit for analysis and the result is 

thereby interpreted for this study. 
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Correlation Matrix 

 

Table 4.  Pairwise correlations 
 Variables   MC ACEXPT ACMEET BSIZE 

  MC   1.000 

 

  ACEXPT 

 

0.053 

 

1.000 

 0.588 

 

  ACGND 

0.181 0.029  1.000 

 0.061 0.769 

 

  BSIZE 0.207 0.008 -0.101 1.000 

 0.031 0.933 0.297 

Source: Output from Stata 13 

 

Table 4 shows the correlation between the independent variables of audit committee 

characteristics and firms value of listed DMBs in Nigeria as well as relationship among the 

independent variables. The relationship among the independent variable revealed the overall 

correlation coefficient less than 80% threshold. This signifies the possible absence of harmful 

multicollinearity among the independent variables. 

 

From the table, the correlation matrix table shows that the coefficient of correlation of audit 

committee expertise (ACXPT) and the firms value is 0.053. The result implies that ACEXPT has 

positive but insignificant relationship with firm value of listed DMBs in Nigeria. This positive 

relationship implies that the increase in the number of qualified professional members in audit 

committee composition will lead to negligible increase in the equity value of the listed DMBs in 

Nigeria.   

 

Also from the table above, the correlation coefficient of audit committee gender (ACGND) is 

0.181. This means that there is positive and significant relationship between the audit committee 

frequency of meeting and equity value of listed DMBs in Nigeria 

 

Presentation and Interpretation of Result 

 

Table 5  Cross-Sectional Time-Series FGLS Regression  
 MCAP  Coef.  St.Err.  t-value  p-value    

 ACEXPT 0.513 0.233 2.21 0.027    

 ACGND 0.272 0.557 0.49 0.625    

 BSIZE 0.122 0.060 2.03 0.042    

 Constant 4.198 0.559 7.51 0.000    

 

Coefficient Generalized least square   

Panels: Homoskedastic   

Correlation No Autocorrelation   

Prob > chi2  0.0349   

Wald chi2i                     8.61 

*** p<0.01, ** p<0.05, * p<0.1  

 

The result from the table 4 shows that the FGLS has taken care of problem of heteroskedasticity. 

It was revealed from the table that panel effect is homoskedastic and that there is no harmful 

autocorrelation. The p-value of chi2 of 0.0349 less than 0.05 implies that the model is fit. 
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From table 5 above, it was also revealed that the coefficient of 0.513 and 0.122 for audit committee 

expertise and bank size respectively with the p-value of 0.027 and 0.042 respectively which are 

both positive and statistically significant at 5%.  However, the coefficient of audit committee 

gender is 0.272 with the corresponding p-value of 0.625 which is not statistically significant as 

the p-value is more than 5%. Considering the above regression result, this study therefore rejects 

the first hypothesis which states that the audit committee expertise has no significant effect on the 

corporate performance of listed commercial banks in Nigeria. This finding is in line with the 

findings of Amer et al., (2014) which also established significant and positive relationship 

between the audit committee expertise and the firms’ value.  

 

Moreover, the regression result also revealed revealed that the coefficient of audit committee 

gender is 0.122 with the corresponding p-value of 0.625 which by implication is statistically 

significant insignificant. This indicates that audit committee gender has positive but insignificant 

effect on market capitalisation of listed commercial banks in Nigeria. Therefore, the study failed 

to reject the null hypothesis which states that audit committee gender has no significant effect on 

the corporate performance of listed commercial banks in Nigeria. This corroborates the findings 

of Güne and Serkan (2016) which also revealed that AC gender has positive but insignificant 

effect on all three performance indicators.  

 

Policy Implication of the Research Findings 

Findings obtained from this study have several policy implications for investors and the 

management in banking sector as well as the regulatory authorities in Nigerian banking and other 

industries. Considering the evidences on various factors affecting the market capitalisation of 

listed DMBs in Nigeria, bank managers and their directors will better understand that the goal 

concern of their firms is more beneficial to various stakeholders including themselves as success 

factors of the banking will also affect their respective compensation in the long run.  

 

 It is revealed from the result that audit committee expertise has significant and positive effect on 

firms’ value of listed DMBs in Nigeria. This significant level indicates the importance of 

professional qualification for audit committee member in affecting the equity market value of 

DMBs in Nigeria. However, the implication for the policy makers is that when considering the 

expertise of audit committee members, then the regulators of corporate governance must also 

consider the experience and the level of independent of these expertise to avoid being a rubber 

stamp. 

Concerning the gender diversity of audit committee, the result reported positive but insignificant 

effect on the equity market value of listed DMBs in Nigeria. This implies that additional increase 

in the inclusion of more women on audit committee add no substantial value to market value of 

listed DMBs.  

 

 Therefore, it is now expedient for the regulatory authority to consider various attribute of audit 

committee as not exclusive of each other but that they have complementary function to perform 

effectively and efficiently. Each of the attribute has interactive role for good corporate governance 

best practice that can enhance the DMBs gaining high market share in the stock market. 

 

Conclusion and Recommendation 

In view of the finding of this study, the conclusion is drawn and recommendation is also made 

accordingly as follows: 

Firstly, the study provides statistical evidence that the firms value represented by market 

capitalisation of listed DMBs in Nigeria are positively influenced by audit committee expertise. 
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Hence, it is concluded from the study that the expertise of audit committee member has high 

tendency if well structure to improve corporate value of banks in Nigeria.  

 

Based on the findings and general conclusion of this study, it is therefore recommended that the 

management, regulatory authorities and other policy makers in Nigerian banking sector should 

consistently improve on their various attempt at safeguarding the proprietary interest of owners 

and other stakeholders in the listed DMBs in Nigeria. This is very important considering the 

multiplier function of the sector in shaping the investment financing and the growth of the 

economy. In this regard, the FRCN position as to mandatory professional qualification of audit 

committee member is in line with this study and supported. However, FRCN are advised to call 

for review of CAMA (2004) concerning the neutral position on the qualification of members of 

the committee.  
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Abstract: The study empirically examines the effect of trade openness on economic growth and if 

trade openness induces macroeconomic dynamics in selected Organization of Petroleum 

Exporting Countries (OPEC) countries, the study utilize annual panel data series for the period 

1990 to 2018 sourced from United Nation Conference on Trade and Development (UNCTAD) 

and World Bank Development Indicator (WDI) data base. The study employed panel data 

dynamic, panel unit root tests, and Pooled mean group. Based on theory and empirics, seven 

macroeconomic variables were selected for the study.  The finding of the study revealed that trade 

openness has a negative significant impact on economic growth in sample OPEC countries.. The 

study also revealed that trade openness shocks induced macroeconomic dynamics in the sampled 

OPEC countries The study therefore recommends that, trade openness must be accompanied by 

complementary policies aimed at encouraging the financing of new investment towards enhancing 

accumulation of capital that can improve skilled labour. In addition, governments of these 

countries should promote policies that encourage exports diversification, and reduce barriers to 

trade openness in order to boost economic performance. 

 

Keywords: Trade Openness, Macroeconomic Dynamics, Economic Growth PMG 

 

Introduction  

According to the World Trade Organization (2017), trade has continued to support economic 

growth and development, helping to reduce poverty around the world. Statistics from World Trade 

Organization (2017) indicates that world merchandise exports have increased in value by about 

32 per cent since 2006, reaching $ 16 trillion in 2016. At the same time, world exports of 

commercial services have accelerated by about 64 per cent, reaching a total of $ 4.77 trillion 

(WTO, 2017). However, the Dwindling world trade growth is both a contributing factor and a 

symptom of the global economic slowdown. While global trade growth has been volatile over the 

past four decades, (WTO, 2017).  

 

To achieve a stable macroeconomic environment and achieve growth, OPEC member countries 

implement several trade policies such as trade restrictive measures, which include the 

establishment of import or export tariffs or increases in these tariffs. The average tariff in Algeria 

is 18.7%, high rates at a level of 30% are applied to food, beverages, tobacco and consumers 

goods (WTO, 2017). Algeria has applied three levels of basic tariff since 2002 which include; 5% 

rate on raw materials, 15% on semi-finished products and 30% rate on finished products. In 2008, 

Angola eliminated tariffs on import of raw materials, equipment and intermediate goods for 
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industries. The Angola Government established a tax import of luxury products, which are now 

subject to a one percent surcharge (WTO, 2016). Ecuador’s import policies are increasingly 

restrictive and results to an uncertain environment for traders in many sectors (WTO, 2015). Since 

2011, Ecuador has pursued a strategic policy of import substitution (WTO, 2016). According to 

the WTO trade policy review (TPR), Ecuador’s tariff structure has been more complex. Ecuador 

generally apply a simple four-tiered tariff structure with levels of 5% for most raw materials and 

capital goods, 10% or 5% for intermediate goods, and 20% for most consumer goods (WTO 

2013).  The products subject to selective import substitution measures include; fertilizers, 

agrichemicals, pesticides and fungicides, soaps, detergents and cosmetics, other chemicals, 

ceramic tiles and floors, textiles, clothing, footwear, leather, radios, television, telephones, 

electronics, and electrical appliances (WTO, 2016). As a member of the Gulf Cooperation Council 

(GCC), Kuwait started applying the GCC common external tariff since 2003 (WTO, 2011). As a 

result, the simple average tariff declined from 7.7% in 2002 to 4.8% in 2011. According to WTO 

(2017), Kuwait tariffs averages 5.7% on agricultural products and 4.6% on non-agricultural 

products, 98.6% of all tariff lines are ad valorem, with 19 mixed tariff lines on tobacco and tobacco 

products. Kuwait bound all tariff lines, except on oil, petroleum, and petrochemicals (WTO, 

2017). The tariff rate in Saudi Arabia averages 5%. Saudi Arabia applies free trade policy to 

general products, placing no quantitative or price controls on imports (WTO, 2011).  

 

The issue of economic growth and macroeconomic stability has been the major concern among 

economic policies makers in the world. The global economic is becoming more and more 

integrated and this is because of trade liberalization. The growing integration of these economies 

through trade has led to economic imbalances among countries. This is because there is 

transmission of macroeconomic shocks among trading economies. The recent slump in global 

crude oil prices in 2014 had pushed majority of OPEC countries into recession. This is because, 

foreign earnings had dropped and subsequently depreciation of their currencies to other foreign 

currencies. Since these countries are import dependent, the depreciation of the currencies to 

foreign currencies saw that imports became very expensive as a result lead to persistent 

hyperinflation and other economic instability within the OPEC economy.  By mid-2014, for 

instance the Algerian dinar depreciated 27% against the US dollar by the end 2015 of (World 

Bank 2015). The same situation with the naira, the naira exchanged to the dollar at $1 to N400 

within the same period. Unlike Algeria, the Nigerian currency continued to drop all through to the 

end of 2016 before it began to stabilize (CBN, 2017). The situation in Angola wasn’t different 

either has the Kwanza depreciated by 22% against the US dollar, the currency was devalued by 

11% in 2017 against the US dollar in 2017 (IMF, 2018)   

 

Within the same period, inflation had been on the rise in most of these OPEC economies. For 

instance, Nigeria’s consumer prices increased to 16.25% in May 2017, easing from a 17.24% in 

early 2017 after reaching an all-time high of 18.30% in 2016 (CBN, 2017).  In Venezuela, inflation 

has soared above +1000% in 2016the highest rates in the world (World Bank, 2017).  In Iran the 

services price index increased by 11.5% between the years 2014 to 2015 and slightly fell down 

11% in October 2016 (World Bank, 2017).  Furthermore, still on Iran, the annual price of 

commodities increased to about 17.1% and 11.2% between the year 2016 to 2017 respectively 

(World Bank, 2017). The Consumer price index (CPI) increased to 2.9% within the period of 

economic crisis in Kuwait (QNB, 2017). In Angola, inflation fell to an annual average of 30.4% 

in 2018 from 32.4% in 2017 easing from 37.2% in 2016 (IMF, 2018). The annual average CPI in 

Ecuador stood at 0.29% in 2018 easing from 0.42% from the previous year, while inflation in 

Algeria fell from an average of 6.4% in 2016 to 5.5% in 2017. However, inflation rose to 7.5% in  

2018 (IMF, 2018) therefore, the  objective of this paper is to examine the dynamics of Trade 

openness, macroeconomic and economic growth in selected OPEC Countries, Evidence from 



Dutse International Journal of Social and Economics Research Vol. 2, No. 1 July 2019 

  

 

51 

 

Panel Data Analysis. The paper is divides into five sections namely; section one as introductions, 

section two literature reviews & theoretical frame work, section three methodology, section four 

result & discussions then section five conclusion and recommendations 

 

Conceptual and Theoretical Review 

 

Trade Openness and Macroeconomics  

For a long time, economists have attempted to find comparative measures of trade openness but 

this has proven to be controversial and difficult. As Winters (2004) posited, the definition and 

measure the degree of trade openness of an economy is indeed a tough task and is a common 

problem associated with most studies (Winters, 2004). According to Alcala and Ciccone (2003), 

trade openness can be measures in different ways. It is difficult to construct a universally 

acceptable measure of trade openness. Various contending measures of openness such as trade 

intensity, tariff and non-tariff barriers, the indices constructed by Dollar (1992) and Sachs and 

Warner (1995) are available to potential researchers.  

 

Macroeconomic dynamic usually understood as a situation of economic malaise where the 

economy does not seem to have settled in a steady position and where, eventually, something need 

to be done for putting it back on track (Azam, 2001). 

According to Joya (2011), the concept of “macroeconomic dynamic (instability)” is not 

necessarily associated with economic crises. Although volatility usually appears during the 

periods of crisis in developed countries, it is an endemic phenomenon in developing countries and 

must not confine to instances of crisis (Malik & Temple, 2009 cited in Joya, 2011).  

 

Theoretical Literature Review 

 

Hecksher – Ohlin (HO) Trade Theory 

Two Swedish economists; Eli Heckscher (in a 1919 article) and his student Bertil Ohlin 

(developed Heckscher’s ideas further in his 1924 dissertation) developed the Heckscher-Ohlin 

(HO) model. The Hecksher-Ohlin theory focuses on the differences in relative factors 

endowments and factors prices between nations as the most determinants of trade (On the 

assumption of equal or similar technology and tastes). Hecksher Ohlin maintained that the sources 

of the factors endowments determine a nation’s comparative advantage. On this basis the theory 

is referred to as the Factor Endowment Theory. The theory analyzed the differences in factors 

endowment on international specialization. The model was based on two main prepositions; 

firstly, a country with specialization in the production and export of a commodity whose 

production requires intensive use of abundant resources. This implies that goods differ in factor 

requirement. Secondly, countries differ in factor endowment. Some countries have mush capital 

per worker and some have less. Countries could rank by factor abundance (Hassan 2007). 

 

Empirical Literature Review 

Francisco and Luis (1998), analyzed the role of trade shocks in shaping aggregate fluctuations in 

Venezuela from 1950 to 1995. The study employed a dynamic stochastic general equilibrium 

(DSGE) model for a small open economy augmented to incorporate the income of the oil sector. 

The study found out that this approach gives predictions that are consistent with the time series 

properties of Venezuela when; the income effect of consumption more than compensates the 

substitution effect that generates the oil transfer and there is imperfect capital mobility. 

 

Razin et al. (2003) evaluated the impact of trade openness through the adjustment costs of 

investment. They emphasized that, in the presence of economies of scale trade, openness may 
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cause volatility in the setup cost of investment, through changes in the terms of trade, and thereby 

may generate instability in the form of “boom-bust investment cycles,” supported by self-fulfilling 

expectations. In a period of ‘good’ terms of trade with lower setup costs of investment, the country 

will experience a boom in the investment cycle, while in a period of ‘bad’ terms of trade the 

investment cycle will see a decline due to increasing higher setup costs. In developing countries, 

firms face relatively higher setup costs due to inadequate infrastructure (communication, 

transportation, etc.) and scarce skilled labour. Trade openness in such countries will, thus, 

generate more pronounced oscillations in the investment cycles, compared to the developed 

countries. 

 

Kose and Riezman (2000) examined the role of external shocks in explaining macroeconomic 

fluctuations in African countries. They construct a quantitative, stochastic, dynamic, multi-sector 

equilibrium model of a small open economy calibrated to represent a typical African economy. 

The framework of the analysis was based on external shocks consist of trade shocks, modeled as 

fluctuations in the prices of exported primary commodities, imported capital goods and 

intermediate inputs, and a financial shock, modeled as fluctuations in the world real interest rate. 

They further examine the cyclical behavior of trade shocks and their co movement with aggregate 

output and the trade balance using annual data of twenty-two non-oil exporting African countries 

for the 1970-1990 periods. The results indicate that while trade shocks account for roughly 45 

percent of economic fluctuations in aggregate output, financial shocks play only a minor role. 

Their study also finds that adverse trade shocks induce prolonged recessions.  

 

Furthermore,  Iyoha and Okim (2017) investigates the relationship between trade and economic 

growth in ECOWAS countries from 1990 to 2013, with 15 ECOWAS countries to estimate the 

relationship between per capita real income, total exports (a proxy for trade), real gross domestic, 

capital formation, human capital proxies by number of years in school, growth rate of population, 

nominal exchange rate and inflation rate. They reported that all the estimated regression equations 

had high coefficients of determination and F-statistic. In all the equations, exports, exchange rate 

and investment were significant determinants of per capita real income growth. Exports positively 

related to growth, thus confirming the hypothesis of trade having a significant positive impact on 

economic growth in ECOWAS countries. The study concluded that there is positive long run 

relationship between trade openness and economic growth in ECOWAS countries.  

 

Jamilah, Zulkornain and Muzarar (2016), investigated the relationship between openness and 

economic growth in 87 selected countries, which includes Organization of Economic Co-

operation and Development Countries (OECD) from 1977 to 2011, using GMM estimation, they 

examine the relationship between GDP per capita, Trade Openness. The results indicated that 

Openness yields a significant positive impact on economic growth. Moreover, Bidirectional 

causality between openness and economic growth found. 

 

In addition, Marjan and Karim (2016), examined the relationship between trade openness, 

economic growth, financial development and quality of environment in OPEC member countries 

from 1990-2010. They used simultaneous equations and GMM estimation to examine the 

relationship between Carbon Dioxide Emission, Trade Openness, Squared GDP, Financial 

Development, GDP, Capital, Foreign Direct Investment, Inflation and Energy UR in percentage 

of Urban Population. They concluded that there is a bidirectional relationship between variables.  

 

In addition, Karman, Haider, Mushtaq, Mustafa and Bano (2016), examined the realistic 

relationship between trade openness and economic growth of 20 different countries (no 

justification for selecting these countries was given by the authors). The study employed fixed 
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effects and random effects to explore the relationship between GDP, Trade Share, Import 

penetration ratio and export penetration ratio. The study concluded that there is lack of statistically 

robust association between trade openness and long-run growth. 

 

Rubert and Mahabir (2015), empirically examined the relationship of growth destination through 

trade in African Countries. They employed the Generalized Moment of Mean Method (GMM) 

and to Fixed Effect techniques to estimate the relationship between trade openness and GDP 

(Growth) in the equation it include investment to GDP ratio, foreign direct investment to GDP 

ratio, and Aid to GDP ratio. The results indicated that trade openness do not support growth, 

Africa-US trade has no statistically significant impacts and the results are robust across numerous 

specifications and persist even after carefully accounting for endogeneity between trade and 

growth. Cakir and Kabundi (2013), studied the trade linkages between South Africa and the BRIC 

(Brazil, Russia, India and China) countries. The study applied a global vector autoregressive 

model (GVAR) to investigate the degree of trade linkages and shock transmission between South 

Africa and the BRIC countries over the period 1995Q1–2009Q4. The results suggest that trade 

linkages exist between these economies; however, the magnitude differs between countries. 

Shocks from each BRIC country shown to have considerable impact on South African real imports 

and output. 

 

Definition and Sources variables 

 

Table 2.4: Definition of Variables and Sources 
Variables Definition/measure Sources of Data 

 GDPc GDP Per capita in billions of US dollars United Nation Conference on Trade and Development 

(UNCTAD) website data base and World Bank 

Development Indicator (WDI)     

TO Trade openness {degree of openness} in 

index form  

United Nation Conference on Trade and Development 

(UNCTAD) website data base  and World Bank 

Development Indicator (WDI)  

CPI Consumer Price Index. Country’s all price 

index.  

World Bank Development Indicator (WDI) website 

data base to complete the data set and International 

Monetary Funds (IMF) website data base. 

 EX Real Effective Exchange Rates. In 

country’s currency units after relative price 

adjustments  

World Bank Development Indicator (WDI) data base 

and and International Monetary Funds (IMF) website 

data base. 

 COP Crude Oil Production, in thousands of 

barrel  

U.S Energy Information Administration (EIA) Website 

data centre 

 LBF Labour Force. In thousands of units World Bank Development Indicator (WDI) website 

data base 

CPT Capital Stock per unit of labour {Gross 

capital formation as capital stock. In 

billions of US dollars 

World Bank Development Indicator (WDI) website 

data base 

Source: Prepared by Author (2018) 

 

Methodology 

 

Sources of Data and Variables  

The variables that was used in this paper was an annual data series that was sourced from the 

United Nation Conference on Trade and Development (UNCTAD) website data base, World Bank 

Development Indicator (WDI) website Data base, U.S Energy Information Administration (EIA) 

Website, and International Monetary Funds (IMF) website data base. seven (7) variables namely; 

Gross Domestic Product per capita (GDPc), Total Labour Force (LBF), Capital Stock per unit of 

labour {Gross capital formation as capital stock (CPT)}, Trade openness {degree of openness 
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(TO)},Consumer Price Index (CPI), Exchange Rates (EX), and Annual Crude Oil Production 

(COP) covering the period of 1990 to 2018 was used. 10 OPEC countries were sampled for the 

study. These countries are Algeria, Angola, Ecuador, Gabon, Islamic Republic of Iran, Kuwait, 

Libya, Nigeria, Saudi Arabia, and Venezuela.  

 

Model Specification 

In achieving the objectives of this study especially its first and second specific objectives, the 

study used an augmented Cobb-Douglas production function framework as suggested by Balanika 

(2013) and Marjan and Karim (2016). The Cobb-Douglas production function mostly used to 

examine the relationship between aggregate production and economic growth in trade openness 

literature as well as business cycle literature (see Balanika, 2013, Marjan& Karim, 2016,). The 

Cobb-Douglas production function represents an economic outlook in which production output is 

determined by the amount of labour involved and the amount of capital invested. The general 

function of the Cobb-Douglas function as presented by Balanika, (2013) has the form of; 

 

Yt= 𝐾𝑡
𝑎 (ALt)1−𝑎    0 < ɑ < 1   .                        (2.1) 

 

Where Y is the aggregate output at t time, K is capital, L is labour, and A the level of technology. 

Labour and technology are assumed to grow exogenously at rates n and g respectively (Balanika, 

2013). One part of the output is invested at a constant rate s and the existing capital depreciates at 

an exogenous rate δ. The model defines k, the capital stock per unit of labour, k= K/AL and y, 

the output per unit of effective labour, y= Y/AL.  The equations are presented as follows;  

 

K(t)=sY(t)-δK(t), equation of capital accumulation      (2.2) 

 

by dividing both inputs by AL; this will give use k 

 

k=sf(k)-(n+g+δ)k, basic equation of solow      (2.3) 

 

k*=(
𝑠

𝑛+𝑔+𝛿

)1/(1−𝑎), steady state capital labour ratios (k=0)     (2.4) 

 

Substituting equation (4) into the production function and taking logs, the steady state of income 

per capita (empirical specification): 

 

ln
𝑌

𝐿
= ɑ + 

ɑ

1−ɑ
 lns - 

ɑ

1−ɑ
 ln(n + g + δ) + ɛ      (2.5) 

 

By making the above analysis, it is evidence that the central predictions of solow model concern 

in the impact of capital stock (s) and growth of labour force on aggregated per capita output.  

Hence, these two variables are included in the basic empirical specification. This analysis follows 

the Heckscher-Ohlin theorem that states that, for two countries should have effective trade 

relationship, capital-abundant country will export a capital-intensive good and a labour-abundant 

country will export a labour-intensive good 

 

However, the model used in this study followed the work of Balanika (2013) who investigated 

the relationship between trade openness and economic growth using a sample of 71 developing 

countries over the period 1990-2005. The model was specified as  

GDPcit = β0 + β1POPit + β2 INVit + β3TOit + β4DCRit + β5INDit + β6INFLit + β7GDPcit-1   (3.1) 
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Where; GDPcit is gdp per capita, POPit is population growth, INVit Investment level, TOit trade 

openness, DCRit, is Domestic Credit, INDit is industry share to GDP, INFLit is inflation and 

GDPcit-1 is the lagged value of gdp per capita.  

Hence, the empirical specification can be specified as follows;     

   

GDPcit = β0 + β1TOit + β2EXit + β3COPit+ β4LBFit + β5CPTit +ɛ𝑖,𝑡                                (3.2) 

 

Where, GDPcit is Gross Domestic Product (GDP) per capita, LBF is Labour force growth, CPT is 

capital stock per unit of labour (Gross capital formation as capital stock), TO is trade openness 

(degree of openness), EX is Exchange Rates and COP is Crude oil production, However, i and t 

denote number of cross sections and time, respectively, ɛit is the error term and 𝛽 represents the 

estimated coefficients of all independent variables. 

 

Estimation Technique 

 

Panel Unit Root tests 

Panel unit root tests, are traditionally used to test for the order of integration (stationarity) in the 

variables of the data set. There are two groups of panel unit root tests. The first assumes a common 

unit root process, that is, it assumes homogenous autoregressive coefficients between the cross- 

sections. These include the tests developed by Hadri (2000); Breitung (2000); and Levin, Lin and 

Chu (LLC, 2002). The other group assumes individual unit roots, with the assumption that the 

first order autoregressive parameter varies with cross-sections. This second group includes the 

Im, Pesaran and Shin (IPS, 2003); Madala and Wu (MW, 1999). All the other  

tests the null hypothesis of non-stationarity (or unit root) except Hadri (2000) which tests the null 

hypothesis of stationarity.  
 

One prerequisite in panel data analysis is the test of stationarity of variables within the panel. The 

panel unit root test is conducted to test presence of unit root and stationary process of the variables. 

This study made use of four different panel unit root tests namely, Levin, Lin and Chu (LLC), Im, 

Pesaran and Shin (IMPS), Breitung test, and Hadri Z-stat. However, LLC, IMPS and Breitung 

tests assumes the null hypothesis of individual series is non-stationary with alternative hypothesis 

that suggest existence of stationarity in the series. While, Hadri unit root test assumes the null 

hypothesis of stationarity with the alternative hypothesis that suggest non-existence of 

stationarity.  

 

The aim here is not only to the stationarity process of the variable but also determine the order of 

integration at either level or at first difference. The panel unit root statistics reported are for the 

level and first difference series in table 4.1 and table 4.2 respectively. 

 

Result and Discussion  

 

Table 4.1: Results of Panel Unit Root Tests in Level      
Variables Test Type Calculated Statistics Prob-Value Status Order of integration 

GDPc Levin, Lin & Chu t -1.04083 0.1490 Not stationary Unknown 

 Im, Pesaran and Shin W-stat -1.27028  0.1020 Not stationary Unknown 

 Breitung t-stat  1.44363  0.9256 Not stationary Unknown 

 Hadri Z-stat  7.23331  0.0000 Not stationary Unknown 

      

TO Levin, Lin & Chu t  0.80022  0.7882 Not stationary Unknown 

 Im, Pesaran and Shin W-stat  2.03044  0.9788 Not stationary Unknown 

 Breitung t-stat 1.49064 0.9320 Not stationary Unknown 
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 Hadri Z-stat  7.62423 0.0000 Not stationary Unknown 

      

EX Levin, Lin & Chu t -0.49037  0.3119 Not stationary Unknown 

 Im, Pesaran and Shin W-stat  0.85773  0.8045  Not stationary Unknown 

 Breitung t-stat -0.20422  0.4191 Not stationary Unknown 

 Hadri Z-stat  3.59535  0.0002  Not stationary Unknown 

      

CPI Levin, Lin & Chu t  0.40159  0.6560 Not stationary Unknown 

 Im, Pesaran and Shin W-stat  0.23282  0.5921 Not stationary Unknown 

 Breitung t-stat -0.34063  0.3667 Not stationary Unknown 

 Hadri Z-stat  7.18457 0.0000 Not stationary Unknown 

      

COP Levin, Lin & Chu t -0.03757  0.0518 Not stationary Unknown 

 Im, Pesaran and Shin W-stat -0.88257  0.1887 Not stationary Unknown 

 Breitung t-stat -1.07327  0.1416 Not stationary Unknown 

 Hadri Z-stat  4.92990  0.0000 Not stationary Unknown 

      

CPT Levin, Lin & Chu t  1.57373  0.9422 Not stationary Unknown 

 Im, Pesaran and Shin W-stat  2.74426  0.9970 Not stationary Unknown 

 Breitung t-stat  3.61662  0.9999 Not stationary Unknown 

 Hadri Z-stat  7.08673 0.0000 Not stationary Unknown 

      

LBF Levin, Lin & Chu t -0.13427  0.4466 Not stationary Unknown 

 Im, Pesaran and Shin W-stat  1.83136  0.9665 Not stationary Unknown 

 Breitung t-stat  0.88134  0.8109 Not stationary Unknown 

 Hadri Z-stat  6.94791 0.0000  Not stationary Unknown 

Source computed by the researcher using E-views version 10 (2018) 

 

The results of the four panel unit root test in the table 4.1 above suggest that there is strong 

evidence that the null hypothesis of the presence of unit roots cannot be rejected in level form for 

all the variables. In other words, the results suggest all the series in level are non-stationary.  This 

is not surprising, because it is noted in econometric literature that macroeconomic variables in 

essence are not stationary. The result is consistent with a number of studies including the works 

of Jan and Audu, (2017), Rudra et al (2017), Jamilah, Zulkornain and Muzarar (2016) 

  

Table 4.2: Results of Panel Unit Root Tests in First Difference  
Variables  Test Type Calculated 

Statistics  

Prob-

Value 

Status Order of 

integration 

ΔLOGGDPc Levin, Lin & Chu t -5.11620  0.0000 stationary  I(1) 

 Im, Pesaran and Shin 

W-stat 

-3.72035  0.0001 stationary  I(1) 

 Breitung t-stat -1.84572  0.0325 stationary  I(1) 

 Hadri Z-stat  0.97070  0.1658 stationary  I(1) 

      

ΔTO Levin, Lin & Chu t -6.33657  0.0000 stationary  I(1) 

 Im, Pesaran and Shin 

W-stat 

-4.75946  0.0000 stationary  I(1) 

 Breitung t-stat -1.57142  0.0239 stationary  I(1) 

 Hadri Z-stat  1.41268  0.0789 stationary  I(1) 

      

ΔEX Levin, Lin & Chu t -2.98135  0.0000 stationary  I(1) 

 Im, Pesaran and Shin 

W-stat 

-7.29531  0.0000 stationary  I(1) 

 Breitung t-stat -6.30909  0.0000 stationary  I(1) 

 Hadri Z-stat  1.37402  0.0847 stationary  I(1) 
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ΔLOGCPI Levin, Lin & Chu t -4.22782  0.0098 stationary  I(1) 

 Im, Pesaran and Shin 

W-stat 

-3.53454  0.0002 stationary  I(1) 

 Breitung t-stat  3.16594  0.0429 stationary  I(1) 

 Hadri Z-stat -0.23468  0.5928 stationary  I(1) 

      

ΔLOGCOP Levin, Lin & Chu t -10.4502  0.0000 stationary  I(1) 

 Im, Pesaran and Shin 

W-stat 

-10.7842  0.0000 stationary  I(1) 

 Breitung t-stat -5.02999  0.0000 stationary  I(1) 

 Hadri Z-stat -1.19524 0.7363 stationary  I(1) 

      

ΔLOGCPT Levin, Lin & Chu t -7.50378  0.0000 stationary  I(1) 

 Im, Pesaran and Shin 

W-stat 

-4.94130  0.0000 stationary  I(1) 

 Breitung t-stat -6.86040  0.0000 stationary  I(1) 

 Hadri Z-stat  1.40808  0.0796 stationary  I(1) 

      

ΔLOGLBF Levin, Lin & Chu t -4.45383  0.0250 stationary  I(1) 

 Im, Pesaran and Shin 

W-stat 

-2.67548  0.0037 stationary  I(1) 

 Breitung t-stat -2.98085  0.0014 stationary  I(1) 

 Hadri Z-stat  1.34268  0.0889 stationary  I(1) 

Source computed by the researcher using E-views version 10 (2018) 

 

As observed from the results obtained in table 4.2, it seemed necessary to test the stationarity of 

the variables at their first difference since the variables were not stationary at levels. The results 

of these difference series is presented in the four-panel unit root tests in table 4.3 above. The 

results suggests after differencing the series, the null hypothesis of non-statioanrity in each of the 

series can be rejected at 1% level of significance. Thus, the series are now integrated or order 1, 

that is they are I(1). These results are consistent with the general notion that most macroeconomics 

variables are non-stationary at level, but are mostly stationary after first difference. It is therefore 

possible to conclude that these series follow a stochastic trend and can be cointergrated as well.   

 

Mean Group (MG) Estimators and Pooled Mean Group (PMG) Estimators 

Based on Pesaran et al. (1999), the dynamic heterogeneous panel regression can be incorporated 

into the error correction model using the autoregressive distributed lag ARDL (p,q) technique and 

stated as follows (Loayza and Ranciere, 2006): 

 

∆(yi)t= ∑ 𝛾𝑗
𝑖𝑃−1

𝐽=1  ∆(yi)t-j + ∑ 𝛿𝑗
1∆(𝑞−1

𝑗=0 yi)t-j + φi[(yi)t-1 – {𝛽0
𝑖  + 𝛽1

𝑖  (Xi)t-1}]ϵit  (3.10) 

 

Where y is the GDP per capita, X is a set of independent variables including the trade openness 

indicator, γ and δ represent the short-run coefficients of lagged dependent and independent 

variables respectively, β are the long-run coefficients, and φ is the coefficient of speed of 

adjustment to the long run- equilibrium. The subscripts i and t represent country and time, 

respectively. 

 

The term in the square brackets contains the long-run growth regression. Equation (3.10) can be 

estimated by two different estimators: the mean group (MG) model of Pesaran and Smith (1995), 
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the pooled mean group (PMG) estimator developed by Pesaran et al. (1999). The estimators 

consider the long-run equilibrium and the heterogeneity of the dynamic adjustment process and 

are computed by maximum likelihood (Demetriades and Law, 2006). 

Pesaran and Smith (1995), Pesaran (1997) and Pesaran and Shin (1999) present the autoregressive 

distributed lag (ARDL) model in error correction form as a relatively new cointegration test. 

However, here the emphasis is on the need to have consistent and efficient estimates of the 

parameters in a long run relationship. According to Johansen (1995); Philipps and Hansen (1990), 

the long-run relationship exist only in the context of cointegration among variables with the same 

order of integration. 

 

Nevertheless, Pesaran and Shin (1999) argue that panel ARDL can be used even with variables 

with different order of integration irrespective of whether the variables under study are I (0) or I 

(1). In addition, both the short-run and long-run effects can be estimated simultaneously from a 

data set with large cross-section and time dimensions. Finally, the ARDL model, especially PMG 

and MG, provides consistent coefficients despite the possible presence of endogeneity because it 

includes lags of dependent and independent variables (Pesaran et al, 1999).  

 

Hausman-Test 

The Hausman test is used to test whether there is a significant difference between these estimators. 

The null of this test is that the difference between PMG and MG estimation is not significant. If 

the null is not rejected, the PMG estimator is recommended since it is efficient. The alternative is 

that there is a significant difference between PMG and MG and the null is rejected. If there are 

outliers the average estimator may have a large variance and in that case the Hausman test would 

have little power. The PMG will be used if the P-value is insignificant at the 5% level. On the 

other hand, if it happens to have a significant P-value, then the use of a MG estimator is 

appropriate 

 

Table 4.3: Hausman Test Result 
PMG*MG 

Ho: PMG estimator is efficient and consistent but MG is not efficient  

P-value = 0.9019 

Since it is not possible to reject Ho, the PMG estimator is selected because it is efficient and consistent.  

Source computed by the researcher using STATA 14 (2018) 

 

From the table 4.3 above, Hausman test and the corresponding p-value suggests, it is not possible 

to reject the long-run homogeneity restriction at the conventional levels of significance. This 

implies, one can conclude that the PMG is more efficient and appropriate than the MG estimates. 

Thus, this study will be relying more on the results of PMG estimator.   

 

PMG Estimation Country Specific 

The Hausman Test suggests that the Pooled Mean Group (PMG) estimator is more appropriate 

compared to Mean Group (MG) estimator. The advantage of the PMG is that it imposes 

homogeneity in the long-run parameters and allow short-run dynamic to be heterogeneous. This 

estimator provides country specific coefficient for individual countries for a short-run analysis. 

The result in table 4.4 below shows the impact of trade openness on economic growth in OPEC 

countries. 
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Table 4.4: Panel PMG Estimation Country Specific 
                PMG RESULTS   

Dependent Variable: LOGGDPc     

Countries ECT TO EX LOGCOP LOGCPT LOGLBF C 

Algeria -0.0462*** 

(0.01864) 

-0.01066*** 

(0.0002) 

-0.9304*** 

(0.0332) 

0.303*** 

(0.0332) 

0.0734*** 

(0.0316) 

-0.908** 

(0.409) 

-0.0189 

(0.0176) 

Angola -0.134** 

(0.0782) 

-0.0098*** 

(0.00008) 

-0.1183** 

(0.04829) 

0.096 

(0.1516) 

0.0054 

(0.0051) 

-16.341*** 

(3.2035) 

0.0493 

(0.118) 

Ecuador -0.1182** 

(0.048) 

-0.0075*** 

(0.000034) 

0.0028 

(0.0034) 

0.1288 

(0.0918) 

0.0048 

(0.0357) 

-0.0643 

(0.3014) 

0.0248 

(0.0029) 

Gabon -0.397*** 

(0.1372) 

0.01423 

(0.1170) 

-0.3212** 

(0.1171) 

0.3851*** 

(0.1176) 

0.0038 

(0.0047) 

7.586 

(2.702) 

-0.4066** 

(0.198) 

Iran -0.405*** 

(0.142) 

0.1519*** 

(0.0541) 

-0.0271 

(0.0272) 

0.4397*** 

(0.1037) 

-0.0027 

(0.0029) 

0.1440 

(0.0820) 

0.0184 

(0.0177) 

Kuwait -0.1788*** 

(0.0655) 

0.0067 

(0.0422) 

-0.2300*** 

(0.0662) 

0.3550*** 

(0.06125) 

0.1301*** 

(0.0612) 

0.1717 

(0.2576) 

-0.229* 

(0.113) 

Libya -0.7187*** 

(0.1896) 

-0.2919*** 

(0.1056) 

-0.0354*** 

(0.0120) 

0.8178*** 

(0.0832) 

-0.0911 

(0.0840) 

-2.985 

(7.365) 

-0.0182 

(0.072) 

Nigeria -0.0670*** 

(0.0205) 

-0.1167*** 

(0.034) 

-0.0890** 

(0.0352) 

0.1555* 

(0.0905) 

0.0330*** 

(0.0027) 

-5.54322** 

(1.596) 

 

0.0040 

(0.0226) 

Saudi Arabia -0.337*** 

(0.0881) 

0.013 

(0.0176) 

-0.0264 

(0.076) 

0.4958*** 

(0.0393) 

0.0032 

(0.0013) 

0.1722 

(0.181) 

-0.2882 

(0.1428) 

Venezuela 

 

-0.721*** 

(0.091) 

-0.0167** 

(0.0046) 

-0.0856*** 

(0.0319) 

0.5868*** 

(0.1290) 

0.0243 

(0.0256) 

-0.8477 

(0.5377) 

0.0014 

(0.0045) 

Source computed by the researcher using STATA 14 (2018). The asterisks ***, ** and * indicate significance at 1%, 5% and 

10% respectively. The figures in parenthesis () are standard errors. The lag structure is ARDL (1, 1, 1, 1, 1, 1) 

 

As it can be observed from the table above, ten OPEC countries were sampled out for this study, 

namely; Algeria, Angola, Ecuador, Gabon, Iran, Kuwait, Libya, Nigeria, Saudi Arabia and 

Venezuela. The PMG estimate the relationship between economic growth (LOGGDPc) and Trade 

Openness (TO), Real Effective Exchange Rate (EX), Capital Stock (LOGCPT), Labour input 

(LOGLBF), and Crude Oil Production (LOGCOP).  The results indicate that Trade Openness has 

positive impact on economic growth in relation to Gabon, Iran, Kuwait and Saudi Arabia. 

However, the effect is negative in relation Algeria, Angola, Ecuador, Libya, Nigeria and 

Venezuela. The effect of trade openness on economic growth is statistically significant in relation 

to Algeria, Angola, Ecuador, Gabon, Iran, Libya, Nigeria, and Venezuela. The interesting thing 

in this results is that Trade Openness is negative and statistically significant in relation to Algeria, 

Angola, Ecuador, Libya, Nigeria and Venezuela, this implies that trade openness had not been 

favorable for the economy of these countries within the of period this study. In other words, 

increase in trade openness lead to decrease in economic growth in Algeria, Angola, Ecuador, 

Libya, Nigeria and Venezuela. However, trade openness had been favourable for to Gabon and 

Iran. This implies an increase in trade openness leads to economic growth in these countries.  

 

In addition, the coefficient of exchange rate found to be negative in all the countries except for 

Ecuador. However, the effect found to be significant in all the countries except of Ecuador, Iran 

and Saudi Arabia. In the nutshell this implies that an increase in real exchange rate lead to a 

decrease in economic growth in OPEC countries. This may be that the exchange rate policies had 

not been favourable in OPEC countries. The fluctuation in forex had slow down the economy in 

OPEC countries.  

 

The result also indicates that crude oil production has a positive impact on economic growth in 

OPEC countries. The relationship between the two is statistically significant in relation to Algeria, 

Gabon, Iran, Kuwait, Libya, Nigeria, Saudi Arabia and Venezuela. This implies that increase in 

crude oil production lead to an increase in economic growth in OPEC. This is not surprising, 

because crude oil had been the major source of revenue to almost all OPEC countries. The increase 
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in output implies increase in sales of oil and increase in revenue to OPEC countries. The revenue 

is channels to developmental projects, which ensure economic growth. However, glut in the world 

crude oil market had slow down the economies of most OPEC countries due to fluctuation in 

global crude oil prices. 

The results also show that, with the exception of Angola and Iran, Capital Stock has a positive 

impact on economic growth in OPEC countries. However, the relationship between the two is 

statistically significant in relation to Algeria, Kuwait and Nigeria. This fit into the theory of trade 

and economic growth, which stipulate that increase in capital input ensure economic growth. 

Likewise, the coefficient of labour input found to have positive impact on economic growth in 

OPEC countries except for Algeria, Angola, Ecuador and Nigeria. The result shows that, the 

relationship between the two is significant in relation to Algeria, Angola and Nigeria. This implies 

increase in labour input stimulate economic growth in OPEC countries. This fit into the theory of 

trade and economic growth, which stipulate that increase in labour input ensure economic growth. 

. However, exchange rate is found to be statistically significant in PMG only since the probability 

value is less than 0.05. This means an increase in EX by 1% will lead to a decrease in LOGGDPc 

by 1.9%, 0.0062% and 0.016% in PMG, MG and DFE respectively. As evidence in the long-run 

estimation exchange rate had a negative effect on economic growth in the short-run as well. This 

further implies that exchange regimes in OPEC countries had not been favourable. This finding 

is consistent with that of Rudra et al (2017), Pam (2016), Nabiza and Zakir (2014) and Nowbutsing 

(2014). However, this finding is inconsistent with the studies of Kojo, Saban and Yemane (2014) 

and Gries and Redlin (2012). 

 

In addition, crude oil production was found to be positive and statistically significant in all three 

estimators. The coefficients of the estimators suggest that in the short-run an increase in crude oil 

production by 1% will lead to 34.7%, 33.4% and 49.4% increase in economic growth in PMG, 

MG and DFE respectively. This is expected because; crude oil is the major source of revenue for 

most OPEC countries and this revenue are channeled to developmental programmes within their 

economy.The result shows the error correction term (ECT) which are statistically significant with 

negative sign in all countries. This finding consolidates the presence of a long-run relationship 

between the variable of interest in all the countries. The coefficient of the error terms which are -

0.0462, -0.134,-0.1182 -0.397, -0.405, -0.1788, -0.7187, -0.0670, -0.337, and -0.721 this implies 

that the deviations from short-run towards long-run are corrected each year by nearly 4.62% in 

13.4%, 11.82%,39.7%,40.5, 17.88%,71.87%,6.70%,33.7% and 72.1%for Algeria, Angola, 

Ecuador, Gabon, Iran, Kuwait, Libya, Nigeria, Saudi Arabia and Venezuela respectively. But 

from the Libya and Venezuela the speed of adjustment is high, this leads to whenever they 

experience disequilibrium it takes long time to turn to normal position compare with other OPEC 

countries in the study  

 

Serial Correlation Test 

It is necessary to test for the presence of autocorrelation in the model. This is because if a model 

has autocorrelation, the model is not good for analysis and policy prescription. This study made 

use of Wooldridge test for autocorrelation in panel data. The test follows the null hypothesis of 

no first-order autocorrelation.  

 

Table 4.5: Wooldridge test for autocorrelation in panel data 
F(1,   9) 0.051 

Prob > F 0.8258 

Source computed by the researcher using STATA 14 (2018). 
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From the table above, given the F-statistics of 1.565 and a probability value of 0.2425, this 

signifies the acceptance of the null hypothesis at 5% level of significance. This implies that the 

model does not suffer from serial correlation.   

 

Conclusion and Recommendation 

This study aimed to examine the relationship between trade openness, macroeconomic dynamic 

and economic growth in OPEC countries. The error correction term were found to be statistically 

significant. This implies that the deviations from short-run towards long-run are corrected by 

10.2% in each year and it would take almost nine years and eight months to reach the stable long-

run equilibrium path in real growth model in case of PMG. This empirically implies that for any 

disequilibrium in the system, the system will automatically adjust itself back to the equilibrium 

on the average after 5 years and 3 months in OPEC countries. The study made use of four panel 

data dynamic estimation techniques of PMG employed. 

System will automatically adjust itself back to the equilibrium on the average after 5 years and 3 

months in OPEC countries. 

 

The study concluded that there is long-run negative relationship between trade openness and 

economic growth in OPEC countries. This result does not conform with the apriori expectation 

since in theory trade openness leads to economic growth. In addition, the study further concludes 

that both short-run and long-run trade openness has a significant negative effect on economic 

growth in OPEC countries. This implies that most OPEC countries had not benefited massively 

from a wider open economy; this has brought the bare the truth that OPEC countries had been 

operating at unfavorable terms of trade 

 

Trade Openness found to have negative and significant impact on economic growth in OPEC 

countries. It recommended that policy makers in OPEC countries should implement trade policies 

that will be favorable for the economy.  Such policies may include implementing a policy that 

will allow trade openness to accompany by complementary policies aimed at encouraging the 

financing of new investment towards enhancing accumulation of capital goods and trade policies 

that have the ability to improve labour skills. Furthermore, trade policies that will reduce the 

importation of consumable goods such as food items and encourage the export of refined product 

should be considered. Towards diversifying the economy there should be more investment in 

technology and manufacturing industries in order to reduce the importation of refined products 

and encourage the exportation of refined products, this will make OPEC countries more 

competitive in international trade. 

 

Having observed that trade openness can cause economic dynamics among other macroeconomic 

variables, it is relevant for OPEC countries when formulating policies should consider the adverse 

effect of increase in openness of the economy. These will enable OPEC countries to control the 

rate at which trade openness shocks can induce fluctuation in their economy. 
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Abstract: The objective of this paper to examine the dynamic relationships between interest rates, 

price level, exchange rate and economic growth in Nigeria using a quarterly time series data from 

1988q1 to 2018q2. The study employed a Granger VECM model and suggests that in the short 

run, interest rate (INTR) can cause real gross domestic product (GDP) in Nigeria hence, a 

unidirectional causality runs from the interest rate (INTR) to the real gross domestic product 

(GDP) while there is no causality movement from consumer price index (CPI) and exchange rate 

(EXCH) to the real gross domestic product GDP. The result also indicates a short run causality 

running from real gross domestic product (GDP), consumer price index (CPI) and exchange rate 

(EXCH) to interest rate (INTR). On the other hand, the study suggests no short run causality 

running from real gross domestic product (GDP), interest rate (INTR) and exchange rate (EXCH) 

to consumer price index (CPI) and also found that the real gross domestic product (GDP), interest 

rate (INTR) and consumer price index (CPI) cannot cause exchange rate (EXCH) in the short run 

while in the long run, the study found the coefficient of the error correction term (ECT) as negative 

and statistically significant with the speed of adjustments as 5 percent per quarter. The study 

recommends a robust monetary policy should be pursued to encourage stability in both interest 

and exchange rates and as well consequent price stability for increased productivity in the 

economy.    

 

 

Keywords: Interest rate, Price level, Exchange rate, GDP, Nigeria 

 

 

Introduction.  

Overtime, the relationship between interest rate, price level and economic growth has been a 

subject of interest in the academic discourse. The interplay among the variables has caused for 

various findings and conclusion by monetary authorities, economists and policy makers based on 

various arguments that stands on the spotlight of how economic growth can be influenced by these 

variables of interest rate and price level and how purchasing power is determined considering the 

interest and exchange rates volatility. The use of price level here could be synonymous to inflation 

while interest rate related to money supply as control variables and other macroeconomics 

variables related to various theoretical fronts in the fields of arguments put forward by both 

Classical and Keynesian economists. The classical economists argued that increasing quantity of 

money supply generally increase price level rather than income and employment. While the 

Keynesian economist emphasized on changes in money demand in relation to price level or 

income, or both the price level and income. These assertions established conflicting conclusions 

from the perspectives of various scholars.  
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However, on the ground of these arguments, various empirical studies have been conducted to 

examine the relationship between either interest rate, price level, money supply and economic 

growth or money supply, interest rate, inflation and economic growth (Urbanovsky, 2017; Bello 

and Saulawa, 2013; Kaplan and Gungor, 2017; Akinbobola, 2012; Njimanted, 2009; Cochraine, 

1999; Nguyen, 2015; Masih and Abdulkarim, 2014;). The review of some of these studies suggest 

that general consensus is however difficult on the relationship amongst the variables owing to 

contradiction in the results from different studies.  

 

The objective of this paper is mainly to evaluate the dynamic causal relationship between interest 

rate, price level, exchange rate and economic growth in Nigeria. The motivation for this study 

was to build on existing empirical literature and contribute to the growing research on how 

monetary policy can be adjudged to achieve price stability and fostering sustainable economic 

growth thereby stabilizing exchange rate and controlling interest rates to check the inflation level 

in the country. However, it is a well-known fact that interest rate volatility affects lending rate and 

price level with attendant consequences on investment and the economy. This paper, nevertheless, 

adds to the literature by incorporating interest rate, price level, exchange rate and economic 

growth into a dynamic model using a time series data from 1988q1 to 2018q4 to examine the 

relative impact of both interest rate and price level on economic growth and as well their causal 

effect on exchange rate volatility in Nigeria necessary for empirical and policy inferences.  

 

After this section of introduction, the paper is organized in the following ways: Section 2 consists 

of empirical literature review followed by the methodology in section 3. While section 4 presents 

the results and discussion of the paper and the final section consists of conclusion and 

recommendations. 

 

Theoretical Literature Review 

There are several bodies of literature that embodied the theory of interest rate. Prominent among 

which include the neo- classical, the lendable, the Keynesian theory etc.  The Neo-classical theory 

of interest rates otherwise, the lendable fund theory states that interest rates are affected by the 

factors of demand and supply of lendable funds whereby the demand for lendable funds has an 

inverse relationship with interest rate. Hence, they move in a non- convergence direction. This 

can therefore be explained that an increase in interest rates may negatively affect the cost of raw 

materials in the market leading to an increasing production costs that may exert a threat to 

aggregate output in the economy. 

 

According to Keynes (1973), in his definition of liquidity preference theory stated that the rate of 

interest set forth in the general theory of employment, interest and money. That, “the rate of 

interest depends on the demand and supply of money” (Keynes 1937, 1973). In his view, the 

primary way in which interest rates influence the aggregate output level is through its effects on 

the planned investment spending through which the profit making firms invest in physical capital 

(machines, factories and the raw materials) with the expectation to attract more earning than the 

interest cost of a loan for investment financing. However, this paper is anchored on Keynes 

assertion on interest rates in relation to investment purposes thereby facilitating consumption 

pattern, saving and demand pattern in the economy.  

 

Empirical Literature Review 

A number of studies have been conducted that examined the interplay of some macroeconomic 

variables in monetary economics literature and the impact of these variables on economic growth 

and as well effectiveness of monetary policy. Two aspects of these studies can be identified based 

on the perspective of this study. On one hand, there are group of studies that are interested in the 
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relationship between interest rates and economic growth or interest rates, money supply, inflation 

and economic growth. This aspects of studies includes researches conducted by Shahzad (2011), 

Udoka and Roland (2012), Umaru & Zubairu, (2012), Saymeh and Orabi, (2013), Semuel and 

Nurina (2015), Bhunia (2016), Jelilov (2016), Maiga (2017), Kaplan and Gungor (2017), Utile, 

Okwori and Dooter (2018). In all of these studies, conflicting arguments and conclusions were 

established. While Maiga (2017) argued that the interest rate has a slight impact on growth and 

that the growth can also be improved by lower the interest rate which will increase the investment, 

Utile et al, (2018) conclude that interest rate has a negative and insignificant relationship with 

GDP. Also, Saymeh and Orabi (2013) observed that interest rate and inflation rates had a shock 

on economic growth rate.  

 

On the other hand, other group of studies investigated the relationship between interest rate, price 

level, money supply and economic growth or interest rate and other macroeconomic variables. 

This group includes studies carried out by Ahmad and Ali, (1999), Garcia, and Rigobon, (2004), 

Lenza, (2006), Benati, (2009), Oriavwote and Eshenake (2012), Thornton, (2014), Mahmoud 

(2015), Nguyen, (2015), Tafa, (2015), Diaz, Theodoulidis, and Dupouy, (2016), Kabuga and 

Yusuf, (2017) all these are group of studies for Nigeria who suggest control of demand for money 

supply and improved output and productivity in order to derive growth in Nigeria. Kabuga and 

Yusuf, (2017) for Nigeria, while Bhunia, (2016) for India found the most advantageous interest 

rate condition as the effective tool to promote economic growth. This means price level and 

inflation cannot be used to determine changes in the economy of the countries.  

With the above reviewed literatures, it is evidently that there are relatively scanty studies on the 

relationship between interest rate, price level, exchange rate and economic growth conducted in 

Nigeria. Therefore, this paper is aimed at building on the available studies by incorporating 

missing variables and to address some shortcomings on the previous literatures. For instance, 

Udoka and Roland (2012) study was conducted using ordinary least square multiple regression 

technique from the period of 1970 to 2010. Kabuga and Yusuf (2017) relied on frequency 

quarterly data from 1986 to 2016. The underlying interest of this study is to provide the necessary 

vectors that will examine the relationship between interest rate, price level, exchange rate and 

economic growth in Nigeria using Engle- Granger VECM causality model. 

 

Methodology 

The paper adopts quarterly time series data within a period spanning from 1988q1 to 2018q2. The 

objective is to assess the relationship between interest rate, piece level, exchange rate and 

economic growth in Nigeria. The source of data was from World Bank Development Indicators 

(WDI) and CBN Statistical Bulletin.  

 

Model Specification 

The model of this study is meant to assess the relationship between interest rate, price level, 

exchange rate and economic growth in Nigeria, the model formulated is specified as: 

LGDP = f(LINTR. LPRL, EXCH)     (1) 

Where;  

LGDP = log of real GDP (proxy for aggregate output and economic growth) 

INTR = Real interest rate  

LPRL = log of Consumer price index (proxy for Price level). 

LEXCH = log of real exchange rate 
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Unit Root Test 

The study introduces a unit root test by adopting the famous Augmented Dickey Fuller (ADF) 

and Phillip Peron models. The test usually uses the null hypothesis of non-stationarity of the time 

series. The general forms of this test are stated below: 

t

i

titit vytY ++++= 
=

−−




1

110
       (2) 

yt = a0+ a1t+ a1yt-1+ dt               (3) 

 

In this case implies parameters of the model, tv is assumed to be a white noise, ty  and denotes 

lag differences of the variable of interest with p lag. The following hypotheses are also 

considered to test the stationarity of the variables.  

]01[),(: 11 =−=  wherehypothesisNullHo  

)(0: 1 hypothesiseAlternativHa   

The purpose of employing this test is to determine the stationarity of the series. Once the data is 

stationary, or it has been confirmed to be non-stationary and normalized by taking first difference, 

then justification to proceed to test for the existence of co-integration between non-stationary 

variables is confirmed. 

 

Co-integration Technique 

The paper also uses Johansen`s (1988) cointegration approach in order to confirm long run 

relationship among the variables of interest. The technique applied if two series are integrated of 

the same order. This method of cointegration is based on maximum likelihood estimation of the 

vector error correction model (VECM), as given by the formula: 

ttpt1pt1p2t21t1t uxzzzzz +++++++= −+−−−−    (4) 

where zt is given as a vector of I(1) endogenous variables, zt = zt-zt-1, xt is vector of I(0) 

exogenous variables, and pand i  reflect (n n) matrices of parameters with i=-(I-A1-A2- -Ai), 

(i=1, ,k-1), and p=I-p1-p2- -pk. This specification offers information about the short-run and 

long-run adjustments to the changes in zt through the estimates of  and ̂  respectively. The 

term ktz −  also gives information about the long-run equilibrium relationship between the 

variables in zt. Information about the number of cointegrating relationships among the variables 

in zt is provided by the rank of the p-matrix: if p is of reduced rank, the model is subject to a unit 

root; and if 0<r<n, where r is the rank of p, p can be decomposed into two (n r) matrices a and 

b, such that p=ab' where b'zt is stationary. In this respect, a is the error correction term and 

measures the speed of adjustment in Dzt and b contains r distinct cointegrating vectors which 

forms the relationships between the non-stationary variables cointegrated. 

 

Results and Discussion 

The paper incorporates the analysis of the empirical estimation of the time series data by 

determining the level of stationarity and order of integration of the variables of interest. The results 

of ADF and PPtests as displayed in Table 1 indicate that each variable is integrated of order one 

at 1% significant level. 

 

ˆ  i
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Table 1: Unit-root test      
  

 
ADF test. 

   
PP test. 

 

Variables    level     1st Diff  Inference  level 1st Diff Inference 

LGDP  0.909 -2.138** I(1)  -0.829 -5.529*** I(1) 

INTR  0.424 -4.065*** I(1)  -0.104 -5.538*** I(1) 

CPI  0.178 -2.478** I(1)  -0.744 -2.272** I(1) 

EXCH 
 

0.842 -9.885*** I(1)  -0.373 -10.174*** I(1) 

Source: Extraction from estimation output using E-views 10. Note:* **and ** denotes show how at 1% 

and 5% level of significance respectively the null hypothesis is rejected. 

The result in Table 1 shows that all the variables are found not to be stationary at levels but 

stationary in their first difference at 1% level of significance meaning that the null hypothesis has 

been rejected which implies that the individual series have a unit root. In inferences, we therefore, 

accept that the series are integrated of order one (I(1)). This gives an avenue to proceed with the 

test for long run relationship between interest rate, price level, exchange rate and economic growth 

using Johansen cointegration test.  

 

Table 2: The Johansen Co-integration Test Results 

The cointegration test results are presented in Table 2. The result suggests there is long run 

relationship amongst interest rate, price level, exchange rate and economic growth in Nigeria as 

evident in the cointegration test using both trace statistic and the maximum eigenvalue which 

reported existence of at least one co-integrating equation at 5% level of significance. 

 

Table 2: Cointegration test results   

                     Null hypothesis Alternative Jtrace Jmax 

r=0 r<1 45.644** 35.231** 

  (0.013) (0.001) 

r=1 r<2 10.413 8.527 

  (0.826) (0.648) 

r=2 r<3 1.886 1.651 

  (0.959) (0.956) 

r=3 r<4 0.235 0.235 

    (0.686) (0.686) 

Note: P-values in parenthesis (). ** means 5% significance level. 

 

Based on the results in Table2, the null hypothesis of no cointegration can be rejected 

suggesting a possibility of co-movement between interest rate, price level, exchange rate and 

economic growth which also implies that, if a set of variables are cointegrated, the influence of 

a shock on one variable spreads to the other variables possibly with lags in time in order to 

effect a long run relationship between the variables of interest. 

 

Table 3: Long Run Vector Estimates result 
LGDP C INTR CPI LEXCH 

1.000000               -7.791 -0.087 

(0.020) 

[-4.33] 

0.007 

(0.001) 

[ 5.417] 

-0.056 

(0.048) 

[ -1.167] 

Source: Computed by the author using E-views. Version 10 (2018) 
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The result of the numerical values of the long run cointegration vectors in Table3 suggests 

that there is a negative relationship between interest rate (INTR) and economic growth 

(GDP). In other words, this implies that a1percent increase in interest rate would have a 

negative effect on economic growth by at least 0.08% in the long run. 

While with respect to consumer price index (CPI) which is a proxy to price level, the result 

suggests a positive relationship between price level and economic growth in Nigeria. This 

also means that, in the long run, as the price of commodities increases by at least 1%, the 

economic growth would be affected by 0.01% in the long run. 

The result also implies that real exchange rate (EXCH) is statistically insignificant having 

inverse relationship with economic growth in the long run meaning that, a one percent 

increase in the real exchange rate would lead to a change in economic growth by at least 

0.06%. 

However, the short run analysis aimed at examining how economic growth (GDP) responds 

to its own lagged value and the lagged value of interest rate, price level and exchange rate in 

the short run. This is obtained with the motive to determine whether the short run dynamics 

is influenced by the estimated long run equilibrium effects, otherwise the cointegration 

vectors. 

 

Table 4: Granger VECM Causality Result    

  Independent Variables     

Dependent 

variables 

x2 statistics of lagged 1st differenced term                      

[P-value] 

ECTt-1 Coefficient               (t-

ratio) 

ΔLGDP ΔINTR ΔCPI ΔLEXCH   

ΔLGDP   6.369** 0.443   0.918   -0.0005 

   [0.002] [0.506] [0.338]  (0.065) 

        

ΔINT  6.259**  5.349** 4.659**  -0.873*** 

  [0.012]  [0.021] [0.031]  (3.896) 

        

ΔCPI  1.066 0.018  0.111   0.5025 

  [0.302] [0.895]  [0.739]  (1.104) 

        

        

ΔLEXCH  0.128 2.407 0.165   0.0364 

  [0.720] [0.121] [0.685]   (0.716) 

                

Note: ***, **, * Statistical significance at the 1%, 5% & 10% levels, Source: computed by the author using E-views 10. 

 

From table 4, the result shows that in the short run, a unidirectional causality runs only from the 

interest rate (INTR) to the real gross domestic product (GDP) with the intertest rate having a 

positive coefficient and statistically significant at 5% level meaning that interest rate can cause 

GDP in Nigeria in the short run whereas consumer price index (CPI) and exchange rate (EXCH) 

do not have causality running from them to the real gross domestic product GDP in the short-run.  

 

The result also indicates that there is a short run causality running from real gross domestic 

product (GDP), consumer price index (CPI) and exchange rate (EXCH) to the interest rate (INTR). 
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This indicates that real gross domestic product, consumer price index and exchange rate were 

statistically significant at 5 percent level and positively related to interest rate in the short run.  

While on the contrary, the result in table 4 also shows no short run causality running from real 

gross domestic product (GDP), interest rate (INTR) and exchange rate (EXCH) to consumer price 

index (CPI). Also, the result indicates no causality running from real gross domestic product 

(GDP), interest rate (INTR), consumer price index (CPI) to exchange rate (EXCH) in the short 

run though all the variables have positive coefficients but are not statistically significant. 

 

While in the long run, the table 4 results also indicate that the coefficient of the error correction 

term is -0.05 and statistically significant values which imply that the speed of adjustment is 

approximately 5 percent per quarter. The negative sign and significant coefficient are indications 

that co-integrating relationship exists between the variables. The size of the coefficient on the 

error correction term (ECT) denotes that 0.05 percent of the disequilibrium caused previous year’s 

shock which converges back to the long run equilibrium in the current year. This means that the 

speed of adjustment from the short run to the long run equilibrium is 5 percent. 

 

Conclusion 

This study suggests that interest rate (INTR) can cause real gross domestic product (GDP) in 

Nigeria hence, a unidirectional causality runs only from the interest rate (INTR) to the real gross 

domestic product (GDP) in the short run while there is no causality movement from consumer 

price index (CPI) and exchange rate (EXCH) to the real gross domestic product GDP in the short-

run. But the result also indicates that there is a short run causality running from real gross domestic 

product (GDP), consumer price index (CPI) and exchange rate (EXCH) to the interest rate (INTR). 

Meaning that the real gross domestic product, consumer price index and exchange rate can cause 

interest rate in the short run hence, they have positive coefficients and were statistically significant 

at 5 percent related to the interest rate.  

 

On the contrary, the result suggests no short run causality running from real gross domestic 

product (GDP), interest rate (INTR) and exchange rate (EXCH) to consumer price index (CPI). 

The study also found that the real gross domestic product (GDP), interest rate (INTR) and 

consumer price index (CPI) cannot cause exchange rate (EXCH) in the short run meaning there 

is no causality running among them. 

 

In the long run, the result shows the coefficient of the error correction term having the required 

negative sign but statistically insignificant with the speed of adjustment from short run 

disequilibrium caused by the previous year’s shock to the long run equilibrium as approximately 

5 percent per quarter contrary to the findings of Njimanted (2009) with the adjustment speed at 

62.5%..  

 

The study therefore recommends that a robust monetary policy should be pursued that will 

encourage stability in both interest rate and exchange rate resulting also to price stability in both 

consumer goods for improved consumer welfare and as well as factor inputs to reduce the cost of 

production in the economy.    
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Abstract: This study attempts to analyze the relationship between economic growth, foreign direct 

investment and HDI in West African countries using GMM panel estimation technique covering 

the period from 1991-2015. The average data of non-overlapping three-year periods were taken. 

The result obtained reveals that there is a positive relationship between foreign direct 

investments, human development index and growth rate of per capita GDP for West African 

countries. GMM analysis showed that there is a positive relationship between these variables. 

The foreign investment variable has a significant impact on the growth rate of GDP per capita. It 

is therefore, suggested that it is very important for West African countries to create trade 

promotion and foreign investment-friendly policies. These policies will play a crucial role in the 

long-term economic growth of the sub-region. On the other hand, the negative sign indicated by 

the variable CREDIT indicates misappropriation of the foreign and or domestic debts. The 

governments of these countries are therefore advised to do much more to develop domestic 

economic activities and create a favorable environment in order for the private sector (both 

domestic and foreign) to thrive.  

 

Keywords: FDI, HDI, panel data, West Africa 

 

 

Introduction 

For a long time, development had been conceived as economic development and often related to 

the level and structure of income. Though economic growth, increasing trade and investment, 

technological advance - are very important, but development process tends to focus on more and 

more people rather than mere economic growth of any nation or state in all. Globally, the number 

of people in absolute poverty has been in decline for around 25 years, yet in Africa, generally, it 

is still increasing (World Bank, 2015). The challenge of income inequality and how poverty 

reduction in West Africa has a different order from that elsewhere and will require different 

strategies are obvious. While other low-income regions are growing rapidly, there major issue is 

how to diffuse the growth. In the middle-income regions redistribution could radically reduce 

absolute poverty. But in most of West African economies have been growing but its income level 
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is too low for redistribution to resolve poverty. Hence, Africa’s problem is to break out of an 

economic stagnation that has persisted for many decades. During the last decade (2000-2014) 

African growth has accelerated, although not sufficiently rapidly to prevent continuing 

divergence. This may mark a decisive turnaround in the region’s economic performance, but much 

of it is accounted for by the boom in the world prices of Africa’s commodity exports, by the 

scramble to extract its raw materials, and by, perhaps, the peace settlements enjoyed in some 

countries. Each of these is a fragile basis for sustained growth. Hence, Africa’s longer economic 

experience remains pertinent.  

 

West Africa’s growth failure has attracted competing explanations. During the 1980s the World 

Bank diagnosed the problem as inappropriate economic policies, Berg (1981) offering the first 

clear statement of this position. Bates (1981) was among the first to explain these dysfunctional 

policy choices in terms of the interests of powerful groups, notably the taxation of export 

agriculture. During the 1990s the limited response to reform induced a broader search for 

explanations (Collier and Gunning, 1999, 1999a). Another three further explanations have gained 

currency: institutions (Acemoglu, Lyroudia, & Vamvakidis, 2001), leadership (Jones & Olken, 

2005), and geography (Sachs, 2003). 

 

Foreign direct investment (FDI) is considered as a factor that can play an important role in an 

economy’s development efforts, including: supplementing domestic savings, employment 

generation and growth, integration into the global economy, transfer of modern technologies, 

enhancement of efficiency, development of local suppliers, and raising skills of local manpower 

(Anyawu, 2006; Dupasquier & Osakwe, 2003). In West African countries, in particular, besides 

being a critical source of long-term capital for investment in infrastructure and other 

developmental initiatives, FDI can be a catalyst for economic diversification, helping these 

economies move beyond overdependence on natural resources.  

 

FDI inflows vary across the region, while some countries recorded decline, very significant and 

dramatic increase were recorded in a number of countries in West Africa. Indeed, between 2007 

and 2013, FDI projects in West Africa grew at a compound annual growth rate (CAGR) of 27.7%, 

the strongest growth in the African continent. In 2013, West Africa surpassed North Africa in FDI 

projects for the first time, becoming the second most attractive sub-region in Africa. The West 

African sub-region, until the Ebola outbreak, has been characterized by rapid economic growth 

and an expanding consumer class, a while transforming more and more into a demand-driven 

economy. Together, the 16 member countries of the sub-region have a population in excess of 

300 million, thus presenting huge opportunity. West Africa’s known reserves of oil, gas, and 

minerals are enormous. And thanks to high global demand, Africa’s share of global production 

and export of these natural resources has been significant.  

 

Although the FDI effects on poverty have been identified, empirical research on the relationship 

between poverty, economic growth and FDI in West African countries has not been extensively 

conducted. Therefore, the objective of this study is to investigate the FDI inflow in West African 

countries and especially to analyze whether foreign direct investment has an effect on economic 

factors as GDP and human development index? We run multiple regression analysis using 

econometric model of panel regression. 

 

Literature Review 

The Concept of FDI 

A formal definition for FDI is investment “that reflects the objective of a resident entity in one 

economy obtaining a lasting interest in an enterprise resident in another economy” (IMF 1993). 
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The resident entity (foreign investor) owns an equity capital stake of at least 10% of the ordinary 

shares in an incorporated enterprise, or its equivalent for an unincorporated enterprise. This 

reflects a long-term relationship between the investor and the enterprise, and implies a significant 

degree of influence by the investor in enterprise management. In contrast, foreign portfolio 

investors possess an equity stake of less than 10% (UNCTAD, 2011). A direct investment 

enterprise can be a subsidiary (a non-resident investor owns more than 50%), associates (an 

investors owns 50% or less) and branches (wholly or jointly owned unincorporated enterprises) 

either directly or indirectly owned by the foreign investor. The influence by the foreign investor 

on the enterprise arises from firm specific ownership, monopolistic or oligopolistic, advantages 

that allow MNEs to outperform indigenous firms in international business and local markets 

(Kindleberger 1969; Caves 1971; Hymer 1976; Jensen 2006). Thus, FDI, in this study is more 

than a flow of financial capital but it also includes any economic assets such as managerial and 

technological know-how, which can aid productivity. 

 

Five different types of FDI have been identified by Chryssochoidis, Millar and Clegg (1997). The 

first type of FDI is made to gain access to specific factors of production, e.g. resources, technical 

knowledge, patent or brand names etc. owned by a company in the host country. If such factors 

of production are not available in the home economy of the foreign company, and are not easy to 

transfer, then the foreign firm must invest locally in order to secure access. 

 

The second type of FDI is developed by Vernon (1966) in his product cycle hypothesis. According 

to this model the company shall invest in order to gain access to cheaper factors of production, 

e.g. low cost labor. The government of the host country may encourage this type of FDI if it is 

pursuing an export oriented development strategy. Since it may provide some form of investment 

incentive to the foreign company, in form of subsidies, grants and tax concessions. If the 

government is using an import substitution policy instead, foreign companies may only be allowed 

to participate in the home economy if they possess technical or managerial know-how that is not 

available to domestic industry. Such know how may be transferred through licensing. It can also 

result in a joint venture with a local partner. 

 

The third type of FDI involves international competitors undertaking mutual investment in one 

another, e.g. through cross-shareholdings or through establishment of joint venture, in order to 

gain access to each other’s product ranges. As a result of increased competition among similar 

products and Research and Development-induced (R&D) specializations this type of FDI 

emerged. Both companies often find it difficult to compete in each other’s home market or in 

third-country markets for each other’s products. If none of the products gain the dominant 

advantage, the two companies can invest in each other’s area of knowledge and promote sub-

product specialization in production. 

 

The fourth type of FDI concerns the access to customers in the host country market. In this type 

of FDI there is no observed shift in comparative advantage either to or from the host country. 

Export from the company’s home base may be impossible, for example, certain services, or the 

capability to request immediate design modifications. The limited tradability of many services 

has been an important factor explaining the growth of FDI in these sectors. 

 

The fifth type of FDI relates to the trade divisionary aspect of regional integration. This type 

occurs when there are location advantages for foreign companies in their home country but the 

existence of tariffs or other barriers of trade prevent the companies from exporting to the host 

country. The foreign companies therefore jump the barriers by establishing a local presence within 

the host economy in order to gain access to the local market. The local manufacturing presence 
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need only be sufficient to circumvent the trade barriers, since the foreign company wants to 

maintain as much of the value-added in its home economy. 

 

 

Growth and Poverty Nexus in West Africa  

Simultaneously observing poverty reduction rate and growth rate per capita income, the 

relationship between growth and poverty can be properly examined. Between 2004 and 2015, 

Nigeria recorded the highest growth rate but could not provide a significant increase in the rate of 

poverty reduction. Its growth elasticity of poverty is relatively low compared to other countries.  

Even despite the fact that Burkina Faso grew faster than Benin with a growth rate of 3.12%, its 

growth elasticity of poverty is much lower (-0.22%) than that of Benin’s (-0.26%). One of the 

conclusions arrived at was that a positive relationship exists between growth rate and poverty 

reduction. With this result, the emerging consensus is that, in order to initiate a reduction in 

poverty, economic growth is of major importance (Osmani, 2004). One of the results from the 

same study was that, despite high growth rates, the rate of poverty reduction is inadequate. The 

effect of growth on poverty reduction is seen through structural changes and this structural change 

will depend on the effect of employment on wages. When considering the fact that, the effect of 

high growth on poverty reduction is insufficient; the need to redress the imbalances in income 

distribution emerges.  

 

According to other sub-regions in the African continent, West Africa prides itself as the fastest 

growing. Nigeria is the continents second largest economy. From the period of 2001-2002, the 

West African region maintained a continual rapid growth. This period was characterized by 

relative political stability. A growth rate of 6.7% was recorded in 2013 with an estimation of it 

approaching a rise of 6.9% in 2014. In this region, mineral and oil fields continue to attract 

investment. In particular, Burkina Faso, Ghana, Guinea, Liberia, Niger, Nigeria and Sierra Leone 

happens to be the most important center of attraction for investments (The Guardian, 2014). 

However, the main source of growth  in Nigeria other than oil include, agriculture, trade, 

information and communication technologies and other services have been realized. The 

petroleum sector accounts for 37% of GDP and government revenue constitutes about half of this 

value.  

 

However, the petroleum sector is worsening due to theft, pipeline vandalism and low investment. 

In Ghana, oil and gas production maintains an increasing trend. This situation has led to an 

increase in private and public investment. In West Africa, determining whether or not the 

economic growth will be sustained depends on the ease of internal and external risks. Internal 

risks in the region include; weak institutional capacity, infrastructure deficit, political uncertainty 

and high poverty rate while external risks include global economic slowdown of the continent and 

this can result into a situation of volatility in the demand and prices of goods and also uncertainty 

in capital flows (AER, 2013:39).  

 

Empirical Literature 

Considering the fact that foreign direct investment has been used as a supplement of capital 

accumulation, its impact on economic growth and poverty reduction has received extensive 

investigation. The empirical studies on FDI have focused not only on its use as capital 

supplements on economic growth, but also on its importance on poverty reduction. To this end, a 

number of empirical cross-country studies and country-case studies have been examined and are 

briefly reviewed.  
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In an empirical study of 10 emerging countries in Europe before they joined the European Union, 

Varamini and Kalash (2010) provide mixed results on the causality relationship between FDI and 

economic growth. Their empirical findings reveal both uni-directional and bi-directional 

relationship between FDI and growth on the one hand and, openness and FDI on the other hand 

Malik (2010), cited by Ozekhome, (2017), examines the effectiveness of foreign aid and FDI for 

economic growth in the six poorest and highly aid dependent African countries, namely the 

Central African Republic, Malawi, Mali, Niger, Sierra Leone and Togo. Using panel cointegration 

analysis, the empirical results reveal a long run relationship between per-capita real GDP, aid as 

a percentage of GDP, investment as a percentage of GDP and openness. However, the long run 

effect of aid on growth was found to be negative for most of these countries. He recommended 

sound macroeconomic policy environment, institutional framework and cautious restraint to 

enable African countries maximize the benefits of aid.  

 

Tiwari (2011) examines the effectiveness of foreign aid, foreign direct investment, and economic 

freedom for selected 28 Asian countries in a panel framework. The model includes foreign aid, 

foreign direct investment, economic freedom, labour force, and capital stock. The estimation 

procedure was carried out on pooled annual time series data for the period 1998-2007. Employing 

static and dynamic panel data techniques and GMM-type estimator proposed by Arellano and  

Eregha, Sede and Ibidapo (2012) investigate the nexus between aid and investment cum growth 

link in a regionally based study specifically the ECOWAS region. The Pooled Panel regression 

method is adopted for the study. The empirical findings reveal a negative and significant effect of 

aid on growth in the region. The study recommends that aid should not be seen as a medium to 

buy growth in these countries but other instrumentalists that undermine growth in these countries 

should be addressed with increase in the inflow of quality aid to assist these countries.  

 

Adamu, et al. (2012), examine the impact of trade openness and foreign direct investment on 

countries of the West African Monetary Zone. Employing the Instrumental Variable (IV) Two 

Stage Least Squares (2SLS) technique, the empirical results reveal that trade openness; domestic 

investment, foreign direct investment, human capital development and lag of economic growth 

are the principal drivers of economic growth in the region. Against this backdrop, the authors 

recommend policies that will encourage domestic openness to trade and foreign direct investment 

in the region, as well as sound and stable macroeconomic policies in order to drive economic 

growth in the region.  

 

Alege and Ogundipe (2013) investigate the relationship between foreign direct investment and 

growth in ECOWAS using the System-GMM panel estimation technique covering the period 

1970-2011.The study adopted System-GMM in order to overcome the problem of endogeneity 

inherent in the FDI-Growth argument. The study likewise interacted human capital and 

institutions indicators with other variables to explain the variability of FDI. The results appear 

contrary to earlier studies, as the contribution of FDI was insignificant and impacts negatively on 

growth in ECOWAS, despite controlling for the role of human capital and quality of institutions 

in the model. These findings according to the authors might not be unconnected with the fact that 

FDI inflow into ECOWAS is absolutely resource-seeking. Following these results, the authors 

recommend that policy makers in developing Africa need to exercise cautions in adopting 

domestic openness. Particularly excessive openness in the extractive industries, but to encourage 

more manufacturing FDI and domestic investment of repatriated capital by ensuring more 

economic stability and raising domestic interest rate.  

 

Fiodendji and Evlo (2013) investigate the threshold effects in the Foreign aid-economic growth 

nexus in the context of the role of institutional quality and macroeconomic policy environment. 
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The empirical analysis is based on a panel data set including 13 ECOWAS countries during the 

period from 1984 to 2010. Using a modified panel threshold model, the evidence strongly supports 

the view that the relationship between aid and economic growth is nonlinear with a unique 

threshold of 0.206. The findings reveal that a stable macroeconomic environment and better 

institutional quality are sine qua non for the effective contribution of aid to sustainable growth in 

ECOWAS countries as bad institutional quality may have detrimental effects on economic 

growth. The empirical findings also found institutional quality to be an important determinant or 

channel through which aid affects economic growth. The study successfully identified the 

desirability to keep the combination of macroeconomic policy environment and institutional 

quality above their thresholds respectively, as the condition under which aid has a positive impact 

on economic growth. The resultant effect will be important for the policymakers and international 

financial institutions, which increasingly favour conditionality and selectivity in the allocation of 

aid resources. The major policy implication of the findings according to the authors is not that 

foreign aid should be reduced but rather a call for rethinking of strategies for international 

assistance and redesigning existing aid programs. Some studies have found that good fiscal, 

monetary and trade policies as well as right institutional framework are a necessary condition for 

effectiveness in the foreign aid-growth nexus (Ekanayake and Chatrna, 2012; Fiodenji and Evlo, 

2013). Investigating the impact of FDI on poverty reduction in ASEAN, Uttama (2015) found that 

FDI is conducive to poverty reduction and the effect of different variables varies in both individual 

and spatial aspects.  

 

Estimating the relationship and impact of FDI on growth in the Eurozone countries over the period 

from 2002 to 2012, using the Fully Modified Ordinary Least Squares (FMOLS) and Dynamic 

Ordinary Least Squares (DOLS) methods, Pegkas (2015) revealed a positive long-run co-

integrating relationship between FDI stock and economic growth. Furthermore, FDI positively 

affected economic growth in the Eurozone. Using a panel smooth regression model on a large 

sample of developing countries, Jude and Levieuge (2016), cited by Yeboua, K. (2019) examined 

a conditional relationship between institutional quality, FDI, and growth. Their results indicated 

that FDI had a positive effect on growth only beyond a certain threshold level of institutional 

quality, and the institutional reforms promoted economic development and worked as a stimulus. 

Ozekhome (2016) investigates the impact of trade openness and investment on economic growth 

in the ECOWAS region, using dynamic panel data methodology for the period 2000-2013. 

Employing the Generalized Method of Moments (GMM) estimation technique, the empirical 

results reveal that trade openness; foreign direct investment, real gross domestic capital formation, 

human capital and lagged real GDP (a measure of previous market size) are the principal drivers 

of economic growth in ECOWAS countries. The impact of inflation (a proxy for macroeconomic 

policy environment) is found to have negative and significant effect on growth. Industrial output, 

on the other hand, is found to be positively related to growth in ECOWAS countries but its effect 

is rather weak, perceivably due to the low level of industrialization in the region. Against this 

backdrop, the author recommends open trade and investment-enhancing policies, sound 

macroeconomic policies, institutional structures, and policy coordination and harmonization, for 

the region’s rapid economic growth.  

 

Ahmad et al. (2018) found the bidirectional causal link between FDI and economic growth for 

ASEAN countries. Investigating the role of market integration on bilateral FDI inflows for 

Organization for Economic Cooperation and Development (OECD) countries, Barrel and Nahhas 

(2018) suggested that a single market, trade agreements, and distance affected the bilateral FDI 

among countries in a region. Ahmad, et al. (2019), examine the impact of FDI inflows on poverty 

reduction in the ASEAN and SAARC economies and found that FDI has a greater impact on 

welfare in SAARC countries than in ASEAN countries. Their results hold true for both HDI and 
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real gross domestic product (GDP), and are shown to be robust using both panel and pool model 

specifications. 

 

From the fairly large volume of literature, it appears that the findings of empirical studies on the 

effects of foreign direct investment on growth are rather mixed and non-conclusive for the 

developing countries. In particular, no regional study in the ECOWAS sub-region has considered 

the effect of absorptive capacity constraints on the foreign capital-growth nexus, hence warranting 

further empirical investigations.  

 

Methodology 

In this study, panel data consisting of 16 cross-sections and each cross-section covers a time period 

of 26 years from 1991 to 2017 is used to analyze the relation between economic growth and FDI. 

The World Bank’s African Development Indicators (2017), the Human Development Report of 

the UNDP (2017), the United Nations Conference on Trade and Development and the Freedom 

House (2017) are the main data sources for this research to perform panel regression analyses.  

The Human Development Index from1991 to 2017 and the data on overall FDI inflow into the 

West African countries are available in quarterly based from 1991 to 2017. All these data of 

dynamic statistics are available publicly and can be classified as secondary data. Gross Domestic 

Product and Foreign Direct Investment are used in billion dollars. Both data were available on the 

web page of World Bank Data in dollar amount that there was no need to convert it. 

 

The last indicator human development index was absorbed from the Human Development Index 

worldwide (www.hdr.undp.org) webpage. Index is the composite index measuring average 

achievement in three basic dimensions of human development index: Knowledge, life expectancy 

and standard of living. The maximum index is 1.  

The Generalized-Method-of-Moments (GMM) estimators developed for dynamic panel data that 

were introduced by Holtz-Eakin, Newey, and Rosen (1990), Arellano and Bond (1991), and 

Arellano and Bover (1995) was employed as techniques for data estimation analysis. The panel 

consists of data for a maximum of 16 countries over the period 1991-2015. The average data over 

non-overlapping, three-year periods was taken, so that data permitting there are nine observations 

per country (1991-93; 1994-96; etc.). This technique addresses the triple-problem of endogeneity 

of the regressors, the measurement error and omitted variables. 

 

Model Specification 

This study draws its empirical model in the spirit of Romer (1990) using the endogenous growth 

in a panel framework and thus postulate that the relationship between economic growth, poverty 

and FDI is an implicit function of the form: 

titititititi PORLCREDITHDIFDIGDPRGDP ,,4,3,2,10,  +++++= ………… 1 

Where RGDP is real GDP rate or rate of growth of real GDP (a measure of economic growth in 

the countries), FDI is foreign direct investment to GDP ratio. HDI is used here to proxy poverty 

reduction. HDI is one of the best available measures of a country’s human development. It is a 

summary measure of human development that measures average achievements in a country in 

three basic core areas of human development. According to the UNDP (2002), these core areas 

are; 

i. A long and healthy life as measured by life expectancy at birth;  

ii. Knowledge as measured by the adult literacy rate (with two thirds weight) and the 

combined primary, secondary and tertiary gross enrolment ratio (with one-third weight); 

and  

iii. Decent standard of living as measured by the GDP per capita (PPP US$).  
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For each of the three core areas, the UNDP calculates an index. The performance in each of the 

core indicators is expressed as a value between zero and one, zero being the lowest and one being 

the highest. The index for each of the three core areas is then calculated as a simple average of 

the indicator indices in that core area. 

 

Presentation and Discussion of Result 

 

Table 1: Descriptive Statistics of Variable 

Variable Obs Mean Std. Dev Min Max 

RGDP 96 706.72 627.33 106.32 3496.03 

FDIGDP 96 4.32 6.52 -5.68 45.79 

HDI 96 0.42 0.08 0.22 0.65 

CREDIT 96 35.24 62.21 2.63 564.20 

PORL 96 3.32 0.55 1.60 4.50 

 

Table 1 reports the summary statistics for the variables used in the empirical model. It reports the 

mean, standard deviation, minimum and maximum values for the variables for all the countries of 

ECOWAS. 

The mean value of RGDP per capita income is calculated as US$706.72 for all ECOWAS 

countries; this figure differs from what is obtainable in some ECOWAS countries. The region is 

made of some countries with higher GDP per capita of above US$1000 such as Cape Verde, some 

around US$500 such as Cote d’Ivoire, Gambia while others have barely above US$200. The mean 

of other variables can be analyzed in the same manner; the foreign direct investment as per of 

GDP is quite minimal in ECOWAS, largely due to a marginal inflow of Foreign investment into 

ECOWAS region. 

 

Table 2: Estimation of Results of GMM 

 Coefficient Std. Error z-value P-value| 

L1. LRGDP 0.193*** 0.041 4.750 0.000 

FDIGDP 0.013*** 0.002 6.120 0.000 

HDI 6.764*** 0.482 14.040 0.000 

CREDIT -0.002*** 0.000 -12.020 0.000 

PORL 0.049 0.033 1.490 0.137 

_CONS 2.115*** 0.164 12.920 0.000 

Source: researchers’ computation using STATA 14 (2017) 

 

The result of the estimation of GMM which shows the relationship between economic growth, 

FDI and human development index (HDI) which is used as poverty reduction proxy is presented 

in table 2. All the variables presented positive and significant relationship with the GDP per capita 

with the exception of credit. The indicator of credit exerts a negative variation on GDP per capita. 

This implies that foreign debt failed to contribute meaningfully to ECOWAS economies. The 

Table also presents the Arellano-Bond test for zero autocorrelation in first-differenced errors. The 

test indicates that the disturbances are uncorrelated. In the estimations, all of the variables 

(FDIGDP, HDI, CREDIT and PORL) are separately analyzed to avoid multi collinearity problems 

and the Sargan test of over identifying restrictions was carried out and result shows that over 

identifying restrictions are valid. 

 

The variable PORL which is used as the measure of government effectiveness is positively 

correlated with growth, suggesting that supportive and less distortionary government policies are 
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important motivators of growth. The statistically significant positive coefficients of lagged values 

of RGDP show that growth is influenced from the previous year's level and rate of growth. This 

finding is also consistent with the studies of Milesi-Ferretti and Tille (2011), Forbes and Warnock 

(2012), and Ghosh et al. (2014). 

 

Recommendation and Conclusion 

The paper attempts at investigating the relationship between economic growth, foreign direct 

investment and HDI in West African countries for the period of 1991-2015 using the generalized 

method of moment’s technique of estimation. 

The choice of the estimation technique was adopted to overcome the weaknesses in the empirical 

works of earlier studies, as majority of the earlier studies failed to control for the presumed bi-

directional relationship between economic growth and FDI inflows. According to endogenous 

growth theory, GDP and FDI can be endogenous in the specified model above; this implies that 

FDI stimulates growth and more growth also encourages more FDI. Therefore, there is a positive 

feedback nature of relationship between growth and FDI or what is generally referred to as the 

problem of endogeneity. 

 

The result reveals that there is a relationship between foreign direct investments, human 

development index and growth rate of per capita GDP for West African countries. GMM analysis 

showed that there is a positive relationship between these variables. The foreign investment 

variable has a significant impact on the growth rate of GDP per capita. To check the collinearity 

and over identification problems, few post-estimation diagnostic tests were conducted, and found 

that the residuals of the regressions have normal distribution and do not show any multi-

collinearity. 

 

Since a positive relationship exists from the GMM model, it is suggested that it is very important 

for West African countries to create trade promotion and foreign investment-friendly policies. 

These policies will play a crucial role in the long-term economic growth of the sub-region. The 

living standard of the people (which is indicated by the HDI) depends on trade and foreign 

investment. 

 

The negative sign indicated by the variable CREDIT could be a result of the huge foreign and 

domestic debt which attracts heavy periodic debt servicing and which has adverse effect on 

growth. Most of these borrowed funds have not been properly put into use. The governments of 

these countries are therefore advised to do much more to develop domestic economic activities 

and create a favorable environment so the private sector (both domestic and foreign) can then 

come forward.  

 

On the relationship between HDI and RGDP, the result also reveals positive and significant 

relationship. This is an indicator that a healthy and educated population contributes positively 

towards economic growth and also increase in the RGDP may lead to improvements in people’s 

welfare. Given the abundance of comparatively cheap labor available in these countries, West 

African countries should exploit it to the fullest extent possible to sustain the economic growth.  
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Abstract: This study employs the ARDL bound testing technique to empirically investigate the 

impact of prudent macroeconomic management on poverty reduction in Nigeria from 1980 to 

2017. Empirical results indicate the existence of co-integrating (long-run) relationship between 

poverty and macro-economic variables (economic growth, inflation rate, exchange rate, 

employment rate, Balance of Payments, loan and credit, lending interest rate, agricultural 

sector’s growth, and democracy). In addition, the results demonstrate that in the short-run, the 

past value of poverty rate, economic growth, exchange rate, Balance of Payments, and lending 

interest rate have a significant negative impact on poverty, while employment rate impact poverty 

positively in the short-run. Therefore, recommended the policy makers should put in place police 

programmes that will increase the growth of Nigerian economy by increasing effective loan and 

credit, employment and jobs, Balance of Payments surplus, agricultural growth, and democracy 

while reducing and stabilizing the general price level, exchange rate, and lending interest rate. 
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Introduction 

Linking macroeconomic and financial sector policies to poverty reduction is a difficult and 

challenging task from the policy perspective (Mallick, 2008). However, this is not about the 

probability of the macroeconomic sectors’ (fiscal/public sector, monetary/financial sector, real 

sector and external sector) growth being either good or bad for the poor (poverty 

alleviation/reduction), but the sufficiency of the growth coupled with the relevancy of the 

developmental policies in place. In essence, though growth in the macroeconomic sector can aid 

in combating poverty (Roemer &Gugerty, 1997; Alie, 2015), however, macroeconomic policies 

such as contractions in public expenditure, revenue-raising measures, exchange rate realignments 

and more restrictive monetary policy, which are usually designed to create the conditions for 

stability with growth, tend to have negative consequences on poor households (Mallick, 2008), as 

against the expansionary public and monetary policies which tend to have direct and positive 

impact on the poor, at the expense of macroeconomic growth. 
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Though the Nigerian macroeconomic sphere has experienced nothing close to prudent 

macroeconomic management within the last 30 years, as macroeconomic instability, financial 

system distress, political uncertainty, unemployment, insecurity, poverty, mismanagement of 

natural resources, among other issues (Ugoani, 2017) are largely significant at some point in time. 

But prior to 2015, with 7.15 percent average economic growth rate recorded between the years 

2000 to 2014 (World Development Indicators, 2018), which was among the highest rates in the 

world, thus placing Nigeria among the fastest growing economies in the world, coupled with the 

presence of mild inflation rates, high employment rate, matched government expenditure with 

revenue, low external and internal debt burden, moderate and stable exchange rate and surplus 

Balance of Payments (WDI, 2018; Central Bank of Nigeria, 2017), the macroeconomic sector can 

be said to be relatively stable and growing. Unfortunately, despite the fact that the Nigerian 

economy is paradoxically growing within this period, the proportion of Nigerians living in poverty 

is still on the increase every year (National Bureau of Statistics, 2012).  

 

For instance, in 2010 poverty incidence rose from 54.4% in 2004 (equivalent to 67.1 million out 

of 102.3 million Nigerians in poverty) to 69%, indicating the incidence of poverty among 112.47 

million Nigerians out of the 163 million estimated population, in which 38.7% are in extreme 

poverty, and 30.3% in moderate poverty (NBS, 2012). Similarly, 8 years down the line, this trend 

is still very much in place, as the incidence of poverty in Nigeria has continued to rise quickly, 

even though the Millennium Development Goals (MDGs)’s target to reduce extreme poverty by 

half was reached by 2010 on a global scale, as the global poverty rate dropped to 22% (Sakanko 

and David, 2019). With 53.7% (equivalent to 103.85 million) incidence of relative poverty 

(Thisday, 2018) (indicating the presence of extreme poverty among 91.16 million Nigerians) and 

47.14% incidence of extreme poverty among Nigeria’s 193.39 million estimated population in 

2018 (Vanguard, 2019; Kazeem, 2018), it is obvious that more people have slipped into poverty 

within the past few years, even as average of six people fall into poverty every minute (Vanguard, 

2018).  

 

The upsurge in poverty during this period in Nigeria which may not be unconnected with the 

economic downturn experienced in 2015 and ensuing years, which witnessed a negative growth 

rate, in addition to the double-digit growth in inflation, unmatched public expenditure to revenue, 

exchange rate fluctuation, increased debt burden, deficits in Balance of Payments (BoP), alarming 

increase in unemployment rate (WDI, 2018 and CBN, 2017), the terrorist and criminal activities 

of Boko Haram, Fulani herdsmen, kidnappers, armed bandits and militants in parts of the country, 

among others have unfortunately accorded Nigeria the title of the “world poverty capital”, due to 

the incidence of extreme poverty among 91.16 million Nigerians in 2018 (Vanguard, 2019; 

Kazeem, 2018), ahead of India’s 73 million (Vanguard, 2018).  

 

From the foregoing, given the level of poverty and abysmal growth and performance of the 

Nigerian macro-economy, even with the presence of diverse natural and human resources, 

coupled with massive wealth and a huge population to support commerce, which can easily be 

harnessed to attain a sustainable growth and development, the continuous presence of poverty in 

the country which aided the positioning of the country as the “capital of poverty” is however 

unacceptable. It is therefore imperative to devise prudent and proper macroeconomic management 

policies that will reduce/alleviate poverty, in addition to growth in the macroeconomic sector. The 

role of prudent macroeconomic management in this circumstance would be in the form of attempts 

to exploit opportunities to ensure the efficient allocation and utilization of natural resources so as 

to reduce poverty and pave the way for desirable sustainable development (Ugoani, 2017). 

On this background, this paper therefore intends to examine the impact of prudent macroeconomic 

management on poverty reduction. The remainder of this paper is organized as follows. Section 
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two includes a review of literatures regarding macroeconomic management and poverty 

reduction, and section three describes the method and data. Section four provides the results and 

discussion, and section five concludes the paper. 

 

 

Literature Review 

On one hand, the reduction or alleviation of poverty, a multidimensional phenomenon, which 

encompasses dimensions such as the lack of empowerment, opportunity and security (Sakanko 

and David, 2019), which manifest through lack of income and productive resources sufficient to 

ensure sustainable livelihood, hunger and malnutrition, ill health, limited or lack of access to 

education and other basic services, increased morbidity and mortality from illness, homelessness 

and inadequate, unsafe and degraded environment and social discrimination and exclusion (Alie, 

2015), is a set of measures, both economic and humanitarian, that are intended to permanently lift 

people out of poverty, or improve their living conditions. Poverty reduction is also about 

improving human well-being (the life people live, what they can do or cannot do) in particular 

that of the poor people (Kakwani & Pernia, 2000 cited in Osinubi & Gafaar, 2005). On the other 

hand, prudent macroeconomic management entails the proper, conscious and pragmatic 

management of the macroeconomic sector (fiscal/public, real, monetary/financial, and external 

sectors), through clear-cut macroeconomic policies which tend to induce superb growth in the 

economy, coupled with decline in the general price level, unemployment, and debt burden, in 

addition to stability in exchange rate, surpluses in the Balance of Payments (BoP) and equitable 

distribution of income. Prudent macroeconomic management, which will birth sound fiscal and 

monetary policies tend to help in attracting foreign saving and creating a conducive climate for 

private investment and economic growth. In essence, policymakers need to redress the problems 

of domestic and external financial imbalances by designing and implementing an appropriate mix 

of policies for achieving higher growth, lower price uncertainty, reduced external imbalances, and 

other macroeconomic vulnerabilities (Basyal, 2004). 

 

In reducing poverty through prudent macroeconomic management, emphasizes need to be made 

on stable macroeconomic policies and economic growth (Alie, 2015). Prudent macroeconomic 

management depends on macroeconomic stability without which both domestic and foreign 

investors will stay away and resources will be diverted elsewhere at the detriment of sustainable 

growth and development (Ugoani, 2017). However, a sound macroeconomic policy that 

encourages private investment (Ugoani, 2017), as well create hospitable climate for private 

investment and thus promote productivity (Alie, 2015) is significantly necessary for poverty 

reduction activities in the long-run. 

 

Macroeconomic stability which is positively correlated with growth, investment and productivity 

is the cornerstone of successful efforts of poverty reduction, even as economic instability, though 

difficult to ascertain or prove the direction of causation, is empirically associated with poor growth 

performance, and by extension, development (Klugman, 2002 cited in Ugoani, 2017). Though 

macroeconomic stability usually exists when the key economic relationships are in balance, 

increased and efficient public spending in education, healthcare, employment generation, among 

others also opens the windows for effective poverty reduction (Ugoani, 2017), while other aspects 

of macroeconomic instability like inflation brings a heavy burden of which is typically borne 

disproportionately by those in lower income ladder. Hence the need for a reformed and efficient 

public spending which will enables poverty reduction and address infrastructural bottleneck 

(Ugoani, 2017). 
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Nevertheless, considering the obvious depth and persistence of poverty, the ability of 

macroeconomic growth and stability has created doubts about its ability to reduce poverty. This 

is because, stabilization and structural adjustment measures that are prescribed to promote growth 

are widely perceived to deepen poverty, particularly in the short run, casting further doubt on the 

wisdom of attacking poverty through faster growth (Roemer & Gugerty, 1997). However, growth 

which induce increased employment, improvement in opportunities for productive activities 

among the poor (labour-intensive strategy) and increased productivity through wage 

improvement, tend to be generally effective in reducing poverty, and under most circumstance the 

poor segments of the society will see an improvement in their living condition (Edwards, 1995 

cited in Alie, 2015).  

 

Empirically, in assessing the impact of prudent macroeconomic management on poverty 

reduction, it is obvious that research in this area have been relatively scanty, albeit, the variants 

to this area are numerous and accessible. For instance, Mallick (2008) used 54 years annual data 

obtained from India’s National Sample Survey (NSS), spanning from 1950 to 2004, to examine 

the relationship between macroeconomic policies and poverty reduction. Employing the Phillips-

Hansen FM-OLS co-integration procedure, the results indicate that sectorial GDP ratio, per capita 

income, higher fiscal spending and credit allocation to the rural sector have a significant negative 

impact on poverty, while the relative price (inflation) of agriculture increases poverty by eroding 

the purchasing power of the poor. Similarly, Fahad and Rehmat (2014) employed Ordinary Least 

Square (OLS) estimation technique to investigate the impact of macroeconomic policies on 

poverty alleviation in Pakistan from 1994 – 2005. The result shows that economic growth, 

unemployment, inflation rate, per capita income and developmental expenditure influences 

poverty reduction (proxy by Gini Index/income inequality rate), while foreign remittances aid 

increase in poverty. Ghura, Leite and Tsangarides (2002) employed dynamic Generalised Method 

of Moments (GMM) panel estimator and Bayesian-type robustness technique to examine the 

influence of macroeconomic policies and economic growth on poverty reduction in 85 countries. 

The results however reveal that growth of the economy aid in raising the income of the poor, 

although by less-than-one, in addition to the effect of inflation, government size, educational 

achievement, and financial development in reducing poverty. Finally, Amjad and Kemal (1997) 

empirically investigated the impact of macroeconomic policies on poverty alleviation in Pakistan 

using time-series data for the periods 1963 – 1964 and 1992 – 1993. Using simple regression, the 

authors determined that while real per capita income, real remittance per capita, real remittance 

as a percentage of GNP, real wage, and subsidy per capita induces the reduction of poverty in 

Pakistan, the percentage of the Pakistan population in labour force was observed to induce 

increase in poverty in the country. 

 

Evidently, most of the studies were either focusing on the impact or relationship of/between 

economic growth on/and poverty reduction (see Roemer & Gugerty, 1997; Alie, 2015; Lord, 

2001; Osinubi & Gafaar, 2005), with only few examining the impact of macroeconomic policies 

on poverty reduction (see Mallik, 2005; Fahad & Rehmat, 2014; Ghura, et al., 2002; Amjad & 

Kemal, 1997; Ugoani, 2017). Nevertheless, the few accessible studies either exclude key 

macroeconomic variables (see Ugoani, 2017; Ghura, et al., 2002; Amjad & Kemal, 1997; Mallik, 

2005; Fahad & Rehmat, 2014), used insufficient data (see Fahad & Rehmat, 2014), employed 

inappropriate estimation techniques (see Ugoani, 2017; Fahad & Rehmat, 2014; Amjad & Kemal, 

1997), ignored the test for the stationarity of data used and the negligence of important post-

estimation diagnostics such as the test for autocorrelation, heteroscedasticity, stability, normality, 

etc. (see Amjad & Kemal, 1997; Fahad & Rehmat, 2014; Ghura, et al., 2002), among others, 

which would have aided in ascertaining the plausibility of the model estimated. From the 

foregoing, this study will thus fill the research gaps, by explicitly examining the effect of prudent 
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macroeconomic management on poverty reduction, in addition to employing appropriate 

estimation technique(s), performing required pre-estimation (test of stationary of data entering the 

model) and post-estimation test/diagnostics, as well as extending the study scope from 1980 – 

2017. 

 

 

Methodology 

This study uses annual time series data from 1980 – 2017 to examine the impact of prudent 

macroeconomic management on poverty reduction in Nigeria. Data for Poverty (measured by 

headcount ratio at $1.90 a day as percentage of the population) were sourced from the Nigeria 

National Bureau of Statistics (NBS), while data for economic growth (measured by annual 

percentage growth rate of GDP at market prices based on constant local currency), inflation rate 

(measured by Consumer Price Index), Employment rate similarly (measured by Employment to 

population ratio), exchange rate (measured by official nominal Dollar to Naira exchange rate), 

agricultural sector’s growth (measured by value added of Agriculture, forestry, and fishing, as a 

percentage of GDP) and lending interest rate (measured by annual bank’s lending interest rate in 

%) were collected from World Bank’s World Development Indicators (WDI). Furthermore, while 

data for Balance of Payments (measured by annual change in Nigeria’s external reserve) and loan 

(measured by total sectorial distribution of Loans and Advances from Commercial Banks) were 

sourced from the Central Bank of Nigeria (CBN) Statistical Bulletin, data from democracy 

(captured by the use of dummy taking the values 1 during the period of civil rule, and 0 when 

otherwise) is sourced from Wikipedia. 

 

To empirically ascertain the impact of prudent macroeconomic management on poverty reduction 

in Nigeria, a functional relationship between poverty and macroeconomic management is 

specified as; 

 

𝑃𝑂𝑉 = 𝑓(𝑃𝑀𝑀𝑔𝑡)          [1] 

 

Where; 𝑃𝑂𝑉denotes poverty and 𝑃𝑀𝑀𝑔𝑡 is prudent macroeconomic management. From 

literature, prudent macroeconomic management entails the proper and conscious management of 

the real sector, monetary/financial sectors, fiscal/public sector and external sectors, in other to 

achieve macroeconomic objectives of higher economic growth rates, moderate and sustainable 

inflation rates, full employment without inflation, stable and equilibrium exchange rate and 

surplus in the Balance of Payments account. In addition, prudent macroeconomic management 

will also entail the increased participation of private entities in economic activities with the 

provision of credit and loans to the private sector at a reasonable rate, coupled with the 

advancement/development of the agricultural sector and nation’s democracy. In essence, 

incorporating these, the function relationship in Equation (1) can be re-written as; 

 

𝑃𝑂𝑉 = 𝑓(𝐸𝐶𝑂𝑔, 𝐼𝑁𝐹, 𝐸𝑀𝑃𝐿, 𝐸𝑋𝐶𝐻, 𝐵𝑜𝑃, 𝐿𝑂𝐴𝑁, 𝐿𝐼𝑁𝑇, 𝐴𝐺𝑅, 𝐷𝐸𝑀𝑂)         [2] 

 

Where; 𝐸𝐶𝑂𝑔 denotes economic growth;𝐼𝑁𝐹 is inflation rate;𝐸𝑀𝑃𝐿signifies Employment rates; 

and𝐸𝑋𝐶𝐻, 𝐵𝑜𝑃, 𝐿𝑂𝐴𝑁, 𝐿𝐼𝑁𝑇, 𝐴𝐺𝑅 and 𝐷𝐸𝑀𝑂symbolize exchange rate, Balance of Payments 

(BoP), loan and advances to the private sector, lending interest rate, contribution of the 

agricultural sector to the GDP and democracy respectively. To empirically examine this functional 

relationship, a simple model will be developed as; 

 

𝑃𝑂𝑉 = 𝑎0 − 𝑏𝑖𝑃𝑀𝑀𝑔𝑡𝑡 + 𝜇𝑡              [3] 
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Where; identities 𝑎0, 𝑏𝑖 and 𝜇𝑡 denotes the intercept, slope coefficient and error term. To estimate 

this model, the Autoregressive Distributed Lagged (ARDL) bound testing technique for co-

integration will be employed. The choice of this model is guided by the numerous advantages 

which it has over other co-integration methods. The ARDL model to be estimated is specified as 

follows: 

∆𝑃𝑂𝑉𝑡 = 𝑎0 + 𝑏𝑖 ∑ ∆𝑃𝑀𝑀𝑔𝑡𝑛
𝑖=0 𝑡−𝑖

+ ∂0𝑃𝑂𝑉𝑡−1 + ∂𝑖𝑃𝑀𝑀𝑔𝑡𝑡−1 + 𝜇𝑡         [4] 

 

Where; ∆ is differentiation identity; 𝑃𝑂𝑉𝑡−1 is the lag of the dependent variables; and ∂0 − ∂𝑖are 

the coefficient of the lagged undifferentiated variables in the model, from which the f-statistics 

used to compare the critical values of the bound test are obtained. 

 

Results and Discussion 

 

Stationarity Test 

In employing the ARDL technique for co-integration (long-run relationship), it is required to 

check the stationarity of the series because series used in ARDL bound testing technique is 

expected to be integrated of order not more than one (i.e. I(0) or I(1)), thus the existence of a 

second order integration (i.e., I(2)) of any series (variable) in estimation invalidates the use of the 

ARDL technique, as it will produce a nonsensical results.  

 

For this purpose, the Augmented Dickey-Fuller (ADF) and Philips-Perron (PP) were employed to 

conduct the unit root test for the series entering the model. The tests compare the null hypothesis 

of as series “has a unit root” against the alternative hypothesis that the series “does not have a unit 

root”. The result presented in Table 1 shows that while both test are in conformity with the 

stationarity status of some series (ECOg, INF, EXCH, LOAN, LINT, AGR, DEMO), there was 

disagreement in others (EMPL and BOP). That is while ADF indicate that BOP is stationary at 

first difference, PP states otherwise. Similarly, while PP showed that EMPL is stationary at first 

difference, ADF showed otherwise. Overall, the series (ECOg, INF, EMPL, EXCH, BOP, LOAN, 

LINT, AGR, DEMO) are mixture of I(0) and I(1), that is, while ECOg and INF are stationary at 

levels (I(0)), others are stationary after first differencing (I(1)). This therefore validates the use of 

the ARDL bound testing technique to estimate the relationship between the variables. 

 
Table 1: Result of Unit Root Tests 

Variables ADF  P-P Order of Integration 

𝑃𝑂𝑉 -4.834638 -4.824487 I(1) 

𝐸𝐶𝑂𝑔 -3.333352 -2.947220 I(0) 

𝐼𝑁𝐹 -2.948076 -2.818217 I(0) 

𝐸𝑀𝑃𝐿 ∗ -16.78460** -6.806031* I(1) 

𝐸𝑋𝐶𝐻 -2.764492 -2.674056 I(1) 

𝐵𝑜𝑃 ∗ -6.201532* -4.181405** I(1) 

𝐿𝑂𝐴𝑁 -3.271848 -3.195747 I(1) 

𝐿𝐼𝑁𝑇 -5.318543 -6.849306 I(1) 

𝐴𝐺𝑅 -6.627912 -2.602722 I(1) 

𝐷𝐸𝑀𝑂 -5.916080 -5.916080 I(1) 

Note: * denotes variable with disagreement among tests 

Source: Authors’ computation Using E-views 10 

 

ARDL Bound Testing for Co-integration 

From the bound testing results presented in Table 2, it is shown that the computed f-statistics 

(10.23803) exceeds the upper bound (I(1)) at 1%, 5% and even 10% level. This therefore implies 

that, we can reject the null hypothesis of no co-integration (long-run relationship), and conclude 

that there exist a significant long-run relationship between poverty and macroeconomic variables 



Dutse International Journal of Social and Economics Research Vol. 2, No. 1 July 2019 

  

 

90 

 

included in the model (economic growth, inflation rate, employment, exchange rate, Balance of 

Payments (BoP), loan and credit, lending interest rate, agricultural output and democracy). 

 

 

 

 

 

Table 2: Result from Bound Test 
Dependent Variable Function 𝑘 − 1 F-Statistics  

𝑃𝑂𝑉 𝑓(𝑃𝑂𝑉/𝐸𝐶𝑂𝑔, 𝐼𝑁𝐹, 𝐸𝑀𝑃𝐿, 𝐸𝑋𝐶𝐻, 𝐵𝑜𝑃, 𝐿𝑂𝐴𝑁, 
𝐿𝐼𝑁𝑇, 𝐴𝐺𝑅, 𝐷𝐸𝑀𝑂) 

9 10.23803 

Asymptotic critical values 

1% 5% 10% 

I(0) I(1) I(0) I(1) I(0) I(1) 

2.5 3.68 2.04 2.08 1.8 2.8 

Source: Authors’ Computations Using E-Views 10 

 

Discussion of Long-Run and Short-Run Model 

Haven proved the presence of co-integrating (long-run) relationship between poverty and key 

macroeconomic variables, the ARDL model was estimated. Based on the Akaike Information 

Criterion (AIC), the optimal lag selection was given as (2,1,1,1,1,1,0,1,0,1).  

The long-run and short-run results are presented in Table 3 and Table 4 respectively. The long-

run result indicates a negative statistical significance relationship between, poverty, economic 

growth and Democracy while changes in Dollar to Naira exchange rates influence the level of 

poverty positively and statistical significance. Equally, Balance of Payments, loan, and credit to 

the private sector, lending interest rate, employment and agricultural sector’s growth show an 

inverse and statistically insignificant effect on the level of poverty in Nigeria. The insignificance 

of the level of these variables is not unconnected with the level of negligence of the agricultural 

sector due to the discovery of oil and gas in the country, coupled with the continuous rise in the 

Nigerian unemployment rates, high demand for foreign goods leading to balance of payments 

deficit, high volatility in the general price level, high-interest rates discourage private sector from 

borrowing and difficult procedures for accessing loan.  

 

Table 3: Long-Run Estimates 

Dependent Variable: 𝑃𝑂𝑉 
Variable Coefficient Std. Error t-Statistic Prob. 

𝐶𝑜𝑛𝑠𝑡𝑎𝑛𝑡 1155.208 1150.299 1.004 0.3323 

𝐸𝐶𝑂𝑔 –3.790 1.630 –2.325** 0.0356 

𝐼𝑁𝐹 0.656 0.536 1.224 0.2410 

𝐸𝑀𝑃𝐿 –19.256 20.640 –0.933 0.3667 

𝐸𝑋𝐶𝐻 0.806 0.355 2.271** 0.0394 

𝐵𝑜𝑃 –0.040 0.023 –1.737*** 0.1043 

𝐿𝑂𝐴𝑁 –0.004 0.003 –1.436*** 0.1729 

𝐿𝐼𝑁𝑇 –2.249 1.580 –1.423*** 0.1766 

𝐴𝐺𝑅 –1.523 1.685 –0.904 0.3814 

𝐷𝐸𝑀𝑂 –53.099 20.915 –2.539** 0.0236 

Source: Authors’ Computations Using E-Views 10 

 

Accordingly, the short-run results presented in Table 4 indicate that the past value of poverty, 

economic growth, Dollar to Naira nominal exchange rate, democracy, Balance of Payment, and 

lending interest rate influence poverty in Nigeria negatively but Dollar to Naira nominal exchange 

rate and democracy statistically insignificance at 5% level. In essence, this entails that, for a 

percent change in the previous poverty rate, current economic growth rate, current balance of 
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Balance of Payments, current lending interest rate, and current Dollar to Naira exchange rate, the 

level of poverty will be influence negatively (equivalent to decrease in poverty rate or 

reduction/alleviation of poverty) by 50 percent, 26 percent, 0.3 percent, 12 percent, 71 percent 

and 4.9 percent respectively. The statistical insignificance of the duo is likely due to the high 

volatility in the general price level, coupled with instability in the Nigeria political atmosphere, 

marginalization of certain group in the country, which further intensifies the national disunity 

which characterized Nigeria’s democracy. However, the employment rate and inflation rate in 

Nigerian demonstrates a positive effect on the level of poverty in the country; the former is 

statistically significant and later statistically insignificant. This implies that for a percent increase 

in the level of employment in Nigeria level of poverty in the country increased by 13.58 and 2 

percent respectively. The presence of significant positive impact of employment level on poverty 

in Nigeria is connected with the high incidence of unemployment, which worsened in the past 

four years with a general decline in economic activities in the country, due to the longest economic 

recession experienced in the country.  

 

The coefficient of the error correction term lagged by one period (휀𝑡−1) is negative, less than 1 

and statistically significant, and, therefore meets our expectation. The sign of the coefficient 

indicates a slow speed of adjustment to equilibrium after a shock, and therefore indicates that 

approximately 21% of the deviations or disequilibrium in Poverty will be corrected within one 

year. 

 

Table 4: Short-Run Estimates 

Dependent Variable: ∆𝑃𝑂𝑉 
Variable Coefficient Std. Error t-Statistic Prob. 

∆𝑃𝑂𝑉(−1) –0.497 0.086 –5.788* 0.0000 

∆𝐸𝐶𝑂𝑔 –0.257 0.084 –3.044* 0.0087 

∆𝐼𝑁𝐹 0.020 0.022 0.924 0.3713 

∆𝐸𝑀𝑃𝐿 13.581 2.628 5.167* 0.0001 

∆𝐸𝑋𝐶𝐻 –0.049 0.033 –1.505*** 0.1546 

∆𝐵𝑜𝑃 –0.003 0.0006 –4.955* 0.002 

∆𝐿𝐼𝑁𝑇 –0.706 0.124 –5.705* 0.0001 

∆𝐷𝐸𝑀𝑂 –1.201 1.849 –0.649 0.5266 

휀𝑡−1 –0.207 0.015 –13.895* 0.0000 

R2 

F-statistics 

Durbin-Watson stat 

0.8931 

24.64806 

2.22 

 0.0000 

Source: Authors’ Computations Using E-Views 10 

 

Results of Diagnostics Tests 

The diagnostics results reported in Table 4 shows that the model employed passes the diagnostic 

tests including serial correlation (Durbin-Watson stat.), normality (Jaque-Bera), functional form 

(Ramsey RESET) and heteroscedasticity. In addition, the plot of the Cumulative Sum of 

Recursive Residuals (CUSUM) and Cumulative Sum of Squares of Recursive Residuals 

(CUSUMQ) (Figure 1 & 2) which lies within the 5% significant lines/critical boundaries, 

therefore confirms the stability of the model. 
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Figure 1: Plots of the Cumulative Sum (CUSUM) of Recursive Residuals  

 
Figure 2: Plots of the Cumulative Sum (CUSUM) of squares of recursive residuals 

 

 

Table 5: Diagnostic Tests 
Test Statistics Result 

Autocorrelation: Chi-Sqr(2) 18.19392 (0.001) 

Heteroscedasticity: Chi-Sqr(18) 17.13772 (0.5137) 

Normality: Jaque-Bera 1.036235 (0.595641) 

Functional Form: Ramsey RESET F-stat (1,13) 5.025945 (0.0430) 

Source: Authors’ Computations Using E-Views 10 
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Conclusion and Policy Implication 

This study employed the Autoregressive Distributed Lagged (ARDL) bound testing technique to 

examine the impact of prudent macroeconomic management on poverty reduction in Nigeria from 

1980 – 2017. In addition to the presence of co-integrating (long-run) relationship between the 

macroeconomic variables incorporated in the model and poverty, the results also show the 

presence of both short-run and long-run negative effect of macroeconomic variables (economic 

growth, Balance of Payments, lending interest rates, and democracy) on poverty while (inflation, 

employment, and exchange) show mixed sign in both short run and long run on poverty. This, 

therefore, implies that prudent macroeconomic management diminishes poverty rate level in 

Nigeria which is in line with the findings of Fahad and Rehmat (2014) and Mallick (2008), that 

macroeconomic variables have a negative effect on the poverty level. 

From the foregoing, it is therefore recommended of policy makers to effectively and prudently 

manage the macro-economy, through the implementation of policies which will improve the 

growth of the economy, employment level, Balance of Payments, loan and credit to private sector 

and SMEs, and growth of agricultural sector, coupled with decrease in the general price level 

(inflation rate) and lending interest rate, in addition to the stabilization of the exchange rate and 

efficiency of the country’s democracy. 
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Abstract: This study examines the nexus between consumption, government expenditure and 

economic growth in Nigeria. The study specifically tested the Keynesian expenditure led growth 

hypothesis. This is imperative because in Nigeria, government spending has been on the increase 

with no reasonable expansion in economic growth. In the current literature, emphasis has been 

made on the two renowned growth hypotheses: finance-led growth and export-led growth. Little 

attention is laid on consumption-led growth. A prototype of Keynesian expenditure led growth 

model was estimated using the Fully Modified Ordinary Least Squares (FMOLS) technique. The 

data covers a timeline period of 1981 and 2017 collected from Central Bank of Nigeria Statistical 

Bulletin. It was found that government expenditure and investment have a significant positive 

effect on economic growth while export has a significant negative effect on economic growth. It 

was also found that consumption does not show any effect on economic growth in Nigeria. The 

result confirms government expenditure led growth hypothesis while the consumption led growth 

hypothesis fails in Nigeria. The need to undertake an appropriate fiscal and monetary policy to 

stimulate household consumption was suggested. Also, government capital expenditure should be 

directed mainly to productive sector in order to stimulate economic activities. 

 

 

Keywords: Consumption, Keynesian, Economic growth, Gross domestic product and 

Government expenditure. 

 

Introduction 

Consumption remains a core component of aggregate demand of an economy and as such, the 

performance of a country to a larger extent can be explained by the absolute value of her aggregate 

consumption expenditure since it is by far the highest in terms of its value and contribution to 

gross domestic product. The consumption of an individual and a nation as a whole is determined 

by how much income is in their disposal. This idea that income is one and only determinant of 

consumption originated from Keynes psychological law in 1936 termed absolute income 

hypothesis (AIH) which says that men are disposed as a rule and on the average to increase their 

consumption as their income increases but not by as much as the increase in their income. Aside 

income, consumption expenditures is also determined by many other factors among which are 

interest rate, relative prices, capital gains and government expenditure to mention but few.  

Through the use of public expenditure, government promotes economic growth in the sense that 
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public investment contribute to capital accumulation and helps in the provision of those facilities 

that are not covered by the market economy such as health and human capital development 

through the provision of education (Musaba, Chilonda & Matchaya, 2013). However, the 

effectiveness of government expenditure in expanding the economy and fostering economic 

growth depends on whether it is productive or unproductive. All things being equal, productive 

government expenditure would have positive effect on the economy, while unproductive 

expenditure would have the reverse effect (Aigheyisi, 2013).  

 

In Nigeria, government spending has continued to rise due to the huge receipts from production 

and sales of crude oil, and the increased demand for public goods such as education and health. 

However, the rising government expenditure have not translated to meaningful growth and 

development, as more percentage of the people still suffer from poor living condition, hunger and 

lack of basic needs (Chinedu, Daniel & Ezekwe, 2018). The current state of Nigeria’s economy 

could be partly linked to the pattern of expenditure. Intuitively, for a developing nation, capital 

expenditure (particularly in capital projects or infrastructure) ought to constitute significant 

proportion of her total expenditure, to lay the foundation for economic growth and sustainable 

development, but this has not been the case in Nigeria (Aigheyisi, 2013). There are two renowned 

growth hypotheses with regard to the two key drivers of growth; one is finance-led growth (FLG) 

and the other is export-led growth (ELG). However, previous literature has given little attention 

in examining other growth hypotheses especially consumption-led growth (CLG). Meanwhile, 

the understanding of the role of consumption on growth is crucial for policy makers to ascertain 

the important role of consumption in economic growth process of developing economy like 

Nigeria. Thus, the paper investigates the nexus between consumption, government expenditure 

and economic growth by testing the Keynesian expenditure led growth framework. 

 

The study is divided into four sections: Section one deals with the introduction. Section two 

focuses on the review of some relevant literature and theoretical framework. Section three is on 

the methodology while section four is on the discussion of results, conclusion and policy 

recommendations.  

 

Review of Relevant Literature 

 

Empirical Studies 

Consumption is the total demand for all consumer goods and services. According to Frank and 

Bernanke (2001), consumption is spending by households on goods and services such as clothing, 

food items, entertainment, health services and acquisition of assets among others. Household 

consumption is household spending to satisfy their needs and wants. All durable and nondurable 

goods come under the category of the household consumption. A number of empirical studies has 

been conducted to investigate the effect of consumption on economic growth and to test 

consumption theories. For instance, Bălă (2015) analyze comparatively the performance of the 

Keynes and Friedman consumption functions for the Romanian case using data for the period 

1970-2013 using both original and the logarithmic series. The results showed significant 

relationships between the variables included in the models. In another study, Apere (2014) 

examined private consumption expenditure function in Nigerian using the Keynes’ absolute 

income hypothesis. Data were collected for private consumption expenditure and national income 

covering the period 1981-2012. The study concluded that the Nigerian consumption function 

follows the Keynesian postulation with a high marginal propensity to consume out of income, 

0.92 the multiplier effect of an autonomous change in government or investment expenditure was 

12.5 indicating the importance of a viable fiscal policy in the economy. In a similar vein, Razzaq, 

Scholar, and Razzaq (2015) examined the household and government consumption with income 
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separately both in short and long run. The data is collected from the WDI from 1960 to 2010 of 

Spain. Analysis was carried out using the co integration technique and error correction model. 

The results of the study demonstrate that household consumption is more than that of income in 

short run but in long run with the adjustment rate of 7% the consumption is less than income. In 

contrast, the expenditures of government and consumption is more than that of its income in long 

run and vice versa. Ofwona (2013) also analysed consumption function for Kenya for the period 

1992 to 2011, estimating total household consumption expenditure against total income in order 

to investigate how consumption expenditure is determined by income according to Keynes’ 

Absolute Income Hypothesis (AIH) for the case of Kenya. The model was tested by ordinary least 

squares over the period 1992 to 2011. The results showed that in Kenya, consumption is 

determined by income and the AIH was found to work well for the case of Kenya. In another 

study Dey and Tareque (2018) investigate the relationship between aggregate consumption 

expenditure and economic growth of Bangladesh using the ARDL Bounds Test approach. The 

study reveals that consumption expenditure and GDP have a significant impact on each other. The 

findings suggest that consumption enhancing fiscal and monetary policies can also boost the 

economic growth in the context of Bangladesh. That’s because Bangladesh is still operating on 

the relatively flatter part of its long-run supply curve. 

 

Looking at the nexus between expenditure and growth, the authors conceptualised government 

expenditure as expenses incurred by the government for the maintenance of its affairs and 

provision of public goods, services and works needed to foster or promote economic growth and 

improve the welfare of people in the society. In the view of Oriakhi, (2004), government 

expenditures are the expenses which government incurs for the maintenance of the government 

and the society in general. According to Njoku (2005) public expenditure as government spending 

from revenues derived from taxes and other sources. Several studies abound linking different 

component of government expenditure and aggregate government expenditure on economic 

growth. In the study conducted by Patricia and Izuchukwu (2013) investigates the effects of public 

expenditure in education on economic growth in Nigeria over a period from 1977 to 2012. The 

results indicate that total expenditure education is highly and statistically significant and have 

positive relationship on economic growth in Nigeria in the long run. The study of Al-Fawwaz1 

(2013) also measured the impact of government expenditures on economic growth in Jordan 

during the period between 1980-2013 based on multiple linear regression analysisusing the OLS. 

 

The results indicate that there is a positive impact for both total government expenditure and 

current government expenditure on economic growth. This result supports the Keynesian model. 

In another study, Chinedu, Daniel & Ezekwe (2018) examined impact of sectoral spreads of 

government expenditure on economic growth in Nigeria. The data were subjected to Unit Root, 

Johansen Cointegration, and Error Correction test and Durbin-watson test. The study concluded 

that there was positive impact of sectoral spreads of government expenditure on economic 

performance in Nigeria. Also Kotera and Sakai (2018) construct a dynamic stochastic general 

equilibrium (DSGE) model including four types of government expenditure (merit goods, public 

goods, government investment, and lump-sum income transfers) and three types of tax 

(consumption tax, labor income tax, and capital income tax), and estimate the model parameters 

based on simulation analysis analysis. The estimates, using Japanese data from the first quarter of 

1981 to the fourth quarter of 2012, suggest that Japanese government expenditure and effective 

tax rates do not significantly respond to changes in the output gap and cumulative debt.  

 

On the theoretical ground, this study was anchored on the Keynesian expenditure led growth 

theory. The model is best suited since this study examines the relationship between consumption, 

government expenditure and economic growth which is well articulated in the model. The 
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Keynesian theory (1936) is known as the absolute income hypothesis (AIH). The theory postulates 

that the consumption level of a household only depends on its absolute level (current level) of 

income and ignores the potential future income. The hypothesis also states that as income rises, 

consumption will also rise but not necessarily at the same rate. That means income-consumption 

relationship is not proportional. One core feature of the theory is the assumption that consumption 

exhibits the non-linearity relationship with income. Thus, when disposable income increases, the 

increase in consumption will be smaller than the initial increase in disposable income. That is to 

say the marginal propensity to consume (MPC) is greater than zero but less than unity, (0<α1<1)  

 

Another core theory that link consumption with growth is the permanent income hypothesis (PIH) 

developed by Friedman (1957). In its simple form, the hypothesis argues that consumption is not 

by current income but depends on expected average income and transitory income. The key 

conclusion of this theory is that transitory, short-term changes in income have little effect on 

consumer spending behavior. Friedman uses permanent income as the determinant of income. He 

split the consumption and income into permanent and transitory components. That is: 

 

C = Cp+Cq  ----------------------------------------------------------(1) 

 

Y=Yp+Yq   ------------------------------------……………….----(2) 

 

Where:  

Cp is permanent consumption, and Cq is transitory consumption, Yp is permanent income, and 

Yq is transitory income.  

 

Permanent income refers to the amount a consumer spends on consumption while keeping his/her 

wealth intact. Transitory income is the differences between permanent income and the measured 

income. Friedman concluded that the individual will consume a constant percentage of his or her 

permanent income and earners with low income level have a higher marginal propensity to 

consume while high income earners have a higher transitory element to their income and a lower 

than average propensity to consume.  In Friedman’s PHI model, the key determinant of 

consumption is an individual’s real wealth, other than his or her current income.  According to 

PHI, individuals with measured income are higher than their permanent income will consume 

smaller fractions of their measured income than those with a measured income that is less than 

their permanent income. The short run consumption function can be written as  

 

Ct=σ0+σ1Yt   ------------------------------------ (3) 

 

Where σ1Yt measures the consumption differences associated with difference in income, the 

paper then come to conclude that 0< σ1<1. 

 

Methodology 

This paper adopts the ex post facto research design. This research design is useful in examining 

how an independent variable, present prior to the study in the participants, affects a dependent 

variable. To analyse the nexus between consumption, government expenditure and economic 

growth, a growth model was formulated having adapted the Keynesian national income 

accounting model based on evidence from the study conducted by Venkatraja (2015). The present 

paper assumes that economic growth is determined by the demand side of the economy. Since 

imports represent demand for foreign goods, this component (M) is removed from the Keynesian 

model. Hence, the aggregate demand for national goods is rewritten as; 
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AD=C+I+G+X ----------------------------------(4) 

 

The rise and fall in consumption expenditure, investment expenditure, government spending and 

exports affect the country’s GDP by affecting the aggregate demand for national goods. The 

aggregate demand for national goods is the sum of domestic demand for national goods and export 

demand for national goods. Household consumption expenditure, private investment expenditure 

and government spending form domestic demand for national goods. 

 

Dd=C+I+G+X ------------------------------------------(5) 

 

Where, Dd= domestic demand for national goods, C= household consumption expenditure, 

I=private investment expenditure and G=Government spending.  While,  export represents the 

export demand for national goods. 

 

Ed=X ---------------------------------------------------(6) 

 

Where, Ed= export demand for national goods, X= exports of national goods  Aggregation of 

equation (v) and equation (Vi) indicates the economic growth 

 

GDP= Dd + Ed----------------------------------------(7) 

 

Therefore, from this it can be derived that domestic economic growth is the function of rise or fall 

in domestic and export demand for national goods. 

 

The model specify for this study can be re-written as: 

 

GDP = β0+β1CONS+β2GOV +β3INVST +β4EX + μi……….(8) 

The log-linear transformation of the model is presented below: 

 

LOG(GDP) = β0+β1 LOG(CONS) + β2 LOG(GOV) +β3 LOG(INVST) +β4 LOG(EX) + μi …(9) 

β˳= the interception of the model  

β₁…. β4 = the coefficient of the independent variables 

μi = Error term (stochastic term) assumption to be normally distributed in zero and constant 

variance. 

 

Given the nature of the models it is imperative that the data which permit the estimation of the 

stochastic equations specified for this study can be collected. The annual time series data purely 

from secondary sources were used for the study. The data series covered the periods between 1980 

and 2014. The data were obtained from the publication of central Bank of Nigeria Statistical 

Bulletin. In the study gross domestic product was proxy by real gross domestic product at 1990 

constant price. Consumption was measured using the aggregate final consumption expenditure. 

Investment in the model was proxy using the gross fixed capital formation. Export was measured 

using the net export of goods and services. All the data were in million Naira rate. In order to 

capture the total economic effect of each of the explanatory variables in the model, the a priori 

expectations are summarize as follows: the coefficients of the explanatory variables are:β0, β1, β2, 

β3, β4>0. The study used the fully modified OLS technique (FMOLS) in the analysis while the 

Augumented Dickey Fuller (ADF) test was used check for the unit root. The result of the 

estimation were interpreted using the economic a priori theoretical expectation, t-test, f-test, 

standard error, coefficient of determination, adjusted coefficient of determination and Durbin 

Watson statistics. 
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Results and Discussion  

Trend Analysis of Data 

 
Figure 4.1.1. The Trend of Gross Domestic Product, Consumption and Government Expenditure in Nigeria 

        
 Source: Author, 2018 

 

The Figure 4.1.1 shows that, between 1980 and 1982 the growth of gross domestic product from 

1983 to 2018 was very low but stable.  In addition, consumption which was very low was stable 

between 1980 and 2008 and rose very sharply between 2008 and 2012 after which it drop sharply 

from 2011 up till 2016. Government expenditure has been moving in a relatively stable direction 

over the period in such that it has not been too high or too low. 

The Unit Root Results  

 

Table 4.1.1: Unit root test results.  
 

Variables 

ADF  Test  Order of Integration 

Level First Diff 

GDP 2.467325 -3.34852 I(1) 

CONS -1.242134 -3.31631 I(I) 

GOV -1.02237 -4.47412 I(1) 

INVST 0.417355 -4.94062 I(1) 

EX -1.1523 -4.82374 I(1) 

Critical Value @ 1% -2.14188 -2.14417  

 5% -1.5815 -1.58186  

 10% -1.30427 -1.30427  

Source: Author, 2018 

The ADF unit root test result presented in Table 4.1.1 showed that all variables are stationary at 

level and at first difference at 5% level of significance. 

 

Result of the Estimated Regression   

The result generated from the econometric estimation of the model facilitated through the use of 

econometric Eviews presented below: 

�̂�= α0 + α1 CONS+ α2 GOV+ α3 INVST+ α4EX +Ut   --------------(9) 

 

�̂�= α0 + α1 �̂�1+ α2�̂�2 + α3�̂�3 + α4�̂�4 +Ut   ---------------------------- (10) 
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Table 4.1.2: Estimated Results 
Variable Coefficient Std. Error t-Statistic Prob. 

CONSTANT 10.08356 0.154812 65.13420 0.0000 

CONS -0.031277 0.039636 -0.789097 0.4372 

GOV 0.134082 0.056503 2.372993 0.0253 

INVST 0.201915 0.074826 2.698444 0.0121 

EX 0.077980 0.037616 -2.073035 0.0482 

R-squared 0.953126 

Adjusted R-squared          0.926875   

DW 0.902265 

  Source: Author, 2019 

 

On the basis of economic a priori criteria, the parameters estimates are expected to conform to a 

priori expectations. Based on economic theory, consumption, government expenditure, 

investment and export are expected to have appositive effect on economic growth on a priori 

ground. The result of the estimation shows that, government expenditure and investment conform 

to a priori expectation while the estimates of consumption and export failed to conform to a priori 

expectation. By inference, government expenditure and investment have positive effect on 

economic growth in Nigeria while the effect of consumption and export on economic growth in 

Nigeria is negative. 

 

The coefficient of consumption (CONS) - 0.031277shows that a unit increase in consumption 

expenditure will bring about 3% decrease in the pace of economic growth in Nigeria. The 

coefficient of government expenditure (GOV) 0.134082 indicates that a unit increase in 

government expenditure on the average bring about 13% increase in the pace of economic growth 

in Nigeria. The coefficient of investment (INVST) 0.201915 shows that a unit increase investment 

on the average brings about 20% increase in the pace of economic growth in Nigeria. While the 

coefficient of export (EX) - 0.077980 indicates that a unit increase in export on the average bring 

about 8% decrease in the pace of economic growth in Nigeria 

 

Based on the student t-test criteria for accepting or rejecting a null hypothesis, the above result 

shows that consumption (α= -0.031277, t=-0.789097 & p>0.05) does not exert a significant effect 

on economic growth in Nigeria. It was also evident that, government expenditure, investment and 

export (α=0.134082, t= 2.372993 &p<0.05), (α= 0.201915, t= 2.698444 & p<0.05) and (α=-

0.077980, t=-2.073035 &p<0.05) respectively exert a significant effect on economic growth in 

Nigeria. While the effect of both government expenditure and investment on economic growth 

was positive, the effect of export is negative.  The result confirms government expenditure led 

growth hypothesis while the consumption led growth hypothesis does not hold for Nigeria.  The 

coefficient of multiple determination (R2) confirmed that the explanatory variables explained the 

variations in the behaviour of the dependent variables adequately. This is evident in the high valve 

of R2 and adjusted  R2 which shows that explanatory variables accounted for at least 95.3% 

(00.953126) and 92.7% (0.926875)  of the variation in the pace of economic growth in Nigeria.  

 

The result has shown that government expenditure has a significant positive effect on economic 

growth in Nigeria. This result confirms the Keynesian hypothesis of expenditure led growth in 

Nigeria. The result corroborated the findings of Akpan and Abang (2013) on the impact of 

government spending on economic growth in Nigeria. Overall, the results show that at the 

aggregate level, government spending in Nigeria is growth promoting, although the impact is very 

small and less than unity (0.16%). At the disaggregated level, only recurrent spending is 

significantly and positively related to growth, while the impact of capital spending is negative and 

insignificant. The result also give credence to the findings of Al-Fawwaz1 (2013) measured the 

impact of government expenditures on economic growth in Jordan during the period from 1980-
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2013. The results indicate that there is a positive impact for both total government expenditure 

and current government expenditure on economic growth. This result supports the Keynesian 

model.  

 

The result of the study also found that consumption does not show any significant effect on 

economic growth in Nigeria which implies that the Keynesian absolute income hypothesis does 

not hold for Nigeria. This result was in contrast to the findings of Apere (2014) on private 

consumption expenditure function in Nigerian using the Keynes’ absolute income hypothesis. The 

study therefore concluded that the Nigerian consumption function follows the Keynesian 

postulation with a high marginal propensity to consume out of income, 0.92 the multiplier effect 

of an autonomous change in government or investment expenditure was 12.5 indicating the 

importance of a viable fiscal policy in the economy. The result was in part in line with the findings 

of Razzaq, Scholar, and Razzaq (2015) on the household and government consumption with 

income separately both in short and long run. The results of the study demonstrate that household 

consumption is more than that of income in short run but in long run with the adjustment rate of 

7% the consumption is less than income. In contrast, the expenditures of government and 

consumption is more than that of its income in long run and vice versa. The reason for the more 

expenditure in long run is due to the debt financing. 

 

Conclusions and Recommendations 

The study concludes that government expenditure has a significant positive effect on economic 

growth in Nigeria. Thus, the result confirmed the Keynesian hypothesis of expenditure led growth 

in Nigeria. Based on the findings, the following recommendations are essential in order to 

stimulate consumption and promote government expenditure performance in Nigeria: 

1) To stimulate the economy in the shadow of recession, the policy maker can undertake 

expansionary fiscal and monetary policy in order to effectively stimulate the household 

consumption.  

2) There should be a high degree of transparency and accountability in government spending by 

setting up an agency that will be responsible in valuing the costs of government projects and 

reporting the excesses in the acclaimed actual expenditure on such projects to the general 

public. 

3) Government capital expenditure should be directed mainly to current productive economic 

activities in order to stimulate activities in the economic sectors. 
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Abstract: The paper examined the participation of women rice parboilers in capacity development 

activities in Kano Irrigation Project. Interview schedule   was used to collect data from 120 

women rice parboilers/processors using simple random sampling technique.  The data were 

analysed using descriptive and ordered logistic regression analysis. Results indicated that the 

mean age of the women processors was 48 years.  The findings also indicated that processors 

were mainly engaged in rice parboiling (100%) while about 11% of the women were able to add 

milling to their parboiling activities. Only 16% of the women processors had formal education.  

More than half (65%) of the women processors have attended various capacity building 

programmes, organized by both governmental and non-governmental organizations. Marital 

status (0.000) and income level (0.003) significantly influence women rice processors 

participation in capacity building programmes at P=0.01 level, while age (0.048), household size 

(0.046), and parboiling capacity (0.010) were significant at P=0.05. High cost of inputs, 

inadequate information, gender role and educational level of women were the major challenges 

against the participation of women in capacity building activities in the area. The study therefore, 

found a high level of women parboilers participation in capacity building activities determined 

by age, household size, income level and household size. It was recommended that increase 

awareness on availability of trainings for women processors, adequate and timely information 

about the benefits of participation of women in the capacity building activities should be included 

while planning any training for women development. 

 

 

Keywords: Capacity Building, Processing, Quality Enhancement, Rice and Women  

 

 

 

Introduction 

Millions of women in the third world countries survive without a reasonable source of income, 

lack of quality health care, and are food insecure. They remain in extreme poverty, hunger, 

disease, with no education, no ownership of production assets and no secure access to water and 

energy. They also have limited opportunities owing to isolation, exclusion from decision-making 
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processes, low mobility, overwork and face several violence (USAID, 2009). These women are 

generally considered weak and voiceless. Any effort to empower them is a good effort in the right 

direction. To achieve good economic development, women need to be empowered, because they 

constitute more than half the population of Nigeria (NPC 2006). 

 

Therefore, women empowerment and economic development are closely related; it is only 

development that can play a major role in driving down inequality between men and women. In 

Nigeria, for instance, women play a crucial role in the agricultural sector for food and nutrition 

security (Esther, 2011). Yet they are not involved in decision making in agricultural production. 

Even though they contribute tremendously to both on-farm and off-farm labour and productivity, 

they often act as the “silent partner” and do not partake always when it comes to decision making 

on agricultural production.  

 

Due to the benefits derived from women empowerment, many governmental and non-government 

organisations are working tirelessly to empower women. Women Farmers Advancement Network 

(WOFAN), and United States Agency for International Development (USAID), to mention a few 

have empowered women in many areas, but limited effort were directed towards determining 

factors that might likely influence women participation in such empowerment programmes. As 

such, any effort towards that will greatly help policy planners in government and NGO in 

matching the right empowerment to women. This study, therefore, attempted to document the 

determinants of women participation in empowerment programmes in 3 selected Local 

Government Areas of Kano State, under the Kano River Irrigation Scheme.  

Consequently, the study broadly examined the determinants of women participations in 

empowerment-development nexus. Specifically the study described the socio-economic 

characteristics of women rice parboilers; identified techniques used by women in rice parboiling 

activities; identified various capacity building activities for women rice parboilers in the study 

area; determined the factors influencing their participation in empowerment programmes; 

identified the constraints affecting women rice parboiling activities and participation in 

empowerment programmes.. 

 

Study Area 

Kano Sate is located in North-West geo-political zone of Nigeria. It is bordered by Kastina State 

to the North-West, Jigawa State to the North-East, Bauch State to the South-East and Kaduna 

State to the South-West. Kano State is approximately located between Latitude 10035’ and 13002’ 

North and between Longitude 7030’ and 10035’ East with a total land area of 20,131 square 

kilometres and lies within the Sudano-Sahelian zone of Nigeria (Olofin et al., 2008). Kano State 

has a population of 13.4 million with 665 person/Km2 density (NPC, 2006). The estimated 

population as at 2009, 2010 and 2011 will be 14.4, 14.7 and 15.1 million respectively at 2.5% 

annual increase (NPC, 2006).  

Historically, Kano State has been a commercial and agricultural state and is known to showcase 

its agriculture self-reliance and admirable resource management. The State has more than 18,684 

square kilometers of cultivable land and is the most extensively irrigated state in the country with 

well over 3 million hectares of cultivable land under irrigation (Olofin et al., 2008). Before the 

creation of Jigawa State, there were over 120 earth dams in the State, a majority of which are 

located in Kano territory.  The cropping system in the study area is mostly undertaken under 

rainfed and irrigated conditions. Most of the farmers are small-scale holders who grow their crops 

solely or in mixture with less than 2.5 ha/farming household and their resources are meager. The 

upland crops commonly grown are millet, sorghum, groundnut, cowpea and maize, while the low 

land Fadama crops grown in the State include tomato, onions, pepper and the flood plains and 

other vegetable with rice and wheat grown in irrigated dam areas. 
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Rice is grown widely in both wet and dry seasons in Kano State but the majority of production is 

in dry season through irrigation (KNARDA, 2009). Kano Agricultural and Rural Development 

Authority (2010), emphasized that major rice production is found in Twelve Local Government 

Areas (LGAs) of Kano State, namely: Kura, Garun-Mallam, Bunkure, Bagwai, Dawakin-Kudu 

and Dawakin-Tofa, which are mostly under irrigation and rainfed.  

 

Sampling Procedure 

Through a reconnaissance survey carried out in the study area and the use of KNARDA farm 

village list, as well as Kano River Irrigation Project, there were about 6,347 women rice parboilers 

in the above mentioned LGAs. A multi-stage sampling technique was used to select women rice 

parboilers for the study. 

First, purposive sampling technique was used to select three local government areas that fall 

within the Kano River Irrigation Project, where rice production activities is most prevalent. 

Second, four villages were randomly selected from each of the three sampled LGAs. This gives a 

total of 12 villages for the study. Third, 10 women rice parboilers were randomly selected from 

each of the twelve (12) villages; this makes the sample size for the study to comprise one hundred 

and twenty (120) women rice parboilers. 

 

Method of data collection 

The study uses primary data which was collected with the aid of interview schedule from 

participating women rice parboilers in the area. 

 

Analytical Technique, Model Specification and Measurement of Variables 

The analytical tools employed for this study were descriptive and inferential statistics. Descriptive 

statistics such as mean, standard deviation and frequency distribution were employed to describe, 

summarize and perform some vital parametric test on the data. On the other hand, descriptive 

statistics was used to achieve some objectives whereas multiple regression was used to achieve 

the core objective of determining factors influencing women participation in empowerment 

programmes in KRIP.  

 

 𝜸 = 𝜹𝟎 + 𝜹𝟏𝒙𝟏 +  𝜹𝟐𝒙𝟐 + ⋯ . 𝜹𝟑𝒙𝟑 +  … … … … … … … … … … . … … . … … . . +𝜹𝟏𝟎𝒛𝟏𝟎 

 

Where subscripts i refers to the ith observation of ith Parboiler for examining determinants of 

women participation in empowerment programme in KRIP. 

𝛿0= Intercept 

𝛿1= Age of the Farmer (Number of years) 

𝛿2=Household Size (number of people in the household) 

𝛿3= Education Level (categorized into No Formal Education, Primary, Secondary, Tertiary) 

𝛿4= Primary Occupation (Farming, Milling and Parboiling, Parboiling Only) 

𝛿5= Experience (Number of Years Parboiling) 

𝛿6= Daily Income from Parboiling (Naira value) 

𝛿7= Marital Status (Single, Married, Widowed, Divorced) 

𝛿8 = Satisfaction with Previous Empowerment Programme (Yes/No) 

𝛿9 = Full Operation Capacity per Day (Quantity of Rice Parboiled Daily) 

𝛿10= Labour availability (Yes (available)/ No (not available)) 
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Result and Discussion 

 

Socioeconomic characteristics of the parboilers 

The result of the socioeconomic characteristics of the parboilers is presented as thus: Age is one 

of the important determinants in any issue. This is because the lower the age, the more likely a 

person might succeed in an endeavour. While in another situation, elderly persons are likely to 

perform better than the younger ones. In this study, the mean age of the respondents was 48.3 

years with a minimum of 20 years and a maximum of 65 years; the standard deviation was 7.82. 

From this, it implies a very wide spread on the age distribution of respondents around the mean, 

though the mean tilted to the maximum age, which indicates that most of the respondents were 

elderly women. This finding is in line with the findings of Mohammad et al. (2009), in a study 

conducted at Upper Benue River Basin Development Authority (UBRBDA), which indicated that 

the average age of rice farmers in the area was 60 years old. 

 

On the household size of the respondents, out of the 120 interviewed women, the mean household 

size was 8 whereas the minimum was 1 and the maximum was 21; the standard deviation was 

slightly large with 4.0. This result support the findings of Omilola (2009) which indicates about 

11 persons per single house hold in a survey carried out in Jiyan, Likori and Turabu villages in 

Jigawa State.  

 

 Moreover, the average parboiling size was found to be 2.5 drums, about 150kg equivalent to 2 

bags of paddy per day with a minimum of 1 and a maximum of 5 drums per day. The standard 

deviation is too close to the mean, with just 1.19. It implies that their parboiling size clustered 

around the mean, suggesting near homogeneity in terms of capacity, as no large scale parboilers 

were interviewed. 

 

The mean income of the women parboilers in KRIP was found to be N108,208.33 per annum with 

a daily mean of N432.8. The minimum income generated by the women was N50,000 and 

maximum of N260,000 per year. The standard deviation was very large with 40856.35, which 

implies a very wide distribution among the respondents. This might be associated with the 

inclusion of income outside the parboiling activities of the respondents, which is a very common 

practice in survey.  
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Table1: Socioeconomic Characteristics of Women Parboilers 

 Socio economic Characteristics of  Minimum Maximum Mean Std. Deviation 

Age 20 65 48.3 7.82 

Household  Size 1 21 8 4.00 

Parboiling size 1 5.0 2.5 1.19 

Total Annual Income (₦) 50,000.0 260,000.0 108,208.33 40856.35 

 Frequency  Percentage 

Level of Education 

i. No formal Education 

ii. Primary Education 

iii. Secondary Education 

iv. Tertiary Education 

Total 

 

7 

67 

34 

12 

120 

 

6 

56 

28 

10 

100 

Marital Status 

i. Married 

ii. Widowed 

iii. Single 

Total 

 

75 

42 

3 

120 

 

62.5 

35 

2.5 

100 

Primary occupation 

i. Rice parboiling 

ii. Farming 

iii. Parboiling and Milling 

Total 

  

98 

14 

8 

120 

 

82 

12 

7 

100 

Source of capital 

i. Personal savings 

ii. Family and friends 

iii. Bank  

iv. NGOs 

Total 

 

60 

24 

20 

16 

120 

 

43.3 

20 

16.7 

13.3 

100 

 

Similarly, the respondents showed that those with primary education take the highest proportion 

in rice parboiling, with 56%. This is followed by those with secondary education 23%; 8% were 

those with tertiary education. The least were those with no formal education amounting to 6%. 

From the result, it can be deduced that now level education for women is slightly increasing 

among women in the area. This is evidently seen that almost all of them can read, write and 

understand the various capacity activities. The study identified that 62.5% of the respondents were 

married women, 35% were widow, the least were the single among them with only 2.5%. From 

the result, the 35% that are widow might have children to cater for, as such they assume the 

leadership of their household. 

 

Primary Occupation 

The study also identified that 81.7% of the respondents had their primary occupation as rice 

parboiling, 11.7% took farming as a primary occupation while the least among them were those 

with 6.7% combining milling and parboiling. It was further discovered that 43.3% of the 

respondents sourced their capital from personal savings. 20% from family and friends, 16.7% 

from bank loan, 13.3% From NGOs; the least were those that acquired their capital from 

government support. Based on this result, it can be evidently seen that about 16 out 120 had 

acquired bank loan for their parboiling activities. The majority used personal savings and support 

from family members and friends. This result is similar to the findings of Mgbakor et. al. (2014), 

where they found that up to 56% of the farmers in Ezeagu Local Government Area have never 

obtained loan for agricultural purpose. 



Dutse International Journal of Social and Economics Research Vol. 2, No. 1 July 2019 

  

 

109 

 

Equipment Used for Parboiling 

The survey found that 86.7% of the respondents used metal drum. 13.3% used earthen pot.; On 

spreading, the majority up to 48.3% spread rice on tarpaulin, 35% spread on bare floor and road 

parking lane, while 16.7% spread over mat and polyethene materials. Furthermore, 88.3% soak 

rice in water to parboil it, while 11.8% said they used steam. Nevertheless, 96.7% responded that 

they used firewood and rice bran as heat source whereas only 5.3% responded to use other sources. 

All the respondents used bucket, bowl and turning spatula. 

 

Reasons for Parboiling 

The respondents were asked on why they parboil paddy. The result in table 2 shows that 20.2% 

of the respondents said that they parboiled rice to reduce rate of breakage during milling; 19.3% 

said that rice is parboiled to improve quality; 17% to improve the nutritional value of the rice; 

16% parboiled rice for better and longer storage; the least were those that said they parboiled to 

avoid moisture absorption from atmosphere. 

 

Table 2: Reasons for rice parboiling 

Reasons  Frequency % 

To mitigate the effects of bad drying (cracks) 65 10.9 

Improve rice quality 115 19.3 

For better nutritional value 101 17.0 

To reduce the rate of rice breaking from milling 120 20.2 

For better and longer storage 96 16.1 

More resistant to insect attack 53 8.9 

To avoid moisture absorption from the environment 45 7.6 

Total 595 100.0 

 

 

Table 3: Number Women Empowerment Programmes participated  

Empowerment 

Programee 

Average 

Number 

Participated 

Standard 

Error Mode 

Standard 

Deviation Minimum Maximum 

Overall 

Total 

CBUildTrai_Meet 4 0.117 4 1.28 1 6 436 

Water_Sanit 3 0.101 3 1.11 1 5 362 

Basic Health 3 0.130 1 1.42 1 5 303 

Child Dev 3 0.113 3 1.24 1 5 354 

Incom Divers 3 0.126 1 1.38 1 5 321 

Credit 2 0.096 2 1.05 1 5 249 

Collectiv Struc-Members 1 0.037 1 0.41 0 1 95 

Total Part 18 0.320 19 3.51 10 30 2120 

 

The study discovered that on average, 4 capacity building trainings and meetings were participated 

by a majority of the respondents with minimum of 1 and maximum of 6. On overall, 436 

participants took part in all the 6 programmes. On issues relating to water and sanitation for 

improved hygiene practices, there were 3 programmes averagely attended, with about 362 

participants in all the 6 programmes. Nevertheless, on basic health and nutrition for reduced 

maternal mortality, l was majorly attended, from 5 that were conducted. There were 303 

attendances in the 5 programmes. On child development, 3 out of the 5 programmes were 

averagely attended by 354 participants. For income diversification for increase economic 
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capacity, 2 programmes were majorly attended out of 5 of such programmes. 321 participants 

attended all the 5. On the programme bothering on obtaining good and reliable financial services, 

2 were majorly attended out of 3 of such programme. There were 249 attendances in all the 3. On 

collective struggle and bargaining through group membership, a majority of the respondents have 

only l group out of the groups available in the community. Cumulatively, an average of 19 women 

empowerment programmes were participated in by the majority of women, out of 30 programmes 

conducted in the area. From the result above, it is vividly clear that a lot of women empowerment 

programmes had been conducted and attended by the women in the area under study. 

 

 

Table 4: Constrains to rice parboiling 

Contraints Frequecy % 

Inadequate drying area 76 8.5 

Weak knowledge of drying operations 13 1.5 

Lack of modern equipment for parboiling 117 13.1 

Varietal blend 89 10.0 

Low storage capacity 65 7.3 

Storage warehouse too far from the unit 53 5.9 

Poor knowledge of parboiling technique 12 1.3 

Modern parboiling equipment are expensive   96 10.7 

Low access to formal loan 109 12.2 

Non availability of labor for sorting 109 12.2 

Insufficient fund and capital for expansion 105 11.7 

Unattractive price of parboiling per kg of rice 50 5.6 

   

 

The major constraints identified by the study were that 13% of the respondents faced lack of 

modern parboiling equipment. Insufficient funds and capital for expansion and low access to 

formal loan came second with 12.2% each, then inadequate labour for sorting followed closely 

with 11.7%. Varietal blends came after with 10%, the least constraints were poor knowledge of 

parboiling technique with 1.3% and weak knowledge of drying operation with 1.5%. 

 

The survey found that rice parboiling in KRIP were either done through traditional (local) method 

of hot water and improved modern method with steam. The survey discovered that over 75% of 

rice parboiling in KRIP was carried out in the traditional (local) method, whereas only 25% of the 

respondents adopted the modern method of using steam air. Nevertheless, the common equipment 

used for rice parboiling in KRIP was metal drum with 23.3%.  
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Table 5: Determinants of Participation in Empowerment programmes 

Determinants of Participation  Coef. Std. Err. z P>z 

Age -0.850 0.373 -2.278 0.048 

Household 0.354 0.166 2.135 0.046 

Educ -0.328 0.441 -0.745 0.456 

Primary occupation 0.994 0.414 2.402 0.016 

Experience 0.004 0.055 0.080 0.937 

Income 2.915 0.974 2.993 0.003 

Mstatus 0.186 0.370 0.503 0.615 

Satisfied with prev train 3.353 0.676 4.958 0.000 

Full capacity per day 0.008 0.003 2.590 0.010 

Labour availability -0.076 0.020 -3.723 0.000 

R-squared  0.82   

Adj R-squared  0.654   

Number of observation  120   

F(  8,   111)  2.04   

Prob > F  0.001   

 

Socio-economic factors influencing participation in women empowerment by rice processors 

were found to be significant with the adjusted R-square showing that 65.4% of the variation in 

women participation in empowerment was accounted cumulatively by all the independent 

variables included in the model at p<0.01. Individually, the age of the women processors 

(parboilers) was significantly influencing participation in empowerment programmes at p<0.05. 

The marginal effect showed that a 1year increase in age of the women will significantly result in 

85% decrease participation.  Similarly, household size was positive and significantly influenced 

the participation of women in empowerment activities in the study area at p<0.05.  

 

Nevertheless, the primary occupation of the respondents was found to influence participation in 

empowerment programme at p<0.05. Income of the participants was found to influence 

significantly the participation in empowerment programme. It was also observed that increasing 

household size by 1unit will lead to 35.4% increase in participation in empowerment programme. 

Education and labour availability also showed a decreasing marginal effects for the 2 variables. 

Variation in education level is less likely to increase participation by 32.8% where as a unit 

increase in labour availability will result in only 7.6% decrease in participation in empowerment 

programme. Others that were significant include satisfaction with the previous participation in 

empowerment programme. The full capacity utilization per day, and labour availability all were 

found to significantly influence participation at p<0.01, 0.05, and 0.01 respectively. Level of 

education experience and marital status were not found to be significant variables in influencing 

participation in women empowerment. 

 

Conclusion and Recommendation 

Based on the findings from the study, socioeconomic characteristics of women rice parboilers 

were found to influence participation in empowerment programmes as a whole. However, other 

important determinants were age of the parboiler, the household size of the parboiler, primary 

occupation, income, satisfaction with previous empowerment programme, labour availability and 

full operation capacity of the parboilers, though marital status and education had not been found 

to influence participation in empowerment programmes.  
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Consequently, it is recommended that, improved access to formal credit, provision of modern 

parboiling equipment, and provision of labour saving devices for sorting are what women 

empowerment programmes should be targeted on as they are issues that the women need the most.  
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Abstract: Corruption is an endemic problem worldwide especially in developing countries. 

Although corrupt practices in Nigeria are said to have originated from the military regime, its 

menace became very apparent with the return of Nigeria to democratic rule in 1999. An effort to 

curb this menace led to the emergence of the Economic and Financial Crimes Commission 

(EFCC) in 2003 to checkmate corrupt practices in the country. Despite this effort, it is noticeably, 

that corruption is on the rise due to some factors. Theoretical explanations were offered in an 

attempt to explain corruption with particular reference to Nigeria. The paper examines some of 

the anti-graft agencies that were created during the military regime to curb corruption, to the 

present Economic and Financial Crimes Commission (EFCC) as well as their roles and 

challenges.  The paper concludes that the fight against corruption has to start from the individual 

level, groups and organizations. It is highly recommended that the Nigeria’s Constitution should 

be reviewed to remove the immunity shielding the executives. 

 

Keywords: Corruption, Economic and Financial Crime Commission, Military Regime, 

Democratic Rule  

 

 

Introduction 

Corruption is one of the most prevalent social problems especially in developing countries. It 

destroys the development of a country especially its economic and political sectors. In Nigeria, in 

spite of the cultural and religious differences, there is consensus that corruption has permeated 

almost every sphere of our national lives, which in the words of Folarin (2011:3) corruption carries 

along with it such acts as godfatherism, influence-peddling, rigging of elections, manipulation of 

and buying of votes, manipulative political financing, embezzlement in office, and fraud. These 

diverse corrupt activities have tremendous adverse effects on life quality and national 

development. The widespread poverty and hunger in the midst of plenty is a manifestation of 

corruption enmeshed in deteriorating condition of living (Audu, 2008) Corruption destroys a 

country from multi-internal effects such as under development, lack of basic infrastructure like 

good road networks, misuse of natural resources, inadequate power and water supply, mediocrity 

in professional and leadership positions, defective leadership outputs, fuel scarcity in an oil 

producing nation, falling standards of education and work output, high unemployment rates, the 

ever-widening gap between the rich and poor to mention just a few, to the international effects 

such as the tarnished image of our country in the international circles and the caution exercised 

by foreign nationals in entering business transactions with Nigerians thereby weakening the 

economic sector.  The questions raised are what is the agencies like the EFCC and other 

stakeholders concerned doing to curb this menace. 
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Conceptual Clarification 

Defining the word corruption is a daunting task; this is due to its complexities arising from its 

multiple causes and effects. However, the word ‘corruption’ comes from the Greek word 

corruptus, which means an abnormality. The World Bank (1997: 24) gives an elaborate definition 

of the word; 

The abuse of public office for private gains, Public office is abused for private 

gain when an official accepts, solicits, or extorts a bribe. It is also abused 

when private agents actively offer bribes to circumvent public policies and 

processes for competitive advantage and profit. Public office can also be 

abused for personal benefit even if no bribery occurs, through patronage and 

nepotism, the theft of state assets or the diversion of state resources. 

 

However, this definition is not all encompassing considering the fact that corruption does not only 

take place at public offices but could also be at individual level as argued by Otite cited in 

Mayosore (2015). In this light, Transparency International has chosen a clear and focused 

definition of the term as “the abuse of entrusted power for private gain”. Buttressing on this, the 

United Nations guideline in its ‘Manual on Anti-Corruption Policy III’, distinguishes two 

important corruption typologies namely, grand and petty corruption; Grand or public corruption 

represents such anti-state acts as looting, 419 scam, money laundering and operation of illegal 

foreign bank, vaults by public officers and private individuals. While petty or private corruption 

are acts as immorality, dishonesty, perjury etc. petty corruption.   

 

Obuah (2010) examined the types of corruption namely electoral, corporate political and 

bureaucratic. Electoral corruption is when people, whether endowed with political clout or not, 

illegally try to buy influence through illegal payoffs such as illegal funding of campaigns, illegal 

campaign contributions, bribes, buying of votes for cash or other inducements i.e. paying voters 

to vote, thereby influencing their choices, or the promise of contracts or other favours etc. lastly, 

Corporate corruption occurs in the relationship between private business corporations and their 

clients. With furtherance to that, Department for International Development, (2015) postulates 

that political corruption is the abuse of office by those who decide on laws and regulations and 

the basic allocation of resources in a society (i.e. those who make the “rules of the game). Political 

corruption may include tailoring laws and regulations to the advantage of private sector agents in 

exchange for bribes, granting large public contracts to specific firms or embezzling funds from 

the treasury. Bureaucratic corruption occurs during the implementation of public policies, it 

involves appointed bureaucrats and public administration staff at the central or local level. It 

entails corrupt acts among those who implement the rules designed or introduced by top officials. 

Corruption may include transactions between bureaucrats and with private agents such agents 

may demand extra payment for the provision of government services; make speed money 

payments to expedite bureaucratic procedures; or pay bribes to allow actions that violate rules and 

regulations. Corruption also includes interactions within the public bureaucracy, such as the 

payment or taking of bribes or kickbacks to obtain posts or secure promotion, or the mutual 

exchange of favours. This type of corruption is often referred to as “petty corruption”, reflecting 

the small payments often involved although in aggregate the sums may be large. 

 

Recently in 2018, the saga between the Kano state governor and the renowned journalist of Daily 

Nigerian online newspaper; Jafar Jafar about the alleged $5million bribery been captured in a 

short video clip showing the governor receiving some bundles of dollars as a kickback from one 

of his contractors went viral. However, it was reported that the governor was able to obtain 

injunction from a high court in Kano State restraining the Kano State House of Assembly 

investigative committee from proceeding further with the investigation claiming that the Kano 
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State house of assembly lack the power to probe the criminal allegation against the governor but 

rather it is only vested with the power to make laws. The Socio-Economic Right and 

Accountability project (SERAP, 2018) asserts that since the video surfaced online, it has 

generated a lot of noises from the citizenry questioning the role of the anti-graft agencies on the 

issue, as well as questioning the sincerity of the president in the fight against corruption, stressing 

that this would have served as a deterrence and an assurance to Nigerians that his anti-corruption 

agenda is not skewed against a section of the populace while others walk free. SERAP in Sahara 

reporters November 04 2018 expressed dismay on how many state governors in Nigeria alleged 

of corrupt acts are neither investigated nor prosecuted.  Adding that, even though a governor may 

enjoy immunity from arrest and prosecution, but it does not prevent investigation; as the result 

from it could be used to initiate impeachment or prosecution after the governor leaves office. 

 

Theoretical Explanations 

Several theories could be useful in explaining corruption in Nigeria and beyond. Durkheim (1897) 

laid the foundation for Anomie theory in which he defined Anomie as a condition in which societal 

norms are no longer effective in regulating behaviour of people in the society. This may be 

brought about by rapid social change such as drastic economic recession, economic growth or 

advancement. Durkheim speculated that such economic expansion would be more likely to affect 

the upper and middle classes whose expectations and aspirations expand to an insatiable level. 

Durkheim (1897/1951:253) as cited in Brown et al (2010:239) argued that ‘with increased 

prosperity, desires increased . . .  overweening ambition always exceeds the results obtained’.  

 

Robert K. Merton’s (1938) version of anomie theory has been acclaimed as one of the most 

influential developments in the study of crime and deviance, Merton presented an explanation that 

seemed enlightening: He posited that social conditions place pressure on people differentially 

throughout the class structure, and people react individually to these conditions. While Durkheim 

assumed that humans are naturally inclined to have unlimited desires that must be socially 

controlled, Merton felt that such desires are socially generated. Merton postulated that all societies 

have a cultural system that denotes socially approved values and goals and that details acceptable 

norms or institutionalized means for achieving these goals. Not only do these prescribed goals 

and means enable people to pursue success in appropriate ways, but at times they also exert 

pressure on some members of the society to engage in non-conforming behaviour in an effort to 

achieve success. This explains why corruption is on the increase in Nigeria today as people are 

more concern with material acquisition by whatever means. Mayosore (2015) and Otoghile & 

Edigin (n.d.) sees the culture of the ‘get rich syndrome’ in Nigeria and perhaps elsewhere, as one 

of the reasons for corruption, by so, Political office is seen as the primary means of gaining access 

to wealth. 

 

The conflict theory which can be traced back to the writings of the German economist and social 

philosopher Karl Marx, he sees corruption as a result of unequal access to property and power 

that lays the foundation for an inevitable class conflict that Marx believed to prevail throughout 

all of social history. He argued that the economic base of society shaped all social arrangements. 

Marx (1964, as cited in Brown et al (2010) opined that mode of production determines the general 

character of the social, political, and spiritual processes of life. It is not the consciousness of men 

that determines their being but, on the contrary; their social being determines their consciousness. 

However, contemporary Marxists wish to explore ways in which law, as a form of social control, 

has been used to contain class struggle and maintain class divisions at different times in different 

societies, emphasizing that the state and criminal law are intricately linked to the bourgeoisie. 

That is, the economic elite use the power of the state as an instrument for the maintenance of their 

own power. Police, courts, and prisons serve the interests of the elite by controlling those who 
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pose threats to the status quo. In Nigeria, the EFFC and other anti-graft agencies have become 

enemies of the common people refusing to bring or if brought, the corrupt people go unpunished 

all under the umbrella of plea bargaining. 

 

In addition, Chambliss and Seidman (1971) examined the subsystems involved in the creation and 

enforcement of the law and concluded that the legal order is a self-serving system introduced to 

maintain power and privilege. For Brown et al (2010), this is what led to the inclusion of the 

immunity clause in the Nigeria’s Constitution in order to provide some protections to specific 

political leaders – Governors and President. The law represents the values of society. It expresses 

the best common denominator of the society and operates through a value-neutral governmental 

structure, which is ultimately controlled by the choice of the people. The law serves the best 

interests of the society: However, with this popular assumption on how the law operates, is easily 

discredited when one examines how it works on a day-to-day basis. 

 

The agencies of law enforcement are bureaucratic organization, which its members tend to 

substitute for the official goals and norms of the organization on-going policies and activities 

which will maximize rewards and minimize the strains on the organization. This goal substitution 

is made possible by the absence of motivation on the part of the role-occupants to resist pressures 

towards goal-substitution; The pervasiveness of discretionary choice permitted by the substantive 

criminal law, and the norms defining the roles of the members of the enforcement agencies; and 

the absence of effective sanctions for the norms defining the roles in those agencies. Law 

enforcement agencies depend for resource allocation on political organizations.  It will maximize 

and minimize strains for the organization to process those who are politically weak and powerless, 

and to refrain from processing those who are politically powerful. Therefore, it may be expected 

that the law enforcement agencies will process a disproportionately high number of the politically 

weak and powerless, while ignoring the violations of those with power. 

 

In addition to the legislature, appellate courts are primary source of rule-making. Decisions 

written by appellate judges serve as precedents for future court cases. Chambliss and Seidman 

questioned the neutrality of the decision taken for the interest of the larger society by these judges, 

and acclaimed that they are not because Judges bring to their role as decision makers their own 

biases and values. Although, the above scenario reflects what is obtained in developed societies 

such as the American society, it is exactly the situation in Nigeria and perhaps elsewhere.  The 

judiciary system in Nigeria has also joined in league to subvert the desires of the Nigerian people, 

becoming a clog in the wheel of actions against corruption. 

 

For the purpose of this paper Robert Merton anomie’s theory is applauded in explaining why 

corruption thrives in Nigeria, believing that whenever any society sets or defines some goals and 

values as accepted over others as well as having limited access to these values, that also kicks in 

all forms of defiance; the society in one way or the other pressurises individuals to engage in 

nonconforming and criminal ways to achieve success, such acts includes corruption at all levels. 

 

Historical Background of the fight against Corruption to the Present Era 

It is important to note that before the emergence of the EFCC, various mechanisms have been 

used by various administrations in Nigeria in managing corruption; indeed the history of Nigeria 

from 1960 has been the accounts of misappropriation of funds, embezzlement or looting of 

treasury, that is why the military in 1966 took over from the civilian regime of Sir Abubakar 

Tafawa Balewa in an attempt to wipe out corruption in Nigeria (Salawu, 2007).  
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The 3 Rs (Rehabilitation, Reconciliation and Reconstruction) of 1970 by General Gowon 

Gowon launched a coup in July 1966 with an effort of exposing the corrupt activities of the first 

republic politicians through thorough investigations of public officers, as well as disrobing the 

country of all the different forms of fraudulent accumulation especially that of the unlawful 

enrichment of public officers in all the civilian and armed services. This period coincided with 

the period of oil boom in Nigeria, production as well as revenue from petroleum sales grew 

extremely and also there was an increase in international petroleum prices, with this recorded 

success in the nation’s treasury paved ground for more corruption as in the case of Gowon’s then 

federal Commissioner for Communication and Gowon’s Benue-plateau State Military Governor. 

From the above, it is clear evidence that the phenomenon of corruption grew to a distinct and 

higher stage during General Gowon’s regime. (Augustine, et al 2013) 

 

The Corrupt Practices Decree of 1975 

The Murtala/Obasanjo regime succeeded General Gowon on 29 July 1975; they started with 

waging a heavy sound more of just mere noise on the fight against corruption and indiscipline, 

probing the assets of top public officials at both state and federal levels which of course yielded 

good result as many public officials were found wanting.  This adversely affected most of public 

officials which included both state, federal, and other lesser functionaries. This action led to assets 

seizure. However, the war against corruption and indiscipline was less effective because it was 

considered to be hypocritical especially with the fact that it was throbbed up to display and 

promote the regime’s self- image not out of concern for the country’s honour. (Augustine et al, 

2013) 

 

This initiative was dashed out on the accusation of high rate of greed, corruption and the new 

trend among the military to seek power by all means because of the abundance from oil money 

this led to about ₦2.8 billion of oil revenue purportedly missing from the state affairs in 1978 as 

a result of reckless spending characterized by an unaccountable governance 

 

War Against Indiscipline (WAI) by Buhari/Idiagbon Regime 1984 

This was a line of attack to corruption and immorality introduced during the regime of General 

Buhari and Idiagbon. This included among others checking and enforced fall down of market 

prices, foraying illegal and informal fuel sales outlets (black market), arresting, detaining and 

sentencing corrupt politicians and offenders. Compulsory environmental sanitation enforced 

maintenance of decorum at public places such as queuing to board buses, and buying stamp at 

post offices etc. This regime was however accused of rough handling and seen as a weapon to 

eliminate both political and military opposition and also accused of excesses, such as raiding to 

loot markets, assaulting and intimidating civilians and their minor opponents( (Folarin, 2011) 

 

Structural Adjustment Program (SAP)  

General Ibrahim Babangida took over in August 27 1985 and commenced a social and economic 

reengineering policy, culminating in Structural Adjustment Programme (SAP). The programme, 

badly implemented, gave Nigeria away to foreign racketeers who teamed up with local capital 

elites to make wealth through privatization and commercialization. Soon the middle class fell 

back to loss, the gap between the rich and the poor became more widened, naira lost its value 

remarkably, and the social and economic situation became unbearable for the masses. The 

initiative was also dashed out as a result of accusation on drug peddling, money laundering 

especially amongst his acolytes, and indiscipline amongst others. 
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Advance Fee Fraud & Other Related Offences Decree of 1995 by Abacha 

This regime was later re-enacted as the Advance Fee Fraud and Other Related Offences Act, 2006 

by Chief Olusegun Obasanjo administration. Abacha was also accused of mismanagement and 

looting public fund.  

 

EFCC and the Fight against Corruption  

As the name implies, the Economic and Financial Crime Commission refers to a Nigerian law 

enforcement agency set up mainly to investigate and recover funds and property of the 

government that have been illegally diverted into private pockets through private and public 

sectors of the economy by some dubious and unscrupulous citizens (Nwali, 2010). The cardinal 

principle of establishing the Economic and financial crime Commission was to combat economic 

and financial crimes which by definition includes corruption. It was established in 2004 as a result 

of the adverse international attention being receive by the nation due to the increased rate of 

corruption especially Economic and Financial crimes in the country. To achieve this, section 6(a-

j) of the Economic and Financial Crime Commission Act 2002 shall have such powers and duties 

as conferred upon them by law. The EFCC has been considered the most vibrant as far as 

combating corruption is concerned in Nigeria, this is because there is a clear departure from the 

past enabling laws for fighting corruption especially that of economic and financial crimes in-

terms of powers, functions, and responsibilities coupled with the fact that it enjoys collaborative 

assistance from International Law Enforcement Agencies in the U.S and across Europe such as 

INTERPOL, FBI, FATF. (Ribadu, 2004). 

 

Although the commission recorded remarkable achievements from inception, many Nigerians 

accused the agency for being used as a scapegoat by the political leaders to witch-hunt political 

opponents. Citizens could not have confidence on the agency due to lack of commitment and 

political will by the leaders in the fourth republic. By and large, the present administration of 

President of Muhammadu Buhari demonstrated commitment to the fight against corruption. For 

the first time in a democratic rule, the judiciary faces attacks on its members – some judges – for 

alleged corrupt practices of various degrees. Some judges were arrested by the Department of 

State Service across the country and are currently facing charges of corruption. The EFCC is seen 

to have arrested and arraigned many people before the courts between 2015 and 2016, though 

many of them are granted bail while others are denied for some reasons.   

Nevertheless, the increase in corrupt practices and concerns shown by the citizens and 

international communities almost compelled the then Obasanjo civilian administration to establish 

the EFCC. However, corruption and its ramifications continued and became terribly alarming in 

the country during the democratic governance. It is instituted within the Nigeria’s political culture 

and dramatized during political rallies, campaigns and elections. Also, corruption became very 

visible among the executives, the legislature and the judiciary almost being acceptable. The EFCC 

was given the mandate to fight corrupt practices in the country. One of which was during Ribadu’s 

four-year tenure, Nigeria recovered more than $5 billion in stolen assets. In his U.S. House 

committee testimony, Ribadu estimated that from independent to date, over $440 billion has been 

squandered by the Nigerian government.  

 

Challenges Facing the Economic and Financial Crime Commission 

Fighting corruption is not an easy task globally because most of those involved are people 

occupying strategic positions in either the private or public sector. Even those given the power 

through the anti-graft agencies are mainly appointed by those in power. In developing nations, the 

political will, zeal, determination and the commitment to fight corruption is simply absent. 

Sometimes the agencies are used to fight political opponents.  In view of the above, the anti-graft 

agencies have limits over who to fight, what to fight, when to fight, where to fight, and how to 
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fight. Political interests are in most cases protected if not shielded against any aggression from 

such agencies. Selective application seem to be pronounced with opponents mainly been the 

victims.  

 

Nando & Ugwu (2015) opined that the biggest problem facing the fight against corruption in 

Nigeria is poor staff training, inefficiency in the judiciary and political system and plea-

bargaining. Another challenge is, coming up with evidence in corruption case is not always easy, 

especially because most corruption cases are “consensual.  That is, both sides benefit from the 

exchange. Ribadu (2009) affirms that when you fight corruption, it fights back’. It will likely have 

greater resources than you and it is led by those who operate outside the law and view the fight as 

something between life and death (Byrne et al 2010). This inherently derails prosecution and 

reward corruption. In Furtherance to that, Akpan (2008) cited in Nando & Ugwu (2015) posits 

that the society has lost confidence in the activities of the Economic and Financial Crimes 

Commission (EFCC), thereby making it difficult for the commission to get useful information 

from the public. 

  

The reason for this loss of confidence is because of the belief that the commission administers 

selective justice, as in the case of the former Executive Chairman of the EFCC, critics suggested 

that Ribadu was selective in whom he prosecuted, and that former President Obasanjo was using 

the agency to target his enemies. The agency became a political ‘football’, and its legitimacy was 

undermined politically by accusations of favouritism. Byrne et al further stated that when anti-

corruption agencies work in isolation, without broader public support, they become vulnerable to 

unpredictable political will. If they are to take on the powerful interests in their societies, they 

cannot do it alone (Byrne et al, 2010). It is believed that this loss of confidence can be restored if 

the commission can prosecute all that should be prosecuted without favouritism. In line with the 

above therefore, the public need to appreciate the fact that their maximum support is a necessity 

ingredient for the success of any anti- graft agency especially the EFCC in fighting corruption for 

a better and corruption free Nigeria. 

 

The Way Forward 

In order to find a suitable or lasting solution to corruption in Nigeria, the fight has to start with 

one self in change of attitude. People would have to develop conscious of wrong and right, a 

thorough work on our morality will help a great deal, uprooting that psyche of ‘get rich or die 

trying’ as most Nigerians would say. Nigerian leaders must be ready to offer selfless service to 

the nation, and not see any political post as a means to enrich one-self, but should see themselves 

as servants of the people and for the people. In addition, all corrupt individuals in private and 

public sector should be brought to book to serve as deterrence to others. Until this happens, 

effective war against corruption will be a mirage. The Nigeria’s Constitution should be reviewed 

to remove the immunity clause that seems to have shielded the executives. Transparency and 

accountability should be ensured in governance for political leaders to have reinstitute confidence 

in the minds of the citizens. Leaders should also be responsive. In addition, all pillars of 

democratic governance should be strengthen to promote political culture, sanitize political rallies, 

campaigns and elections to enhance popular participation and produce credible leaders and 

consolidate democratic rule. Asset declaration by all public office holders must be mandatory and 

across all levels before and after years of service. The Code of Conduct Bureau should be made 

to be effective and arraign any recalcitrant individual for failure to declare or over and under 

declaration of assets.     

 

In addition stiffer penalties like the death penalty could be implemented to fight corruption in 

Nigeria. Many countries in the world especially in Asia, for example, China have recorded great 
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success with their anti-corruption penalties. Government must also make a move to provide more 

job opportunities for the citizens. Otoghile and Edigin (n.d.)  recommended that government 

should improve the productive base of the country by not only directly embarking on the 

production of goods and services (e.g. establishing and efficiently managing large firms and 

industries) but also by assisting individuals (especially the rural poor) in their productive 

endeavour through the provision of soft loans. 

 

Conclusion  

The paper delved into the role of economic and financial crime commission in the fight against 

corruption. It is true that corruption undermines the development of a country at all levels, the 

need to check corrupt practices and lack of accountability in Nigeria necessitated the 

establishment of EFCC in 2003 by President Olusegun Obasanjo.  Since its inception, despite its 

weakness, the agency has recorded a lot of achievement in the investigations, arrests and 

prosecutions of top public officials. Hence, this paper argued that for EFCC to succeed in the fight 

against corruption, it has to be fair and just, as well as employ germane and austere punitive 

actions against corrupt cases in the country. There is also the need to increase accountability in 

governance through greater transparency, with increased zeal, determination and commitment, an 

effective fight against corruption is viable. 
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Abstract: Nigeria’s history is characterized by violent conflicts arising from religious and ethnic 

disharmony between it’s over 400 ethnic groups. As a pluralistic country, most of the various 

ethnic groups belong to Islam and Christianity while the rest are inclined towards traditional and 

other forms of religion. Unfortunately, the challenges faced by the country’s security agencies in 

managing domestic security threats has been linked to the persistent occurrence of violent 

conflicts occasioned by ethnic and religious affiliations. Against this backdrop, this paper 

attempts to examine the impact of religion and ethnicity on the management of Nigeria’s domestic 

security. The paper is conducted as a qualitative research with data obtained from published 

secondary materials. Findings of the paper revealed that religion and ethnic affiliations play 

significant role in the lives of Nigerians. In most cases, religion and ethnic identities dictate both 

the private and public interactions among the citizens. As such, the concepts of religion and 

ethnicity are deeply enshrined in the psyche of most Nigerians including members of the security 

agencies. Consequently, this situation has made the management of Nigeria’s domestic security 

management more complicated and difficult.   

 

 

Keywords:  Ethnicity; Impact; Management; Religion; Security 

 

 

Introduction 

With a population of almost 200 million, Nigeria is the most populous African country and 

seventh in the global population ranking. Nigeria is also home to over 400 different ethnic groups 

(Aito, 2005; UN, 2005). The composition of these various ethnic groups shows that Hausa, 

Yoruba, and Igbo are the three most dominant groups. In addition, majority of Nigeria’s ethnic 

groups are Muslims and Christians, with few belonging to traditional and other forms of religion 

(Omotosho, 2014).  This implies that apart from being a multi-ethnic country, Nigeria is also a 

multi-religious nation. Unfortunately, unfolding events in the country appear to suggest that it is 

taking advantage of these vast population and diversity to propel development. Instead, the 

country is polarized along ethnic and religious identities and sometimes according to geographical 

or regional dimensions. This situation has created some animosity leading to distrust among the 

various ethnic groups. To this extent, the nature of relationship between Muslims and Non-

Muslims, Southerners and Northerners, South Westerners and South Easterners is highly 

characterized by suspicion and distrust. As each ethnic group is always of the feeling that it can 

be harmed or its interest undermined by the other group.  

 

Although various reasons have been attributed to the emergence of religious and ethnic conflicts 

in Nigeria, but the dominant view among conflict scholars is centered on the colonial contrivance 

of various ethnic groups belonging to different forms of religion into one country (Zartman, 2000; 

Poku, 2008; Adelugba and Ujomu, 2008; Aito, 2005). According to these scholars, the identity 



Dutse International Journal of Social and Economics Research Vol. 2, No. 1 July 2019 

  

 

124 

 

politics evolved from the old regional structures of the Nigerian federation, where identities were 

shaped by leaders of the three dominant ethnic groups comprising Hausa/Fulani in the Northern 

region (predominately Muslim), Igbo in the Eastern region and Yoruba in the Western region who 

exercised some form of hegemonic control over other minority groups in the regions. Through the 

combination of these two issues (ethnicity and religion) many conflicts have continued to occur 

in various parts of the country leading to loss of lives and properties. Thus, beginning from the 

independence period of 1960 to date the most frequent and serious domestic security issue in 

Nigeria has been that of ethnic and religious conflicts (Hill, 2012).  For example, in its recent 

report on conflict situation in Nigeria, the International Criminal Court (ICC) disclosed that 

between the periods 2005 to 2012, it received 59 article 15 communications in relation to conflict 

issues in the country (ICC, 2014). Analysis of these conflicts shows that they are often driven by 

differences in religion and ethnic identities, which has manifested in distrust among the citizens. 

Regrettably, the existence of mutual distrust among the various ethnic groups has not only 

provided the basis for disharmony but also led to persistent clashes thereby threatening the 

domestic security of the country. Based on this reason, the paper attempts to examine the extent 

of the threats posed by religion and ethnic differences and their corresponding impact in the 

management of Nigeria’s domestic security.  

 

Materials and Methods 

This research was conducted as a qualitative research based on descriptive method with data 

obtained from variety of sources. In particular, the materials used in this research were collected 

from academic journals, books, credible newspaper reports, published conference proceedings, 

and internet sources. Thereafter, the data collected was analyzed and presented in a descriptive 

format.  The choice of descriptive research method in this study was predicated on its ability to 

unravel the essential components and features of any phenomenon (Anikpo, 1986). In addition, 

the descriptive research attempts to “look at individuals, groups, institutions, methods and 

materials in order to describe, compare, contest, classify, analyze and interpret the entities and 

events” (Anikpo, 1986; Nnabugwu, 2004).  In other words, descriptive research focuses on the 

existing relationship or condition, prevailing practices such as beliefs, attitudes, on going 

processes, effects, or developing trends (Ndagi, 1984). Against this background, this study applied 

the principle of descriptive research method to unravel and interpret the nexus between religious 

and ethnic identities and their consequences on Nigeria’s domestic security management.   

 

Conceptual Clarifications: Religion and Ethnicity 

 

Religion: Religion and ethnicity are interwoven concepts that share a common attribute of identity 

frameworks for differentiation of individual personality or collective group. Religion represents 

the vital component of the attribute that defines the primordial personality of an individual person 

while his/her ethnic identity is dependent on religion, language and culture (Olomojobi, 2013). 

This means that religious affiliation is an important feature of every ethnic group. In other words, 

all ethnic groups have religious affiliations and religion is a central factor in “crystallizing and 

maintaining ethnic identity” (Smith, 1986). In addition, religion also serves as the framework for 

both social solidarity and conflicts in the society (Riesebolt, 2000). Thus, in multi-ethnic and 

religious countries such as Nigeria, it is contended that cause of political instability is accentuated 

by differences in religious and ethnic identities.  

 

In one of his classical works titled “The Elementary Forms of Religious Life”, Emile Durkheim 

(1858-1917) contends that religion is a “reflection of man’s representation of society” (Durkheim, 

1954). Religion according to the eminent sociologist serves as a foundation for a person’s 

identification within the society, because without the existence of religion, the social system of 
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the society cannot function (Olomojobi, 2013). In other words, religion and religious duties 

provide the basis for social harmony. It is also imperative to state that contemporary scholars have 

also echoed Durkheim’s classical views on the significance of religion in providing harmony 

among the people Wilson, 1982). Thus, to date, the most widely used definition of religion is the 

one provided by Durkheim in 1954 in which religion is viewed as “a unified system of beliefs and 

practices relative to sacred things, that is to say, things set apart and forbidden--beliefs and 

practices which unite in one single community called a Church, all those who adhere to 

them"  (Durkheim, 1954). Notwithstanding the significance of religion in human society, it has 

been observed that attachment and commitment to religious belief is more visible in developing 

countries where economic and social rewards are low (Batson, 1993).   As such, in places like 

Nigeria, religious beliefs and values have become significant part of the daily family lives in many 

communities (Kukah, 1993). 

 

Ethnicity: Ethnicity is a complex concept that is defined from different perspectives. But, the 

most widely used definition is the classical one provided in anthropological and sociological 

literature which view it as “something given, ascribed at birth, deriving from the kin-and-clan-

structure of human society, and hence something more or less fixed and permanent (Geertz, 1963; 

Isaaca, 1975; Stack, 1986). Ethnicity “results from inter-ethnic relations, whenever two different 

groups or societies come into contact and establish various modes of spatial, political- economic, 

cultural and social relations“ (Bacal, 1991). Therefore, its meaning depends on other concepts but 

more importantly on ethnic group and ethnic identity. This means that the concept of ethnic group 

as a collectivity that defines itself or identified by others in cultural terms is the most basic unit of 

derivatives (Bacal, 1991).  

 

Theoretical Framework 

Theoretically, this paper is anchored on Social Identity and Premordial Theories. Developed by 

the British Social Psychologists, Henry Tajfel and John Turner in 1979, social identity theory 

assumes that a person’s sense of who they are is defined by the groups that they belong. Arising 

from this central assumption, Tajfel and John Turner (1979) defined social identity as “that part 

of an individual’s self-concept which derives from his knowledge of his membership in a social 

group (or groups) together with the value and emotional significance attached to that membership” 

(Quoted in Sindic & Condor, 2014: 5).  Group membership according to social identity theorists 

provide people with a sense of distinct identity in the social world in relations to others. In 

addition, it also acts as a practical guide to action by imparting the norms and values that are 

associated with the expect patterns of a group membership.  

 

To this extent, Tajfel and Turner (1979) explained that the processes associated with social (as 

opposed to personal) identity underpin intergroup relationship (as opposed to interpersonal) 

behaviour. In other words, people perceive themselves and others in terms of group membership 

and consequently identify with the social group to which they belong. Therefore, the fundamental 

assumption that underpins social identity theory people tend to act towards others as group 

members rather than as distinctive individuals. As such, groups are the main drivers of both social 

conflict and social change and not individuals (Sindic & Condor, 2014).  

 

As for primordial theory, ethnic groups and nationalities exist because there are traditions of belief 

and action towards primordial objects such as biological features and especially territorial 

location. Relying on the basis of strong ties of kinship existing among members of ethnic groups. 

One of the proponents of primordial school of thought Donald L. Horowitz contends that it is the 

spirit of kinship that makes it possible for ethnic groups to think in terms of family resemblance. 

Furthermore, Geertz (1963) opined that individuals have natural link to perceived kinsmen. 
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Therefore, in times of   conflict, the ethnic tie will combine with other factors and interfere with 

civil societal bonds. Consequently, when viewed from the primordial lens, the concept of ethnicity 

in a multi-ethnic or pluralistic state like Nigeria becomes inevitable driving factor for ethno-

religious conflict. For example, the psychic designation of other ethnic groups as “they” against 

“us” is capable of creating intolerance, disharmony and consequently result in conflict.  

 

In view of the above explanations, social identity and primordial theories are considered as being 

appropriate in clarifying ethnic and religious induced conflict in Nigeria. This argument is 

predicated on the ground that Nigerians irrespective of their positions define themselves in terms 

of ethnic and religious orientations (Lewis & Bratton, 2000; Osaghae & Suberu, 2005; 

Canciopeytemi & Odukoya, 2016). To them, religion and ethnic considerations are more 

important than any social or class identity. 

 

Religion and Ethnic Affiliations as Security Issues in Nigeria 

Existing relevant literature on religious practices in Nigeria shows that majority of the ethnic 

groups belong to Islam and Christianity while others are inclined towards native and new forms 

of worshiping. The composition and spread of these religions in Nigeria also cut across ethnic and 

geographical zones. Whereas, the 2006 National Population Commission data reveals that 95% 

of Hausa-Fulani located within the Northern states are Muslims, in the Western region dominated 

by the Yoruba ethnic group, 60% are Christians, 30% Muslims, and 10% following traditional 

and other religions. Also in Igbo and Ijaw dominated South-East and South-South regions, 98% 

of the population are Christians while the remaining 2% are categorized as followers of Islam, 

traditional, and other forms of worshiping (NPC, 2006). This complex combination makes Nigeria 

as the foremost Islamo-Christian country in the world (Onaiyekan, 2008). Apart from becoming 

an integral aspect of citizens live, the concept of religion in Nigeria is also a very contentious and 

sensitive issue. Consequently, Nigeria is viewed as one of the most prominent countries in the 

world where the issue of religious identity is pronounced (Paden, 2008). This is because most 

Nigerians are more inclined to identify themselves with their religious affiliation than by any other 

means. 

 

 A survey conducted by Pew Forum in 2006 on religion and public life in Nigeria reveals that 

76% of the Christian respondents indicated their preference for religious identity instead of either 

Nigeria or African identity. In the same vein, overwhelming 91% of the Muslim respondents 

preferred to be identify as Muslims more than any form of identity (Pew Forum, 2011). This is 

why some observers contend that Muslims are most likely to show religious differences that may 

lead to conflict than their Christian counterparts (Lewis and Bratton, 2000; Lewis, 2007). In 

addition, findings of the study by Pew Forum as well as that of Ruby and Shah revealed that 

adherents of the two dominant religions do not trust each other. While 62% of Christian 

respondents said they barely or completely do not trust non-Christians, 61% of Muslims 

respondents also shared the same opinion (Pew Forum, 2011; Ruby and Shah, 2007). This shows 

that the likelihood of religious conflicts between the followers of these two dominant religions in 

Nigeria is very high due to their level of animosity towards each other.  

 

For example, across the country, violent religious incidences involving the Muslims and 

Christians have occurred with severe consequences. Historically, the first incidence of religious 

conflict in Nigeria started at Tafawa Balewa in 1953 part of present day Bauchi state (Osaghae et 

al. 1994). However, beginning from early 1980s to date, there have been increasing occurrences 

of religious conflict in various parts of Nigeria (Adah, 2013). These include the violent Kano 

religious uprising orchestrated by one Muhammadu Marwa Maitatsine in 1980, which later 

extended to Kaduna, Maiduguri, Gombe, and Yola. Nigeria also started the 1990s with the 
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Reinhard Bonnke, a German evangelist religious riot in 1991 as result of disagreement to his 

preaching in Kano. Others include, Kaduna sectarian riot following the introduction of Shariah 

Law in 2000, Jos riot in 2001 over the appointment of a Muslim politician as a coordinator of a 

federal government programme on poverty alleviation, 2002 riot over the Miss World beauty 

pageant that was scheduled to hold in Abuja, the 2004 fight between Muslim and Chritians in 

Yelwan Shendam in Plateau state, and the Jos riots of 2008 and 2010 over local government 

election and economic related issues (Harnischfeger, 2008; Krause, 2011). 

 

Ethnicity also has the potential to develop into obsession and aggression especially when it is seen 

and used as a tool for resolving social, economic and political competition in heterogeneous 

societies (Omu, 1998). Hence, it is argued that, the cultural forms, values, and practices of ethnic 

groups become political resources for elite in competition for political power and economic 

advantage (Brass, 1991). Moreover, rivalry arising from political competition is considered as the 

most important catalyst or instrument for ethnic violence (Omu, 1998). In other words, using 

common group consciousness for survival or quest to attain certain goals that are considered to 

be of great value and which are perceived as being blocked breed ethnic conflicts. Once these 

feelings are manifested they encourage discrimination, based on the concept of identity as 

represent by the practice of ‘We’ and ‘Them’ dichotomy in multi-ethnic societies (Galtung, 1995). 

This explains why ethnicity or politics of identity is a common problem in Nigeria as most of the 

conflicts are connected to unequal distribution of socio-economic and political privileges. In 

particular, these ethnic conflicts occur as a result of mistrust, suspicion, selfishness, and 

intolerance between the various ethnic groups.  

 

Thus, like the issue of religious identity, most Nigerians irrespective of their social status, 

circumstance or place have come to define their selves collectively or individually by their ethnic 

origins. A survey conducted by Lewis and Bratton in 2000 revealed that 48% which is represent 

nearly half of the citizens chose to identify with their ethnicity, and 21% preferred religious 

identity (Lewis and Bratton, 2000). Unfortunately, obsession with ethnic identity breeds conflicts 

among ethnic groupings especially in pluralistic societies such as Nigeria. Ethnic conflicts are 

conflicts that are perpetuated, supported and directed by members of a particular ethnic group 

against another (Vaaseh and Ehimore, 2011). Since the independence period of the country in 

1960, Nigeria has been characterized by bloody ethnic violence. The most prominent of these was 

the 1960-1970 Civil War arising from the attempt by the Igbo ethnic group from the southeastern 

part of the country to break away due to problem of marginalization within the federal 

government. After the Civil War, ethnic conflicts have continued to be a major security threat to 

the country (Adelugba and Ujomu, 2008). 

 

Some examples of ethnic conflicts that have occurred across different parts of the country from 

1981 to date with serious impact on the country’s national security management framework 

include, the Ife-Modakeke conflict in 1981; Niger Delta region conflicts; Igbo traders and Yoruba 

conflicts in Lagos; Aguleri and Omuleri conflict of 2000 in Anambara state; Bassambiri and 

Ogbolomabiri conflict in the 1990s in Bayelsa state; Nambe and Kalabari conflict 1996-1999; 

Andoni and Ogoni areas conflict of 1993-1994 in Rivers state; Ogoni and Okrika conflict in 1994-

1996; Sangama, Soku, and Oluasiri conflicts  in Bayelsa and Rivers states between 1993-2001; 

Conflicts in Warri and its environs between three main ethnic groups(Ijaws, Itsekri and Urhobo) 

over claim to land ownership that will enhance more benefits and influence from oil operations, 

1997-2000; conflict in Okitipapa area in Ondo state, 1998-2000; and the recent Nassarawa Eggon 

conflicts in 2013; Kubai and Adebo, 2008; Ambe-Uva, 2010; Kwaja, 2011).  

 

Discussions 
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Critical analysis of the above mentioned conflicts revealed that they are interwoven along ethnic and 

religious affiliations as such they are usually referred to as ethno-religious conflicts. The pattern of 

ethno-religious conflict has always being along the issue of Indigenes versus Settlers, Muslims versus 

Christians or Non-Muslims, Southerners versus Northerners; or more specifically, Yoruba against 

the Igbos, Biroms against the Hausa-Fulani, Angas versus Birom, Kataf versus Hausa, Jukun versus 

Kuteb, Tivs versus Idoma, and in some instances intra conflicts (among the same group). 

Furthermore, their occurrences are characterized by loss of lives, destruction of properties and 

damage to personal relations. For instance, 36 people were reported to have died and 241 wounded 

during the 1953 pre-independence ethnic conflicts in Kano, while 306 people were killed and 650 

wounded during the 1966 anti-Ironsi ethnic violence across the then Northern region, and hundreds 

killed during the 1967-1970 civil war (Osaghae et al. 1994).  

 

Similarly, in the aspect of religious conflicts several lives and properties have been lost. Some of 

them include the over 5000 people killed including security agents especially the military and police 

during the 1980 Maitatsine religious violence, over 1000 people killed during the 2001 sectarian 

violence in Jos, Plateau state, and the current Boko Haram religious insurgency in which over 13,000 

people have been killed, close to 2 million displaced, and hundreds kidnapped including the over 200 

secondary school girls in 2014 (Osaghae et al. 1994; Osaretin, 2013; Nwagboso, 2012; Owutu, 2013). 

Based on this reasoning, conflict scholars conclude that ethnic and religious sentiment is an all 

pervading evil which must be eradicated from (the) society, if social progress and political stability 

are to be achieved in Nigeria (Ajayi, 1998). 

 

In the light of the foregoing, it is apparent that religion and ethnicity occupy a central position in the 

personal and collective lives of most Nigerians. Consequently, several scholars have attempted to 

explain the persistent occurrence of conflicts in the country arising from the combination of these 

twin concepts by advancing different arguments. Firstly, it has been observed that the government in 

its attempts to counter the activities of some community or social groups provides fund and provide 

logistics to individuals and groups to launch attack against them. For instance, during the Kano state 

Maitatsine religious violence of 1980, the police were accused of inaction to prevent the occurrence 

based on directive from federal government despite credible intelligence on the ground. Thus, Kano 

state government blamed the federal government for implanting the intra religious conflict in order 

to find reason for invoking state of emergency in the state (KSG Report, 1981). 

 

Secondly, conflict scholars argued that some government officials including security agents are 

involved in the activities of religious and ethnic groups on personal basis as members. Furthermore, 

their membership of such organizations raises questions about their impartiality of dealing with 

problems arising from the activities of these groups, especially members of the security agencies and 

the judiciary (Imam-Tamin and Shehu, 2013). As in the case of Maitatsine incidence in Kano State, 

and the Nasarawa Egon of Nasarawa State where overwhelming evidence suggests that some security 

agents compromised their loyalty. For instance, the Police were accused of aligning with the ruling 

party and Maitatsine Sect in order to compound the security situation for the state government for 

being unfriendly to the NPN led federal government (Kukah, 1993). Similarly, several police and 

state security officers killed in 2013 by Ombatse militia group in Nasarawa Egon as a result of leaked 

information on planned security operation against the Sect by certain security agents as a result of 

divided loyalty or affiliation.  

 

Thirdly, the seeming inability of state to satisfy basic needs of the people has made them to 

withdrew from the sphere of the state into ethno-religious and communal cocoons, with 

heightened sensitivity to the roles of the “others” in their marginalization (Jega, 2004). This 

argument is further strengthened by the fact that when people experience crises in their economic 
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fortunes, they are more incline to see those that belong to another religion or ethnicity as their 

enemies (Makarfi, 2005). Lastly, in addition to the above mentioned factors, other causes of ethno-

religious conflicts in Nigeria include neglects, oppression, domination, exploitation, 

victimization, discrimination, marginalization, nepotism and bigotry exhibited by the political 

elites (Salawu, 2010). Based on this reason, the country is polarized, along ethnic, religious and 

economic divides. More especially, the widening gap between Muslims and Christians 

relationship (Adamu, 2005). Hence, individual and group interactions in Nigeria are largely 

defined and interpreted along religious and ethnic perspectives.   

 

As a result of this trend, different ethnic militia groups and religious organizations have emerged 

in several parts of the country with serious consequences for domestic security management. 

These include ethnic militia groups such as Odua People’s Congress (OPC) from the Yoruba 

ethnic group; and Indigenous People of Biafra (IPOB) from the Igbo ethnic group; Movement for 

the Emancipation of Niger-Delta (MEND), from the oil rich Niger-Delta region of Southern 

Nigeria; Arewa Youth,  from the Northern region, and several others across the country. Also 

existing side by side with these ethnic militia groups are some religious organizations such as the 

Christian Association of Nigeria (CAN); Jama’atul Izalatul –Bid’a Wa Iqamatul Sunnah 

(JIBWIS); Jama’atul Nasr Islam (JNI); Jama’atul Ahlis Sunnah Lidda’awati Wal-Jihad (Boko 

Haram), etc.  

 

On the whole, the foregoing discussion suggests that the existence and activities of these various 

ethno-religious militias and organizations have continued to exert negative impact on the 

behaviors of some security personnel entrusted with the management of the Nigeria’s domestic 

security. The most prominent being the obliteration of team spirit otherwise known as esprit de 

corps among the country’s security agents and weak loyalty to the state. Thus, the existing 

relationship among the security agents in the country today is characterized by mutual suspicion 

and strong loyalty to religious and ethnic affiliations.  

 

Concluding Remarks 

This paper has highlighted on the issue of religion and ethnic affiliations in Nigeria and their impact 

on the management of domestic security. To this extent, the paper reviewed some of the major cases 

of violent conflicts that have occurred from the early independence period of 1960 to date. A critical 

analysis of these conflicts revealed that they are closely interwoven along the two concepts of religion 

and ethnicity. This implies that a conflict that starts as result of religious disagreement can transform 

into an ethnic conflict and likewise an ethnic conflict can take a religious dimension. Hence, conflict 

scholars refer to the violent conflicts that have characterized the lives of Nigerians as ethno-religious 

conflicts. Findings of the paper indicate that religion and ethnic affiliations play important role in the 

lives of Nigerian citizens. 

 

 As a result of these affiliations, interpersonal relationship among the citizens including personnel of 

the security agencies is largely defined by religion and ethnic orientations. Consequently, this 

development has affected the effective management of the country’s domestic security. In particular, 

analysis of the paper shows that religion and ethnic affiliation especially among the security 

personnel have destroyed the traditional team work spirit otherwise known as esprit de corps and 

weaken loyalty of the personnel to the state. Hence, members of the security agencies particularly 

the police who are entrusted with the responsibility of maintaining law and order are facing some 

difficult challenges. It is therefore the position of the paper that the influence of religion and ethnicity 

on the behavioural pattern of some Nigerian security agents have complicated and made the 

management of domestic security difficult. Thus, the two concepts (religion and ethnicity) are 

considered as threats to the Nigeria’s domestic security management. 
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Abstract: The indigenous Nigerian societies are known to be governed by ethics and traditions 

passed down from one generation to another through the different traditional and cultural 

practices which were used to maintain peace and orders in the various indigenous Nigerian 

communities. Over the years, due to development and modernization, the expected roles of the 

traditional rulers in helping to maintain the sanity of the society have changed sporadically; in 

fact, they are somehow relegated to the background. This notwithstanding, the leadership status 

and influence of these traditional rulers are still much intact because they are highly regarded 

and still very much relevant and effective in peace building and conflict resolution within their 

different domains in Nigeria. This study examines the importance of the roles of traditional rulers 

in peace building and conflict resolution in Nigeria and advocates the need to make them more 

relevant in the present process of governance as their impact cannot in anyway be underrated. 

This work reveals that the nation Nigeria is one which is built on the foundation of the local 

indigenous micro and macro societies which is a common feature in a typical African community 

which hallmark is the running of communities by indigenous traditional rulers. Survey method of 

research using mainly unstructured interview and secondary sources of information through 

literature review of text, articles etc. were employed in this work. The study established that 

traditional leaders’ role in peace-building in the various indigenous societies has been highly 

successful and recommends that such system should be infused into the contemporary system of 

governance in Nigeria.  

 

 

Keywords: Conflict Resolution, Ethics, Peace-Building, Traditional Rulers 

 

 

Introduction  

Management of conflict can be carried out in two major ways, either as a peace-building 

mechanism or through conflict resolution processes. The peace-building style is rather preventive 

as against the conflict resolution process which is more of curative.  Conflict management refers 

to the management of conflicts by which parties of a conflict come together to solve their conflict 

or differences (Makumi Mwagiru, 2006). According to Kopytoff (1971), conflict resolution in 

Africa involves corporate efforts among responsible and reliable adults (elders) who are 

considered as ancestors in the society significantly, these elders are seen as principle characters in 

unfolding conflict resolution drama. Traditional leaders are known with different names and titles 

depending on the society they belong to and their assumption of power is either by hereditary or 

by appointment. It is believed that these set of rulers have long been involved in conflict 
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management in their domains by creating a balance in the process of mediation and tribal disputes 

which sustained reconciliation process, thus aiding the maintenance of peace and orders in the 

society. The Traditional Rulers are presumed to have the adequate knowledge of their people and 

events both past and present which relates to them and their various neighbors, thus making it 

possible for them to have easy, quick and impactful result in Conflict resolution. 

 

The African traditional approaches to conflict resolution are those rooted in the norms, values, 

and traditions of the people. According to Malan (1997), the social structure of African traditional 

groups is largely based on generational lines and age-sets. Elders from the senior generation set 

play the roles of political and spiritual leaders of the society by laying down rules and procedures 

for doing things such as procedures to imitate warriors, settle disputes, sanction raiding 

expeditions and determine grazing areas in their transhumant pattern. The elders were recognized 

as having authority to act as arbiters and give judgment on the rights or wrongs of a dispute 

submitted to them and suggest a settlement though they may have had no power of physical 

coercion by which to enforce them (Fortes & Evans-Pritchard 1940). 

 

The Traditional African system of governance has continued to maintain its various unique values 

and identity through the projections of their cultural practices within which is embedded different 

positive beliefs and ideologies which includes the strategies and processes of conflict 

management.  The traditional rulers are known to take charge of their various societies through 

strategic decision making, promotion of peace-building values through the teaching and 

enforcement of morals which have produced eventful positive results but most unfortunately, this 

cadre of leadership in the present Nigerian has gradually lost its highly esteemed status because 

the institution has now been permeated with the corrupt influence of politics and  economic 

powers which to certain extent now bestows the position on the wealthy personalities within the 

society. However, this development will not in any way undermine the importance of traditional 

rulers most especially with regard  to their impact in conflict management and this should further 

be taken to the next level of been given international recognition. The non-recognition of the 

traditional leaders of the different ethnic societies has led to increased conflicts and hostilities in 

Nigeria and this has the potential to continue by the day (Mwinyi H M, 2014). The fact that 

traditional leaders helps in the socialization process of their communities will actually make them 

relevant and useful in building peace and solving inter-clan conflicts in their various domains.  

 

Conceptual Clarifications 

Conflict Management:  Conflict management implemented within a business environment 

usually involves effective communication, problem resolving abilities and good negotiating skills 

to restore the focus to the company's overall goals. 

 

Conflict Resolution: Conflict resolution, “explores the causes of the conflict, particularly causes 

in the form of unmet or threatened needs for identity, security, recognition, autonomy, and justice” 

(Kelman, 2004). It is a creative, problem-solving process that seeks to transform the relations 

between conflicting parties by addressing fears and needs, building a working trust and producing 

options that satisfy deep concerns of all involved. If it is successful, conflict resolution secures a 

strategic change in relationship – from enemies to a resemblance of partnership.  

Conflict Settlement: This is the more traditional form of Western-style peacemaking. It may be 

secured when the parties come to a ‘hurting stalemate’ or otherwise find the idea of continuing 

the hostility intolerable (Kelman 2004). The settlement changes the situation and, ideally, 

provides a measure of certainty that the future circumstances will be less violent, but the goal of 

settlement is not a relationship change. 
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Peace-Building: According to Spence (2001), peace building includes those activities and 

processes that focus on the root causes of the conflict, rather than on just the effects. She also 

emphasised that such activities must i) support the rebuilding and rehabilitation of all sectors of 

the conflict ravaged society; ii) encourage and support interaction between all sectors of society 

in order to repair damaged relations and start the process of restoring dignity and trust; iii) 

recognize the specifics of each post conflict situation; iv) encourage and support the participation 

of indigenous resources in the design, implementation and sustainment of activities and processes; 

v) and promote processes that will endure after the initial emergency recovery phase has passed. 

This is the sum of an adequate peace building process. 

 

Traditional Rulers: The traditional rulers are those vested with the right of leadership over the 

people under the native law and customs of the people. Most often times, the assumption of 

traditional leadership position is hereditary in nature most especially among the Yorubas and the 

Hausa tribes of Nigeria except in some rear cases where it could be by election by traditional lay 

down rules. The traditional ruler has within his disposal the combination of the legislative, 

executive and the judicial authority.   

 

Literature Review   

Chris Chapman and Alexander Kagaha,( 2009) opined  that traditional community based 

mechanisms such as the use of traditional leaders in conflict management are still used in 

regulating conflict and providing justice in Africa, therefore, their role in mediation processes 

should not be overlooked. Conflicts existed long before colonization of Africa and it was the task 

of the traditional leaders to solve these conflicts therefore it is important to recognize them in 

international conflict management. Most of the African societies still prefer the use of traditional 

and informal justice and reconciliation forums to help in conflict resolution because most of the 

populations still live in the rural areas, limited infrastructures in the state justice systems and the 

unfair justice systems provided at the formal courts which tend to favour the rich in society hence 

it cannot be trusted. The traditional elders and chiefs have been mediating in violent conflicts 

where they give penalties which focus on compensation and restitution in order to restore status 

quo. These leaders also act as facilitators in conflict resolution whereby they reconcile parties by 

helping them negotiate in a peaceful manner so as to live harmoniously in the community (Tinashe 

Rukuni et al, 2015). African societies also have a preference for traditional institutions because it 

deals with reconciliation, well embedded in the African culture, allows flexibility in its 

proceedings and re-establishes social harmony (Zeleke Meron and Ye Shakoch Chilot, 2010). 

Nonetheless, their role in mediation of conflicts has remained null, since the conflict managers 

and Local government institutions have gained popularity in international conflict management. 

Traditional community based mechanisms such as the use of traditional leaders in conflict 

management are still used in regulating conflict and providing justice in Nigeria therefore their 

role in mediation processes should not be overlooked (Chris Chapman and Alexander Kagaha, 

2009). Traditional leaders tend to develop peaceful relations while the political figures make deals 

to stop the conflict or by resolving the conflict in war meaning that wisdom is often ignored 

(William  I. Zartman,  2000). 

 

 

Theoretical Framework: 

This study uses primary and secondary method of data collection. Information were gathered 

through unstructured interviews and pre-existing information from text, journals, discussions etc. 

Analysis of relevant data generated is presented in charts and graphs. The theory adapted in this 

study is the “Identity Theory”. This theory has been found useful in dealing with conflict situations 

most especially among inter-groups. The concept of identity can be invoked to defend political, 
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cultural and social positions because identity carries authority – identity is its own authority, 

beyond rationality, preference, choice (J. Mitchell 2007). The locations of identity have been 

differently defined within the academic field of social psychology, where two main streams of 

theory have emerged: identity theory – considering roles, behaviours and intra-group relations 

and social identity theory, focused on perceptions, feelings and inter-group comparison. Ideally, 

conflict and peace theory can draw from both in discussing the relation of identity to conflict and 

its resolution. One identity theorist posits three general locations of identity – social, role and 

personal (Stets 2006), however, it seems role identity (how individuals relate by enacting a role 

and counter-role) is the primary focus. Social identity theory may draw a continuum of identity 

between personal and social identity extremes (Smyth 2002). The core insight of social identity 

theory for conflict resolution is the in-group/out-group self-categorisation phenomenon where one 

identifies with one group that she then favours over another, dissimilar group. Let us simplify for 

this paper and think about identity as located in two primary places: the person and the collective 

or group. Substantively, we can define identity also as double-sided: an “abiding sense of the self” 

plus one’s relationship to the world (Northrup 1989, 55). We will notice that these two aspects of 

identity are inextricably related. Similarly, descriptions of one are often relevant to the other, at 

least from a conflict studies perspective. 

 

Particularly employed in this theory is the theory of ‘’Ethnic Identity”’. Ted Gurr (2000) in his 

important study of conflict at the turn of the millennium (2002) conceptualises the important 

current idea of ethnic identity. He defines the ethnic group as a people with a shared, distinctive, 

and enduring identity arising from common experiences, descent, and/or cultural traits. From this 

broad depiction, he generates a typology of groups according to the bundle of associated aspects 

that combine with the ‘ethnic’ element, such as behaviours and beliefs, language, religion, 

geographical location, etc. Ethnic identity is thereby not instrumental or primordial, but socially 

constructed and salient (significant) as it becomes needed and applied. Other theorists, Ruane and 

Todd (2007), understand ethnicity to be that which binds one group together as distinct from 

another (or others) in a concrete, limited space over unlimited, continuous time and generations. 

Notably, they point to the “thinness” of the ethnic category, requiring content from other “cultural 

‘stuff’” which we usually see mixed into ethnicity. Ethnicity is a thin category of identity, 

indicating peoplehood (a people group with shared experience) in a distinct place over time. Into 

this category other elements are added to flesh out its meaning and depth.  

 

Role of Traditional Rulers in Conflict Management  

The traditional conflict management models employs the skills, approaches, styles, models, 

strategies and methods which are indigenous and peculiar to a traditional society in Nigeria. The 

Traditional Institution has been described to be a kind belonging to an association anchored on 

the cultural heritage in Africa (Ayittey, 1991). Traditional rulers are distinct to Nigeria crisis 

because they are made up of key players whose input influences the conflict both positively and 

negatively, therefore any attempt to examine Nigeria conflict cannot be examined in totality 

without a study of their input in conflict management and the quest to find positive peace in 

Nigeria.  It is believed that within the prevailing conflict there are individual actors who double 

up as domestic constituent on one hand and on the other are a part of a process of finding a 

solution. Besteman C. (1999) refers to these actors as the traditional leaders. Some of the identified 

roles of traditional leaders are itemized as follows: 

a. Complementary Role: The role of traditional leaders has been described to be 

complementary in nature and not competitive compared to the national and regional 

initiatives (Gilbert M. Khadiagala, 2001). The effect of this is that where the traditional 

leaders are ascribed legal and official roles in governance, it will help to complement the 

work of the political office holders, thus alleviating their burden of governance.  
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b. Mediator Role: Touval (1963) states that, traditional elders have played a critically 

important role in mediating and regulating the interactions within and between local 

communities. The clan leaders in Nigeria have been known to facilitate communication 

and act as mediators in Nigeria peace processes whether at clan level or national level by 

bringing together the business leaders and militant leaders in a round table of discussions 

to maintain peace in their area of jurisdiction, therefore these leaders can make peace or 

bring war making them elusive characters in international conflict management that if not 

studied and handled carefully can create havoc in Nigeria with or without a stable a stable 

government. For instance there was less enthusiasm when the Transitional Federal 

Government of Nigeria drafted a constitution to put in place a stable government in 2014 

which was more focused on state building that peace building undermining the 

reconciliation efforts in the country since most resources were geared towards capacity 

building hindering the healing process yet this is more important than any development of 

a country since the stability of a country depends on the positive peace and not national 

development. Many local stakeholders felt this downward approach to peace building was 

doomed to fail due to no conflict transformation and not participatory of the local leaders 

who are vital in instilling peace in a conflict prone society(Sigrid Gruener et al, 2014). 

c. Mobiliser Role: Besteman (1996) argues that traditional elders have the experience and 

authority to mobilize human and other resources for communal security. As a result of the 

respect accorded to clan elders, the Traditional administration for instance consults them 

and secures their support before taking any action on security issues that would affect their 

people, such as banditry, militia roadblocks, kidnapping of foreigners, the rebellion of a 

clan against the government, and disarmament.  

d. Advisory Role: Ahmed (1995) observes that the role of elders is not confined to the 

‘traditional’ sphere which is true in Nigeria where the traditional elders are often engaged 

in modern government institutions to advice and give guidance as and when they are 

required. Moreover, in Nigeria there are laws and role as guardians of peace and security 

has been institutionalized in the State Assembly members cooperate with the local clan 

elders in containing; settling, preventing and resolving inter group conflicts (Tobias 

Hagmann, 2007).  

 

Best Medium of Conflict Resolution in Nigeria 

This research carried out a study in three major cities in Nigeria, precisely, Ibadan in Oyo State, 

Iyana-Ipaja in Lagos State and Gwagwalada in Abuja, which examines the best medium by which 

the process of conflict resolution can be undertaken in Nigeria conflict. To this extent, respondents 

were asked to state the best medium that could be embraced which will help to effectively address 

all kinds of conflicts in Nigeria and the result is generated in table 1.0 below:    

 

Table 1.0: Showing Best Medium of Conflict Resolution in Nigeria 

 
Variable         Respondents   Percent 

 
Traditional Institution as a more better medium     27   26.5%  

International Organisation as a more better medium   24   23.5%  

Court as the best medium through the process of Litigation   21   20.6%  

Political Institution through Executive Ad hoc Committee 9   8.8%  

Multi-door Court House Arbitration     15   14.7%  

Judicial Panel of Inquiry through Tribunals    6   5.9%  

 
Source: Field Research Data, Author, 2019  
 

Total  102   100 %  
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From the above table, the researcher used unstructured interview method to generate information 

which is displayed in the table. The Respondents were presented with six medium of conflict 

resolution mediums from which they make a choice of their presumed most effective in dealing 

with conflicts in Nigeria conflict. Out of the 102 respondents, 27 of them stated that the Traditional 

Institution are the best forms of Conflict Resolution in Nigeria and this came up as the highest 

with 26.5% among all other options. This therefore, justifies the position presented by Maureen 

(2015) through an interview where it was stated that; “Traditional elders should be included in 

the conflict management of the communal conflicts in Africa and not politicians because they 

understand the conflict dynamics better...”  

 

The advantage of using Traditional Rulers as the Instrument of Conflict Resolution in 

Nigeria   

This research using the same respondents tried to find out the reason for the preference of 

Traditional Rulers as  better medium for Conflict Resolution in Nigeria and the answers provided 

by the Respondents are analyzed as presented in the Table below:   

 

Table 2.0: Showing the advantage of using Traditional Rulers as the Instrument of Conflict 

Resolution 

 
Variable           Respondents      Percent  

Quick and Effective   12  11.8%  

Absence of Intimidation   36   35.3%  

Transparency   30   29.4%  

Sustain Friendship and Peaceful Co-existence   15   14.7%  

Less Expensive  9   8.8%  

Total  102   100%  

Source: Field Research data, Author, 2019  

  

The above figures presented to us in different percentages are the advantages which the 

respondents presumed that the Traditional Institution as medium of Conflict Resolution has above 

other mediums. In this regard, considering the implication of the advantages that the use of 

Traditional Rulers or Institutions will present if used as a medium of conflict resolution, this 

research therefore recommends that this institution should be effectively reviewed and officially 

incorporated into the Nigerian Law.  

 

 

 

Enhancing the Effectiveness of Traditional Rulership Institution in Conflict Management 

In view of the outcome of this research, there is the need to rightly position the Traditional Rulers 

institution in Nigeria for effective management of Conflict in their various domains by further 

enriching them. Some of the ways to do this are examined as follows: 

1) Endowment with Effective Constitutional Role: The Traditional institution of 

leadership is vital and relevant in governance and should no longer be relegated to the 

background, being that it is a bridge between the people and the government and when 

they are given effective constitutional roles, it helps to relieve the burden of government 

as it relates to issues that borders on governance for the local communities. Constitutional 

roles give modern legitimacy to effectively operate within the purview of the law and also 

provide effectively avenue of the monitoring and caution of such operation in case of 

abuse. 
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2) Exposure to adequate formal and informal training: The traditional rulers are believed 

to be endowed with wisdom and requisite knowledge of traditional values which is 

employed in running the affairs of their various communities but most often times because 

of the hereditary process of assuming this role, it is very possible that some of those who 

might occupy this position might not have the required knowledge required in the art of 

governance. Even where such is not the case, the modern society is very well advanced 

and it will require the acquisition of modern knowledge in governance to effectively run 

any society  be it at the local level or state level in this modern age. Thus, the state should 

provide both formal and informal training on the art of governance particularly on the field 

of Peace-building and Conflict Resolution for those who occupy the traditional leadership 

of their various communities. 

3) Enlightenment and Propaganda: The importance of the office of the Traditional Rulers 

especially for the purpose of Conflict Resolution should be presented and projected to the 

people through necessary medium of enlightenment and propaganda. This will make the 

entire societies and most especially those who could naturally be a deviant to such 

institution accord it the necessary regard expected foe its operation. It will also make the 

people explore such avenue in case of conflict. 

4) Incorporation into the Legal System: The position of the Traditional Rulers for the 

purpose of conflict resolution in crisis situations will become very effective and relevant 

if incorporated into the official judicial system of the country either as a separate and 

distinct arm or infused into the present operational model. It will make our judicial system 

to be rich and effective in administering justice most especially on any issues that bothers 

on the traditions and values of the people. 

 

Explanations of the Findings 

This research finds out that the present status of the Traditional Rulers in Nigeria is synonymous 

with that of a minister without portfolio, a mere ceremonial office without any particular 

responsibility. This has therefore made the operation of their office of no significant legislative or 

executive impact. In fact, as at present, the operations of the Traditional Rulers are subjected to 

the control of the Local Government Councils. 

 

 Thus, the outcome of this study leans on the support of engaging the traditional Rulers in the art 

of effective management of Conflict in Nigeria. Table 1.0 shows that 26.5% of the Respondents 

asserts that The Traditional Ruler System is a better medium of resolving conflicts in Nigeria and 

this stands as the highest rating above all other mediums like the Court of Law, International 

Organisations, The Executive Ad hoc Committee or Judicial panel of inquiry. In furtherance of 

the support for the usage of Traditional Rulers System as a better medium of conflict resolution, 

table 2.0 presents to us the believes of the Respondents as regards the benefit of using Traditional 

Rulers System above all other systems of conflict Resolution. The summary of the table is the fact 

the Traditional Systems of Conflict Resolution is quick, effective, transparent, less expensive and 

promotes peaceful co-existence. All these characteristics are the features of a viable conflict 

resolution medium in any given society. Thus, in the final analysis, the fact and figures presented 

in this research advocates the need for the Nigeria Government to consider the effective use of 

the Traditional Rulers System in dealing with conflict situations in the country. 

 

Summary, Conclusions and Recommendations 

This study has been able to look at the importance of using the Traditional Rulers as a tool or 

medium of resolving both local and National issues in the Country. The research observes that if 

there will be lasting solutions to the prevailing ethnic and political crisis in the nation, the 

Traditional Rulers are germane and indispensable key players as they are the closest to the people 
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in their various communities. The role of Traditional Rulers in conflict management in Nigeria is 

very important and should be fully incorporated into the Nigeria Law, since the basic objective of 

the traditional elders is to maintain peace and order in their various communities. This study 

therefore recommends that traditional rulers be given official effective roles in the art of 

governance particularly as it pertains to settlement of conflicts in their domain and the general 

political operations of the country and should also be fully incorporated into the Nigeria Judicial 

System of adjudication.   
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Abstract: Computers are becoming increasingly common and crucial at home, banks, industries, 

schools and among security agencies. The 21st century appeared to be a century of possibilities 

and opportunities with the introduction of the advanced Information Technologies (IT) for both 

legal and illegal activities. The widespread use of computers and computer networks have 

changed the way people communicate, transact business, and maintain records. Terrorists, 

hackers, criminals and spies are increasingly using computers, computer networks and encryption 

products to carry out heinous acts known as cybercrime or electronic crime, e-crime or computer 

crime. Safety is one of the basic needs of people; therefore, the state has to be one step ahead of 

the criminals in terms of the use of technology, or the control of technology in order to prevent 

unlawful actions in cyberspace. This paper examines the repercussions of cybercrime on 

Nigeria’s cyber security in the 21st century. The paper recommends among others that: 

government should employ the services of Nigeria Communication Commission (NCC) and cyber 

analysts to sensitize the citizens on the danger and consequences of Cybercrime. This can help to 

reduce the level of victimization in the country. 

 

 

Keywords:  Computer, Cybercrime, Cyberspace, Cyber security, Hacking 

 

 

Introduction 

Bennett (2007) argued the development of information technology especially from 1980’s 

onwards has given rise to variety of computer related crimes which are commonly called 

cybercrime. The 21st century appeared to be a century facing serious cyber insecurity due to the 

emergence and the use information technologies for both legal and illegal activities. It has led to 

the emergence of cyber crimes and web insecurity affecting nations, corporate organizations and 

individuals. The widespread growth of cyber insecurity has become a matter of global concern 

and a challenge for the law enforcement agencies.  

Nigeria is not an exception as it faces web insecurity threatening security agencies, banking sector 

and many more. Criminality against Nigeria’s cyber space include: hacking, cyber theft, cyber 

stalking, identity theft, cyber vandalism, cyber pornography, cyber defamation, cyber espionage, 

cyber terrorism, E-mail frauds , illegal data acquisition , cyber advance fee fraud. These become 
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a threat to Nigeria’s cyber security. In Nigeria many people become affected with the activities of 

cyber criminals, specifically using dubious ways to scam money from the banks.   

Hoar (2010) opined that cybercrime has become a major problem for the 21st century, in relation 

to both prevention and detection of the growing number of associated activities. Cybercrime is 

the fastest-growing area of crime. Many countries around the world are becoming increasingly 

dependent on digital networks and the opportunities for committing cybercrime are increasing, as 

the computer increasingly becomes a central component of commerce, education, health, 

entertainment and many more.  

 

According to Burden (2003) due to peculiar nature of cybercrimes, it can be committed 

anonymously and far away from the victim without being physically present. Cyber criminals, 

have a major advantage, they can use computer technology to inflict damage without risk of being 

caught. Siegel (2013)opined that the crimes cover a wide range of illegal computer-related 

activities such as: theft of communication services, industrial espionage, dissemination of 

pornographic and offensive material in cyber space, electronic money laundering and tax evasion, 

cyber vandalism,  frauds, hacking, cyber stalking, identity theft, malicious software, cyber 

defamation, cyber terrorism are committed anonymously and the offender cannot be detected. 

Bennett (2007) argued that the technological revolution especially in the 21st century has provided 

new tools to misappropriate funds, damage property, and sell illicit material. The internet age also 

provided opportunities for organized criminals who formed local gangs in to transnational 

criminal organisations whose illegal activities span not only national borders but continents. 

Criminals are becoming more technologically sophisticated, routinely using internet to carry out 

their criminal conspiracies. The widespread use of computers and the internet has ushered in the 

age of Information Technology (IT) and made it an intricate part of daily life in most nations.  

Crucial functions are carried out online, ranging from banking, transaction and shipping. Because 

of its scope, depth, and usage, the internet has opened up a broad new avenue for illegal activity. 

Against this background, the study examines cyber crime and its repercussions on Nigeria’s cyber 

security in the 21st century. 

 

The Conceptual Explanation: Cyber crime  

According to Davis (2003), the concept of cybercrime is not so much different from that of 

conventional crimes as both include conduct, whether act or omission, that causes violation of 

laws. The Council of Europe’s Cybercrime Treaty uses the term cybercrime to refer to offences 

ranging from criminal activity against data to content and copyright infringement. It also includes 

activities like: fraud, unauthorized access, pornography and cyber-stalking. It is a crime 

committed using the internet or another computer network as a component of the crime.  

Cybercrime is related to the use of technology, computers and the internet and it concerns 

governments, industries and citizens worldwide where it takes the form of either piracy, phreaking 

(obtaining free telephone calls), cyber stalking, cyber terrorism and cyber pornography. Instead 

of robbing bank using gun, a new group of contemporary criminals founds it easier to hack into 

accounts and transfer funds to offshore banks. Instead of shoplifting from a brick and mortar store, 

the contemporary cyber thief devises clever schemes to steal from internet (Brenner, 2002).  

According to Holinger (1997), cybercrime refers to various forms of computer-related, computer-

assisted and computer mediated crimes. Cybercrimes are basically violations of criminal law, 

perpetrated through the use of computers or information networks.  

 

The Evolution Cyber Crime 

 When computers and networks came in to being in the 1990’s, hacking was done basically to get 

more information about the systems. Hackers even competed against one another to win the tag 

of the best hacker. As a result, many networks were affected, right from the government, military 
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to commercial organizations. Hacking started making networks and systems slow, as hackers 

became more skillful, they started using their knowledge and expertise to gain benefit by 

exploiting and victimising others (Willson, 2008). 

 

 As the technology progressed worldwide, the complexity of the crimes has also grown 

enormously. The computer and internet technologies have made it possible for criminals to 

commit the most sophisticated crimes ever. Cybercrime is any criminal activity that uses a 

computer either as a means of perpetrating further crime. In other words, cyber crime is an 

unlawful act where the computer is either a tool or a target or both (Lee, 2004). Cyber crime is 

the theft and/or destruction of information resources, or funds via computers, computer networks, 

or the internet. It is a criminal activity conducted through electronic networks, or involving the 

use of new information technologies which resulted to electronic money laundering, personal 

identity theft and electronic hacking (Gul et al, 2012).  

 

Cyber Crime and Victimization  

Cyber criminals commit the crime whenever they get access against individuals, property and 

government. Anonymity gives them advantage of perpetrating the act against the victims.  

 

 Individual Victimization 

According to Paranjape (2011) this type of crime is against an individual, it can be in the form of 

cyber stalking, harassment via e-mail, defamation, unauthorised access to computer systems, 

fraud, cheating and pornography etc. Many countries are taking this category of crime very 

serious, because it require joint effort to reach and arrest the perpetrators.  

 

Government Victimization 

Paranjape (2011) further expressed that crimes against government are referred to as cyber 

terrorism and cyber espionage. If successful, this category can wreak havoc and cause panic 

amongst the civilian population. In this category, criminals hack government websites, military 

websites or circulate propaganda. The perpetrators can be terrorist outfits or unfriendly 

government of other nations. Cyber crime against the state include: possession of unauthorized 

information or cyber espionage, cyber terrorism, distribution of pirated software, trafficking 

financial scams etc. Government institutions in Nigeria also become target of cyber offenders. 

Institutions such as the security forces, National Examination Council (NECO), West African 

Examination Council (WAEC) and  Joint Admission and Matriculation Board (JAMB).  

  

Property  

Just like in the real world where a criminal steal and rob, even in the cyber world criminals resort 

to stealing and robbing. In this case, they can steal a person’s bank details and siphon off money, 

misuse the credit card to make numerous purchases online, run a scam to get naive people to part 

with their hand earned money, use malicious software to gain access to an organisation’s website 

or disrupt the systems of the organisation. The malicious software can also damage software and 

hardware, just like vandals damage property in the offline world. Cyber crime against property 

include: computer vandalism, transmission of virus, unauthorised access over computer system, 

intellectual property rights violations, internet time-theft, sales of illegal articles ( Paranjape, 

2011). 

 

Typology of Cyber Crimes and its Repercussions 

When any crime is committed over the internet it is referred to as cyber crime. There are many 

types of cyber crimes and the most common ones are explained below: 

 



Dutse International Journal of Social and Economics Research Vol. 2, No. 1 July 2019 

  

 

145 

 

Hacking 

Hacking is the most common form of cyber crime in these days. It is a crime where a person’s 

computer is broken in to so that his personal or sensitive information can be accessed. In some 

nations, hacking is classified as a felony and punishable as such. In hacking, the criminal uses a 

variety of software to enter a person’s computer and the person may not be aware that his computer 

is being accessed from a remote location. The reason why hackers indulge in this crime may vary 

from monetary gain to political reason (Forbe, 2011). 

 

Hacking may be web-jacking, e-mail bombing, Trojan attacks, virus attacks, password cracking 

etc. Web- jacking as a form of hacking is a forcefully taking over control of a website of the 

victim. The motive is usually ransom or attainment of some illegal political purpose. E-mail 

bombing means sending large number of mails to the victim who may be an individual or a 

company to cause confusion or harassment. Trojan is an unauthorised programme which gains 

control over another’s system by representing itself as an authorised programme ( Lopucki, 2001). 

Therefore, individuals and corporations faces challenges of hacking their website, bank account 

and email. In most recruitment in Nigeria by the police, immigration, National Drugs Law 

Enforcement Agency, custom and the military do warn the public that hacker do create different 

websites with the name of such security agencies with aim of duping the applicants. The 

Independent National Electoral Commission (INEC) which is a body responsible for conducting 

elections in Nigeria also complained that hackers usually tried as much as possible to infiltrate 

into it website. Examination bodies such as WAEC, NECO and JAMB also face serious hacking 

in altering examination results in their websites.  

 

Identity Theft 

This has become a major problem with people using the internet for cash transactions and banking 

services. In this crime, a criminal access data about a person’s bank account, credit cards, social 

security debit card and other sensitive information to siphon money or to buy things online in the 

victim’s name. It can result in major financial losses for the victim and even spoil the victim’s 

credit history (Gul et al, 2012). 

 

In Nigeria, online hackers send messages to different people requesting their bank details. For 

example one of the authors received a message via my phone read as “Your ATM card has been 

deactivated, to activate it please contact the following phone number…..” When he called the 

number, the person requested for his account number, last four digits of my ATM card and how 

much is in my account. 

 

 The author later requested from the person to tell him the bank am operating with, but he failed 

to do so. They use identity theft to withdraw money from the victim’s account whenever he 

supplies the information they rested from him. Many people become victims who supplied their 

bank details to these criminals, as they lost huge amount of money from their accounts.  

 

Cyber Pornography 

Pornography on the internet may take various forms. It includes hosting of website containing 

some obscene materials. Such material tends to pervert and corrupt the mind of the people. A 

person who publishes or transmits pornographic material corrupt the persons who are likely to 

see, read or hear the matter contained or embodied in it. Cyber pornography is liable to punishment 

which may extend to imprisonment or fine. Cyber criminals solicit minors via chat rooms for the 

purpose of child pornography. The criminals attract the children by providing them with 

pornographic materials (Sastry, 2001). 
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Therefore, cyber pornography becomes pervasive in Nigeria. Adults who are into human 

trafficking designed website that are phonographic that draws the attention of under age. They 

draw their attention using pornographic material and money to defeat them. Young ladies are 

supplied to the elites who need them via pornographic sites. Different pictures are uploaded with 

their address for contact. Young children boys/girls were recruited through this avenue and 

transported to western world with the name of work, which they end in prostitution.   

 

Cyber Defamation 

Cyber defamation is not different from conventional defamation except what it involves the use 

cyber space medium. Any derogatory statement which is intended to injure a person’s name or 

reputation on a web-site or sending e-mail containing defamatory information to some other 

person constitute the offence of cyber defamation ( Magutu et al ,2011 ). 

 

In Nigeria cyber defamation is commonly found among politicians. Politicians employ the 

services of cyber criminals to defame the character and reputation of their opponents and posted 

online. This is found among those aspiring for presidential, gubernatorial, national and state 

assemblies’ elections. Different sort of abuse are posted on line abusing the opponent especially 

during electioneering processes. This act is against section 37 of the 1999 constitution of the 

Federal Republic of Nigeria that is right to private and family life. It stated that “the privacy of 

citizens, their homes, correspondence, telephone conversation and telegraphic communications is 

hereby guaranteed and protected”. Therefore defaming some ones character through cyber space 

is a violation against this section of the constitution 

 

E-mail Frauds (Spam)  

E-mail is a popular device for distributing fraudulent messages to potential victims. The criminal 

has little chance of being detected or identified. The most common e-mail fraud is “phishing”. 

Phishing is a situation where some identity thieves create false e-mails or websites that looks 

legitimate but are designed to get illegal access to a victim’s personal information to commit the 

crime (Paranpaje, 2011). 

 

Many people receive fraudulent messages through their emails. Yahoo Boys are the most popular 

fraudulent in Nigeria on cyber space. For example, one of the authors recently received a message 

that reads “Dear Ahmed, I am a woman from Australia who has decided to donate what I have for 

humanitarian investment. I found your email on the internet and decided to contact you for this 

investment…….. Mrs. Lee. The person requested for author’s full name, address and bank details. 

Many people received these fraud mails online, anybody who supply his information would 

definitely become a victim.  

 

Illegal Data Acquisition (Data espionage) 

Sensitive information is often stored in computer systems. If the computer system is connected to 

the internet, offenders can try to access this information via the internet from almost any place in 

the world. The internet is increasingly used to obtain trade secrets. The value of sensitive 

information and the ability to access it remotely makes data espionage highly interesting (Barney, 

2012).   

 

In Nigeria, cyber criminal engineers involve tricking other people through interaction and gain 

access to their computers. They target business secrets and data stored on private computers. For 

example communication companies in Nigeria such as MTN, Glo, Airtel and 9mobile have 

complained that hackers acquire free air time and data by infiltrating into their computer cyber. 

The companies lose millions of Naira through data stolen by the cyber criminals. The Nigeria 
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Communication Commission (NCC) also warned corporate bodies and individuals that hackers 

will use cyber space to acquire illegal data; as such people should be cautioned and be alerted.  

 

Libel and False Information  

The internet can be used to spread rumours, just as easily as information websites can present 

false or defamatory information, especially in forums and chat rooms, where users can post 

messages without verification. Deformation on internet can injure the reputation and dignity of 

victims to a considerable degree as online statements are accessible to worldwide audience. The 

moment information is published over the internet; the author loses control of this information 

(Clough, 2010). 

 

False information via cyber space becomes pervasive in Nigeria. For example recently false 

information was spread via internet that president Buhari is late when he left the country on 

medical visit. During the 2011, 2015 and the recent 2019 presidential elections there was lot of 

online false information on fabricated results favouring some political parties in the country. 

Usually the information is not official; the electoral body even called the attention of the public 

that such information spread online is not authentic from the electoral commission. False online 

information is consumed by millions of Nigeria on daily basis. This becomes a threat to national 

security and peaceful coexistence among Nigerians. 

 

Cyber Advance Fee Fraud 

In advance fee fraud, offenders send out e-mails asking for recipients’ help in transferring large 

amounts of money to third parties and promise them a percentage, if they agree to process the 

transfer using their personal accounts. The offenders then ask them to transfer small amount to 

validate their bank account data. Once they send the money they will never hear from the 

offenders again. If they send their bank account information, offenders may use the information 

for fraudulent activities (Dalla et al, 2013). 

 

This happened to one of the authors where an offline message was sent to him that your ATM 

card has been deactivated and they required the author’s information such as account number and 

and ATM number to reactivate the account. Scammers also sent different messages to one of the 

author’s Gmail and yahoo accounts requesting to send bank details for financial support. Many 

people become victims after sending their bank details. Cyber advance fee fraud become pervasive 

in the Nigerian financial sector.  

 

The Repercussions of Cyber Crime on Nigeria’s Cyber Security  

Tade et al in Aderito et al, (2017) emphasized that since the late 1980s, networks of Nigerian 

criminal operating have been defrauding people, both locally and internationally, through 

different fraudulent schemes popularly known as advance fee frauds of 419 scams. However, the 

emergence of computer-mediated communication and internet revolution, which began in Nigeria 

in the late 1990s scammers and fraudsters have moved online to lure victims. Internet fraud has 

permeated the Nigerian society with the youths leading the squad. Cyber criminals in Nigeria are 

usually within the ages of 18 and 30 years. In a study conducted by the Youth against Cyber 

Crimes and Fraud in Nigeria (2008) revealed that one out of every five youths in most cities in 

Nigeria is a cyber criminal. Numerous crimes are committed daily on the internet, with Nigerians 

at the forefront of sending fraudulent and bogus financial proposals all over the world.  

 

According to Adeniran in Zango et al (2017) in Nigeria, the yahoo boys use the internet as a 

platform for engaging in online fraud. There are many examples of cyber criminal activities 

carried out by some Nigerian youths, all in the name of yahooyism. The yahoo boys engage in 



Dutse International Journal of Social and Economics Research Vol. 2, No. 1 July 2019 

  

 

148 

 

selling fictitious goods/services and buying what they will not pay for (or paying in no real value), 

money laundering, hacking and engaging in credit cards scams, pornography and conventional 

sexuality. Most of the perpetrators involved in various crimes related to cyber space are educated. 

As for the cyber crime, it requires adequate skill in manipulation of the information and 

communication technology to victimize others. Thus, in Nigeria the uneducated mostly involve 

in violent crimes, whereas the educated mostly involve in non-violent crimes, such as cyber crimes 

and advanced fee frauds, which are worse in magnitude and scope than the violent crimes, they 

have greater consequences and impacts on the Nigeria’s cyber security.  

 

Ajao in Bello (2017) opined that, Nigeria, as far back as 2008, was among the top ten countries 

where cyber crime is perpetrated. The beginning was when some fraudulent Nigerians try to 

obtain money from other nationals such as those from America, Britain and other countries with 

the promise or luring them of an oil contract for which they claim ownership. They did it through 

emails to swindle their victims of having oil wells, and were looking for partners to invest in the 

industry. Consequently, the victims will be locked up in a fraudulent situation, as they enter into 

such transaction or deal to make quick money.  

 

Bello (2017) further expressed that, the Nigeria’s global networking information age led to the 

proliferation of cyber crime offences, which include identity theft , extortion, advance fee fraud, 

digital piracy, cyber trespassing, phishing, email scams, cheque cloning, wire transfer, false 

pretence, forgery etc made suspect wealthy. In Nigeria, the level of involvement of people in cyber 

crime is quite unprecedented, as the number of victims increases on a daily basis. 

 

Aderinto et al (2017) opined that cyber crime has both direct and indirect consequences on 

Nigeria. It target individuals, corporate organizations and government agencies. Online crime is 

threatening the social, economic, political and economic well-being of Nigeria. The activities of 

Nigerian cyber criminals have resulted in huge financial and psychological losses for individuals 

and corporate institutions. For instance, the 2014 annual report of the Nigerian Deposit Insurance 

Corporation (NDIC) reveal that, between 2013 and 2014 alone, fraud on e-payment platform of 

the Nigerian banking sector increased by 183%. The Centre for Strategic and International Studies 

UK, in 2014 report estimated the annual cost of cyber crime to Nigeria to be about 0.08% of the 

Gross Domestic Product GDP, representing N127 billion. About 45.3% of internet users in 

Nigeria suffered attack in the third quarter of 2015. This situation has resulted in the closure of 

some companies and financial institutions. 

 

Foreign investors are reluctant to do business with Nigerians. Many Nigerians are relegated to the 

status of second-class internet citizens, denied acceptance and participation in many aspects of 

the digital economy. Where they are not locked out, they are often made to satisfy unusually 

onerous conditions that are not required of non-Nigerians. Cyber crime causes a lot of damage to 

the reputation of Nigeria at the international level. Nigerians are often stigmatized as a result of 

the offences committed by cyber criminals. Nigerians are looked down upon by other nationals 

as they relate with them without respect, honour and dignity. This is because Nigerians are 

synonymous to fraudsters, 419ner, dup, corrupt, scammers, etc.  

 

The image of the country has greatly diminished or decimated due to the activities of cyber 

criminals. Cyber crime is doing harm to the national economy as a whole. It was estimated in 

2015, N9.3 billion was lost to cyber crime. This is in addition to other financial loses, as a result 

of loss of consumer confidence and fear of coming to invest in the country (Ofaluwa, in Bello, 

2017). 
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Recently, the Attorney of Nigeria lamented on cyber crimes that: 

                      As you all know, illicit funds transfer has a number of severe 

effects on a country like Nigeria. It drains the country’s 

foreign exchange reserves, reduces tax base, increases 

poverty levels, increase insecurity as a result a source of 

terror funding and hurts the country’s international image. In 

the past 12 years, $12 billion were confiscated and recovered 

by Nigeria’s anti-graft agencies such as the Economic and 

Financial Crime Commission (EFCC). (Bello, 2017) 

 

Frank and Odunayo  (cited Bello, 2017) observed that, in Nigeria,  it was estimated that more than 

$80 billion is lost to software piracy annually and it has the fastest growing online scam mostly 

undertaken by young people and the trend is increasingly precipitated by corruption and the value 

placed on excessive possession of material wealth irrespective of its sources. Aderinto et al (2017) 

further argued that, the security implications of cyber crime is that the website of the Independent 

National Electoral Commission (INEC), the national electoral body was hacked into by a group 

of hackers known as the Nigerian Cyber Army on the eve of the march, 2015 general election. 

Similarly, some classified information on some top officials of the Nigerian department of state 

security (DSS) was leaked online by some hackers. The direct implication of these incidents is 

that actions of some key government agencies in Nigeria are at risk of being halted or grounded 

by cyber criminals.  

 

Aderinto et al further expressed that, according to the 2007 internet crime report released by the 

Internet Crime Complaint Center (ICC), Nigeria ranked third among cyber crime committing 

countries in the world. The national security adviser to the president of Nigeria (NSA) , Major-

Gen Babagana Munguno (rtd) submitted that: 

 

                        As you all know, the global tracking of cyber-attacks 

indicated that Nigeria is among the countries with high cases 

of software piracy, intellectual property theft and malware 

attacks.  

 

Proliferation of cyber crime and its cost to the economy has created the need for new laws and 

enforcement aimed at controlling it. The most recent step taken in the effort of the government to 

combat activities of cyber criminals in the country is the passage of the cyber crime bill into law 

(Cyber crime Prohibition Act) by the senate in 2015. 

 

Differential Association Theory 

One of the most prominent social learning theories is Edwin H. Sutherland’s Differential 

Association Theory (DAT). Sutherland developed the theory in his 1939 text, Principles of 

Criminology. The final version of the theory appeared in 1947, when Sutherland died in 1950. 

The assumption of the theory is that people learn a lot from the environment. Criminal behavior 

is learned from contact with those who maintain criminal attitude and practices. The process of 

learning criminal behavior is by association with criminals through communication, intimate 

contact with people who are themselves criminals or who are strongly inclined to violate the law. 

Criminal behavior is not biologically inherited. It is learn, and the learning occurs within intimate 

social groups (Paranjape, 2013).   

 There are nine propositions of Sutherland’s Differential Association Theory. 

 Criminal behavior is learned  

 Criminal behavior is learned in interaction with other persons in a process of communication. 
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 The principal part of the learning of criminal behavior occur within intimate personal groups 

 When criminal behavior is learned, the learning includes: 

a. techniques of committing the crime, which are sometimes very complicated, sometimes  very 

simple 

b.  the specific direction of motives, derives, rationalizations and attitude 

The specific direction of motives and derives is learned from definitions of the legal          codes      

as favorable or unfavorable    

    A person becomes criminal/delinquent because of an excess of definitions favorable to 

violation of law over definitions unfavorable to violation of law 

 Differential associations may vary in frequency, duration, priority and intensity 

 The process of learning criminal behavior by association with criminal and anticriminal patterns 

involves all of the mechanisms that are involved in any other learning 

 While criminal behavior is an expression of general needs and values, it is not explained by 

those general needs and values since non criminal behavior is an expression of those needs and 

values 

Based on the assumptions of differential association theory, cybercrime is learned in association 

with professional criminals who acquired different skills and techniques in cyber space. Cybercrime 

is a behavioral learning that takes place through personal contacts with other criminals. Cyber 

criminals device a means using sophisticated technology in committing the crime. Some 

professional criminals learnt how to crack computer password and perpetrate different offences. 

Based on Sutherland’s propositions person must be trained in criminal behavior before committing 

the act. Cybercriminals requires certain training and skills before committing the act. 

  

Conclusion 

The evolution of modern information technology has enabled human society to prosper and make 

tremendous progress.  At the same time given rise to new problems hereto unknown to mankind 

and cyber criminality. Consequently to the advancement of information technology and computer 

networks, a variety of legal issues related to use and misuse of internet such as piracy, pornography, 

terrorism, commercial and banking fraud etc have emerged. Cyber space has no geographical 

boundaries, nor has it physical characteristic such as sex, age etc. as such, it poses a big challenge 

before the nations and law enforcement agencies to regulate cyber-space within a country’s 

territorial jurisdiction.  

 

Recommendations 

This study proffers the following recommendations on how to prevent and control cybercrime in 

cyber space:  

 Government should employ the services of NCC and cyber analysts to sensitize the 

citizens on the danger and consequences of Cybercrime. This can help to reduce the level 

of victimization in the country. 

 The existing statutory laws in the field of cyber crime need to be reviewed to suit the 

present situation. This can help in the detection and preventing the activities of cyber 

defaulters. 

 Law enforcement agencies need to be train and retain on compute criminality and should 

be empowered to investigate and monitor internet service provider. This can help in 

controlling the activities of cyber fraudsters in the cyber space.  

 Government should remain committed in providing and improving Global Positioning 

System technology in the country with aim of tracking all citizens in the country. This can 

help in tracking and apprehension of cyber criminals. 

 Citizens should be enlightened on the danger and risk of disclosing their sensitive 

information to scammers through email or any social networking site. No one should send 
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his account number, Automatic Teller Machine (ATM) number or Bank Verification 

Number (BVN) number requested by someone. This can help in minimizing siphoning 

money from individual’s bank account.  

 Banks and other financial institutions should warn their customers never send their credit 

card number or debit card number to any site that is not secured, to guard against fraud. 
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Abstract: The Mass media has been playing critical roles in promoting political communication 

in Nigeria in recent times. However, some of its activities especially under current democratic 

dispensation have been treated with mix-feelings thereby generating critical debate among 

scholars and political analysts. This study seeks to investigate whether the Mass media has 

strengthened or undermined Nigeria’s quest for democratic consolidation. The pluralist model 

was used in this study. This result from this study revealed that the Nigerian media has been 

instrumental in fostering public debate and political engagement between the leaders on one hand 

and the citizens on the other hand; acting as a “public watch dog” by checking the abuse of 

power; redistribution of political power and influence; and strengthening democratic institutions 

and processes. In addition, this study revealed that the Nigerian media has strengthened the 

nation’s quest for democratic consolidation by transforming political leaders by showing interest 

in their private and personal life style; changing the political culture to a democratic one and 

making significant impact in policy making processes. Lastly, this study suggests that achieving 

media accountability to the citizens is one of the fundamental ways of achieving democratic 

consolidation in Nigeria. 

 

 

Keywords: Mass media, Democracy, Democratic consolidation, Nigeria, Fourth Republic 

 

Introduction 

All forms of media and their tools are considered important mechanisms for the promotion of 

democracy and good governance in Africa today. Through the mass media, the voices of the 

people, as well as their thoughts on political issues are aggregated and articulated. Therefore, there 

is a nexus between the new media tools available today and the political life of citizens in most 

advanced countries of the world which has served as desideratum for viable political 

communication (Lynch, Fairclough, Cooper, & Magee 2017). In recent times, the mass media has 

been acknowledged to be politically relevant especially since the emergence of mass literacy and 

popular press around the late nineteenth century. Today the mass media has become more 

sophisticated actor that is greatly enmeshed in politics because of the globalization of the mass 

media. There are various new media tools which include the Social Media, Instant Messaging 

Services and Big Data Analytical tools among others. These new media tools consist of our 

everyday tools for political communication.  
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From the late 1950’s to the 1970’s when most countries in Africa gained their independence from 

colonial rule, most of the African leaders used the dictatorial tendency to suppress the media. This 

action was arguably justified by the urge by these African leaders to root out colonialism and the 

shackles of imperialism from their respective countries (Becker & Lower 1976). Today, the mass 

media have been playing critical roles in promoting political communication even in 

undemocratic political systems in Africa, as African leaders have been using the media to 

communicate with their citizens in order to build up its legitimacy. 

 

Besides, even in democratic states like Britain, United States of American, Germany and France 

just to mention a few, political leaders also involve in political communication (means through 

which political leaders pass vital information to their citizens) with its citizens in negotiation of 

popular consent. One of the channels through political leaders in democratic states communicate 

with their citizens is through the various mass media (printed and unprinted). Moreover, the mass 

media has form part of the political process of states today as they play significant role in the 

distribution of power, production and distribution of all kinds of knowledge, information and even 

engages in entertainment (Heywood 2007). 

 

In Nigeria, the emergence of the mass media dates back to 1859, when Reverend Henry Townsend  

began his “Iwe  Irohin” newspaper in Abeokuta present day Ogun state South Western Nigeria in 

order to promote reading habit among the members of the public by seeking information (Omu 

1996:1; Mbachu 2003:175). Since, then the mass media in Nigeria has evolved over the years and 

has become an indispensable institution in Nigeria’s quest for democratic consolidation as it has 

provided Nigerians the desired platform for political education on democratic principles and 

practices. 

 

However, since the return of the country to democratic rule on May 29, 1999 the mass media have 

further developed into a critical stakeholder in the Nigeria’s electoral process. Thus, the impact 

of the mass media is one of the most widely debated aspects of the relationship between the mass 

media and politics. One of the attributes of any democratic society is the existence of free press 

(media freedom from censorship and political interference by the government of the day 

especially privately owned media). Besides, one of the key challenges to democratic process in 

Nigeria especially under current fourth republic is how democratic consolidation can be promoted 

and sustained by the mass media.  

 

Furthermore, the Nigerian media have been faced with a numbers of challenges especially since 

the return of Nigeria to democratic rule in 1999, which to a large extent have limited their 

operations. One of such challenges has to do with the increasing rate of inflation which has had 

negative consequences in the ability of most media outfit to acquire modern technological devices 

and power supply (Nwanne, 2016:90-92). This has further resulted to the closure of some printed 

media houses like the Concord, National Interest, Tempo, The Anchor, Post Express and Eko 

Today although National Interest was revived in February 2005. Also, there has been a drastic 

decline in the production capacity of most of the printed media outfits. For instance, the Punch, 

Guardian, Nigerian Tribune, This Day, The Vanguard, The Nation, Nigerian Compass, Daily 

Times, the New Nigerian, the Punch and the Guardian as well as magazines like Tell, The News 

and Newswatch (Ojo and Adebayo, 2013:99-100). Besides, the electronic media are not left 

behind in terms of decrease in patronage have had their own challenges too. 

 

In addition, the Nigerian media in recent years has been caught in the web of corruption, ethnicity, 

political partisanship and ideological narrowness. The cases of corruption in the Nigerian media 

was captured by Tell magazine report entitled “Corruption in the Media”, in which TIME an 
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international news magazine, published a story alleging  that the Federal Ministry of Information 

offered foreign journalists an estimated $400 bribe. Also, the way media reportage has been 

presented to the public has been subjected to critical questioning. For instance, how can the 

following: Buhari wants to Islamize Nigeria; Fulanization agenda, Islamization of Zamfara: A 

Reality; OPC vs. Ijaw Youth claims five; Zamfara governor dares Obasanjo; Yoruba and IJAW 

in ethnic Violence; Odua Republic Imminent – Igbo should ask for Biafra – OPC chieftain etc. 

make significant impact on the nation’s quest for democratic consolidation in the true sense of it 

(Ojo and Adebayo, 2013:99-100). 

 

On the whole, a critical analysis of the Nigerian media against the backdrop of the early media in 

the country especially before and during the country’s independence shows a clear disparity in 

terms of objectivity and ideological disposition. It is against this background, this study seeks to 

investigate whether the mass media have strengthened or undermine Nigeria’s quest for 

democratic consolidation in recent years. 

 

Conceptual Discourse: Mass Media and Democratic Consolidation 

The Mass media are anchored at the national level while the individual media are anchored 

through the internet which is based on individual contacts. The mass media is usually used to 

communicate to the members of the public. Therefore, the mass media within this context is used 

to communicate with a large number of audiences in different languages within a country. Besides, 

the mass media has remained one of the effective means of communication and in expressing and 

sharing political views and ideas amongst the citizens. This will in turn help the citizens to express 

their views about government policies and programmes as well as ensuring that the citizens have 

a stake in governance which will further enhanced democratic consolidation in Nigeria.  

 

The concept of democratic consolidation in democratic literature has been contestable. Schedler 

(1997:3) sees the term “democratic consolidation” as seemingly infinite patience and malleability. 

He added that it contains few semantic constraints. Pridham (1990) assert that democratic 

consolidation was a “nebulous concept” has not lost its unpleasant validity since then. Moreover, 

“no clear consensus has emerged” on the meaning of democratic consolidation (Gunther, 

Nikiforos Diamandouros, and Hans-Jürgen 1996: 5). 

 

Schedler (1997:3-4) assert that term democratic consolidation denotes a process as well as its 

outcome. The terms “consolidating democracy” and “consolidated democracy,” though more 

modest in appearance, do carry the double meaning of stability and soundness. In most of 

academic literature, a “consolidating democracy” is meant either to remove the threat of 

democratic breakdown or to move towards some higher stage of democratic performance. While 

“consolidated democracy” is meant to be either a crisis-proof democracy or a high-quality 

democracy. Again, Schedler (1997:3-4) posit that the concepts of democratic consolidation could 

mean two things as: “avoiding democratic breakdown” and “avoiding democratic erosion” 

representing variants of “negative” consolidation. They both try to prevent democratic regressions 

towards a (negatively valued) horizon of avoidance. Symmetrically, the last two notions of 

democratic consolidation could mean “democratic completion” and “democratic deepening” 

representing varieties of “positive” consolidation. They both try to achieve democratic progress 

towards a (positively valued) horizon of attainment. On the whole, in our study, we shall look at 

the concept of democratic consolidation within the purview of “positive” connotation discussed 

Schedler (1997:3-4) above. 
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Theoretical framework 

Scholars and Researchers have employed a numbers of theories and models to explain the 

relationship between the mass media and politics in academic literature such as the dominant–

ideology model; market model, elite value model; and the pluralist model. In this study we shall 

adopt the pluralist model. According to this model, the mass media is seen as an ideological 

market in which a wide range of political views are debated and discussed. The pluralist model 

does not jettison the fact that the mass media often influences political views and sympathies with 

the electorate. Nevertheless, the pluralist model sees the mass media as a platform for various 

competing individuals in the state to aggregate and articulate their views in the process of public 

policy making. It is against this background that we adopt the pluralist model to guide us in our 

investigation. 

 

Literature Review 

A number of studies have been conducted on the role of the media in Nigeria’s democracy. For 

instance, Udende (2011) in his study examined the relationship between the mass media, political 

awareness and voting behaviour in the Nigeria’s 2011 presidential election. This study does not 

to investigate whether the mass media have strengthened or undermine Nigeria’s quest for 

democratic consolidation. Olujide, et.al (2011) in their study examined the effectiveness of 

political advertising on Nigeria electorates and challenges associated with negative political 

advertising. The study shows that political advertising has significant effect on the electorates 

voting pattern, obligation, lobbying, personal contacts, political rallies and campaign, intra party 

and inter party contests. This study does not to investigate whether the mass media have 

strengthened or undermine Nigeria’s quest for democratic consolidation.  

 

Imoh (2013) in his study identified factors acting as constraints to the effectiveness of the mass 

media in ensuring democratic consolidation in Africa. Imoh studies revealed that that the 

sustainability of democracy in Africa depends on several factors, some of which are located within 

the media itself while others are based on the prevailing political, socio-economic, legal, 

infrastructural, cultural and religious environment in the different states in Africa. This study does 

not to investigate whether the mass media have strengthened or undermine Nigeria’s quest for 

democratic consolidation. Mustapha and Mustapha (2015) in their study of the role of the 

traditional media in democracy shows that mass media in general, and the mew media are 

powerful political and democratic resources. This study does not to investigate whether the mass 

media have strengthened or undermine Nigeria’s quest for democratic consolidation. 

 

Santas and Ogoshi (2016) assessed the performance of Nigerian mass media in consolidating 

democracy. The study reviewed that the mass media contributed immensely to the return of 

democracy in Nigeria. This study does not capture how the mass media has undermined Nigeria’s 

quest for democratic consolidation Mohammed and Fadeyi (2017) examined the contribution of 

the role of Nigerian media to Nigeria’s transition to civil rule (democracy) in May 1999. They 

argued that access to media is important for the success of democracy in Nigeria because for any 

democratic regime to survive, adequate quality information is required for its sustenance. 

However, their studies do not to investigate whether the mass media have strengthened or 

undermine Nigeria’s quest for democratic consolidation. It is against this background that this 

study seeks to make contribution to this research endeavour in other to further strengthen existing 

studies in this research area. 

 

The role of Mass Media in Democratic Consolidation in Nigeria’s fourth republic 

In this section, we intend to discuss how the growing importance of the mass media has affected 

governance process and Nigeria’s quest for democratic consolidation within the past decade under 
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review. Therefore, the role of the mass media in democracy promotion since the commencement 

of the fourth republic in Nigeria cannot be overemphasis. The Nigerian media have been in the 

forefront in setting the pace in deepening democracy by consolidating on the gains of democracy 

achieved since 1999. Today, the role of the mass media on Nigeria’s quest for democratic 

consolidation has generated one of the outstanding debates in contemporary times in Nigeria 

democratic history as free press is often seen by many scholars as critical features of democratic 

governance. It is pertinent to state here that one of the significance of the Nigeria media in recent 

time especially under current democratic dispensation is its ability to provide the desired civil 

platform of engagement for Nigerians with their respective elected representatives’. For instance, 

during the 2014 National Confab organised by the President Goodluck Jonathan’s led 

administration. The media were in the forefront galvanising public opinion on the aspiration of 

Nigerians on the need to restructure the existing federal arrangement in order to promote inclusive 

governance at all levels.  

 

Besides, the Nigerian media have also been engaging in a number of political enlightenment 

programmes before, during and after the 2015 and 2019 general elections on the dangers of 

electoral violence and vote buying.  Moreover, the media have equally set the centre stage for 

political debate amongst political aspirants under the platform of various political parties since 

the 2015 general elections and the momentum is hitherto sustained during the 2019 general 

elections where Nigerians were given the opportunity to engage the various aspirants on their 

party manifesto. However, Heywood (2007) in a separate remark pointed out that the growing 

importance of the mass media in promoting political debate and platform for civil engagement 

may soon replace formal representative institutions for political dialogue, debate and deliberation. 

 

Another central role of the Nigerian media in Nigeria’s governance process and her quest for 

democratic consolidation is that it provides Nigerians the avenue to monitor the activities of their 

elected representatives or officials. This is what we termed as the “Watchdog” function of the 

mass media. The mass media have been in the forefront in monitoring the activities of elected 

officials so that they do not act contrary to the wishes and aspirations of Nigerians. In performing 

this function, the media ensure that there accountability and transparency in governance, by 

scrutinising government activities in order to discourage the blatant abuse of power. For instance, 

the suspension of the Chief Justice of Nigeria, Justice Walter Onnoghen by President 

Muhammadu Buhari in February 2019 based on the allegation of false asset declaration with the 

Code of Conduct Tribunal was widely criticised by the Nigerian media on the ground that due 

process was not followed in his removal contrary to the provisions of the 1999 constitution (as 

amended 2011) conditions for the removal of public officeholders in Nigeria (including the 

position of the Chief Justice of Nigeria). 

 

Also, the Nigerian media has been in the forefront in promoting the consolidation of democracy 

in the country through its various enlightenment campaigns and programmes. The Nigerian media 

have also played a critical role in the fight against corruption and in the defence of democracy. For 

instance, in recent times, the Nigerian media effectively use the whistle blowing policy of the 

Buhari led administration to expose several cases of corruption that would have gone unnoticed 

to the public like physical cash abandoned in some public places like the Murtala International 

Airport Ikeja, Lagos, Farm settlements and private houses across the country just to mention a 

few. The media have also closely watched the activities of elected officials by making their 

discussion and proceedings available to members of the public. For instance, through the various 

television stations in Nigeria, millions of Nigeria viewers can watch interviews granted to political 

officeholders as well as watch the televised broadcast of legislative/political debates in the 

National and State Houses of Assembly as well as deliberations at the Federal and State Executive 
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Council meetings in the country. In addition, the media have also provided the platform for 

various stakeholders in the Nigerian political processes like political parties and civil society 

organisations among others the avenue to express their views and participate in political debate 

through the various programmes made available by various media outfits. Furthermore, the 

Nigerian media have been assisting in deepening the country’s democracy by widening the levels 

of distribution of political power and influence in the Nigeria’s democratic space. The Nigeria 

media have been able to achieve this through technological advancement that gave them the access 

to information. For instance, the technological development of the entire media architecture in 

Nigeria over the years has resulted to the emergence of new innovations in the dissemination of 

information.  

 

The implication of the advancement in the level of technology by the Nigerian media is that it 

gives them access to the hinterland that where hitherto not reachable by media broadcast. 

Heywood (2007) asserts that communication technology enables governments to know more 

about the behaviour or activities of their citizens and it also help governments to check the flow 

of information to the citizens by giving them the opportunity to regulate public opinion. The mass 

media has also help the government in information gathering from members of the public through 

mass communication channels both printed and electronic. In addition, the development of 

satellite broadcasting technology vis-à-vis the internet revolution has enabled multimedia 

transmission of text, pictures, graphics, audio and video defies any of the old characterisations 

possible with the old media. The implication of this is that today, most Nigerian newspapers, radio 

and television stations and by extension their international counter parts have set up online 

editions as an act to bring corporate prestige and make their publications available all over the 

world.  This is helped to create what is called “Information society” in which citizens can easily 

access new information that may rival the activities of the government by challenging government 

policies that are hostile to the citizens’ wellbeing. In addition, the implication of the globalization 

of the media in terms of access to information has empower non-state actors like Non-

Governmental Organizations, Interest groups and think-tanks to be able to engage hostile 

government policies and in some cases mobilise the citizens for the removal of the government in 

question. 

 

In Nigeria, the media with the aid of technological advancement have facilitated political 

participation and help to ensure that the citizens have the capacity to challenge government policy 

that will not be for the good of the entire society. For instance, in 2012 the media played significant 

role in mobilising significant population of Nigerians who reside in Lagos and other parts of the 

country against the effort of the President Goodluck Jonathan’s administration aimed at removing 

fuel subsidies from petrol. This efforts by the government received stiff resistance from millions 

of Nigerians. One other important channel used in promoting political freedom in Nigeria in recent 

times is the use of media tools such as Social Media (Twitter, Facebook, and Instagram); Instant 

Messaging Services and Big Data Analytical tools among others which have been considered 

important factors that promote democracy and good governance. Therefore, every political 

campaign is important in any election to political parties in Nigeria as it primary goal is to win 

election. Although there is no single ‘best’ campaign strategy but the right strategy may differ 

from one candidate to another and for each election in Nigeria especially since 2011when the 

social media and other forms of online media are used for campaigning (Aduradola & Ojukwu, 

2013). 

 

On the whole, despite the roles played by the media under current democratic dispensation in 

Nigeria in the promotion and sustenance of democracy in Nigeria the efforts of the mass media 

have been constrained by the recklessness of elected officials, political corruption, insensitivity 
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and intolerance to the views of the opposition parties by the ruling party and insecurity which has 

affected the capacity of Nigeria to consolidate on its democratic gains (Jega 2007). 

 

An Assessment of Mass Media in Democratic consolidation in Nigeria’s fourth republic 

In this section, we intend to examine if the Mass media has strengthen or undermine Nigeria’s 

quest for democratic consolidation under current democratic dispensation. In Nigeria, since the 

return of the country to democratic rule on May 29, 1999 some activities of the media have made 

many political analysts to question the unbiased nature of the Nigerian media. Though, the biased 

nature of the Nigerian media dates back to the colonial era. For instance, during the colonial 

period, Sir John Macpherson, the then colonial Governor, made a radio broadcast castigating the 

leader of Action Group Late Chief Obafemi Awolowo, but when Chief Obafemi Awolowo sought 

a “right of reply” to the broadcast, the management of the radio service however rejected the 

request on the directive of the colonial government. This has been described by many scholars set 

the pace for the culture of media imbalance and partisanship in Nigerian politics. Today, this 

culture imbalance and partisanship have not changed significantly as media outfits are hitherto 

bias to suit the political interests of their owners. This has been evident in media reportage in the 

2011 and 2015 general elections in Nigeria. 

  

During the colonial rule, the media through the radio broadcast of Sir John Macpherson, the then 

colonial Governor, made a radio broadcast castigating the leader of Action Group Chief Obafemi 

Awolowo, who sought a “right of reply” to the broadcast, the management of the radio service 

however rejected the request on the directive of the colonial government. According to scholars 

this introduced into the Nigeria media the culture of imbalance and partisanship. During the first 

republic, in 1961 the federal government media houses were allegedly used to announce landslide 

victories for the ruling political parties in the regional elections. Besides, contrary a public 

knowledge that the victories attributed to the Northern People's Congress (NPC) in the north and 

the National Council for Nigeria and Cameroon’s (NCNC) in the East were achieved using in part 

some forms of electoral chicanery, political intimidations and even coercion including 

imprisonment of opposition leaders (Adedeji 1991).   

  

In 1964, the federal government media were allegedly used to announce that over fifty percent of 

the candidates of the Northern People's Congress (NPC) were returned unopposed without voting 

in many places in the election into the federal house of representative that year. This assertion was 

buttressed by Dare (1989:6) who assert that many Nigerians were aware that the announcements 

of the electoral results were false, because in some cases, the returning officers were nowhere to 

be found and could not be contacted after receiving ballot papers. In a related development during 

the October, 1965 elections in western region it was alleged that different versions of the results 

emanated from the same election and were announced by different media houses operating in 

Ibadan the then regional capital such as the Eastern Nigerian Broadcasting Services (ENBS) and 

the Western Nigerian Broadcasting Service (WNBS) and radio Nigeria (Okolo 1993:16). 

  

During the second republic, the printed and electronic media were loyal to the governments in 

control of their states. The implication of this is that it encourages healthy rivalry among the 

media. However, the negative implication is that media reportage was based on the preconceived 

images of the media owners and practitioners thereby affecting the level of media professionalism 

(Dukor 1998:286). The media reportage during the 1983 elections biased and was tilled against 

opposition parties such that opposition candidates were not given equal access to the media and 

in a situation where they are given access their picture would be distorted and television 

mechanism upset in order to deliberately render his voice inaudible (Egbon 2004). Today this 

trend have not changed significantly as available record from the European Union report on the 
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2015 general elections in Nigeria indicates that the ruling Peoples’ Democratic Party (PDP) does 

not have equally access to government media outfit with the All Progress Congress which was the 

leading opposition party. This trend has continued even after the 2015 general elections up to the 

eve of the 2019 general elections.  

  

Similarly, during the 1983 general elections seating state governors were alleged to have used the 

state own media to announce their re-election into office. Unfortunately, the announcements by 

the governors were usually made before the Electoral commission could include the collation of 

votes cast at the same election. This act of announcing electoral result by the media characterized 

the 1991 gubernatorial election in Edo state on December 14 which was later nullified for 

breaching the rules and regulations guiding political broadcast (Alao 1992). This trend has 

continued even after the 2015 general elections as some electoral results were made known to the 

public through social media platforms. The activities of the Nigerian media have heavily criticised 

since the emergence of the fourth republic. For instance, a report of the European Union (EU) 

Election Observation Mission in respect of the 2003 general elections opined that media 

performance during the Nigerian elections was flawed, as it failed to provide unbiased, fair and 

informative coverage of political parties and candidates contesting the elections. Federal and state 

owned media were biased in favour of parties and candidates in power (cited in Momoh 2017). 

Also, the European Union (EU) Election Observation Mission in respect of the 2015 general 

elections shows that the Federal government of Nigeria controlled, Nigerian Television Authority 

(NTA) and Federal Radio Corporation of Nigeria (FRCN) which are the two dominant media 

houses with the widest coverage as well as 150 stations networked throughout the country. 

Besides, each state government has it controlled radio station and television station.   

  

However, state government controlled television stations do not operate in Ebonyi and Benue 

states, and no such television or radio exists in the FCT. There is lack of editorial and financial 

independence from respective governments own media outfit which primarily serve their interests 

and that of their political affiliation (EU EOM, 2015: 22-23).Besides, following the historical 

antecedents of the Nigerian media involvement in politics one would arguably assert that the 

media has failed in it unbiased reportage and professionalism an independent assessor of 

governance performance and will have a negative effect on the country’s quest for democratic 

consolidation.  

  

Nevertheless, media practitioners in Nigeria have often said that the freedom of the media steadily 

improving over the years. However self-censorship continues to be regularly reported, especially 

among state controlled media in respect to journalists’ reporting of sensitive political, ethnic, or 

security related issues. Besides, there are instances of Journalists harassment and attacks in 

connection with coverage of political campaign events. For instance, the local Thomson Reuters 

correspondent’s home in Bayelsa State was raided on 14 February by Department of State Security 

(DSS) and equipment confiscated as the correspondent was alleged by the DSS will give a 

“negative report” to the international community. Also two Al Jazeera journalists were detained 

in Borno on 24 March 2015 for over a week by Military. Also,  an NTA journalist  was reportedly 

injured when covering an election-related clash between PDP and APC supporters on 10 February, 

2015 in Imo state, five other journalists’ sustained various degrees of injuries. While, on 2 

February, 2015 a crew member of Channels TV was stabbed during an APC Rally in Okrika, 

Rivers State (EU EOM, 2015: 22-23). The proceeding states elections before the 2019 general 

elections in Ekiti and Osun state followed similar trend of the ruling party having control over 

government own media reportage and enjoy greater access to political campaign than the 

opposition parties. The implication of the negative tendencies of the Nigerian media has arguably 

undermined the country’s quest for democratic consolidation in a number of ways such that the 
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media as well as it online sources have become overly partisan and make mockery and even 

ridicule political leadership in the country rather than providing informed political debate on 

national issues; the media have created a national mood of cynicism towards politics and 

politicians alike by their very focus on scandalous and corruption issues; the media have been 

focusing on political leaders and personalities which has turned most Nigerian politicians into 

“political celebrities”, rather than paying attention on their roles as an independent assessor of 

democracy (Lynch, Fairclough, Cooper, & Magee 2017:306). 

 

In addition,  the Nigerian media have made entertainment out of politics base on the way they 

carry out their reportage especially during most elections in Nigeria; the media focus on crises 

especially the Boko Haram, banditry and ethno-religious issues has led to sensationalism and has 

created negative perception about security and other national concern; the desire by many media 

outfit in Nigeria to run a 24 hours news programme has made many media houses to create stories 

and issues and give minor issues the desired prominence than required (Lynch, Fairclough, 

Cooper, & Magee 2017:306).The emergence of online media in Nigeria has created the platforms 

for partisan and uninformed political debate being presented to members of the public as fact, 

thereby making the mainstream media to lose control of policy agenda. This implication of all this 

is that it has resulted in a more partisan, opinion-oriented and make many Nigerians susceptible 

to political manipulation and become less engaged in national issues. Despite the challenges of 

the Nigerian media since colonial era, the mass media have arguably made remarkable successes 

which have prompted social and political analysts to say that what would have been the nature of 

Nigerian democracy if there is absence of the media, considering the enormous role the media 

play in most democracies across the world. It is against this background that this study argues that 

despite the criticisms levelled against the Nigerian media, they have played significant roles in 

deepening the country’s democracy especially under current democratic rule. 

 

One of the impacts of the mass media on Nigeria’s democratic governance under current 

democratic dispensation in this era of “information age” is that it has transformed political 

leadership in Nigeria. The media have been doing this by showing interest in the personal and 

private life style as well as the conduct of elected officials at the expense of political or ideological 

debate. The Nigerian media in recent times focus on the private and personal life style of 

politicians and elected officials by bearing it for public discussion. This has made many politicians 

and political officeholders to conduct themselves in an orderly manner and also to be conscious 

of what they do or say both in the public and private. Prior, to the 2015 and the 2019 general 

elections in Nigeria, there were wide spread of audio and video clips of both politicians and 

political officeholders in social media about their private life style. This has shown that elections 

in Nigeria is becoming a “Horse race”, making it less of issue base rather on personality politics. 

This has to a large extent has had a negative impact on the country’s efforts at consolidating her 

democracy, because issues that had no democratic value dominated political discussions in the 

media, thereby relegated important issues of national concern to the background. It is pertinent to 

note that when electioneering reportage focus on personality politics rather than policy significant 

outcome and a country’s democratic process like Nigeria. Political leaders will be judged on the 

basis of their “televisual” skills rather than their mastery of political issues and capacity for serious 

political debate. This implication of this according to Heywood (2007) will only give politicians 

a celebrity status. 

  

Also, the media have also been engaged in deepening and widening the distribution of political 

power and influence in Nigeria democratic space. The Nigerian media has also affected the pattern 

of governance in the country especially under current democratic dispensation through the 

transformation of the Nigerian political culture. Cohen (1970:27) buttressed the above assertion 
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that one of the things that are required is for media professionals to add analysis to campaign 

news. He added that the media must interpret campaigns in the light of the electoral needs of the 

people by directing the goals of electioneering campaign to the desirable goal of responsible 

democratic principles that recognize the sovereignty of the citizens’ votes. Today, the Nigerian 

media have been focusing on routine political debate and policy analysis as well as engaging in 

various kinds of allegations of incompetence and policy failure when compared to the past under 

military rule. 

 

Furthermore, the Nigerian media has also influenced governance in Nigeria through its impacts 

on the policy-making process. The Nigerian media has been able to achieve this in two ways. 

First, is by sharing information that will ensure that policy makers take certain stands on some 

policy issues as failure to take certain stands on certain issues may receive criticism from the 

media. Second, is through agenda setting. The Nigerian media has been in the forefront in bringing 

critical issues that require government attention to the “policy table” for onward deliberations. 

For instance, the dimensions of vote buying and electoral violence in the just concluded 2019 

generals have been brought to the fore by the media for the need for further amendments in the 

existing electoral act through various reforms that will discourage vote buying and the use of the 

military in the conduct of future elections in Nigeria. 

 

Finally, from our investigation, we discovered that the Nigerian media have been playing a 

changing role in Nigeria’s quest in consolidating democracy by reporting accurately on political 

events or happenings across the length and breadth of the country; providing a commentary on 

political events and policies; acting as a check and scrutinising government policies; educating 

Nigerians on major political events/issues and analysing the implications of such events and  

provide policy options; and provide a forum for political debate and discussions as well as serving 

as a link between the government and the citizens. However, despite these achievements we are 

not disputing the fact that the mass media is not faced with enormous challenges ranging from 

inadequate fund to acquire modern digital equipment, challenges of power supply, corruption and 

ideological narrowness amongst others. In spite all these challenges, the mass media have made 

significant impact in Nigerian democracy as the absence of the mass media in any democracy is 

like a car without a tyre as democracy thrive on the wheel of the mass media.   

 

Conclusion 

The roles of the media in politics especially since the return of Nigeria to democratic rule have 

been contestable in academic literature. However, despite the criticisms levelled against media. It 

has been argued here that the media is still relevant in Nigeria’s democracy especially as Nigeria 

seeks to consolidate on its achievements in terms of expanding the Nigeria’s democratic space 

and strengthening of democratic institutions demanding for various reforms. Moreover, the 

Nigerian media have been able to make significant impact on Nigeria’s democratic process 

through technological advancement that gives them the access to information. From our study, 

we discovered that the Nigerian media have played key roles in an attempt to promote democratic 

consolidation in Nigeria’s fourth republic through political education; acting as “watch dog”; 

redistribution of political power; and strengthening democratic institutions and processes. In 

addition, this study revealed that the Nigerian media has strengthen democratic consolidation 

under current democratic dispensation by showing interest in the private and personal life style of 

political leaders; changing the Nigerian political culture and involving in policy making processes. 

It is against, this backdrop that this study argues that for the Nigerian media to consolidate on its 

achievements in consolidating the nation’s democracy concerted efforts should be made by the 

media owners and practitioners to ensure that it remains accountable to Nigerians whom they seek 

to promote and protect their interests. 
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Recommendations 

First, the Federal Ministry of Information and Culture should liaise with the various stakeholders 

in the media sector to develop a pragmatic framework that will strengthen media democratic 

accountability. This is because the lack of media accountability to the citizenry whom they seek 

to protect and represent has become a source of concern in public domain in recent times. 

Secondly, the Federal Ministry of Information and Culture through its agencies like the 

Broadcasting Organisation of Nigeria (BON) should strengthen its monitoring mechanism on the 

political views of the media. This will among other thing ensure relatively objectivity in media 

reportage is achieved. 

 

Thirdly, the organised stakeholders in the media sector in Nigeria should come together and define 

its close links to the government. This will among other things help them to assess their impact 

on Nigeria’s democratic governance. 

 

Moreover, the use of the media as a tool for political propaganda machine should be discouraged 

by the organised stakeholders in the media sector.  This is because the use of the media by the 

government especially during the 2015 and 2019 general elections which involves direct control 

over all media output from government own media to ensure that only “official” views and ideas 

of the government are distributed to members of the public should be discouraged in all 

ramification. 

 

Also, thorough voters’ guidance/voters education should be the heart of campaign reporting by 

the mass media. To achieve this, media reporter should do away with absolute detachment. The 

media should rather carry out critical and objective analysis of political aspirants with the aim of 

educating the electorate. 

In addition, the mass media should ensure that the electorate have the capacity to analyse 

campaign messages of politicians that will form the right policy agenda for onward conversion in 

public policy. 

 

Furthermore, the organised stakeholders in the media sector in Nigeria should send a bill to the 

National Assembly that will accord stiffer penalties for the spread of fake media or spread of hate 

speech in the media. This will among other things encourage the spread of information that will 

unite the country and discourage the ones that will disintegrate the country. 

Lastly, the organised stakeholders in the media sector in Nigeria need to inculcate the desired 

democratic values; commitment and resilience that will make the democratic institutions and 

processes in the country stand the test of time. 
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Abstract: The paper analysed the implications of the politics of the Petroleum Industry Bill for 

Nigeria’s socioeconomic development. It employed a qualitative research design as its 

methodology, in which a semi-structured interview was used in eliciting primary data from 

suitable respondents along with secondary data from relevant academic works. The paper found 

out that the politics of the Petroleum Industry Bill had negatively affected the operations, 

productivity, profitability, efficiency and effectiveness of the Nigeria’s oil and gas industry, on 

which Nigeria relies to a very large extent for its upkeep and development. Other findings include, 

increased Nigeria’s vulnerability to global oil dynamics and politics, heightened Niger Delta 

crisis, reduced oil production, weakened economy and severe social crisis. The paper 

recommended that the Federal Government of Nigeria, stakeholders in the oil and gas industry, 

civil society organisations and Nigerian citizens should mount pressure on the National Assembly 

to ensure a speedy passage of the Petroleum Industry Bill into law, given the benefits of national 

transformation and sustainable socioeconomic development derivable from it and then put an end 

to the unfortunate reality that it has been on ground for ten (10) years without being passed into 

law. 

 

 

Keywords: Politics, Petroleum industry bill, Nigeria, oil and gas industry, socioeconomic 

development 

 

 

 

Introduction 

The Nigerian oil and gas industry has been operating without a standard regulatory framework 

upon which its operations and relations with the International Oil Companies (IOCs), the oil 

producing Niger Delta, the Nigerian government and citizens are based. Consequently, this has 

been retarding the development of the oil and gas industry, both in its upstream and downstream 

sectors and this also impedes the overall socioeconomic development of Nigeria, as it relies 

heavily on oil earnings (Onuegbu, 2015). 

 

In order to address the foregoing identified problem, the Federal Government of Nigeria in 2008 

during the Yar’adua Administration, initiated the Petroleum Industry Bill (PIB), designed to 

provide a sound regulatory framework for the oil and gas industry and forwarded it to the National 

Assembly for passage. However, the bill has not been passed into law and this has had many 

negative consequences. For this, the research sought to examine the implications of the politics of 

the Petroleum Industry Bill for Nigeria’s socioeconomic development. 
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The Petroleum Industry Bill (the “PIB” or the “Bill”) is perhaps the most talked about piece of 

legislation in Nigeria given the far reaching reforms which it proposes to an industry which is the 

single most significant contributor to the national economy. Originally introduced in December 

2008, the bill has undergone numerous revisions and has been the subject of intense debate. On 

18 July 2012 President Goodluck Jonathan presented a new version of the PIB to the seventh 

session of the National Assembly for consideration and enactment (Fagbohunlu and Ikwuazom, 

2012). 

 

In an attempt to restructure the oil and gas industry, the Oil and Gas Sector Reform 

Implementation Committee (OGIC) was inaugurated on 24 April 2000 under the chairmanship of 

Dr. Rilwanu Lukman (then serving as the Presidential Adviser on Petroleum and Energy). The 

OGIC was charged with the task of making recommendations for a far reaching restructuring of 

Nigeria’s oil and gas industry. The recommendations of OGIC included a proposal to separate the 

commercial institutions within the industry from the regulatory institutions. In 2007, the Federal 

Government of Nigeria introduced the National Oil and Gas Policy and re-constituted OGIC to 

make recommendations towards the emergence of a new institutional framework to govern the 

operations of the oil and gas industry, including the emergence of a new National Oil Company, 

new regulatory bodies and a new national directorate, for a more effective policy formulation in 

the industry (Fagbohunlu and Ikwuazom, 2012). 

 

Further deliberations of OGIC produced the Lukman Report of 2008 which recommended a new 

regulatory and institutional framework that, when implemented, would guarantee greater 

transparency and accountability. This report formed the basis for the first PIB that was submitted 

in 2008 as an Executive Bill. Among the salient features of the original version of the PIB were 

the: 

1.  Unbundling and commercialization of the Nigerian National Petroleum Corporation 

(NNPC); 

2. Transformation of the existing joint ventures between multinational oil 

companies and the NNPC; 

3. Deregulation of the downstream sector; 

4. Creation of new regulatory bodies; and 

5. Introduction of a new fiscal regime that sought to increase overall government 

take. 

 

The Petroleum Industry Bill (PIB) seeks to revise, update and consolidate existing petroleum 

legislation in Nigeria including existing legislation on the taxation of upstream petroleum 

operations. The objectives of the Bill are as follows: 

1. Creating a conducive business environment for petroleum operations; 

2. Enhancing exploration and exploitation of petroleum resources for the benefit of 

Nigerians; 

3. Optimizing domestic gas supplies, particularly for power generation and industrial 

development; 

4. Establishing a progressive fiscal framework that encourages further investment in the 

petroleum industry while optimizing the revenue accruing to the Government;  

5. Establishing commercially oriented and profit driven oil and gas entities; 

6. Deregulating and liberalizing the downstream petroleum sector; 

7. Creating efficient and effective regulatory agencies; 

8. Promoting openness and transparency in the industry; and 

9. Encouraging the development of Nigerian content. 
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To achieve these objectives, the Bill provides among other things for: 

1. The restructuring or reorganization of industry, institutions and the regulatory framework; 

2. A new fiscal regime for upstream oil and gas production; 

3. Allocation of Domestic Gas Supply Obligations to licensees; and 

4. Deregulation of the downstream sector (Fagbohunlu and Ikwuazom, 2012). 

 

 

Literature Review 

Iledare (2007) argues that any oil and gas industry that lacks a regulatory framework or a law to 

guide its operations is doomed to fail and the desired optimum value cannot be derived from the 

industry. This position clearly reflects the reality in Nigerian oil and gas industry with so many 

concomitant consequences for the operations of the industry and development of the country and 

well-being of its people. Franks and Nunnally (2011) posit that no other resource dominates the 

world economy more than oil. Therefore, any state that is endowed with it should not fail to put 

in place the necessary legal, administrative and institutional mechanisms and structures in order 

to ensure smooth operations and then overall sustainable development of the state and its citizens. 

Unfortunately, this is lacking at the moment in Nigeria, as the Petroleum Industry Bill is still 

before the National Assembly and it has been hijacked by vested interests despite its derivable 

benefits; if passed into law. This leaves the Nigerian oil and gas industry without the requisite 

laws in place to guide its operations so that it becomes more efficient, effective, productive and 

profitable. 

 

In buttressing the above position, Ross (2003b) argues that the lack of a standard law in Nigeria’s 

oil sector negatively affects Nigeria and most particularly, the teeming poor segment of the 

Nigerian population, as some of these poor Nigerians hardly afford three square meals a day and 

continue to suffer daily from lack of basic necessities, which are necessary for a normal life or 

human existence. Similarly, Ross (2001a) asserts that the foregoing situation has been 

undermining Nigeria’s democracy, as the lack of a regulatory framework in the oil and gas 

industry has resulted in mismanagement and endemic official corruption in the industry. 

 

Speight (2011) argues that the supply of energy from different sources has played a significant 

role in the history of human culture and this development has enhanced the comfort, longevity 

and affluence of human beings. It was in the 20th century that petroleum became the predominant 

hydrocarbon energy source and it has been playing an important role in the advancement of human 

culture. For Munasinghe (2002), there continues to be a strong connection between energy and 

economic activity in most industrialized and developing countries. It is because of this and other 

related considerations that world leaders nationalised their oil industries (Mahdavi, 2014). 

Mitchell (2011) argues that another strong factor is the acquisition of power and its deployment 

to a state’s advantage at both national and international levels.  

 

Fagbohunlu and Ikwuazom (2012) argue that the politics and delay in the passage of the Petroleum 

Industry Bill retard the growth of the oil and gas industry and this impedes Nigeria’s progress. 

Previous studies have shown that Nigeria has been depending heavily on oil as the mainstay of its 

economy with implications, especially in the current state of volatility in the global oil market, 

caused by geopolitics and collapse of oil prices (Agbaeze et al., 2015). Therefore, this also calls 

for the diversification of the Nigerian economy away from oil to other less volatile sectors, such 

as agriculture, solid minerals, manufacturing, aviation and so on even after the passage of the bill 

(Okoye, 2012).   
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Methodology 

The research employed a qualitative method, in which both primary and secondary data were 

obtained. Primary data were elicited through a semi-structured interview with five relevant 

respondents from the National Assembly, oil and gas industry and the public. While, the 

secondary data were obtained from relevant academic works, especially journal and e – journal 

articles. 

 

The qualitative method was used because it was found to be most suitable for the research and 

in this regard, flexibility and coherence in both gathering and analysing the data featured in the 

course of conducting the research and this helped in achieving the main objective of the 

research. Thematic analysis approach was utilised in presenting the findings through four major 

themes. 

  

Table 1: Demographic Profile of Respondents 
S/N Respondent Gender Age Marital Status Qualification Working 

Experience 

1 A1 Male 65 Married PhD 34 years 

2 B1 Male 45 Married Masters 20 years 

3 B2 Male 55 Married Masters 26 years 

4 C1 Female 50 Married Masters 20 years 

5 C2 Male 30 Married Degree 4 years 

 

Note: 

Respondent A1 is a Senior policy maker at the National Assembly, Respondents B1 and B2 are Senior Nigerian National Petroleum 

Corporation (NNPC) officials, B1 from NNPC Headquarters/Towers in Abuja, while B2 from Kaduna Refining and Petrochemical 

Company Limited in Kaduna State. Respondents C1 and C2 are active public members from both the Northern and Southern parts 

of Nigeria. 

 

 

Results and Discussion  

The findings alongside their implications are presented under the following four major themes: 

 

1. Poor Performance of the Nigerian Oil and Gas Industry and its attendant effects: 

This reflects the atmosphere of Nigeria’s oil and gas industry, which is also seized by increased 

militant attacks on oil installations in the Niger Delta region, thus resulting in reduced crude oil 

production and loss of oil revenues. All the 5 respondents (A1, B1, B2, C1 and C2) said that there 

was an evident disruption in Nigeria’s oil and gas industry and a threat of industrial disharmony, 

arising from the downsizing or disengagement of oil workers, especially those that are working 

for the International Oil Companies (IOCs), such as Shell, Chevron and BP (British Petroleum). 

This, they said, was because of the politics, surrounding the non-passage of the Petroleum Industry 

Bill, as this leaves the industry without a standard legal or regulatory framework to operate. 

 

2. Weakened economy: 

The research found out that the non-passage of the Petroleum Industry Bill is made to suffer more 

from the prevailing game of global petroleum politics and collapse of oil prices, which had caused 

a disastrous economic recession, resulting in a serious foreign exchange crisis, fall in the value or 

purchasing power of the Nigeria’s currency, the Naira (N) and galloping inflation. These have all 

combined to trigger a weakened and distressed economy alongside a widespread cash crunch or 

squeeze and all Nigerians are complaining and the government seems powerless to help or contain 

the ugly situation. All the five respondents (A1, B1, B2, C1 and C2) testified to this. Relevant 

secondary data, as earlier evaluated in the literature review also confirm this. 
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Respondents A1, B1, C1 and C2 further stated that politically, there is no order in place and 

democracy is seriously being undermined, as Nigerian leaders are becoming increasingly 

inefficient, corrupt and improvident, all due to what they have refused to do, which is to ensure 

the speedy passage of the bill, given its derivable advantages for Nigeria’s development. 

 

3. Severe Social Crisis: 

Social life had been seriously and negatively affected, as Nigeria and its citizens are suffocated 

by skyrocketing youth unemployment, increased abject poverty, hunger and inequality due to the 

bad and unwarranted politics, surrounding the passage into law of the Petroleum Industry Bill 

(PIB). All the respondents (A1, B1, B2, C1 and C2) unanimously agreed to this reality by voicing 

it out. 

 

4. Increased Nigeria’s Vulnerability to Global Oil dynamics, Politics and Collapse of Oil 

Prices: 

Under this, all the respondents (A1, B1, B2, C1 and C2) said that Nigeria is vulnerable to global 

oil dynamics because it is one country that depends almost solely on oil. For this, any shock in 

the global oil system or fall in the price regime would have serious or even catastrophic impacts 

on Nigeria, as it is currently facing. However, fundamentally, they stated that this was as a result 

of the lack of a sound legal, institutional and administrative framework in place to help create a 

buffer for Nigeria’s oil and gas industry and Nigeria. 

 

Furthermore, respondents A1, B1 and B2 further stated that Nigeria is vulnerable because it is not 

operating in isolation, as it is a part of the global oil system. And with this, the Nigerian state 

needs to do more by putting in place certain techniques or measures to get out of the problem. The 

dynamics of the global oil business are also affecting Nigeria, as there are many contestants 

coming into the market.As such, Nigeria is losing markets, hence losing oil earnings. 

 

 

Conclusion 

Drawing from the above findings and their implications, it is evident that Nigeria’s development 

is in jeopardy, so also the collective well-being of Nigerians. This is because, Nigerian oil and gas 

industry, which is the mainstay of the Nigerian economy performs poorly due to lack of a sound 

legal and regulatory framework, arising from the politics that has delayed the passage into law of 

the Petroleum Industry Bill (PIB), which if passed, would provide the necessary framework for 

the industry to be efficient, effective and productive. The PIB, if passed into law; would protect 

Nigeria from the ever volatile global oil market and the dynamics of global petroleum politics as 

well as price crisis. 

 

The findings of the research include, poor performance of the Nigeria’s oil and gas industry and 

its attendant effects, weakened economy, severe social crisis, increased Nigeria’s vulnerability to 

global oil dynamics, politics and collapse of oil prices have shown. 

  

The paper gives the following recommendations: 

1. Nigeria should diversify its economy away from oil to other viable and less volatile 

sectors, such as agriculture, solid minerals, manufacturing, aviation and so on. This would 

help revamp the weakened and distressed Nigerian economy and it would equally reduce 

Nigeria’s vulnerability to global oil dynamics, politics and fall in global oil prices, such 

as, the one currently being experienced with many negative implications for the oil 

producing countries, Nigeria inclusive. 
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2. The Federal Government of Nigeria, together with the 36 states and 774 local governments 

should ensure that critical infrastructure is provided, especially regular power or 

electricity, which will have positive multiplier effects on the Nigerian economy and its 

population. 

3. Nigerian governments at all levels, federal, state and local levels, should ingeniously 

create social welfare programmes in order to contain the current severe social crisis, 

ravaging a significant percent  of Nigeria’s teeming population. Rising youth 

unemployment, extreme poverty, inequality and insecurity and so on  have seized the 

social landscape of the country at the moment. Therefore, this calls for an immediate action 

to check the ugly trend. 

4. Further research could be conducted; when the Petroleum Industry Bill is finally passed 

into law on its impacts on the Nigeria’s oil and gas industry and overall socioeconomic 

development of Nigeria, as advanced by previous studies. 
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Abstract: Policy making and implementation in the 21st century is no longer an exclusive role of 

the government. This is connected to the growing volatilities, uncertainties, complexities and 

ambiguities associated with public problems across the world. These public problems are termed 

to be ‘wicked policy problems’ simply because there is no one best way of addressing them.Thus, 

scholars in public management and governance agreed that there should be new forms of 

governing and managing the society. Network governance model is one of such forms of 

governance. It allows interactions and interdependencies of multiple actors to work together in 

particular policy arena. This paper aims at analysing the concept of network governance in the 

context of Nigeria. The paper specifically looks into challenges and opportunities of network 

mode of governance on enhancing female child education, which is the most critical unit of 

universal basic education.  Female child education in some parts of Nigeria is facing complex 

challenges such as cultural barriers, religious misconception and poverty among others that 

cannot be addressed by using hierarchical mode of governance. However, despite concerted 

efforts by successive governments, access to universal basic education in most part of Nigeria 

remains a top policy agenda at all level of governments. It is in this arrangement that, this paper 

undertakes a conceptual review on the shift from hierarchies to network governance model that 

allows public agencies to work interdependently with other actors from the markets and the third 

sector organizations and draws key challenges and opportunities on the implementation of 

universal basic education policy in Nigeria. It reveals that, bureaucracy alone cannot improve 

access to universal basic education for all school age going child. Therefore, the paper 

recommends among others that Government should intensify more on the application ofnetwork 

governance model as a tool for the implementation of UBE policy. The paper concludes that while 

bureaucracy remains a vital instrument through which public policies can be formulated and 

implemented, there is need to make it more responsive to work with external constituencies for 

interdependency on resources, accountability and transparency.  

 

 

Keywords: Network Governance, Universal Basic Education, Policy Making and 

Implementation. 
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Introduction 

 

Background to the Study   

There is increase of number of children out of school in most parts of African and Asian states. 

According to UNESCO (2016) South and West Asia have eighty percent of girl child out of school 

and four million of girls would never get access to primary school. Similarly, Sub Saharan Africa 

also has more than thirty million children been out of school, and female child is at the 

disadvantage position of having no access to basic and free education. For instance, like other part 

of the world, female child education in Nigeria is also a complex issue due to poverty, religious 

misconception, cultural barriers and short-term government policies. (Kainuwa and Yusuf, 2015, 

UNGEI, 2008 and Adamu, 2003).  This may be connected to cultural and religious diversity that 

characterised Nigerian society with more than three hundred and fifty ethnic tribes.  On cultural 

barrier, kainuwa and Yusuf (2015) reveal that communities in Nigeria conduct initiation ceremony 

to mark a transition of female child to adulthood. They maintain that after this transition, 

communities consider female child as an adult, therefore they tried to stop her from going to 

school.  While on the other hand, even after the transition, government considers the female child 

as a normal school age child. This causes misunderstanding between government and the 

communities. According to Hartwell (1998) in Sub-Saharan Africa rural dwellers see formal 

school as foreign institution which they do not have control and authority over curriculum, 

decision making and staffing. 

 

Moreover, the issue of religious misinterpretation has been one of the major challenges for the 

female child education in Nigeria. For instance, rural dwellers have been brainwashed by some 

pseudo imams that sending their female child to formal school system where boys and girls are 

mixed together in classes is not conformity to their beliefs. For this reason, some parents keep 

their female children at home for parental services and for fear of sexual harassment (Kainuwa 

and Yusuf, 2015).  

However, over the last decade, Nigerian education sector has embarked on universal basic 

education reform to improve basic education to all school age going children. Specifically, the 

female child education has been one of the main targets of the current educational policy. Below 

are some of the objectives of the universal basic education (UBE) reform policy: 

i. Ensure unfettered access to nine (9) years access to formal education. That is to every 

child should must have access to uninterrupted six years in primary school providing 

early childhood development and education (ECCDE) and three years of junior 

secondary school.  

ii. The provision of free, compulsory and universal education of every Nigerian child of 

school going age. 

iii. Reducing to a lesser degree, the incidence of prevalent drop-out from formal education 

system, through improved relevance, quality and efficiency.  

iv. Ensuring the acquisition of appropriate levels of literacy, numeracy, manipulative, 

communicative and life skills as well as the ethical, moral and civic values needed for 

laying solid foundation for life-long learning (extracted from 

https://ubeconline.com/about_ubec.php). 

 

The objectives above have apparently made provision for the delivery of basic education for all 

school age going children. It is very clear that the delivery of basic education is free for all children 

irrespective of gender or any social class. According to Daily Trust (2014) UBE policy was 

enacted in 2004, and successive governments in Nigeria have made concerted efforts to effectively 

https://ubeconline.com/about_ubec.php
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implement the policy with special attention on massive enrolment of female child across the 

country.  

To ensure effective implementation of the policy, according to World Bank (2015) universal basic 

education commission (UBEC) was established at the national level to carry out the 

implementation and coordination of the reform across the country. Similarly, state (regional) and 

local authorities also established their own UBE policy implementation agencies.  According to 

Bolaji et al (2017) these regional agencies and boards have a clear standardisation of regulations 

at all level of implementation nationwide. That is through bureaucratic instrument where 

‘production of effective and uniform policies and services are according to the principles of 

equality, legitimacy and legality’ (Klijin and Koppenjan, 2016:9).  

 

Statement of the Research Problem  

In a bid to improve teaching standard and motivation, UBE policy introduced automated payment 

system which reduces salary payment delays and introduced school-based management 

committee to bring community in the management of the education sector (World Bank, 2015). 

In addition, 2% of the federal consolidated revenue fund account couple with counterpart funding 

from the state and local governments monthly allocation have been earmarked to fund the 

implementation of UBE policy.  

 

However, despite all above concerted efforts, there is very low enrolment rates; learning outcomes 

and persistent inequality in access among school age going children (UNESCO, 2016; World 

Bank, 2015, British Council, 2012 and UNGEI, 2008).  Additionally, Bolaji et al (2017) found 

access to basic education as one of the biggest challenge facing Nigerian education sector. For 

instance, Nigeria has over ten million children out of school, and this resulted from 

implementation complexities and due to unwanted political influence on the bureaucracy (Bolaji, 

et al, 2015).  

 

On the other hand,Ejere (2011) argues lack of accurate data, inadequate policy resources, 

fragmentation of implementing agencies with overlapping roles are some of the policy 

implementation challenges facing education sector in Nigeria. Moreover, absence or very low 

involvement of external constituents, like private and societal actors in the design and 

implementation of educational policy are part of the contributory factors that led to the challenges 

facing provision of basic education, especially female children (Bello, 2018 and Philip and Peter, 

2013). 

 

Hartwell (1998) argues free education is the main driving theme of education policy in most of 

Sub-Saharan Africans. That is to enable parents to send their kids to school without paying for 

any fee. But this is not enough for parents because they must pay for other learning materials 

such as notebooks, pencils and school uniforms etc. 

To sum up this, the challenges highlighted above are complex issues that government alone cannot 

address through traditional bureaucratic system. However, addressing these challenges could be 

very difficult if not impossible using hierarchy, command, control and inward-looking approach. 

That is where public policies and services are designed, implemented and delivered solely by the 

public agencies, without any involvement of the external constituents and other stakeholders 

(Hughes, 2018).  In view of this, this study seeks to address the question of: 

To what extent can network governance improve access to universal basic education in 

Nigeria? 
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Objectives of the Study  

The primary objective of this paper is to examine the extent at which network governance model 

of public management reform can improve access to universal basic education in Nigeria. 

Secondary objective is to examine the challenges and opportunities of network governance on the 

implementation of universal basic education in Nigeria.  

 

Literature Review and Theoretical Framework  

 

Introduction  

Bureaucratic means of public service delivery has been argued to neglect the involvement of 

external stakeholders in the design and implementation of public policies (Hughes, 2018). That is 

policy implementation is through incremental budget, internal coordination and strict adherence 

to the established rules and regulations (Loeffler, 2016). This characterised the mode of policy 

implementation and public service delivery in the Nigerian education highlighted above.  

However, nowadays some scholars are of the belief that it is now about governance not just the 

government. According to Ansell and Gash (2007) a new form of governance has emerged to 

bring together public, private actors in a joint working relationship with public agencies in 

collective problem-solving arrangement. On the other hand, Rhodes (1996:652) argues 

governance ‘refers to self-organising inter-organizational networks, and these networks 

complements markets and hierarchies as governing structure for authoritatively allocating 

resources and exercising control and coordination’. That is the delivery of public services is no 

longer within the limit of hierarchies and markets, but multiplicity of various actors working on 

mutual dependence on resources, control and coordination. 

 

Network Governance: Definitions and Conceptualization 

Network governance represents a web of institutions and actors working on shared responsibilities 

to address social and economic problems (Stoker, 1998).   For instance, local authorities in UK 

have established formal and informal relationships with businesses, non-governmental and 

community organisations to deliver social care, education and environmental services (Lowndes 

and Skelcher, 1998).  

 

There are a lot of changes in the way and manner public policy are services are designed, 

implemented and delivered.  According to Hughes (2018) and Loeffler (2016) there are some 

innovative changes that makes public sector to actively interact with its external stakeholders in 

the design, implementation and delivery of public services.  This is in response to the inadequacies 

associated with the traditional mode of public service delivery. Hughes (2018:183) asserts that 

one of the innovative changes in the management of public sector is that ‘external constituents 

can and should be managed by the bureaucracies’. He maintains that external stakeholders should 

not be regarded as threats to bureaucracy, but rather something of interest to the public agency 

and may add value to the success of public agency.  

 

According to Loeffler (2016) the concept of governance is centred on how an organization works 

with partners stakeholders and networks to influence outcomes of public policies. This shows that 

to improve policy outcomes, especially those that are very complex in nature, public agencies 

must actively relate with their external environments. According to Van der Wal (2017) this 

external environment is composed with an array of civil society organisations, local enterprises, 

along with high profile citizens who are keenly and passionate about the development of their 

communities.  
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Therefore, to improve for instance, female child education in Nigeria, there is need for the 

adoption of network mode of governance in the education sector.   The rationale for this is to have 

mix of actors working together to address religious misconception, cultural barriers, lack of 

resources and information among other challenges facing female child education in Nigeria.This 

could bring together all the fragmented implementation agencies that almost have similar 

functions to work along with the religious groups, youth and women groups and businesses on 

mutual trust and resource dependence towards addressing challenges facing female child 

education in Nigeria.  

 

Opportunities of Network Model of Governance: Implications for Policy making and 

Implementation. 

The emergence of network policy governance is said to be an alternative mode for addressing 

complex issues. According to Head and Alford (2015:17) complex issues ‘are unpredictable, open 

ended’ or intractable’ to address single handily by the public sector.  Therefore, to address these 

complex issues, public managers must cross their organisational boundary to work with network 

of various external actors (Koliba and Koppenjan, 2016). Additionally, in this network setting, 

stakeholders exchange resources such as social networks, skills, expertise, information (Horne 

and Shirley, 2009 and Sullivan and Skelcher, 2002).  

 

For example, the issue of religious misconceptions and cultural barriers can be very difficult if 

not impossible to address by the current bureaucratic mode which characterised implementing 

agencies of UBE policy. This is because, these challenges have religious, socio-cultural, and 

economic dimensions. Therefore, engaging other actors like the religious and women groups that 

are advocating for massive enrolment and retention of more girls in formal school could contribute 

in addressing these complex issues.   

 

Going by the above arrangements, since Nigeria is a plural state with diverse cultural religious 

groups that always seek to protect their cultural and religious background, network governance 

could serve as an avenue for accommodating this diversity for effective public service delivery. 

For example, public agencies can depend on religious groups for adequate supply and 

dissemination of information useful in addressing religious misconceptions, and religious groups 

can depend on public agencies for regulations and enforcement.  According to Kickert et al (1997) 

this dependence can be through resources, expertise and flow of information among actors 

working in a network setting. Hence, since religious leaders are very influential in shaping the 

way society behaves in most part of Nigeria, public agencies can depend on them to create 

awareness to wipe away religious misconceptions labelled against the delivery of female child 

education.    

 

Furthermore, since network governance is used to described public policy making, 

implementation and service delivery through a web of relationships between autonomous but 

interdependent government businesses and civil society actors (Klijin and Koppenjan, 2016), all 

the relevant actors like religious, women and other cultural groups and businesses should have a 

stake in designing how girl child education is to be delivered in line with community cultures, 

traditions and beliefs.  That is, when all the relevant actors are involved, there could be a chance 

of addressing cultural barriers, because community may no longer consider formal school system 

as alien to their cultural and beliefs since the design and delivery of the educational services are 

in conformity with their way of life. According to (Kickert et al, 1997) these actors are working 

on mutual dependence to overcome challenges that none of them can address without depending 

on one another, and this interdependence offers effective problem-solving strategy.  Similarly, 

Nelson (2008) argues in today’s world, there is hardly a single sector which possess all the 
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requisite resources, influence, and capabilities to implement solutions without depending on other 

sectors of the society.  

 

Another example is, businesses could be used to minimise the level of poverty through their 

corporate social responsibility.  The CSR should be extended to support less income family in the 

provision of school uniforms, learning and reading materials and scholarship to the pupils. In this 

arrangement, Nelson (2008) argues through CSR, government can tap from the businesses not 

only on resource utilisation, but on support to communities in the provision of public services.  

 

Possible Challenges of Network Model of Governance.  

However, the web of actors in the design and delivery of public service raises a question on the 

role of the state. According to Hughes (2018) the self-organising and autonomy of the actors 

involve in policy making and implementation could be considered as an attempt to weaken the 

role of state. For instance, unlike in the hierarchical mode where state actors are the dominant 

players in policy implementation and service delivery, network mode gives emphasis to other 

actors to play active role in the social coordination and control. This raises a concern on the actual 

role of the state. In contrast to this, Cairney (2012) argues that public policy is beyond the creation 

of public sector alone, other societal actors also play a vital role, therefore, actualisation of its 

outcome is also a collective responsibility of other policy actors in the political arena. The end 

results of this interaction would be policies, strategies and laws that only government has the 

power to enact (Hughes, 2018). This shows the continual role of the state as the steering force of 

the society.  

 

Another issue associated with the public-sector network mode of governance is the exclusion or 

marginalisation of minority groups. According to Lowndes and Skelcer (1998) in a network mode 

of governance, there is tendency of exclusion or marginalisation of some potential partners. For 

instance, ethnic minority or minority groups like women groups may be excluded or marginalised 

even when the problem in question affects them.  Equally, Rhodes (2000) argues that network 

governance is sometime close to outsiders. It could be a cycle of some selected elites that have 

similar interest, thus admitting a new partner could be a problematic.   

 

Furthermore, accountability is another issue to resolved in network mode of governance. For 

instance, the political neutrality of the public service in Nigeria could be jeopardised in the 

network governance model. This is because, when a public servant is exposed to external 

environment dealing with an array of actors his answerability to political executives could be in 

question. Hughes (2018) aptly said when public managers became active players in the external 

political arena where traditionally politicians were responsible for any external relations and for 

any blame or failure, but now in network mode accountability becomes a dual role, both public 

managers and politicians can claim non-answerability to any unwanted issue.   Moreover, because 

of complex interactions that characterised network mode of governance, there is likely of 

inefficiency because cooperation and negotiations cause delays and may be affected by conflict 

of interests (Rhodes, 2000).  

 

Additionally, network governance may serve as a new challenge for public officials in a place like 

Nigeria where traditional mode of service delivery becomes dominant. Thus, public sector 

managers must be equipped with new set of skills to work across their traditional boundary. 

According to Dickinson and Sullivan (2014:29) public servants need networking skills to identify 

new sources of expertise and support/and or bring together agents who together can achieve 

desired outcomes’. 
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The way forward  

In searchfor ways of overcoming the above limitations associated with network mode of 

governance, Rhodes (2000) argues network governance works where the following factors are in 

place: 

i. Where there is reliable and thicker information for all the actors to rely on 

ii. Professional discretion and expertise are the core values 

iii. Flexibility to meet localised, varied service demands is needed 

iv. Actors perceive the value of cooperative strategies  

v. Long term relationships are required to reduce uncertainty etc.  

Building from the above factors outline by Rhodes, there is possibility of adopting network 

governance as an alternative mode for overcoming the challenges facing female child education 

Nigeria. This is because most of the advocacy groups forfemale child education are from different 

cultural and religious background. These groups may have reliable information, expertise and 

flexibility to penetrate rural areas, and could better know the true picture of the problem and 

possible ways of addressing in line with their backgrounds.  

 

Conclusion  

The use of network governance as an alternative mode for the implementation of UBE policy 

could provide effective problem-solving technique to address challenges associated with the 

female child education. This is looking at how it allows resources dependency among the 

hierarchies, businesses and civil society actors. However, the hierarchical mode of service 

delivery in Nigeria may not be effective since it is limited within its internal structure and lack of 

adequate resources (Ejere, 2011) to fully implement the UBE policy and fragmented 

implementing agencies. Thus, bringing together public actors, businesses and societal actors to 

work interdependently may help in addressing cultural barriers, religious misconceptions and to 

minimise the level of poverty through free provision of learning materials, school uniforms and 

scholarships. Also, the network governance could serve as an avenue for managing cultural and 

religious diversity that constrained the delivery of female child education in Nigeria.  Moreover, 

to ensure proper management of these networks, there is need to for capacity building programmes 

to equipped Nigerian public servants with requisite skills and competencies on how to relate with 

the external stakeholders.  

 

 

 

References 

Adamu, A, U (2003) Strategies for Acceleration of the Girl-Child Education in Northern 

  Nigeria.  Being a Commissioned paper delivered at a seminar on Acceleration of the Girl-

Child Education in a Democratic Dispensation in Northern Nigeria, organized by Women 

Development Network (WODEN), Kano, Nigeria.  

Ansell, C. and Gash, A., (2008). Collaborative governance in theory and practice. Journal of  

public administration research and theory, 18(4), pp.543-571. 

Bello, M, M (2018) Unlocking the Potentials of Communities in Co-Production of Girl Child  

Education: The Case of Zamfara State, Nigeria. Unpublished Dissertation submitted to the 

school of Government and Society, University of Birmingham, UK.  

Bolaji, S.D., Campbell-Evans, G. and Gray, J.R., (2017). The perils of bureaucratic  

complexity: Education for all in Nigeria. International Journal of Educational 

Administration and Policy Studies, 9(1), pp.1-9. 

Bolaji, S.D., Gray, J.R. and Campbell-Evans, G., (2015) Why do policies fail in Nigeria. J.  

Educ. Soc. Policy, 2(5), pp.57-66. 



Dutse International Journal of Social and Economics Research Vol. 2, No. 1 July 2019 

  

 

179 

 

British Council (2014) Girl child education in Nigeria: Issues, influencers and actions.  

A report by British council. https://www.britishcouncil.org/sites/default/files/british-

council-girls-education-nigeria-report.pdf 

Cairney, P. (2012). Understanding public policy: Theories and issues. Palgrave Macmillan. 

Ejere, E.I., (2011) An Examination of Critical Problems Associated with the Implementation  

of the Universal Basic Education (UBE) Programme in Nigeria. International Education 

Studies, 4(1), p.221. 

Daily Trust (2014) Fifteen (15) years after, has UBE achieved its objectives? Retrieve from  

https://www.dailytrust.com.ng/daily/education/35820-15-years-after-has-ube-achieved-

its-objectives 

Dickinson, H. and Sullivan, H., (2014). Imagining the 21st century public service workforce. 

Hartwell, A (1998) Enhancing Girls’ Education through Community Schools. USAID Girls’  

and Women’s Education Activity. Portfolio of Possibilities for Girls’ Education. 

Hughes, O.E.(2018) Public management and administration Fifth Edition. Palgrave Macmillan. 

Kainuwa, A. and Yusuf, N.B.M., (2013). Cultural Traditions and Practices of the Parents as 

 Barriers to Girl-child Education in Zamfara State Nigeria. International Journal of 

Scientific and Research Publications, 3, pp.1-8. 

Koliba, C and Koppenjan, J (2016) Managing networks and complex adaptive systems. 

In Bovaird, T. and Löffler, (Eds). Public management and governance 3rd edition (pp, 

262-274). Taylor & Francis.  

Kickert, W.J., Klijn, E.H. and Koppenjan, J.F. (1997). Managing complex networks:  

Strategies for the public sector. Sage. 

Klijn, E.H. and Koppenjan, J., (2016). Governance networks in the public sector. Routledge. 

Löffler, E., (2016). Public governance in a network society.  In Bovaird, T. and Löffler, E.  

(Eds) Public management and governance 3rd edition. (pp.215-232) Taylor & Francis.  

Lowndes, V. and Skelcher, C., (1998) The dynamics of multi‐organizational partnerships: 

 an analysis of changing modes of governance. Public administration, 76(2), pp.313-333 

Nelson, J., (2008). CSR and public policy. New forms of engagement between business and 

 government. Cambridge, MA: Harvard University Corporate Social Responsibility 

Initiative–Working Papers. 

Philip, D.D. and Peter, D.M.B (2013). Public Policy Making and Implementation in Nigeria:  

Connecting the Nexus. Public Policy, 3(6). 

Rhodes, R.A., (2000). Governance and public administration. Debating governance, 54, p.90. 

Rhodes, R.A.W., (1996). The new governance: governing without government.  

Political studies, 44(4), pp.652-667. 

Stoker, G., (1998). Governance as theory: five propositions. International social science  

journal, 50(155), pp.17-28. 

Sullivan, H. and Skelcher, C., (2002) Working across boundaries: collaboration in public  

services. Palgrave Macmillan. 

UBEC (2017) Objectives of Universal Basic Education Policy:  

Retrived from https://ubeconline.com/about_ubec.php). 

UNESCO (2016) Out-of-school children of primary school age between 2008 and 2013  

Retrieved from: http://uis.unesco.org/africa-indicator/edu_africa-ofs-ofst-l1 

UNGEI (2008) Promoting Girls' Education: The experience of Nigeria.  Information by  

country compiled by United Nation Girl Child Education Initiative. Retrieved from 

http://www.ungei.org/news/nigeria_1809.html 

Van der Wal, Z., (2017) The 21st Century Public Manager. Macmillan Education UK,  

London. 

World Bank (2015) Governance and finance analysis of basic education sector in Nigeria.  

World Group. Retrived from: https://openknowledge.worldbank.org/handle/10986/23683 

https://www.britishcouncil.org/sites/default/files/british-council-girls-education-nigeria-report.pdf
https://www.britishcouncil.org/sites/default/files/british-council-girls-education-nigeria-report.pdf
https://www.dailytrust.com.ng/daily/education/35820-15-years-after-has-ube-achieved-its-objectives
https://www.dailytrust.com.ng/daily/education/35820-15-years-after-has-ube-achieved-its-objectives
https://ubeconline.com/about_ubec.php
http://uis.unesco.org/africa-indicator/edu_africa-ofs-ofst-l1
http://www.ungei.org/news/nigeria_1809.html
https://openknowledge.worldbank.org/handle/10986/23683


Dutse International Journal of Social and Economics Research Vol. 2, No. 1 July 2019 

  

 

180 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 




